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Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map.  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit 
erature,  art,  mechanics  or  ob- 
lect  of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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Your  website  should  be  more  than  just 
an  electronic  bulletin  board.  It  should 
be  a  real  place  where  you 
can  conduct  real  business. 

Enter:  Domino™  from  Lotus.  Domino  is 
the  only  true  interactive  web  application 
server  that  helps  your  business  get  the 
most  out  of  the  web. 

While  it  delivers  corporate  product 
[il«MIM02]  and  marketing  informa- 
^OtCS    tion  like  Microsoft's®  or 


Domino 


a  snap  with  application  templates  to 
register  site  visitors  and  even  set  up 
threaded  discussions. 
Yet  its  benefits  don't  stop 


Netscape's®  web  servers,  Domino  provides 
the  easiest  way  for  customers  to  find 
the  information  they  want  quickly  with 
site-sort-on-the-fly  features. 

And  it  makes  interacting  with 
employees,  customers  and  suppliers 


there.  Domino  is  also  secure  so  you 
have  flexibility  over  who  sees  what. 
And,  importantly,  who  doesn't  see  what. 
It  automates  workflow  processes  like 
lead  generation,  resume  tracking  and 
customer  service -so  you  can  act  on 
information,  not  just  read  it. 

Best  of  all,  Domino  is  built  on  the 
world's  most  powerful  platform  for  business 
applications:  Lotus  Notes? 

Domino.  It's  all  business.  For  more  infor- 
mation, visit  our  website  at 
htt  p  ://d  omino.lotUS.com.    Working  'together 


Lotus. 


For  more  information  call  1  -800-828-7086,  ext.  C459.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  Lotus  Notes  and  Working 
l£Z2Z£%!L«*  and  Domino  is  a  trademark  o,  Lotus  Development  Corporation.  A„  company  names  are  registered  trademarks  o,  tbe.r  respeCve  compan.es. 


United     States  Europe  Latin  America 


C  a  n  a  d 


a  r  i  b  b  e  a  n 


Mexico 


J  a  p  a  n 


AmericanAirlines 

Something  special  hi  the  air. 


SPECIAL  REPORT 


COMPUTER  BUYING  GUIDE 

Itching  for  a  new  PC?  Don't 
start  shopping  till  you  check 
out  our  annual  manual  page  115 


BusinessWe 

NOVEMBER    4,  1996 


Special  Report 

115    THE  NEW  ELECTRONIC  HEARTH 

Now  pes  are  offering  goodies  for  the 

whole  family.  Here's  help  choosing 
118    DESKTOPS'  BRAVE  NEW  WORLD 

Will  pes  replace  TVs?  That's  the  plan 
126    SO  YOU  NEED  MORE  SPACE 

How  to  cure  the  hard-drive  blues 
130    THE  LITTLE  GUYS  KEEP  GAINING 

Laptops  pack  more  power  for  less 
136    NOT  JUST  FOR  GLOBE-TROTTERS 

New  notebooks  with  home  use  in  mind 
138    COLOR  PRINTERS  FOR  LESS  GREEN 

New  low-cost  inkjets  may  be  the  ticket 
142    SURFING  THE  WEB  FROM  YOUR  SOFA 

Net-cruising  for  the  whole  family 
144    SIFTING  THROUGH  THE  SOFTWARE 

Sweet  deals  on  "suites,"  math  programs 

for  kids,  games  for  the  grownups 
154    LET  YOUR  FINGERS  DO  THE  WALKING 

Buying  a  P< :  on  the  Net  or  by  mail  order 
159    WHEN  YOUR  PC  STARTS  TO  SPUTTER 

Are  extended-service  deals  worth  it? 
162    HELPING  YOUR  PC  GET  THE  PICTURE 

New  gadgets  move  photos  to  the  screen 


164    KEEPERS  OF  THE  GATE 

Choosing  an  Internet  service  provider 
166    ADD-ONS  FOR  SURFERS 

How  to  turbocharge  your  Web  browser 

News:  Analysis  &  Commentary 

36    AT&T'S  MAN  OF  THE  HOUR 

Bob  Allen  successor  John  Walter  has  no 
telecommunications  background — but 
he's  an  old  hand  at  managing  change 

38  DOLE'S  CAMPAIGN  BUS  SPUTTERS 
His  supporters  are  feuding 

39  AS  CALIFORNIA  GOES . . . 

It's  ground  zero  for  business  initiatives 

40  INDONESIAN  FRIENDS  OF  BILL 
Did  they  have  a  grip  on  policy? 

42  COMMENTARY 

In  praise  of  the  electoral  college 
44    FLIGHT  800:  TO  THE  COURTHOUSE 

Probers  zero  in  on  mechanical  failure 
46  COMMENTARY 

Why  DEC  needs  new  blood — now 
48    GM:  SO  MUCH  FOR  HARDBALL 

War  with  the  UAW  isn't  likely 
50    CHOATE'S  TALK-RADIO  STATIC 

A  lawsuit  against  Pat  Choate's  network 


FOUL  BALL  ? 

The  diamond 
still  needs  a  lot 

Of  buffing  page  82 


QUICK  TURN 

Bold  moves  at  Subaru  have  the 
company  solidly  back  in  the 

black  page  170 


YYYIIII!! 

Goosebumps 
devours  the  kids' 
market  page  174 


OUTSIDE  HELP 

Why  AT&T  rang  up  a 
Donnelley  exec  to  be 
Bob  Allen's  heir  page  m 


HELP  WANTED 

Hong  Kong's  new  chief 

page  69 


•vernment 

SHINGTON  OUTLOOK 

trong  showing  for  voter  apathy 
IDED  THEY  STAND 

let-splitters  vote  for  balance 

orts  Business 

JEBALL'S  SLUMP  IS  FAR  FROM  OVER 

i  numbers  are  still  pretty  grim 
N  SPEED  ON  THE  BASE  PATHS 

;g  Murphy,  baseball's  marketing  man 


ie  Workplace 


iOR  SPEAKS  TO  POWER 

1  political  director  Steve  Rosenthal 


sgal  Affairs 


SY  BELLS  ARE  BAWLING 

1  they  stall  the  telecom  act  in  court? 
NIQUE  LEGAL  ATTACK  ON  THE  FCC 

:al  phone  carriers  cry  theft 


ie  Corporation 


SARU:  GOING  FAR  BY  GOING  BACK 

"eturn  to  its  all-wheel-drive  niche 


Marketing 


174    KIDS'  MARKET  MONSTER 

Goosebumps  books  have  become  pencils, 
packs,  pillowcases,  cd-roms... 


People 


176    INTERNATIONAL  OUTLOOK 

Japan's  ldp  wins — the  economy  loses 


Finance 


180  FOR  THEM,  AN  HOUR  IS  LONG-TERM 

Day  traders  go  for  quick  in-and-out 
stock  gains — and  lots  of  them 

181  SCHOOL  FOR  TRADERS 

Teaching  the  masses  to  seize  the  day 

182  THE  BIG  NAME  NOW  IS  ABBY  COHEN 
She  called  the  6000  Dow 

184    HOLES  IN  GLASS-STEAGALL 

Federal  fiat  will  unleash  the  banks 

186    RETAIL  REHAB  AT  BANK  OF  AMERICA 
Consumer  banking  awaits  a  new  chief 

188  COMMENTARY 

Lending  is  behind  Sears'  hot  profits 

192    INSIDE  WALL  STREET 

205    INVESTMENT  FIGURES  OF  THE  WEEK 


Science  &  Technology 

194    THE  BATTLE  OVER  GENE  PATENTS 

The  legal,  economic,  and  social 
implications  of  licensing  the  core  of  life 
could  alter  the  current  patent  system 
199    DEVELOPMENTS  TO  WATCH 

A  flying  submarine,  a  more  comfortable 
airline  seat,  curtailing  brain  damage 

Features 

6    UP  FRONT 
10    EDITOR'S  MEMO 
14    READERS  REPORT 
14    CORRECTIONS  &  CLARIFICATIONS 
21  BOOKS 

Layard  and  Parker:  The  Coining 

Russian  Boom:  A  Guide  to  New 

Markets  and  Politics 
24    BOOK  BRIEF 

O'Hagan:  The  Missing 

203  BUSINESS  WEEK  INDEX 

204  INDEX  TO  COMPANIES 
206  EDITORIALS 

Computers  put  the  zip  in  the  GDP 
Get  the  guanxi  out  of  Washington 
Baby  Bells  should  walk  the  talk 


Up  Front 


EDITED  BY  LARRY  LIGHT 


NEW  WORLD  ORDER 


UNCLE  SAM  S  BIG  CREDITOR:  CHINA 


WITH  BILLIONS  OF  DOLLARS  IN 

trade  surpluses  to  recycle, 
China's  secretive  monetary 
agencies  are  becoming  big 
buyers  in  U.  S.  Treasury  mar- 
kets. This  raises  fears  on  Wall 
Street  and  among  some  U.  S. 
trade  experts  about  how  Bei- 
jing will  use  its  newfound  heft. 

In  1996's  first  half,  China 
boosted  its  Treasury  note  and 
bond  holdings  by'$11.8  bil- 
lion— way  up  from  1995,  when 


it  netted  only  $700 
million  in  medium- 
to  long-term  Trea- 
suries. The  heavy 
1996  purchases 
made  Beijing  this 
year's  third-largest 
buyer  of  such  Treasuries,  be- 
hind only  Britain  and  Japan. 

What's  the  downside?  Giv- 
en tense  U.  S.-China  trade  re- 
lations, some  Washington 
trade  experts  fear  China 


TALK  SHOW  it  It  was  not  billed  as  a  fund-raiser.  It  was 
billed  as  a  community  outreach  event." 

— Vice-Presiden  t  Al  Gore,  explaining  his  presence  at  a  controversy 
gathering  in  a  Buddhist  temple  that  raised  $140,000 for  theDemocik 


gained  significant  lever;! 
over  the  U.S.  [as  a  lend'f 
China  feels  it  can,  too,"  ? 
gues  Greg  Mastel  of  the  El 
nomic  Strategy  Institute! 
Washington  think  tank. 

The  U.  S.  Treasury,  thou! 
welcomes  Beijing's  buying,  | 
uring  more  buyers  mea 
Washington  pays  lower  inti 
est  rates.  And  China's  sun 
in  notes  and  bills  purchai 
tins  year  is  matched  by  a  J 
in  its  shorter-term  Treasij 
holdings.  For  China,  owni] 
more  U.  S.  paper  has  suj 
pluses  as  keeping  its  currerj 
cheap  and  its  exports  md 
competitive.  Mike  McNam 


SHANGHAI:  Dollar  deluge 

wants  to  gain  clout  in  the 
tough  talks  over  Beijing's 
joining  the  World  Trade  Or- 
ganization. "Just  as  Japan 


NEWT:  Hello, 
home  turf 


POLITICS  AS  USUAL 

THE  SPEAKER  LOOKS 
OVER  HIS  SHOULDER 

SPEAKER 

Newt  Ging- 
rich has  had 
to  cut  short 
his  exten- 
sive forays 
around  the 
c  o  u  n  try, 
stumping 
for  GOP  can- 
didates. His 
"  free-spend- 
ing Democratic  challenger 
($2  million  thus  far)  has  ap- 
parently pinned  Gingrich 
down  to  his  suburban  At- 
lanta district  in  the  election 
season's  last  crucial  weeks. 

Gingrich  is  still  heavily  fa- 
vored to  win,  but  political 
novice  Michael  Coles  has 
gained  on  him.  In  a  poll 
completed  on  Oct.  21  by 
the  Atlanta  Journal  & 
Constitution  and  wsb- 
tv,  Coles,  owner  of 
Great  American  Cookie 
Co.,  had  cut  Gingrich's 
lead  to  14  points — 55% 
favored  Gingrich,  41% 
Coles.  That's  down  from  a  29- 
point  gap  a  month  ago. 

Gingrich  handlers,  claiming 
their  polls  show  him  much 
further  ahead  (6095  to  31%), 
say  the  Speaker  always  ex- 
pected to  spend  the  cam- 


paign's last  days  in  the  dis- 
trict. But  he  seems  to  be  tak- 
ing Coles  more  seriously  than 
his  last  foe.  In  1994,  he  ig- 
nored Ben  Jones,  the  actor 
who  played  Cooter  on  TV's 
The  Dukes  of  Hazard,  and  de- 
feated the  Democrat  64%  to 
35%.  Now,  Gingrich  has  been 
forced  to  spend  $600,000  for 
ads:  on  TV,  lauding  himself  as 
this  century's  most  effective 
Speaker;  on  t*he  radio,  seek- 
ing to  allay  fears  he'll  cut  wel- 
fare or  education  funding.  He 
even  has  a  debate  slated  with 
Coles.  David  Greising 


l-WAY  PATROL 


SO  WHAT'D  ABE  HAVE  AGAINST  E-BUCKS? 


DID  ABRAHAM  LINCOLN  SET 

up  an  obstacle  for  cyber- 
money,  making  companies  us- 
ing it  outlaws?  With  elec- 
tronic money,  you  send  cash 
to  vendors  over  the  Internet 
or  pay  at  a  store  for  pur- 
chases with  currency  literally 
embedded  in  a  smart  card. 

Lincoln's  1862  Stamp  Pay- 
ments Act  banned  notes  that 
merchants  issued  for  small 
amounts  for  customers.  Dur- 


THE  LIST  HOT  SPOTS 


With  its  superb  financial  sys- 
tem and  friendly  government 
Switzerland  ranks  first  in  a 
survey  of  735  international 
execs  on  business  climates 
in  Europe  (still  the  region 
that  receives  the 
most  U.S.  capi- 
tal). The  poll  cov- 
ered such  things 
as  workforce  cal- 
ber  and  quality  of 
ife.  Small  West- 
ern European 
nations  without 
strong  unions  did  best.  Ire- 
land, for  one,  has  become 
a  high-tech  mecca.  The 
worst:  former  Soviet  Bloc 
countries  that  have  been 
slow  to  move  toward  a 


market  economy  and  that  suf- 
fer from  poor  infrastructure. 

RATING  EUROPEAN 
NATIONS  FOR  BUSINESS 

BEST  Score* 

1.  SWITZERLAND  130.3 

2.  IRELAND  130.1 

3.  THE  NETHERLANDS  128.8 

4.  SWEDEN  128.0 


WORST 

23.  BULGARIA 

22.  POLAND 

21.  SLOVAK  REPUBLIC 

20.  ROMANIA 


103.0 

Tow 
Totj 

109.0 


Out  of  a  180-pomt  perfect  score  data  the  European 

COUNCIL  OF  AMERICAN  CHAMBERS  OF  COMMERCE 


ing  the  Civil  War,  rampa 
inflation  led  to  a  scarcity 
U.  S.  coins,  the  result 
stockpiling — the  metal's  2 
tual  value  often  was  high 
than  the  coin's  face 
value.  But  the 
quasicurren- 
cies  threat- 
ened to 
worsen  infla- 
tion. Under 
the  1862  law, 
anyone  circu- 
lating notes  for 
less  than  $1  in- 
tended to  be  used  as  U. 
money  risks  fines  or  s 
months  in  prison.  (Un 
1913,  both  banks  and  t 
feds  issued  currency;  the 
Washington  monopolized  il 
Attorney  Thomas  Varta 
ian  of  Fried,  Frank,  Harr 
Shriver  &  Jacobson  worri 
that  some  cybermoney  ve 
tures  could  run  afoul  of  t 
old  law.  Although  Washin 
ton  has  given  no  opinion  - 
the  issue  yet,  he  advises  '. 
money  pioneers  to  clear  ne 
products  with  the  Justi 
Dept.  This  business,  now  d 
ing  an  estimated  $50  milli 
yearly,  could  grow  to  $1  b 
lion  by  2000,  says  resear 
outfit  Jupiter  Communic 
tions.  Amy  Bam 


77k?  1997  LeSabre. 
Feeling  safe. . .  Being  secure. 

Whether  they're  driving  to  family  reunions  or  going  on  family  vacations,  more  American  families  are  relying 

on  the  safety,  reliability,  and  comfort  of  Buick  LeSabre.  A  full-size  car  that's  full  of  standard  features  — 
dual  air  bags,  anti-lock  brakes,  seating  for  six,  and  an  award-winning  3800  Series  II  engine.  Features  many 
other  cars  offer  only  as  options.  But  when  it  comes  to  a  family's  security,  some  things  should  never 
be  an  option.  That's  the  peace  of  mind  of  Buick  LeSabre.  America's  most  trusted  full-size  car. 
Visit  our  Web  site  at  http://www.buick.com  or  call  1-800-4A-BUICK. 

Peace    of  mind 


Introducing 

CFO  Vision 

THE  POWER  TO 

FIGURE  IT  OUT 


DECISIONS  ARE  TOUGHER. 
TIME  IS  CRITICAL. 
RESOURCES  ARE  LEANER. 
AND  THE  BUCK  STOPS  WITH  YOU. 

...HYPE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. . .and  gain  control  of  informa 
tion  to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis.,  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing  - 
OLAR  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 
at  bw@sas.sas.com 


919  677.8200    Fax  919  677.4444  www.sas.com/vision/ 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  trademark. 
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rAIL  TALES 

SIC  SELLERS 
I A  NEW  TUNE 


VNBEAT:  Sales  are  blah 

SIC  STORES,  SINGING  THE 

;s  since  1994,  are  scram- 
ig  for  new  ways  to  sell 
p.  Musicland,  Blockbuster 
sic,  and  similar  chains 
e  started  to  form  alliances 
i  other  retailers  or  peddle 
ir  wares  on  the  Internet. 
Yaditionally,  music  ven- 
s  depended  on  record 
lpanies  to  provide  excit- 
new  acts  to  entice  cus- 
lers.  But  talent  hasn't  con- 
ently  engaged  the  public. 
:e-hot  Hootie  &  the  Blow- 


fish,  for  example,  released 
their  latest  CD,  Fairweather 
Johnson,  to  disappointing 
sales.  Also,  discount  con- 
sumer-electronics outfits,  such 
as  Best  Buy,  are  underpricing 
music  retailers.  The  indus- 
try's biggest  gun,  Musicland 
(1,500  stores  nationwide),  lost 
$136  million  in  1995  and  $59 
million  in  1996's  first  half. 

One  way  Musicland  is  try- 
ing to  come  back  is  with  its 
just-introduced  Internet  strat- 
egy, where  people  can  listen 
to  new  songs  and  download 
discount  coupons.  Blockbuster 
has  opened  a  dozen  music 
sections  in  Sears,  Roebuck. 
Tower  Records  will  soon  open 
a  second  venue  of  its  Wow! 
joint  venture  with  Good  Guys 
electronics  stores  that  sells 
both  stores'  goods. 

But  these  innovations  may 
not  be  enough.  Musicland's 
four-year-old  experiment, 
Mediaplay,  has  lost  money. 
The  reason,  says  spokesper- 
son Marcia  Appel,  is  "a  puz- 
zle." Its  87  stores  sell  videos, 
cd-roms,  and  magazines,  plus 
music.  Lisa  Sanders 


DDUCT  PEEK 


I  SLOW  GOLFERS  TEE  YOU  OFF? 


W-PLAYING  DUFFERS  ARE 

bane  of  golf  courses.  So 
exasperated  golfer  with  a 
peetable  9  hand- 
p  is  making  a 
eo  machine  that 
y  fix  that.  The 
f  Mentor  kiosk, 
dgned  for  pro 
ips,    will  tell 
:ks  how  to  play 
ter  and  better. 
iVhat  will  attract 
ice  golfers  to  the 
sk?  The  challenge 

an  18-question 
z.  One  question  asks 
v  long  it  should  take  to  MENTOR 
k  for  a  lost  ball — 2,  5,  or  Tips  for 
minutes.  The  answer:  2,  hacks 
:n  take  the  one-stroke 
laity  and  move  on.  The 
leo  machine  also  offers 
:h  other  tips  as  how  to 
•feet  your  swing.  The  kiosk 


idea  came  to  Golf  Mentor  Inc. 
head  Jim  Shea  after  a  novice 
group  in  front  of  him  took 
forever  to  play  18  holes. 
Shea  says  he  has 
signed  up  200  courses 
in  Florida  so  far — 
mainly  crowded 
public  and  semipri- 
vate  ones — and  ex- 
pects to  ship  the 
$3,000  machines 
next  year.  Courses 
will  pay  a  $500  in- 
stallation fee,  and 
Golf  Mentor  plans  to 
make  money  from 
advertisers  whose 
goods  appear  in  the 
videos.  Tom  Fischer, 
"  head  pro  at  Redlands 
Country  Club  in  Homestead, 
Fla.,  says  a  kiosk  will  en- 
hance revenue  by  permitting 
more  rounds  to  be  played.  □ 


DRAWN  &  QUARTERED 


DO  \  KNOW  UOVJTb 

ECONOWOfcVW?' 


UNREAL  ESTATE 

HELL  NO,  WE  WON'T 
GO-MICKEY! 

DISNEYLAND'S  AMBITIOUS 

expansion  plans  in  California 
are  meeting  an  unexpected 
snag.  Longtime  campers  in  its 
campground  are  a 
headache  for  Walt  Dis- 
ney's planned  California 
Adventure,  a  $4.1  bil- 
lion adjunct  to  Disney- 
land. While  the  compa- 
ny expects  to  break 
ground  on  some  sec- 
tions of  the  new  55-acre 
park  next  year,  the  task 
would  be  complicated  by  hav- 
ing to  work  around  the  camp- 
ground. Disney  wants  to  build 
a  huge  parking  garage  there. 

Many  of  the  long-timers' 
30-plus  recreational  vehicles, 
which  pay  around  $400  in 
monthly  rent,  have  been  there 


15  years.  Most  visitors  stay 
just  a  few  days.  Living  there 
is  nice,  with  a  pool,  shady 
trees,  and  gardens — even  a 
free  shuttle  bus  to  Disneyland. 

Disney  says  it  expects 
everyone  to  be  gone  by 
yearend,  so  it  won't  have  to 
evict.  Since  summer,  all  but  a 
half-dozen  have  agreed  to 


DISNEY:  Expanding 

move — for  $500  each,  says 
one.  But  the  rest  are  defiant. 
Two-year  resident  Raymond 
Chamberlain  says  he'll  "climb 
a  tree  and  tell  Disney:  'Come 
and  get  me.' "      Eric  Schine 
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U.S.  HOUSEHOLD  FINANCIAL  ASSETS 


Assets  of  U.S.  households 
have  more  than  tripled  since 
1980,  to  $20  trillion.  But  as 
inflation  has  abated  and 
Wall  Street  soared,  the  asset 
mix  has  changed  — away 
from  now  low-yielding  cash 
and  bank  products  toward 
stocks  and  mutual  funds. 
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TURNING  PC  SHOPPERS  INTO  MAVENS 


The  way  I  see  it,  there  are  two 
ways  to  get  a  keen  sense  of  how 
fast  time  passes:  Have  children 
or  buy  a  computer.  Every  parent 
understands  the  first  one.  But  per- 
haps I  should  explain  the  second. 

It  has  been  a  year  since  our  first 
buying  guide  to  computers.  If  you 
spent  about  $2,200  then,  you  could 
have  gotten  a  pretty  good  machine, 
with  a  peppy  90-Mhz  Pentium  chip, 
an  ample  730-megabyte 
hard  drive,  and  a  quad- 
speed  drive  for  your  cd- 
rohs.  But  look  at  this 
year's  guide:  The  same 
money  buys  you  a  computer 
with  a  166-Mhz  chip,  more 
than  three  times  the  stor- 
age space,  a  cd-rom  that  is 
twice  as  fast,  and  bookshelf- 
quality  sound. 

The  machine  is  just  the 
beginning.  Content  on  the 
World  Wide  Web  has  ex- 
ploded, and  many  sites 
now  feature  sound  and 
video.  Web-surfing  devices 
are  becoming  available  for  your  tele- 
vision set,  and  the  new  home  com- 
puters offer  radio  and  TV  reception. 
This  time  next  year,  it  may  be  im- 
possible for  you  to  tell  from  looking 
over  their  shoulders  whether  your 
children  are  watching  TV  or  brows- 
ing the  Internet. 

If  you  find  the  pace  of  change  in 
computers  and  information  technolo- 
gy more  than  a  little  disorienting, 
you're  not  alone.  One  of  the  hardest 
things  about  buying  a  computer  is 
deciding  when  to  buy.  Get  it  now, 
and  enjoy  the  rich  world  that  com- 
puters have  opened  up.  Or  wait  just 
a  bit  longer,  pay  a  lot  less,  and  get 
more  gee-whiz  features. 

With  this  in  mind,  we  are  provid- 
ing you  with  a  two-track  approach 
to  checking  out  the  latest  in  comput- 
ers, laptops,  printers,  and  other  gear. 
You  can  read  the  Special  Report 
starting  on  page  115  to  get  a  com- 
prehensive overview7  of  what's  out 
there  and  what  it  can  do  for  you. 
Then  you  can  fire  up  your  browser 
for  a  tour  of  our  new  Web  site, 
Maven,  at  w^vw.maven.business 
week.com.  There,  you  can  check  out 
the  models  that  interest  you  in  even 
greater  depth  and  come  back  regu- 
larly for  updates  on  new  products. 


Our  approach  reflects  what  I  re-| 
gard  as  the  new  model  in  pubhshinj 
the  use  of  whatever  medium  is  ap- 1 
propriate  to  deliver  all  the  informal 
tion  that  people  want — wrhen  and  I 
where  they  want  it.  We  have  al- 
ready been  pursuing  this  approach  j 
for  quite  some  time  with  business  J 
week  Online  on  America  Online,  an 
we  recently  hosted  a  wefl-attended 
online  conference  of  nearly  400  peoJ 
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Your  Personal  Gwde  to  M 
Personal  Computing  m 

Maven 

The  smartest  computer  rankings  anywhere! 
Click  a  product  category  to  find  continuously 
updated  ratings  from  NSTL.  the  leading  computer 
testing  lab.  Configure  and  price  desktop  and 
notebook  computer  systems  with  Maven's 
:»H«','i»/.l:l1  tad  dig  into  computer-industry  news 
and  reviews  from  the  world's  best-selling 
business  magazine.  Business  Week. 
Use  Maven  before  you  shop.  And  have  fun! 
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pie  for  our  new  survey  of  the  top 
business  schools  (BW— Oct.  21).  We 
have  made  plans  to  provide  more  in 
teraction  between  print  and  elec- 
tronic media. 

Our  newest  computer  guides  re- 
flect the  talents  of  a  sizable  crew- 
drawn  from  the  magazine,  from  our 
online  staff,  and  from  xstl,  another 
unit  of  The  McGraw-Hill  Companies 
Senior  Editors  Geoff  Lewis  of  our 
Information  Processing  section  and 
Jim  Ellis  of  the  Personal  Business 
section  supervised  the  print  version, 
while  online  Senior  Editor  Bob 
Arnold  organized  the  electronic  ver- 
sion. At  nstl,  Managing  Editor 
Andy  Froning  coordinated  the  test- 
ing and  rating  process  for  the  100  oi 
so  products  on  the  first  version  of 
the  Web  site. 

Count  on  the  Web  site  to  be  up- 
dated regularly,  as  new  products 
come  out  and  old  ones  are  retired. 
And  watch  the  prices  for  regular  up 
dates,  too.  Happy  reading  and 
browsing.  I  hope  your  computer 
shopping  just  got  easier. 

Editor-in-Chie 


Think  of  us 


or  all  of  your 


drop-dead  dates. 


Same  Day 
Overnight  by  8  A.M. 
Overnight  by  1030  A.M. 
Guaranteed  2-Day 
Guaranteed  3-Day 
Etc.,  etc.,  etc. 


deference  to  your  death-defying  schedule,  we'll  get  right  to  the 
int.  Here  and  around  the  world,  nobody  can  offer  you  as  many 
aranteed*  on-time  delivery  options  as  UPS.  Whether  that  means 
tting  your  most  urgent  package  across  the  country  in  hours,  or 
ross  an  ocean  by  breakfast.  Or  if  it  means  getting  inventory  out 
your  warehouse  today,  even  if  your  customer  can't  take  delivery 
itil  the  day  after  tomorrow.  You  might  say  we  can  offer  C^^^^) 

1  .     .        |      |  ||  .  a  *  WORLDWIDE 

:imely  response  to  every  critical  deadline.  Assuming    Olympic  sponsor 
at  these  days,  there  is  any  other  kind.  Look  for  us 
i  the  Internet  at  http://www.ups.com  or  call  us  at 

800-pick-ups.  MOVING  at  the  SPEED  of  BUSINESS: 
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To  be  taken  seriously,  there  are  certain  things  a  business 
must  do.  Like  creating  slick,  full-color  brochures.  And 

iewsletters.  And  invitations.  And  business  And 

sites.  All  those  things  that  say  you're  for  real  and  usually 
quire  the  help  of  a  graphic  designer.  A  highly  paid  graphic 
designer.  Fortunately  for  you,  they  all  happen  to  be  things 
hat  the  new  Microsoft  Publisher  97  does  very  well,  even  if 
you  don't  know  the  first  thing  about  doing  any  of  it.  Our 
'ageWizard  guides  you  step  by  step  through  the  process  of 


creating  professional  materials  of  virtually  any  description. 
Armed  with  a  library  of  5,000  clip  art  images,  digital  stock 
photography,  dozens  of  templates,  150  fonts  and  a  WWW  link 
to  an  of  even  more  images,  sounds  and  video, 

is  ready  to  help  transform  your 
business  right  out  of  the  box.  For  a  version, 
visit  www.microsoft.com/publisher/trial/.  It  can  make  any 
company  look  like  a  million  bucks.  For  approximately 
$999,920  less. 


Where  do  you  want  to  go  today?' 


Microsoft" 

www.microsoft.com/publisher/trial/ 
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ADJUSTING  THE  PICTURE 

ON  CABLE  TV  

Your  Cover  Story  "Cable  ty:  A  crisis 
looms"  (Oct.  14)  all  but  ignored  our  com- 
pany and  our  industry  s  strategy  to  de- 
ploy state-of-the-art  technology,  develop 
local  ties  through  programming,  offer  a 
comprehensive  guarantee,  and  position 
ourselves  to  offer  new  and  promising 
telecommunications  products. 

We  have  set  our  sights  on  what 
business  week  mistakenly  terms  "new 
rivals" — incumbent  phone  companies, 
satellite  ty.  and  wireless  technologies. 
For  years,  we  have  listened  to  these 
rivals  making  unmet  promises  as  we 
moved  to  address  the  issues  they  rep- 
resent in  a  focused  fashion. 

In  my  more  than  20  years  in  the  cable 
business.  I  have  read  many  times  of  our 
industry's  woes,  only  to  see  us  adjust 
and  succeed  with  sound  strategies  and 
entrepreneurial  ingenuity.  I  am  confident 
that  we  will  persevere  and  thrive. 

James  L.  Dolan.  ceo 
Cable  vision  Systems  Corp. 

New  York 

Cable  companies  are  arrogant,  raise 
prices  at  even-  opportunity,  lobby  against 


CORRECTIONS  &  CLARIFICATIONS 

A  chart  in  "Whiz  kid"  (Finance.  Oct.  21)  con- 
tained incorrect  figures  on  PaineWebber 
Inc.'s  average  return  on  total  equity.  The 
return  for  the  first  six  months  of  1996  was 
22%,  not  11%. 

business  week  erred  in  writing  that  John  C. 
Malone  of  Tele-Communications  Inc.  (tci). 
has  trimmed  his  stake  in  the  company 
("Cable  TV:  A  crisis  looms."  Cover  Story.  Oct. 
14).  Malone  continues  to  hold  about  a  4% 
stake  in  tci  and  approximately  the  same 
stake  in  tci's  programming  unit.  Liberty 
Media. 


regulation,  give  poor  service,  and  gener- 
ally ignore  customer  relations.  Xow.  peo- 
ple are  leaving  them  in  droves  when  a 
reasonably  economical  alternative  pre- 
sents itself. 

The  great  mystery  is  why  everyone 
didn't  anticipate  this  consequence.  The 
cable  companies  have  dropped  the  ball 
for  too  long.  Don't  pity  them:  pity  their 
stockholders. 

Harry  Runnels 
Crvstal  River.  Fla. 


SKY-HIGH  EMOTIONS 
ON  FLYING  LAPTOPS 


As  an  employee  of  a  major  manun 
turer  of  radio  equipment  and  an  ina 
national  traveler.  I  absolutely  agree  i 
personal  electronic  devices  should! 
banned  on  aircraft  ("Could  a  laptop  bn 
down  an  airliner?"  Science  &  Technolfl 
Oct.  14).  These  emissions  are  extrernj 
unpredictable.  Besides,  it  wouldn't  j 
us  to  watch  the  movies,  read  busin 
week,  or  even  break  out  an  old-fi 
ioned  pencil  now  and  then,  would  it? 

Geno  Mile 
.Allen  Telecom  Gta 
Clevel 

I  do  not  believe  that  a  CD  player  cd 
"bring  down  an  airliner"  as  your  art] 
implied.  We  need  evidence  of  the  danj 
If  CDs  are  indeed  a  real  threat,  the: 
would  be  the  first  not  to  use  thenn 
the  air.  The  traveling  public  needs  m 
definite  data  to  convince  it  that  all  e 
tronic  devices  are  harmful  to  airliner 
Al  Tschaa 
Idaho  Falls.  Ida 

If  there  is  the  slightest  possibility  t 
electronic  devices,  including  laptop  cc 
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;ers,  can  interfere  with  an  airline's 
ctronic  system,  they  should  be  banned 
aircraft. 

Michael  R.  Adler 
Fort  Lauderdale,  Fla. 

rhe  Federal  Aviation  Administration 
luld  institute  a  design  standard  that 
uld  protect  cockpit  instrumentation 
m  electromagnetic  interference — and 

industry  should  comply  with  it. 
It's  time  to  bring  airplane  passengers 
D  the  computer  age,  which  they  now 
oy  everywhere  except  in  the  air!  If 

can  develop  a  Boeing  777  airliner  en- 
;ly  by  computers,  we  certainly  can 
;ign  protection  into  the  cockpit. 

Thad  Perry 
Somis,  Calif. 

Sfou  accurately  portray  the  dangers 
t  portable  electronic  devices  pose  to 
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airline  safety.  But  you  ignore  an  alterna- 
tive to  restricting  the  use  of  electronic 
devices — that  is,  the  shielding  of  aircraft 
electronics  from  interference. 

Protecting  electronics  from  interfer- 
ence is  common  in  the  military  and 
would  raise  manufacturing  costs.  There 
is,  however,  a  compelling  justification  for 
the  expense.  Eliminating  laptops  does 
nothing  to  protect  electronics  from  pow- 
erful sources  of  interference  outside  the 
aircraft.  If  passenger  safety  is  the  pri- 
mary concern,  then  shielded  aircraft  elec- 
tronics is  the  solution. 

William  H.  Payne 
Rancho  Santa  Fe,  Calif. 


In  your  article  about  the  Oxford  Uni- 
versity business  school  ("Welcome  back 

Registered  for  GST  as  The  McGraw-Hill  Companies  Inc.  GST  #R12!(l7S«7:t. 
Copyright  19%  bv  The  McGraw-Hill  Companies.  Inc.  All  rights  reserved.  Ti- 
tle registered  in  U.S.  Patent  Office.  European  Circulation  Center.  McGraw- 
Hill  House,  Maidenhe-.nl.  Berks.  England.  Telephone:  01628-23431;  Telex;  tUWlO. 

Officers  of  The  McGraw-Hill  Companies.  Inc.:  Joseph  L.  Dionne,  Chairman 
and  Chief  Executive  Officer;  Harold  W.  McGraw.  III.  President  and  Chief 
Operating  Officer;  Kennet  h  M.  Vittor.  Senior  Vice  President  and  General 
Counsel;  Robert  J.  Bahash.  Executive  Vice  President  and  Chief  Financial 
Officer;  Frank  D.  Penglase.  Senior  Vice  President.  Treasury  Operations; 
Michael  K.  Hehir.  President.  Information  Services  Group. 

PHOTOCOPY  PERMISSION:  Where  necessary,  permission  is  granted 
by  the  copyright  owner  for  those  registered  with  the  Copyright  Clearance 
Center  (CCC).  222  Rosewood  Drive,  Danveis.  MA  01021.  to  photocopy  any 
article  herein  for  the  flat  fee  of  $1.80  per  copy  of  each  article.  Send  pay- 
ment to  the  CCC.  Copying  for  other  than  personal  or  internal  reference 
use  without  express  permission  of  The  McGraw-Hill  Companies,  Inc.  is 
prohibited.  Address  requests  for  customized  bulk  reprints  to  Business 
Week  Reprints,  P.O.  Box  457,  Hightstown,  N  J.  08520,  or  call  609-420-540J. 
ISSN  0007-713S/96VS3.50  PRINTED  IN  THE  U.S.A. 


to  Oxford,  Mr.  Kay.  Here  are  your  box- 
ing gloves,"  International  Business,  Oct. 
14),  you  referred  to  my  gift  of  $31  million 
as  coming  from  "a  controversial  Syrian- 
born  arms  dealer."  Whether  I  am  con- 
troversial is  a  matter  for  your  judgment. 
I  was,  indeed,  bom  in  Syria.  I  am  not, 
however,  and  never  have  been,  an  arms 
dealer.  This  is  not  a  matter  for  debate;  it 
is  a  matter  of  fact. 

My  business  is  primarily  involved  in 
the  far  more  prosaic  worlds  of  construc- 
tion and  investment. 

Wane  Rida  Said 
Monaco 

CLICK  ON  THOSE 
FAMILY-FRIENDLY  COMPANIES 

Your  recent  Cover  Story  on  some  of 
the  nation's  most  "family-friendly"  com- 
panies ("Work  and  family,"  Sept.  16)  of- 
fers hope  to  a  public  struggling  with  the 
conflicts  posed  between  our  8-hour  and 
24-hour  jobs. 

Lest  we  get  too  comfortable  about 
the  evidence  of  good  corporate  citizen- 
ship in  your  article  and  our  Web  site,  let 
us  all  remember  a  haunting  statistic 
from  the  business  week  survey:  Even 
among  workers  at  companies  with  es- 
tablished work-family  programs,  60%  re- 
port that  their  bosses  don't  (or  only 
"somewhat"  do)  "take  people  into  ac- 
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VIDEO  CONFERENCING 

Presumably  you  would  Which  is  why  Packard  Bell  Platinum'"  series  computers  come  equipped  for 
video  conterencing.  Just  add  a  video  conferencing  camera  or  camcorder  and  have  face-to-face  conversations 
via  telephone  or  the  Internet.  The  computers  are  powered  with  the  Intel'  Pentium  processor  and  come  with 
built-in.  cable-ready  TV.  full  3-D  graphics.  Direct  Internet  Access  and  state-of-the-art  hardware  and  software 
enhancements.  So  you  can  keep  in  touch  with  friends  and  colleagues  in  even  the  most  remote  corners  of  the 
world.  All  from  the  comfort  of  home.  Visit  us  at  http://www.packardbell.com 


Packard  Bell 

the  world's  #1  selling  home  computer 
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You  know  it's  out  there.  Information  that  will  affect 
your  world,  your  life,  your  state  of  being.  All  you  need 
is  the  time  and  energy  to  find  it.  All  you  need  is 
AirMedia  Live.  IT'S  NEW.  IT'S  WIRELESS.  IT  COMES  TO  YOU. 
We  continuously  broadcast  the  best  of  the  Internet 
directly  to  your  PC,  without  your  needing  to  be  on-line 
or  tying  up  a  phone  line.  AirMedia  Live  Internet 
Broadcast  Network  delivers  breaking  headline  stories 
from  sources  like  Knight-Ridder  and  Reuters,  the  latest 
stock  market  updates  from  financial  sites  including 
Quote.com  and  up-to-the-minute  sports  scores  from 
services  like  The  Sports  Network  and  SportsLine. 
AirMedia  Live  never  sleeps— you  get 
E-Mail  alerts,  weather  forecasts, 
entertainment  reviews  and  more. 
Beamed  right  into  your  computer. 
DISCONNECT  &  STAY  INFORMED.  After 
you've  signed  up,  relax  and  use  your 
computer  as  you  always  do.  Before 
you  know  it  you'll  receive  audio  and 
visual  alerts  which  fly  in  wirelessly 
Hot  off  the  Internet;  and  appear  above 
whatever  application  you're  using. 
Click  on  one  of  these  alert  icons  and 
now  you've  got  your  finger  on  the  pulse  of  the  web. 
FOR  THOSE  WHO  NEED  TO  KNOW  FIRST.  So  how  do  you 
get  your  hands  on  this  revolutionary  service?  Simple. 
Install  a  Global  Village  NewsCatcher  that  includes  our 
award  winning  multimedia  software.  Then  sign  up. 
A  higher  intelligence  awaits  you. 

Visit  us  at  www.airmedia.com  or  call  1-800-AIR-MEDIA. 

AirMedia  Live 


Knowing  now  makes  the  difference. 
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U.S.  Savings 

Bonds 
Are  Now  Tax 
Free  For 
College. 
Good  News 

Today. 
Better  News 
In  18  Years. 


If  the  cost  of  a  college  educa- 
tion seems  expensive  now.  imagine 
what  it  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 


The  Creal  American  Investment 
A  ouDlc  service  c4  this  oubl  ca'uon 


count  when  making  decisions."  Let's  hear 
it  for — and  leam  from — the  other  40%. 

Robert  B.  Reich 
Secretary  of  Labor 
Washington 

INVISION 

BEGS  TO  DIFFER  

I  was  surprised  that  business  week 
would  provide  anonymous  short -sellers 
such  an  unabashed  and  unchallenged  fo- 
rum for  their  views  ("Sniffing  trouble  at 
InVision,"  Inside  Wall  Street,  Oct.  14). 
The  Gore  Commission  on  Aviation  Se- 
curity recommended  that  54  InVision 
CTX  5000  SP  machines  be  purchased  as 
part  of  the  Aclministration's  antiterrorism 
initiative.  Funding  for  the  initiative  was 
signed  into  law  last  week. 

As  the  developer  of  the  only  FAA-cer- 
tified  explosive-detection  system  and 
the  only  product  mentioned  by  name  in 
the  recommendations.  InVision  is  en- 
thused by  the  opportunity  to  continue 
working  with  the  faa  to  begin  timely 
implementations  of  our  technology 
throughout  the  country. 

When  implemented  properly,  a  single 
InVision  CTX  5000  SP  can  scan  in  excess 
of  300  bags  per  hour.  To  put  this  in 
perspective,  our  first  working  version  of 
the  machine,  which  was  built  in  1991. 
scanned  five  bags  per  hour.  We  are  cur- 
rently working  on  additional  improve- 
ments with  an  attainable  throughput 
goal  of  600  bags  per  hour  in  1998.  The 
applications  for  our  products  and  tech- 
nology are  virtually  limitless,  and  cer- 
tainly not  limited  to  aviation  security 
nor  to  the  shortsighted  projections  of  a 
short-seller. 

Sergio  Magistri 
President  and  ceo 
InVision  Technologies 
Foster  City.  Calif. 

A  WASTELAND 

IN  64  BITS?  

I  wonder  how  many  readers  besides 
myself  were  dismayed  by  the  blindly  up- 
beat tone  of  your  article  "  'Infinitely  cool' 
in  64  bits"  (Personal  Business,  Oct.  14). 
With  so  much  attention  being  focused  in 
the  business  press  on  what  America's 
children  need  to  meet  the  challenges  of 
tomorrow's  complex  global  business  en- 
vironment, your  enthusiasm  for  the  latest 
video-game  technology  seems  strikingly 
out  of  place. 

As  you  said.  "If  you  spring  for  the 
N64,  there's  little  clanger  of  it  sitting, 
unused,  in  the  closet."  We'd  be  better 
off  worrying  about  our  children's  imagi- 
nation and  learning  potential  sitting  un- 


used— if  we  unthinkingly  allow  them 
spend  hour  upon  hour  transfixed  on  noi 
ing  more  intellectually  nourishing  th 
the  dazzling  3-D  antics  of  a  64-bit  Mar 
Chins  Char 
Fairlee,  ^ 

YOU'VE  GOT  TO  HAVE 
A  LITTLE  FAITH,  MR.  ROBERTS 

Paul  Craig  Roberts  argues  that 
makes  no  sense  to  "trust  our  health,  e 
ucation,  and  retirement"  to  a  dishone 
government.  ('Time  to  cut  government 
smaller  slice  of  the  pie."  Economic  Vie\ 
point,  Oct.  14.)  So  who  is  it  we  shou 
trust  instead? 

We  do  not  have  to  search  our  ow 
press  very  diligently  to  find  misplac* 
trust  in  brokers,  investment  advisers,  < 
mutual-fund  managers — all  in  the  pi 
vate  sector.  Roberts  acknowledges  i 
much.  But  we  are  not  all  economist 
and  if  we  are  going  to  build  a  nest  eg 
for  our  retirements,  we  are  going  1 
have  to  trust  somebody. 

Surely  there  are  some  in  govemmei 
who  merit  distrust — surely  there  ai 
some  in  the  private  sector  also.  But  fc 
everyone  who  deserves  our  condemn; 
tion,  in  both  the  public  and  private  set 
tors,  there  are  millions  of  people  wh 
honestly  work  hard  for  the  interest  < 
those  they  serve. 

Brita  Masc 
Danvers,  Mas 

THE  LITTLE  GUY  HAS 
BEEN  AROUND  A  LONG  TIME 

In  "  'Small  business  is  big  business' 
(Marketing,  Sept.  30).  I  found  most  ii 
teresting  the  suggestion  that  service  1 
the  "little  guy"  is  a  newly  discovere 
facet  of  the  business  world.  The  reality 
that  small  and  midsize  CPA  firms  ha\ 
long  serviced  this  very  large  and  vit 
sector  of  our  economy,  and  they  ha\ 
done  it  quite  well. 

Kalman  A.  Barsc 
Bridgewater,  N., 

THE  DOWNWARD  SPIRAL' 

AT  NCR  

"Is  xcr  ready  to  ring  up  some  cash' 
(News:  Analysis  &  Commentary.  Oct.  t 
vastly  underestimated  the  challenges  th 
ceo  Lars  Nyberg  faces. 

The  article  cited  NCR's  retreat  froi 
the  personal-computer  business  as  ev 
dence  of  the  company's  greater  focu 
but  it  is  actually  evidence  of  NCR's  it 
ability  to  compete.  NCR  abandoned  pe 
sonal  computers  because  it  was  too  ii 
flexible  to  master  the  combinatic 


The  Straight  Paper  Path 
Technology,  the  secret  to 
trouble-free  printing. 
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HL730  Windows  /DOS 
Starting  Around  $399.99" 


HL730DX  with  Font  Manager 
Starting  Around  $429.99" 


The  new  Brother  700  Series  Laser  Printers.  It's  not  easy  taking  an  award-winning  line 
of  printers  and  making  them  even  better.  But  we  did  it.  Our  new  700  series  laser 
printers  have  even  more  of  the  features  you're  looking  for.  The  unrivaled  sharpness  of 
true  600  dpi  laser  output,  advanced  straight  paper  path  technology  (to  print  on  a  wide 
variety  of  paper  stock  and  sizes)  at  speeds  up  to  a  blazing  6  pages  per  minute.  They  even  come  with 
Free  Surf  'n'  Print  Software  (for  easy  printing  off  any  Internet  site).  All  at  a  price  that's  every  bit  as 
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amazing  as  their  performance.  So  if  you  think  our  award-winning  printers  couldn't  be  beat,  ask  for 
the  next  generation  of  Brother  laser  printers -the  new,  unbeatable  700  series. 
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Brother  International  Corporation,  Somerset,  NJ  •  Brother  Industries,  Ltd.,  Nagoya,  Japan 
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This  announcement  is  not  an  offer  to  buy  or  sell  securities.  Offers  are  made  by  prospectus  only. 

Introducing 
GMAC  SmartNotes 

A  new  investment  option  for  individual  investors. 
SmartNotes  are  typically  available: 

•  at  par  in  denominations  of  $1,000 

•  in  a  variety  of  maturities  and  interest  payment  options 

•  with  a  survivor's  option  allowing  an  investor  flexibility  for  estate  planning 

•  w  ith  rates  announced  on  Friday,  published  in  the  Wall  Street  Journal  on 
the  following  Monday,  and  typically  available  until  Thursday 

SmartNotes  are  offered  only  by  prospectus  through 
The  Chicago  Corporation 

A.G.  Edwards  &  Sons,  Inc. 

Edward  D.  Jones  &  Co. 

Prudential  Securities  Incorporated 
Smith  Barney  Inc. 
and  other  participating  brokers/dealers  throughout  the  United  States. 

GMAC 

FINANCIAL  SERVICES 

http://www.direct-notes.com/gmac  or  www.gmacfs.com/invest 

Always  check  weekly  offers  and  read  the  prospectus  before  making  an  investment  decision. 
©1996  GMAC  All  Rights  Reserved. 


The  1997  Business  Week  Pocket  Planner. 

Made  by  British  craftsmen  -  and  available  in  your  choice  of  colors:  classic  black 
or  rich  burgundy  -  this  slimline  pocket  planner  offers  true  value  for  the  money. 
Boasting  a  13-month  calendar,  week-to-view  appointments'  pages,  and  a  useful 
business/ travel  information  section,  it's  the  planner  you  should  be  using. 

To  Order:  Make  check  payable  to  BUSINESS  WEEK  PLANNER  and  mail  to 
DEPT.  BC37,  P0.  Box  1597,  Fort  Lee.  NJ  07024  U.SA  Enclose  separate  sheet 
with  color  choice,  personalization  requirements  and 
delivery  details.  N.J.  residents  add  6%  Sales  Tax. 
U.K.  residents  please  add  VAT  Full  refund  if  not 
completely  satisfied  with  materials  and  workmanship. 


Gold 
blocking 
of  your 
lull  name 
add  $4. 75. 

USA  Credit  card  holders  may  call  "^Mggjg5^»^. .  M  /''«"»""*'■"< 

SESk  TOLL-FREE  800-247-2570  ^ 

JL.A     In  Iowa  800-362-2860.  Ask  Operator  18  for  Dept  BC37 
We  honor  AmEx/DinersA:isa/MasterCard 

For  customization  options  and  special  discounts  on  larger  quantities  call  Amanda  Kane  at  201461-0040,  or  fax  to  201-4613 


of  rapid  innovation,  efficient  manufact* 
ing,  and  creative  marketing  that  is  I 
quired  in  order  to  win  in  what  has  - 
sentially  become  a  commodity  mark; 
But  what's  true  of  personal  computers! 
also  becoming  true  for  higher-end  hai- 
ware  such  as  the  servers  that  NCR  se] 
If  NCR  cannot  make  a  profit  with  po 
sonal  computers  running  Windows  'J 
how  does  it  expect  to  make  a  profit  wj 
servers  running  Windows  NT? 

While  it  might  seem  that  NCR 
"streamlined"  now  that  it  has  reducj 
its  staff  to  39,000  employees,  do\l 
from  55,000  in  1991,  that  is  only  a  29 
reduction.  By  comparison,  Digital  ai| 
IBM — which  are  both  companies  wi 
stronger  product  sets  than  NCR — ha| 
cut  more  than  50%  of  their  workforce 
in  order  to  remain  profitable.  NCR's  el 
ployees  realize  that  more  layoffs  a 
inevitable,  contributing  to  a  debilitath 
morale  problem.  Nyberg  lacks  the  re 
olutionary  fervor  that  might  inspi: 
employees  to  do  more  than  run  for  co 
er  as  the  pink  slips  rain  down  fro 
headquarters. 

While  one  always  hopes  for  the  bes 
what  is  more  likely  at  NCR  is  the  dow 
ward  spiral  of  layoffs  and  losses  (< 
layoffs  to  prevent  losses)  that  hai, 
plagued  similar  companies  such  ; 
Unisys,  Data  General,  Control  Dat 
and  Wang.  Unless  NCR  changes  its  co 
porate  culture  and  business  strategi* 
in  some  very  fundamental  ways,  tl 
company  will  probably  be  reduced  I 
servicing  a  dwindling  niche  of  existir 
customers. 

Long-term  investors  should  bewar 
Geoffrey  Jam< 
Hollis,  N.  I 
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COMING  RUSSIAN  BOOM 

ide  to  New  Markets  and  Politics 

chard  Layard  and  John  Parker 
Press  •  380pp  •  $27.50 


j  RUSSIA  ABOUT 
0  STRIKE  IT  RICH? 


"^he  timing  could  have  been  per- 
fect. Richard  Layard  and  John 
.  Parker  completed  writing  The 
ing  Russian  Boom  in  March,  just 
e  months  before  Russia's  crucial 
idential  elections.  Although  Boris 
>in  was  trailing  in  the  polls,  the  au- 
jj  gambled  that  he  would  defeat  his 
munist  rival,  touching  off  a  boom  in 
stment — just  as  their  book  hit  the 
res  this  fall. 

at  writing  about  Russia  is  fraught 
peril.  Although  Layard  and  Parker 
sed  right  on  Yeltsin's  victory,  their 
:  is  coming  out  just  weeks  before 
;in  goes  under  the  knife  for  bypass 
ery  and  as  a  vicious  power  struggle 
s  around  the  Kremlin.  It's  almost  as 
ussia  cannot  live  without  crisis, 
e  the  country  has  survived  many  of 
i — from  attempted  coups  to  the  col- 
;  of  its  currency — it  takes  a  brave 
to  predict  a  coming  Russian  boom. 
it  Layard's  and  Parker's  work 
3S  for  fascinating  reading  precisely 
use  of  its  contrarian  outlook.  Al- 
gb  the  timing  is  unfortunate,  the 
:  presents  a  well-documented  case 
capitalism  has  taken  root  in  Russia 
;ood.  "Whatever  happens  to  the  pol- 
,  there  will  be  strong  economic 
rth,  based  on  private  enterprise," 
write.  Russia's  economy  "will  grow 
ir  over  the  next  twenty  years  than 
of  most  oecd  countries,  and  proba- 
aster  than  most  emerging  markets 
>ide  the  Far  East)." 
le  authors  belong  to  what  I  call 
half-full-glass"  school  of  Russia  ob- 
ers.  A  professor  at  the  London 
iol  of  Economics,  Layard  has  been 
dviser  to  the  Russian  government 
!  1991.  Parker  was  The  Econornists 
cow  correspondent  when  reforms 
i  launched  in  1992.  "We  have  al- 
3  been  more  optimistic  than  most 
ile  about  Russia,"  they  admit, 
leir  approach,  though,  is  far  from 


naive.  They  structure  the  book  around 
12  tough  questions,  beginning  with  what 
they  call  the  biggest  one  of  all:  "Is  Rus- 
sia different?"  For  centuries,  Russian 
thinkers  have  argued  that  Russia  is 
unique.  This  is  so  not  only  because  of  its 
size,  straddling  Europe  and  Asia,  the 
argument  goes,  but  because  "the  Russian 
soul"  is  different:  Russians  value  things 
of  the  spirit  and  collectivism  far  more 
than  individualism  and  material  success. 
And  Russia  has  long  been  known  for  its 
tendency  toward  authoritarianism.  All 
these  factors,  skeptics  ar- 
gue, make  it  impossible  for 
Russia  to  embrace  democ- 
racy and  capitalism. 

The  Coming  Russian 
Boom  attempts  to  defeat 
these  arguments.  Russia's 
size  should  not  interfere 
with  its  ability  to  develop  a 
market  economy  in  an  era 
of  global  communication 
and  technology,  Layard  and 
Parker  argue.  And  it  is 
largely  the  older  generation 
that  believes  the  Russian 
soul  is  unique:  Younger  Russians,  polls 
show,  consider  their  country  a  European 
nation.  The  authors  also  cite  research 
showing  that  "Russians  are  no  more  hos- 
tile to  business  or  private  property  than 
Americans  are,  nor  are  they  more  in- 
tolerant of  income  inequalities." 

The  economic  transformation  since 
1992  bears  out  the  authors'  conclusion 
that  Russia  can  develop  into  what  "re- 
formers have  long  held  up  as  their  aim: 
a  normal  country."  When  the  govern- 
ment liberalized  the  economy  in  January, 
1992,  the  Russian  citizen  responded  like 
homo  economicus — not  homo  sovieticus. 
As  prices  more  than  tripled  and  as 
wages  lagged,  Russians  began  working 
extra  jobs  to  earn  more  money.  After 
sweeping  privatization,  70%  of  the  econ- 
omy is  in  private  hands.  Citizens  want 
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to  preserve  what  they  have  gained. 

So  when  does  the  boom  begin?  Lay- 
ard and  Parker  don't  say  exactly,  but 
they  predict  that  the  economy  will  be 
chugging  along  at  growth  of  5%  a  year 
by  the  end  of  the  decade.  Russian  offi- 
cials are  forecasting  2%  or  more  next 
year,  even  though  gross  domestic  prod- 
uct shrank  by  6%  in  the  first  nine 
months  of  1996.  Inflation  is  under  con- 
trol, and  industry  is  in  the  midst  of  a 
shakeout.  "The  economy  has  now  bot- 
tomed out,  and  it  is  poised  for  an  up- 
surge," argue  Layard  and  Parker.  The 
authors  believe  investors  will  be  enticed 
by  the  promise  of  cheap  assets.  "At  $20 
billion,  Russia's  main  companies  are  val- 
ued at  about  7  percent  of  one  year's 
national  income,"  they  write — compared 
with  about  70%  for  the  U.  S. 

But  there  are,  of  course,  obstacles  to 
exploiting  Russia's  economic  potential. 
The  most  important  is  the  government's 
failure  to  enforce  the  laws,  notably  those 
involving  property  rights,  contracts,  and 
tax  collection.  That's  a  major 
reason  for  the  explosion  of 
organized  crime  in  Russia: 
Hired  killings  still  often  take 
the  place  of  the  courts.  The 
Mafia  will  remain  a  part  of 
the  Russian  scene  for  years, 
Layard  and  Parker  believe, 
but  they  see  signs  that  Rus- 
sian criminals  want  to  legit- 
imize their  illegal  gains. 
"Those  who  made  their  for- 
tunes by  robbery  already 
want  to  develop  reputations 
for  more  respectable  practice, 
and  they  want  a  strong  legal  system  to 
protect  the  property  they  previously 
stole,"  the  authors  argue. 

The  other  major  problem  is  political 
instability.  Just  as  Western  investors 
held  their  breath  before  last  June's  elec- 
tion, they  are  now  watching  warily 
while  the  President  prepares  for 
surgery.  The  recent  battle  pitting  Prime 
Minister  Viktor  Chernomyrdin  and 
Yeltsin  aide  Anatoly  Chubais  against 
ambitious  ex-general  Alexander  Lebed, 
which  led  to  the  ouster  of  the  latter, 
only  added  to  investor  nervousness. 

What  will  happen  after  Yeltsin's  op- 
eration is  just  the  latest  of  Russia's 
frightening  unknowns.  Writing  even  be- 
fore the  presidential  race,  Layard  and 
Parker  concluded  that  Russia  would 
most  likely  continue  on  a  course  similar 
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to  that  charted  by  Yeltsin.  They  say 
this  would  mean  a  government  reason- 
ably friendly  to  Western  investors,  who 
would  help  fuel  5%  annual  growth. 

The  authors  do  envision  other  possi- 
bilities. One  is  the  rise  of  a  "noncom- 
munist  nationalist"  who  would  rule  with 
an  authoritarian  style  but  defend  the 
market  economy.  Another,  less  likely, 
would  be  a  government  of  accelerated 
reform.  That  could  produce  growth  of 
6%  a  year  and  foreign  investment  of 
up  to  $10  billion  annually — more  than 
triple  the  level  of  recent  years. 

The  biggest  drawback  of  The  Coming 
Russian  Boom  remains  its  poor  timing. 
Lebed,  who  placed  third  in  round  one  of 
the  presidential  vote,  rates  only  a  men- 
tion. And  the  most  recent  crisis  was  ob- 
viously unforeseen.  Nevertheless,  Layard 
and  Parker  do  a  good  job  of  explaining 
how  much  Russia's  economy  has  changed 
since  1992,  and  they  try  to  peer  into  its 
political  future.  For  executives  seeking  a 
solid  guide  to  the  new  Russian  capitalism, 
The  Coming  Russian  Boom  is  worth  a 
serious  look. 

BY  ROSE  BRADY 
International  Edition  editor  Brady 
was  Moscow  bureau  chief  from  1989  to 
1993. 


BOOK  BRIEF. 

THE  MISSING 

By  Andrew  O'Hagan 

New  Press  •  208pp  •  $20 

WHERE  ARE  THEY? 

You  know  the  feeling.  You 
could  be  in  a  big  store 
or  a  public  park.  Suddenly, 
the  spouse  or  child  who  was 
with  you  moments  before  is 
gone.  You  call  out  and  hur- 
riedly look  around,  but  no 
luck.  Then  comes  the  blood- 
freezing  thought:  My  God, 
what  if . . . 

Andrew  O'Hagan's  haunt- 
ing meditation,  The  Missing, 
focuses  on  those  who  have 
gone  astray — abducted  chil- 
dren, murdered  adults,  runaway  teens, 
emotionally  disturbed  wanderers,  and 
people  who  abandon  their  identities  in 
order  to  begin  new  lives.  First  pub- 
lished in  Britain,  the  book  deals  mostly 
with  cases  that  occurred  there.  But  as 
O'Hagan  points  out,  the  phenomenon  is 
universal:  "Hundreds  of  thousands  of 


Andrew  O'Hagan 


faces  look  out  from  milk  cartons  on 
breakfast  bars  of  America,  as  they 
from  wanted  posters  in  British  bus  : 
tions ...  on  Italian  television,  on  the  v 
dows  of  supermarkets  in  Helsinki." 

Combining  memoir  with  reports 
O'Hagan  recalls  several  disappearan 
from  the  neighborhood  of  his  yoi 
Later,  he  introduces  us  to  runav 
teens,  including  one  who 
scribes  her  drug  addict: 
rock-group  fixations,  ; 
only  dream — "to  sing 
Wembley  Stadium."  A 
liceman  declares  that  W. 
someone  goes  missing,  " 
choice  is  to  pull  out  all 
stops ...  or  use  the  old  si 
sense  and  say  'she'll  cc 
back  tomorrow.' " 

O'Hagan's  final  chap 
details  a  case  of  mass  rr 
der:  12  young  women  kii 
and  buried  in  a  Gloucester  couple's  hi 
yard,  where  they  lay  undiscovered 
up  to  10  yeai's.  Many  had  never  h 
reported  as  missing— their  friends  ; 
families  just  imagined  they  had  "g 
away."  Such,  the  author  tells  us,  is 
frayed  condition  of  society  today. 

BY* HARDY  GRE 


ADVERTISEMENT 

Successful  Privatisation  in  Hungary 

Privatisation  in  Hungary  is  a  unique  undertaking  as  there  has  been  no  attempt  anywhere  in  the  world  to  privatise  ass 
on  a  similar  scale.  The  process  which  began  in  1989  reached  its  peak  in  1995  when  the  social-liberal  coalition  came  i 
office.  The  dismantling  of  state  ownership  then  began  to  gather  steam.  Privatisation  became  an  undisputed  succ< 
once  the  law  reviewing  earlier  privatisation  processes  was  implemented  through  the  application  of  newly  develop 
privatisation  techniques  on  the  one  hand,  and  by  the  launching  of  Hungarian  Privatisation  and  State  Holding  Compa 
as  the  country's  only  privatisation  entity  on  the  other.  Under  the  leadership  of  privatisation  minister  Tamas  Suchman, 
sale  of  state-owned  property  -  which  even  as  late  as  the  end  of  1994  was  still  worth  an  estimated  HUF  1,000  billio 
began  to  gather  impetus.  1995  saw  unprecedented  privatisation  results  in  Hungary's  economic  history:  state 
companies  were  sold  in  the  energy  sector  and  the  government  of  Hungary  mopped  up  revenues  equalling  the  tt 
income  it  had  derived  from  all  other  privatisation  sales  together  prior  to  that  date.  This  series  of  transactions  reinforced 
confidence  of  foreign  investors  in  the  Hungarian  economy.  Record  revenues  amounted  to  HUF  473  billion,  of  which  m< 
than  half  came  from  the  sale  of  the  electricity  and  gas  utilities.  Other  successful  transactions  included  the  sale  of  sha 
in  MATAV,  one  of  the  largest  European  telecommunications  companies,  MOL  Rt.,  the  national  oil  company,  and 
privatisation  of  major  chemical  companies  such  as  BorsodChem  and  Tiszai  Vegyi  Kombinat  Rt.  in  1996.  Privatisatior 
the  phamaceutical  industry  was  also  completed  with  wellcapitalised  foreign  companies  acquiring  majority  holdings  v 
significant  investments.  Commencement  of  the  privatisation  of  banks  including  the  sale  of  the  Hungarian  Foreign  Trs 
Bank  Ltd.  and  Budapest  Bank  Rt.,  which  are  among  the  largest  local  financial  institutions,  opened  a  new  era  in  the  hist 
of  the  Hungarian  economy.  The  undoubtedly  successful  privatisation  of  HungarHotels  and  Hotel  Forum  characters 
and  also  corroborates  the  prudent  privatisation  policy  followed  well  into  1 996  through  which  the  privatisation  of  Hungar 
hotels  was  effectively  completed.  The  sale  of  industrial  holdings  also  began:  MGM,  one  of  the  flagships  of  the  process 
industry,  was  bought  by  Daewoo  of  South  Korea,  while  Taurus,  a  rubber  manufacturer  of  European  renown,  was  p 
chased  by  Michelin  of  France. 


Total  foreign  direct  investments  in  Hungary,  including  green  field  investments,  amount  to  approximately  USD  13  billii 
The  most  significant  investor  groups  of  Europe,  Asia  and  America  have  a  presence  in  the  country  and  are  contributing 
the  development  of  the  Hungarian  economy.  Hungary's  government  expects  to  complete  privatisation  by  1997.  It  will  r 
on  the  confidence  of  foreign  investors  when  it  comes  to  sell  the  remaining  HUF  800  billion  worth  of  stateowned  asse 
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Economic  Viewpoint 


BY  ROBERT  KUTTNER 


THERE'S  NOTHING  'NATURAE 
AROUT  5%  UNEMPLOYMENT 


LABOR  LABS: 

In  several 
cities,  the  rate 
is  below  2.5%. 
But  employers 
aren't  rushing 
to  raise  wages; 
they're  getting 
more  creative 
about  finding 
workers 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


With  unemployment  edging  down  to- 
ward 5%  nationally,  we  are  finally 
seeing  small  increases  in  median 
household  income.  Inflation  hawks  are  starting 
to  worry.  But  suppose  unemployment  got  re- 
ally low — say  2%  or  3%? 

There  are  more  than  a  dozen  metropoli- 
tan areas  where  unemployment  is  currently 
below  2.5% — and  they  provide  interesting  lab- 
oratories. Places  such  as  Madison,  Wis.,  Sioux 
Falls,  S.  D.,  Lexington,  Ky,  Omaha  and  Lin- 
coln, Neb.,  and  Bismarck  and  Fargo,  N.  D.,  all 
have  effectively  full  employment.  And  for  the 
most  part  they  don't  have  soaring  wage  or 
price  inflation. 

Contrary  to  the  model  of  a  "natural  rate" 
of  noninflationary  unemployment,  employers 
don't  respond  to  tight  labor  markets  by  rais- 
ing everyone's  wages.  Rather,  as  profit  maxi- 
mizers,  they  display  great  ingenuity  in  finding 
workers  without  increasing  labor  costs.  The 
result,  on  balance,  is  good  for  society. 

Very  tight  labor  markets  compel  business 
to  dip  deeper  into  the  labor  pool:  Hard-to-hire 
people  become  worth  the  trouble.  Such  mar- 
kets also  create  a  genuine  rationale  for  school- 
to-work,  apprenticeship,  and  mentoring  pro- 
grams as  well  as  job  fairs — because  there  are 
actual  jobs  at  the  other  end. 

According  to  labor  economists,  tight  local 
labor  markets  do  raise  wages,  but  mainly  at 
the  hottom  end.  In  plan's  such  as  Des  Moines 
and  Omaha,  where  the  unemployment  rate 
is  under  2.5%,  the  effective  minimum  wage  is 
above  $6  an  hour.  But  this  is  exactly  the 
medicine  that  the  low  end  of  the  job  market 
needs— a  living  wage. 

DECENT  JOBS.  Massachusetts  Institute  of 
Technology  economist  Paul  Osterman's  study 
of  Boston's  hot  labor  market  in  the  mid-1980s 
found  dramatic  reductions  of  poverty  rates 
as  tight  labor  markets  enabled  the  pour  to  get 
decent  jobs.  Between  1980  and  1988,  Boston 
poverty  rates  dropped  from  10.6%  to  5.6% 
for  white  families  and  from  29.1%  to  13.1%  for 
black  families. 

According  to  economist  Timothy  J.  Bartik 
of  the  Upjohn  Institute  for  Economic  Re- 
search, tight  labor  markets  are  not  necessar- 
ily inflationary  because  employers  can  fill  va- 
cancies by  upgrading  individual  employees. 
For  example,  if  Smith  is  promoted  to  fill  a  va- 
cancy and  gets  a  20%  raise,  he  is  earning 
more,  but  in  a  different  slot;  the  employer's 
overall  wage  costs  have  not  changed. 


To  fill  Smith's  former  job,  the  emp 
may  hire  Jones,  from  a  school-to-work 
gram  or  off  the  unemployment  rolls. 
10%  unemployment,  Jones  was  not  a  plai 
job  candidate.  But  with  a  scarcity  of  woi 
Jones  looks  attractive.  Whether  this  hire 
flationary  depends  on  how  much  it  cos 
train  Jones;  who  pays  for  the  training 
whether  Jones  will  work  productively  er 
to  earn  his  wage. 

In  Omaha,  business,  government,  and 
have  taken  a  2.4%  unemployment  rate 
challenge  to  maximize  the  community'; 
man  resources.  There  are  job  fairs,  ren 
recruitment  efforts,  and  intensified  scho 
work  and  welfare-to-work  programs.  W 
scarcity  has  also  intensified  business'  int 
in  supporting  early  childhood  educatio 
Madison,  with  1.5%  unemployment,  '. 
County  Executive  Richard  J.  Phelps  and 
versity  of  Wisconsin  professor  Joel  R< 
have  created  a  pilot  program  througl 
blue-ribbon  Economic  Summit  Council  to 
workers  and  match  skills  with  jobs. 
TOLERABLE  SIDE  EFFECT.  William  J.  Sf 
vice-president  of  the  Federal  Reserve  Ba 
Boston,  observes  that  the  classic  govern 
rationale  for  manpower  policies  is  to 
the  economy  to  run  near  full  employ 
without  courting  wage  inflation.  Enthusia 
education  and  training  should  note  the  ( 
tion  of  cause  and  effect:  High  demam 
workers  makes  it  cost-effective  to  spen 
sources  on  education,  training,  and  job  m 
ing.  But  a  better-educated  workforce 
slack  economy  will  not  create  jobs. 

General  inflation  does  not  break  oi 
tight  local  labor  markets  because  the  prk 
most  consumer  goods  today  are  set  glo 
not  locally.  An  exception  is  local  hoi 
prices,  which  may  temporarily  rise  until 
supply  catches  up  with  demand,  but  this 
tolerable  side  effect. 

As  business  leaders  of  Lexington,  i 
Falls,  Omaha,  and  Bismarck  will  tell 
tight  labor  markets  may  cause  inconveni 
but  it  is  the  happy  inconvenience  of  a  b 
ing  economy  that  compels  employers  tc 
creative  ways  to  treat  people  like  vali 
human  resources.  William  Vickrey,  the 
Nobelist  who  died  just  three  days  afte 
ceiving  his  prize,  used  to  haunt  confereno 
the  natural  rate  of  unemployment  decli 
that  the  proper  unemployment  rate  was 
Vickrey  was  right. 
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Sure,  you  need  to  add  function  to  your  computer, 
but  you  don't  need  all  those  machines  cluttering  up 
your  desk.  The  backpack  pd/cd  is  a  3-in-l  mass  storage 
solution  that  gives  you  a  CD  player  and  a  removable 
cartridge  storage  drive.  Backs  up  your 
hard  drive,  too. 

Now,  just  in  case  you're  not  up  on 
PDs  (optical  Phase  Disks),  they're  a  new 
can  read,  write  on, erase  and  remove  an 
of  times.  PDs  look  a  lot  like  CDs,  cost  less 
than  magnetic  cartridges,  and  can  store 
650MB.  Also,  they  can't  be  accidentally 
erased  by  magnetic  fields. 

Another  good  thing  is  the  easy  installation.  Plug  the 
backpack  pd/cd  into  your  printer  port  and  your  printer 
into  the  backpack.  That's  it.  Save  your  precious  few 
expansion  slots  for  something  else. 

And  best  of  all, the  backpack  pd/cd  is  half  the  price 
of  those  other  solutions! 


Standard  650MB 
optical  disks  t  an 
be  erased.  I  se 
over  niul  o\  er. 


f  Seagate  Software"  ^ 
backup  solution  included 
with  purchase  price,  j 


ailable  through  computer  dealers,  computer  superstores,  and  mail  order  catalogs, 
agate  Software  is  a  trademark  of  Seagate  Technology.  Inc. 
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MicroSaEutions 

The  port»ability  leader. 

Ph:  800-728-8228  (US  and  Canada) 
or  815-756-341 1,  Fax:  815-756-2928 
Internet:  www.micro-solutions.com 
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uth  Africa's  new  political  and  economic  era. 
11  Lynch  does  more  than  just  watch  these 
ther  powerful  forces  of  change  throughout 
odd.  We  help  people  everywhere  understand 


the  impact  of  these  forces  on  their  lives.  Insights 
that  help  countries,  companies  and  individuals 
shape  better  futures  make  the  difference. 
The  difference  is  Merrill  Lynch. 


Merrill  Lynch 

'     A  tradition  of  trust. 


Economic  Trends 


BY  GENE  KORETZ 

A  WARNING  FLAG' 
FOR  DETROIT 

Will  its  leasing  strategy  backfire? 

Economist  Tony  Riley  of  A.  Gary 
Shilling  &  Co.  thinks  it  could  mean 
big  trouble  for  Detroit.  After  rising  by 
an  average  of  7%  to  8%  a  year  since 
1992,  used-car  prices  this  year  have 
shown  all  the  resiliency  of  a  dead-cat 
bounce  (chart).  At  the  very  least,  agrees 
economist  Diane  Swonk  of  First  Na- 
tional Bank  of  Chicago,  the  recent  de- 
celeration in  used-car  prices  is  a  "warn- 
ing flag"  for  the  auto  industry  as  it 
looks  toward  '97  and  beyond. 

The  big  question  is  whether  the  trend 
reflects  a  long-feared  payback  from  De- 

USED-CAR  PRICES 
LOSE  THEIR  BOUNCE 
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troit's  reliance  on  leasing  to  bolster 
sales.  When  consumers  balked  at  high 
car  prices  in  the  1980s,  carmakers 
lengthened  loan  maturities  to  five  years 
to  keep  autos  affordable.  When  that 
strategy  ran  out  of  gas  in  the  late  1980s, 
Detroit  turned  to  auto  leases,  which  re- 
quired even  lower  downpayments  and 
monthly  outlays.  From  13.5%  of  retail 
vehicle  deliveries  in  1990,  leases  shot 
up  to  32%  last  year. 

All  along,  industry  observers  have 
warned  that  leased  cars  could  come  back 
to  haunt  carmakers  when  the  leases  ex- 
pired and  two-year-old  vehicles  flooded 
the  market.  But  thus  far,  such  predic- 
tions of  doom  have  failed  to  materialize. 
With  strong  demand  keeping  used-car 
prices  high,  dealers  have  made  money 
on  both  new-  and  used-car  sales.  And 
auto  makers  have  profited  from  high  re- 
sale values  of  returned  lease  vehicles. 

Now,  however,  the  collapse  of  used- 
car  price  inflation  could  mean  that  a 
painful  moment  of  truth  is  fast  ap- 
proaching. Weaker  used-car  prices,  notes 
Riley,  hurt  auto  makers'  profits  by  forcing 


them  to  offer  competitive  deals  on  new 
cars  and  by  lowering  the  value  of  cars 
coming  off  leases.  Meanwhile,  lower 
trade-in  values  inevitably  undercut  new- 
car  purchases  by  car  owners. 

With  industry  experts  already  pro-: 
jecting  slowing  new-car  sales  next  year, 
the  big  danger  is  that  a  rising  tide  of 
used  cars  will  undermine  the  market 
even  more  than  expected.  By  the  end  of 
1996,  a  record  3  million  cars  are  sched- 
uled to  come  out  of  leases,  with  the 
number  climbing  sharply  in  1997  as  well. 

"The  message  of  used-car  prices," 
says  Riley,  "is  that  the  down  cycle  for 
the  auto  industry  could  turn  out  to  be  a 
lot  more  traumatic  than  it  anticipates." 


IT'S  CLINTON 
-BY  A  LANDSLIDE 

So  says  a  regional  economic  model 

Most  forecasters  using  economic  fac- 
tors to  project  election  results  fore- 
see a  narrow  Clinton  victory  in  No- 
vember. An  econometric  model  devised 
by  S.  Brock  Blomberg  and  Karl  E.  Case 
of  Wellesley  College,  however,  projects  a 
virtual  Clinton  landslide. 

The  two  economists  note  that  the 
standard  econometric  voting  models — 
several  of  which  predicted  a  Bush  vic- 
tory in  1992 — rely  on  nationwide  rather 
than  regional  variables.  Except  for  in- 
flation, however,  their  model  uses  main- 
ly local  data.  In  essence,  it  projects  elec- 
tion results  state  by  state — weighing 
not  only  the  tendency  of  each  state  to 
vote  Republican  or  Democrat  and  to  re- 
elect incumbent  Presidents,  but  also  its 
recent  per  capita  income  growth  and 
its  gross  state  product. 

Applied  to  the  1964-92  periods,  the 
Blomberg-Case  model  correctly  predicts 
the  winner  in  every  Presidential  election 
and  85%  of  all  state  outcomes.  Looking 
at  the  election  ahead,  it  forecasts  that 
Bill  Clinton  will  win  61%  of  all  votes 
cast  for  the  two  major  candidates  and 
will  take  all  but  eight  states. 


WOMEN  SWELL 
THE  WORKFORCE 

The  kids  are  getting  to  school  age 

Although  labor-force  growth  has  ac- 
celerated this  year,  the  percent  of 
adult  men  either  employed  or  looking 
for  work  is  still  in  a  long-term  down- 
trend. Labor-force  participation  by 


adult  women,  on  the  other  hand 
risen  to  a  record  60% — defying 
widespread  view  that  it  had  le1 
off. 

Economist  Sophia  Koropeckyj  o 
gional  Financial  Associates  notes 
older  women  are  now  the  leading 
of  the  trend.  Among  those  aged 
44,  for  example,  participation  is  li 
more  than  a  percentage  point,  to  7 
since  the  start  of  the  year. 

One  reason  is  that  many  wome: 
reentering  the  labor  force  after  st; 
at  home  to  raise  young  chili 
(Kindergarten  enrollments  hit  a 
record  this  year.)  At  the  same 
sluggish  income  growth  and  the  in 
of  downsizing  on  male  earnings  con 
to  foster  the  need  for  two-wage-e; 
families.  And  the  ranks  of  single  w 
are  growing — only  82%  of  today' 
to-39-year-olds  have  ever  been  mai 
compared  with  90%  a  decade  ago. 

If  these  trends  continue,  says 
ropeckyj,  working  women,  who  ai 
ready  48%  of  the  workforce,  cou 
the  majority  by  2000. 


ASIA'S  GETTING 
THE  BIG  RAISES 

But  elsewhere  pay  hikes  are  sli 

~W?  merging  Asian  economies  ma 
M-J  slowing,  but  they're  still  gro 
at  a  respectable  pace,  and  so  is  th< 
of  local  managers.  According  to  a  si 
of  global  compensation  trends 
William  M.  Mercer  Cos.,  Asian 
agers'  real  salary  hikes  (adjustei 
expected  inflation)  next  year  will  i 
from  22%  in  India  and  12%  in  Chi 
4%  to  8%  in  most  of  the  other 
growing  Pacific  Rim  nations. 

Double -digit  n 
real  salary  in- 
creases are  also 
projected  for  sev- 
eral former  Sovi- 
et bloc  nations. 
But  in  most  of  the 
major  industrial 
nations,  manage- 
ment pay  is  ex- 
pected to  rise  by 
only  1%  or  2%  in 
real  terms.  In- 
deed, in  several 
countries — Italy, 
Austria,  Ireland, 
and  Portugal — 
salary  increases 
may  hardly  out- 
pace inflation. 


1997  GLOBAL  OUT 
FOR  MANAGERS- 
PROJECTED  REAL INCR 
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OW  LONG 

ILL  THE  SLOWDOWN  LAST? 

yas  a  lazy  third  quarter-but  don't  count  out  a  fourth  quarter  rebound 
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IPANIES  ARE  BEEFING 
THEIR  WAREHOUSES 
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There's  no  escaping  it:  The 
third  quarter  was  soft.  Just 
squishy  it  was  will  be  known  when  the  Com- 
e  Dept.  reports  on  real  gross  domestic  product  on 
30.  Was  last  quarter's  slowdown  a  prologue  for  this 
ter?  With  that  question  in  mind,  here's  a  break- 
1  of  what  to  expect  from  the  upcoming  GDP  data 
what  they  mean  for  the  outlook. 

Real  gdp  appears  to  have 
grown  about  2%  in  the  third 
quarter,  down  sharply  from 
the  second  quarter's  4.7% 
pace.  Final  demand  by  con- 
sumers, businesses,  and  gov- 
ernment struggled  to  make 
any  headway.  Foreign  trade 
in  particular  took  a  big  bite 
out  of  growth,  while  a  speed- 
up in  the  growth  of  inven- 
tories accounted  for  almost  all 
e  advance  (charts). 

at  mix  will  fuel  speculation  that  the  inventory  in- 
se  was  unexpected  and  that  businesses  will  ratch- 
iwn  then  production  and  hiring  in  coming  months 
?ar  out  their  warehouses.  If  so,  the  fourth  quarter 
ook  as  wobbly  as  the  third,  and  September's  dip  in 
alls  was  no  fluke.  But  if  companies  intentionally  ac- 
ilated  goods  and  demand  snaps  back,  this  quarter's 
lh  could  be  closer  to  the  first  half  s  pace  of  3.4%. 

■NTORY  SWINGS  are  always  a  wild  card  in  tal- 
;  up  economic  growth.  And  the  Commerce  Dept. 
:o  estimate  September  stock  levels  when  it  corn- 
its  advance  GDP  report.  But  the  data  are  almost 
in  to  show  the  largest  quarterly  buildup  in  a  year, 
ugh  August,  stockpiles  held  by  factories,  whole- 
's, and  retailers  were  up  $9.7  billion  from  the  sec- 
quarter. 

it  was  the  accumulation  involuntary?  A  few 
jets  of  information  suggest  not.  First,  the  ratio  of 
itories  to  sales  remains  near  a  record  low.  And  fac- 
output  rose  a  slim  0.2%  in  September,  while  retail 
j  advanced  0.7%,  indicating  that  inventories  grew 
;  slowly  or  perhaps  declined. 
Dreover,  about  a  third  of  the  rise  in  stock  levels 
ugh  August  occurred  in  autos  and  parts,  some  of 
h  was  a  planned  buildup  in  case  of  a  strike  by  the 
ed  Auto  Workers.  A  U.  S.  strike  was  averted,  and 


auto  makers  are  slowing  their  production.  However, 
the  strike  by  the  Canadian  Auto  Workers  against  Gen- 
eral Motors  Corp.— and  its  impact  on  U.  S.  assembly 
lines — may  have  reduced  output  more  than  Detroit 
had  in  mind.  With  the  strike  settlement  on  Oct.  22,  out- 
put appears  ready  to  rebound. 

In  addition,  buyers  are  cruising  car  lots  again.  Ac- 
cording to  Ward's  Automotive  Reports,  October  car 
and  truck  sales  are  running  ahead  of  the  September 
rate.  And  the  supply  of  car  and  light-truck  inventories 
stood  at  a  desirable  59  days'  worth  going  into  October. 

THE  OTHER  CRUCIAL  QUESTION  that  the  gdp  report 

will  raise  is  the  hardiness  of  overall  demand,  especially 
by  consumers.  The  numbers  will  show  that  consumer 
spending  rose  only  at  about  a  1%  annual  rate  last 
quarter.  However,  that  pace  follows  the  fastest  two- 
quarter  growth  in  2>lA  years.  And  the  slowdown  was  not 
for  lack  of  confidence,  which  is  at  an  expansion  high,  or 
income,  which  in  the  third  quarter  posted  the  largest 
quarterly  gain  in  more  than  two  years. 

The  state  of  the  labor  markets  remains  the  key  to  fu- 
ture consumer  spending.  That's  why  all  eyes  will  be  on 
the  October  employment  report,  available  on  Nov.  1,  to 
see  if  payrolls  rebounded  from  their  September  de- 
cline of  40,000.  With  initial  unemployment  claims  run- 
ning at  about  330,000  per  week,  it's  a  good  bet  that  job 
growth  bounced  back,  suggesting  that  consumers  re- 
main on  solid  footing  in  the  fourth  quarter. 

One  area  where  consumers 
seem  destined  to  scale  back, 
though,  is  in  their  biggest  pur- 
chase: housing.  After  housing's 
second-quarter  surge,  the  gdp 
numbers  will  likely  show  that 
construction  outlays  fell  last 
quarter.  Housing  starts  declined 
in  September  by  6%,  the 
largest  monthly  drop  in  V/> 
years,  and  builder  surveys 
show  diminished  demand.  Given 
strong  consumer  fundamentals,  housing  won't  collapse,  but 
its  biggest  contributions  to  growth  are  over  for  now. 

So  what  will  be  a  bright  spot  in  the  gdp  report? 
Capital  spending  on  equipment  and  construction,  most 
likely.  Outlays  for  new  buildings  appear  to  have  risen 
modestly  after  a  second-quarter  decline,  and  the 
growth  of  spending  for  new  equipment  probably  picked 


THE  TRADE  GAP 
WIDENS  AGAIN 
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WHY  OUTPUT  BOTTLENECKS 
HAVE  NOT  DEVELOPED 


up  a  notch  after  increasing  by  6%  in  the  second. 

To  be  sure,  capital  spending  has  slowed  from  its 
rapid  pace  earlier  in  the  expansion.  But  it  will  contin- 
ue to  grow  faster  than  the  overall  economy  as  compa- 
nies buy  more  high-tech  items  that  increase  produc- 
tivity. In  fact,  the  pace  of  equipment  output  has  picked 
up  this  year,  rising  at  a  double-digit  rate.  In  addition, 
orders  for  capital  goods  accelerated  last  quarter,  sug- 
gesting further  strength  going  forward. 

Business  spending  on  more 
traditional  machinery  has  ta- 
pered off  since  last  year,  part- 
ly because  production  capacity 
in  manufacturing  has  been 
growing  faster  than  output  for 
the  past  YA  years  (chart).  That 
gap  also  explains  why  produc- 
tion bottlenecks  have  not  de- 
veloped despite  this  year's  ac- 
celeration in  production.  In 
September,  for  example,  in- 
dustrial production  rose  0.2%,  as  did  manufacturing 
output.  But  the  capacity  utilization  rate  in  manufac- 
turing slipped  to  82.2%,  from  82.3%  in  August.  The 
failure  of  operating  rates  to  pick  up  is  a  key  reason 
why  upward  pressure  on  goods  prices  remains  muted. 

However,  the  pace  of  output  is  closing  in  on  capacity 
growth.  For  the  quarter,  factory  production  rose  at 
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an  annual  rate  of  5.4%,  after  increasing  at  a  7.1% 
in  the  second  quarter.  Both  rates  were  faster  thai 
pacity  growth. 

THE  BIGGEST  DRAG  ON  GDP  GROWTH  last  qu; 

came  from  foreign  trade.  The  August  trade  defici 
goods  and  services  stood  at  $10.8  billion,  only  a  g 
narrowing  from  July's  $11.6  billion.  So  the  deficit  h 
exports  may  well  have  widened  to  the  largest  gap  i 
years.  Trade  could  easily  have  subtracted  close  to  i 
percentage  point  from  growth  last  quarter.  Exj 
slowed,  while  holiday  mventory-building  and  streng 
high-tech  demand  pushed  up  imports. 

For  the  fourth  quarter,  however,  trade  seems  li 
to  turn  around,  perhaps  dramatically.  Imports  are  s 
slow,  the  result  of  the  slower  pace  of  third-qu* 
demand.  Also,  exports  appear  ready  to  accelerate 
fleeting  the  pickup  of  demand  in  Europe  and  I 
America  and  continued  strength  in  Asia.  One  dang 
the  outlook,  however,  is  Mexico.  The  failure  of  its 
vatization  effort  has  turned  off  foreign  investors,  th 
ening  a  new  crisis  for  the  peso. 

If  both  foreign  and  domestic  demand  rebound 
quarter,  as  the  fundamentals  strongly  suggest, 
ries  that  excessive  inventories  will  depress  output 
payrolls  will  fade  away.  And  faster  growth  in  late 
will  put  the  Federal  Reserve — and  a  possible  ii 
est-rate  hike — back  in  the  spotlight  in  early  1997. 


BRITAIN 


A  RISING  TIDE  FOR  A  RATE  HIKE 


The  British  economy  is  gather- 
ing steam — and  so  are  inflation 
pressures.  Chances  are  good  that 
economic  growth  will  shift  into  the 
3.5%-to-4%  range  in  1997,  up  from 
a  projected  2%  to  2.5%  this  year. 
However,  it  now  looks 
as  if  the  2.5%  target 
for  underlying  inflation 
will  not  be  met.  De- 
spite the  government's 
opposition,  pressure  for 
an  interest  rate  hike 
before  next  May's  elec- 
tion is  growing. 

Consider  the  recent 
data.  In  September, 
the  jobless  rate  fell  to 
7.4%,  its  lowest  in  5Y>  years.  Be- 
cause of  tighter  labor  markets,  the 
annual  pace  of  average  earnings  in 
July  and  August  accelerated  to 
4%,  the  fastest  rate  in  more  than 
two  years  (chart).  The  broad  M4 
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money  supply  in  September  grew 
9.8%  from  a  year  ago,  leaving 
growth  above  the  9%  upper 
boundary  of  the  government's 
monitoring  range  for  more  than  a 
year  now.  And  underlying  inflation 
in  September,  the 
government's  target 
rate,  which  excludes 
mortgage  interest, 
picked  up  to  2.9%  af- 
ter holding  steady  for 
five  months. 

With  the  economy 
set  to  heat  up,  these 
pressures  will  not 
abate.  Domestic  de- 
mand rose  strongly  in 
the  first  half  in  response  to  cuts  in 
taxes  and  interest  rates,  and  it  ap- 
pears to  have  remained  robust  in 
the  third  quarter.  Although  inven- 
tory reduction  has  thus  far  hin- 
dered a  snapback  in  manufactur- 


ing, that  is  about  to  change:  Th< 
British  Chambers  of  Commerce' 
third-quarter  business  survey 
showed  that  the  manufacturing 
sector  was  gaining  momentum. 

To  be  sure,  prices  aren't  goinj 
to  explode.  Wholesale  inflation, 
eluding  energy  and  food,  hit  a  2 
year  low  of  0.9%  in  September, 
and  a  stronger  British  pound  wi 
also  mute  inflation.  Because  of 
prospects  for  strong  growth  anc 
higher  interest  rates,  trade- 
weighted  sterling  is  up  6%  in  th 
past  two  months.  In  fact,  Chanc 
lor  Kenneth  Clarke  will  undoubl 
edly  use  the  stronger  pound  to  i 
gue  against  a  rate  hike.  Under  1 
"4-to-l  rule,"  a  4%  rise  in  sterlii 
has  the  same  anti-inflation  impa 
as  a  one-point  rate  hike.  But  if 
emerging  price  pressures  contin 
to  build,  Clarke's  position  will  b< 
increasingly  difficult  to  defend. 
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EXECUTIVE  SUITE 


WHY  AT&T  MADE 
AN  OUTSIDE  CALL 


Bob  Allen  names  a 
successor-who 
has  no  experience 
in  telecom 

The  day  at&t  announced  it  had 
found  its  new  president,  John  R. 
Walter  gave  a  very  public  demon- 
stration of  his  neophyte  status  in 
the  telecommunications  industry.  When 
the  former  chairman  of  R.  R.  Donnel- 
ley &  Sons  Co.  was  asked  on  Oct.  23,  at 
his  first  at&t  news  conference,  which 
long-distance  company  he  uses  at  home 
in  Chicago,  there  was  an  embarrassing 
pause.  "I  don't  know,"  Walter  admitted. 
"But  I  get  a  lot  of  bills  from  AT&T." 

Conclusion:  This  is  a  guy  with  a  lot  of 
boning  up  to  do  before  he  takes  over  as 
ceo  of  at&t,  as  he  is  expected  to  do  in 
1998.  The  49-year-old  Walter  has  spent 
the  past  27  years — his  entire  career — at 
Donnelley,  the  world's  largest  commercial 
printing  company.  There,  the  closest  he 
came  to  the  hugely  complex  telecom  in- 
dustry was  publishing  phone  directories. 
The  Street's  immediate  reaction  to  his 
appointment  was  shock  at  his  lack  of 
telecom  experience.  AT&T's  stock  dropped 
by  VA,  to  37,  the  day  the  news  broke.  "I 
don't  know  why  [Walter]  fits"  at  AT&T, 
says  E.  Wayne  Nordberg,  an  equity  part- 
ner at  Lord,  Abbett  &  Co.,  who  sold  out 
his  position  in  Donnelley  earlier  this  year 
but  still  holds  AT&T  shares. 

But  Walter  is  proven  in  one  way  that 
counts:  He  knows  what  it's  like  to  work 
in  an  industry  going  through  wrenching 
technological  and  competitive  challenges. 
Just  as  the  old  copper  wires  that  have 
carried  phone 


by  fiber  optics,  wireless  transmission, 
and  cable-TV  lines,  so  ink-on-paper  print- 
ing is  giving  way  to  software,  electron- 
ic publishing,  and  the  Internet.  And 
that's  why  AT&T  Chairman  Robert  E. 
Allen  says  Walter  was  the  only  serious 
candidate  for  the  job  vacated  by  Alex  J. 
Mandl  in  August  despite  his  lack  of,  as 
Allen  puts  it,  "marquee  value."  Instead, 
Walter  was  chosen,  Allen  says,  for  his 
proven  ability  to  "transform  a  large, 
old-line  company  challenged  by  new 
technologies  and  changing  markets." 
NO  "MUSCLE  PLAYER."  There  are  out- 
siders who  agree  Walter  may  be  just 
what  at&t  needs.  "They  didn't  need  a 
big  industrial  muscle  player  or  a  tele- 
phone executive,"  says  James  F.  Moore, 
chairman  of  management  consultants 
GeoPartners  Research  Inc.  and  a  close 
AT&T  adviser.  "They  needed  to  bring 
someone  in  from  the  outside  who 
doesn't  know  that  things  can't 
be  done." 

Certainly,  at&t  is  at  a  critical 
juncture.  It  is  fighting  intense 
new  competition  in  its  core  long- 
distance business  just  as  it  is 
putting  strategies  in  place  to  deal 
with  newly  deregulated  telecom 
markets.  And  the  strain  is  show- 
ing. On  Oct.  17,  at&t  reported 
that  its  third-quarter  earnings 
from  continuing  operations  fell 
11%,  to  $1.4  billion,  on  revenue 
that  increased  2%,  to  $13.2  billion. 
It  also  has  lagged  rivals  signifi- 
cantly  in   long-distance  traffic 
growth  for  the  past  six  months. 
Many  investors  and  employees 

wonder  if  the  compa-   

ny  has  lost  its  direc-  ALLEN  and 
tion.  "They  certainly  WALTER:  By 
can't    keep    doing  1998,  they  11  be 
things     the     way  sharing  CEO 
they've  been  doing  responsibilities 


calls    for  the 


past  100  years 
are  rapidly  be- 
ing superseded 


'They  needed  to  bring  some 
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anymore,"  says  Jeffrey  A.  Kagan, 
lent  of  consultants  Kagan  Telecom 
dates.  "They  need  a  charismatic 
•  who  can  rally  the  troops." 
Walter  the  right  choice?  He  is 
n  as  an  intense,  self-confident 
change  artist.  "John  is  smart,  he's 
ful,  and  has  a  lot  of  energy,"  says 
r  L.  Kelly,  managing  partner  of  in- 
lent  firm  kel  Enterprises  Ltd., 
its  on  the  Deere  &  Co.  board  with 
r.  "I  wouldn't  minimize  the  chal- 
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lenge,  but  if  anyone  can  do  it,  he  can." 
During  his  nine  years  at  Donnelley's 
helm,  Walter  busted  up  the  132-year- 
old  printer's  bureaucratic  manufactur- 
ing culture  and  pushed  it  into  the  digital 
era.  In  the  past  five  years  he  has  creat- 
ed an  entirely  new  top  management 
team  and,  says  one  former  Donnelley 
executive,  instilled  the  notion  that 
"there  is  no  more  social  contract.  A  job- 
for-life  no  longer  exists." 
TECH  WARRIOR.  Most  significantly  for 
AT&T,  Walter  has  aggressively  gone  after 
a  high-tech  future  for  Donnelley.  He  de- 
veloped a  two-pronged  strategy:  Take 
advantage  of  high  tech  and  electronic- 
publishing  tools  while  bolstering  the 
company's  still-lucrative  traditional  print- 
ing business  in  developing  countries.  He 
has  spent  some  $2.1  billion  on  acquisi- 
tions and  capital  spending  during  the 
past  five  years  to  reposition  the  compa- 
ny. Last  year  he  engineered  Donnelley's 
boldest  diversification  move,  buying  Cor- 


porate Software  Inc.,  since  renamed 
Stream  International  Inc.,  a  $1.8  billion 
producer  and  distributor  of  software. 

But,  like  Allen's  many  efforts  to  buy 
at&t's  way  into  new  businesses,  Walter's 
moves  have  yet  to  pay  off.  The  transition 
to  Internet  and  cd-rom  software  delivery 
is  moving  faster  than  the  company  had 
envisioned.  As  a  result,  Stream's  diskette- 
copying  business  fell  way  off  this  year,  re- 
porting a  nine-month  operating  loss  of 
$19  million.  The  company  also  took  a 
$560  million  writeoff  for  the  period,  part- 
ly associated  with  Stream.  Also  like  at&t, 
Donnelley's  stock  has  been  hammered, 
falling  some  24%  from  its  January  high, 
to  close  at  30^  on  Oct  23.  Dean  Witter 
Reynolds  Inc.  predicts  earnings  this  year 
will  fall  26%,  to  $222  million— the  same 
level  as  when  Walter  took  the  top  job. 

Despite  such  setbacks,  Walter  has  the 
full  support  of  at&t's  board.  SBC  War- 
burg senior  adviser  Thomas  Wyman, 
who  heads  the  AT&T  board's  compensa- 
tion committee,  says  each  of  the  direc- 
tors met  with  Walter  individually  and 
voted  unanimously  for  his  appointment. 
In  fact,  say  at&t  insiders,  the  only  other 
executive  seriously  considered  was  East- 
man Kodak  Co.  Chairman  George  M.  C. 
Fisher,  who  wasn't  interested.  Walter 
was  first  approached  in  early  September, 
says  Allen,  and  although  he  expressed 
deep  reservations  about  the  job  initial- 
ly, "I  could  sense  the  momentum  over 
a  period  of  time  in  his  interest."  One 
thing  that  might  have  clinched  the 
deal:  Allen  announced  he  will  share 
ceo  duties  with  Walter  as  of  Jan. 
1,  1998,  and  that  Walter  will  take 
over  as  ceo  and  chairman  that 
May,  as  Allen  retires  two  years 
ahead  of  schedule. 

For  Walter,  the  job  is  an  op- 
portunity to  remake  at&t. 
"This  is  a  chance  to  trans- 
form the  company,  acceler- 
ate that  transformation,  and 
move  decisions  down  to  a 
point  in  organization  where 
people  have  accountability," 
Walter  says. 

He  has  already  faced 
down  one  tough  challenge — 
playing  golf  with  Allen,  an 
avid    linksman.  Allen's 
handicap  is  9,  Walter's  14, 
and   the   current  at&t 
chairman  beat  him  easily. 
Allen's  advantage  isn't 
likely  to  narrow.  With 
the  job  Walter  has  ahead 
of  him,  there  won't  be 
much  time  for  golf. 

By  Catherine  Arnst 
in  New  York 

r\y\  an^  Richard  A 

UlLC  Melcher  in 

Chicago 
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STRUGGLING  of  any  Dole  n 
turn  in  the 


CANDIDATES 


THIS  BUS 

IS  RUNNING  OUT  OF  GAS 

Dole  sputters  on,  but  the  campaign  is  mired  in  infighting 


Bob  Dole  is  trying  to  follow  the  ad- 
vice given  to  losing  boxers  in  their 
final  rounds:  Just  put  your  head  on 
the  other  fellow's  chest  and  keep  on 
punching  to  his  body.  But  Bob  Dole  is 
no  Joe  Frazier,  and  as  his 
Presidential  campaign  flails 
away  in  its  last  two 
weeks,  it  seems  to  be  fighting  itself 
more  than  the  Clinton  White  House. 

As  Dole  and  his  seven-bus  caravan 
crisscrossed  southern  Michigan,  what 
emerged  was  a  discomforting  portrait 
of  a  loser-to-be  who  can't  do  anything  to 
save  himself.  There  was  discontent,  even 
rebellion,  as  partisans  acknowledged 
that  their  candidate  is  8  to  15  points 
behind  the  President  in  the  state. 
jab  and  FEINT.  The  numbers  are  the 
same  in  much  of  the  country,  and  it's 
not  hard  to  see  why:  Dole  simply  isn't 
connecting.  In  Detroit,  eight  GOP  gover- 
nors convened  an  Oct.  21  economic 
"summit"  to  tout  Dole's  15%  tax  cut. 
Yet  the  candidate  himself  shuffled 
vaguely  from  issue  to  issue — school 
vouchers,  regulatory  reform,  flag  burn- 
ing, school  prayer,  killing  the  Internal 
Revenue  Service.  He  feinted  at  tax  re- 
form before  jabbing  his  opponent. 
"Facts  never  got  in  the  way  of  Presi- 
dent Clinton,"  Dole  said  without  much 
conviction. 

This  is  a  typical  performance.  "We 
didn't  stick  with  our  message,"  says  a 
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top  campaign  aide.  "It  was  drugs,  then 
taxes,  then  ethics,  then  taxes,  then  tort 
reform,  then  something  else."  The  cam- 
paign's best  hope  at  this  late  date,  says 
this  official,  is  to  stoke  hatred  of  Clinton 
among  hard-core  Republi- 
cans to  generate  huge 
turnout.  "Otherwise,  local 
Republican  candidates  in  close  races  are 
going  to  be  dead  meat,"  he  laments. 

The  candidate  senses  the  bad  news, 
too.  After  the  governors'  meeting,  he 
stopped  at  a  Main  Street  rally  in  pic- 
turesque Chelsea.  Dole  scanned  the  flag- 
waving  crowd  and  realized  it  consisted 
mostly  of  children.  "Of  course,  you  are 
smiling  because  you  got  off  from  school 
to  come  here,"  he  ac- 
knowledged. Dole's  self- 
defeating  asides  spill  out 
everywhere.  Of  his  $1,260 
tax  cut  for  a  typical  fam- 
ily of  four.  Dole  concedes: 
"Maybe  that's  not  much 
money."  He  tells  crowds: 
"Maybe  nobody  cares 
about  politics  anymore." 
Other  times  it's  "trust" 
that  nobody  cares  about. 
Still,  Dole  insists  that  he 
remains  "the  most  opti- 
mistic man  in  America" 
because  he  believes  he 
can  win. 
There's 


As  Dole  begins 
his  last  push, 
his  aides 
squabble  and  he 
seems  to  move 
aimlessly  from 
issue  to  issue 
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ground  states 
the  73-y< 
Kansan  has 
to  begin  his 
push:  Michigar 
California,  F 
Even  Repi 
governors  are 
away  at  Doli 
each  other.  Ohio  Governor  Geo 
Voinovich  says  of  Wisconsin  Go 
Tommy  G.  Thompson,  who  ha: 
openly  critical  of  the  Dole  can 
"Some  people  have  got  to  cove 
own  rear  ends  in  their  states,  a 
way  to  do  it  is  to  complain." 

Inside  a  cavernous  Detroit 
Corp.  warehouse,  site  of  the  GOP 
nors'  meeting,  the  massive  engii 
ting  on  wooden  flats  outnumber 
spectators.  Blue-shirted  members 
United  Auto  Workers  hung  back 
camera  range  so  they  wouldn't 
to  be  supporting  the  Republican, 
ago.  President  Clinton  attrac 
many  well-washers  the  productii 
had  to  be  shut  down. 
SOME  FIREWORKS.  Dole's  crowc 
tain  supporters,  of  course,  bu 
seem  to  hold  few  of  the  crossov 
moerats  or  independents  who  a 
key  to  victory  in  traditionally 
splitting  Michigan.  Elaine  Worsh; 
was  pressured  to  attend  a  rally  ii 
son  by  other  members  of  her 
schooling  support  group.  "The  m 
sues"  have  the  most  appeal,  sa 
mother  of  two,  who  opposes  al 
rights.  For  lifelong  Republicar 
Hesterman,  it  was  "the  philan 
that  Clinton  has  done — we  need 
ample  for  the  children." 

Stopping  briefly  in  Columbus 
on  the  way  home,  Dole  was  em 
by  an  enthusiastic  6,000-person  r 
Otterbein  College,  complete  wit 
works.  The  can 
joked  to  the  crowd 
President  Clintor 
ceiving  "foreign  aid 
Indonesian  millioi 
But  he  also  insiste 
"your  economy's  n 
better."  His  evi 
People  are  tapped 
their  credit  cards.  1 
a  zinger.  Dole,  su 
from  a  cold  anc 
rounded  by  squa 
supporters,  seems 
tapped  out  as  well. 

By  Paul  Magn 
on  the  road  with  th 
ca  mpaign 
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HAT'S  NEXT  FOR  BUSINESS? 
IECK  OUT  THE  CALIFORNIA  BALLOT 

state's  myriad  initiatives  often  become  national  trends 


rget  the  image  of  the  laid-back 
"alifornian  surfer.  Put  a  ballot  in 
hose  suntanned  hands,  and  it's 
rh  to  turn  the  mellowest  voter  into 
igry  citizen.  In  the  1970s,  it  was 
;.  By  the  1980s,  it  was  car  insur- 

This  year,  the  issue  is  business, 
initiatives  to  dictate  how  it's  done 
e  Golden  State  are  piling  up  like 
hour  traffic  on  an  L.  A.  freeway. 

November,  the  California  ballot 
;ake  on  15  separate  measures  en- 
assing  everything  from  health  care 
gher  taxes  on  small  companies 
;).  With  several  key  initiatives  rid- 
igh  in  the  polls,  executives  are  get- 
jittery.  "It  feels  like  we're  under 
,"  says  Tony  Roland,  a  Burger 

franchisee  in  Riverside  County, 
e  hand-wringing  extends  far  be- 

state  lines:  Like  hula  hoops  and 
emission  standards,  California  bal- 
itiatives  tend  to  spark  nationwide 
Is.   The   tax-revolt  enthusiasm 
id  by  Proposition  13  helped  propel 
Id  Reagan  into  the  White 
e.  Two  years  ago,  Prop  187 
Ef  a  heated  debate  prompting 
al  legislation  to  crack  down 
imigrants.  This  time  around, 
litiative  to  eliminate  hiring 
rences  for  education  and  gov- 
ent  contracting  is  attracting 
lal  attention.  "California  is  mak- 
.  tougher  and  tougher  for  us  to 
usiness,"  says  Ronald  A.  Mc- 
all,  chief  executive  of  Dallas-based 
;er  International  Inc.  "They  are  al- 

at  the  forefront  of  anti-business 
tives." 

r  California  companies,  the  spate  of 
msiness  measures  comes  at  a  most 
ilcome  time.  The  state  is  in  the 
.  of  its  most  pronounced  upswing  in 
|  with  unemployment  dropping  to 
•om  7.8%  in  the  past  year.  For  the 
time  since  1991,  more  people  are 
ng  to  the  state  than  leaving,  ac- 
ng  to  the  Center  for  the  Con- 
ng  Study  of  the  California 
omy.  "California  growth  is  out 
mt  of  the  U.  S.  for  the  first  time 
ars,"  says  David  G.  Hensley,  an 
imist  at  Salomon  Brothers  Inc. 
e  state's  business  community,  un- 
itomed  to  such  prosperity,  is  fast 
lizing  to  counter  the  potentially 
fill  ballot  measures.  Take  the  min- 
i-wage measure,  Prop  210,  which 


analysts  believe  will  pass.  Unions  have 
poured  $1.5  million  into  supporting  the 
initiative,  which  would  raise  the  Cali- 
fornia minimum  wage  to  $5  per  hour  in 
March,  1997,  and  $5.75  in  1988,  both 
higher  than  the  federal  minimum. 

To  fight  the  measure,  the  restaurant 
and  hotel  industries  have  banded  to- 
gether to  raise  $750,000  for  an  anti- 
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Prop  210  ad  campaign.  According  to  the 
Alliance  to  Protect  Small  Businesses  & 
Jobs,  passage  of  Prop  210  would  boost 
costs  by  about  9%  for  a  restaurant  with 
$1  million  in  annual  sales.  Owners  say 
the  measure  would  force  them  to  raise 
prices  or  lay  off  workers — most  often, 
entry-level  employees  and  part-timers. 

Such  spending,  however,  pales  com- 
pared with  the  amounts  being  thrown  at 
a  controversial  measure  that  would 
make  it  easier  to  file  shareholder  suits 
against  the  securities  industry  and  com- 
panies with  falling  stock  prices.  Propo- 
nents have  spent  $9  million  on  adver- 
tising and  lobbying;  opponents  have 
shelled  out  $27  million,  warning  that  it 
would  bring  on  a  flood  of  frivolous  suits 
and  cause  legal  costs  to  soar. 
"IDIOT."  Leading  the  charge  are  Silicon 
Valley  companies,  whose  volatile  stocks 
make  them  a  favorite  target  of  share- 
holder suits.  "It's  going  to  create  a  gold 
rush  of  lawyers  to  California  courts," 
says  C.  Michael  Cook,  chief  executive  of 
Deloitte  &  Touche  LLP.  But  the  initiative 
has  also  raised  the  hackles  of  business 
leaders  across  the  country.  If  the  Cali- 
fornia measure  passes,  "most  of  the  out- 
side directors  will  just  leave,"  says  An- 
drew J.  Filipowski,  ceo  of  Platinum 
Technology  Inc.,  a  fast-growing  Oakbrook 
Ten-ace  (111.)  software  company. 
"There  would  be  no  reason  to 
stay  unless  you  are  an  idiot." 

The  shareholder  proposition 
is  ahead  in  the  polls.  Other 
measures  are  less  certain.  An 
initiative  to  impose  a  10%  tax 
on  families  with  incomes  over 
$220,000,  for  instance,  would 
raise  $800  million  annually 
for  schools  and  local  governments. 
But  opponents  appear  to  be  winning 
over  voters  by  arguing  that  the  tax 
would  unfairly  burden  entrepre- 
neurs who  pay  personal  rather 
than  corporate  income  taxes. 
Since  60%  of  new  jobs  come  from 
small  businesses,  they  argue,  the 
tax  could  sharply  depress  growth. 
"If  passed,  other  states  could  use 
this  for  industrial  poaching,"  says 
Jack  Kyser,  chief  economist  at  Los 
Angeles  County's  Economic  Devel- 
opment Corp. 
Ultimately,  business  may  find  salva- 
tion in  the  sheer  number  of  measures 
crowding  the  ballot.  In  past  years,  when 
California  voters  have  been  over- 
whelmed by  a  myriad  of  complex  initia- 
tives, they  have  tended  simply  to  vote 
them  down.  With  this  year's  slate  of 
choices  the  most  cluttered  in  recent 
memory,  voters  may  end  up  letting  em- 
ployers off  easy. 

By  Eric  Schine  and  Ronald  Orover, 
with  Larry  Armstrong,  in  Los  Angeles, 
and  bureau  reports 
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SCANDALS 


DID  CLINTON  S  INDONESIAN  FRIENDS 
HAVE  A  GRIP  ON  POLICY? 

Their  influence  on  the  President  looks  bigger  than  first  thought 


February,  1992,  was  a  gloomy  time 
for  Bill  Clinton.  The  Democratic 
Presidential  candidate  was  besieged 
by  charges  of  adultery  and  draft-dodging. 
Campaign  contributions  were  drying  up, 
and  Clinton  faced  the  gru- 
eling primaries  ahead  with 
the  prospect  of  no  money. 

But  friends  from  Indonesia  rode  to 
the  rescue.  James  Riady,  son  of  the 
founder  of  Jakarta-based  Lippo  Group, 
the  $12  billion  financial-services  and  real 
estate  company,  persuaded  Little  Rock- 
based  Worthen  Bank,  once  15%  owned 
by  Lippo,  to  issue  letters  of  credit 
worth  $3.5  million,  says  a  former 
Worthen  executive.  The  intervention 
kept  the  Clinton  campaign  afloat. 
ARKANSAS  GUANXI.  It  wasn't  the  first 
time  that  the  Riady  family  and  Clinton 
would  help  each  other  during  their  20- 
year  relationship.  Nor  would  it  be  the 
last.  Now  Clinton's  Lippo  connection — 
nearly  $1  million  has  gone  to  the  Pres- 
ident and  the  Democratic  Party 
since  1992  from  Lippo  owners, 
family  members,  and  employ 
ees — has   turned   into  a 
scandal  that  could  haunt 
him  in  a  second  term. 

The  imbroglio  reaches 
around  the  world,  rais- 
ing   questions  about 
whether  U.  S.  trade  and 
foreign  policy  decisions 
were  influenced  by  the 
Indonesians.  The 
controversy  also 
calls  into  question 
the  role  of  foreign  do- 
nations in  U.  S.  politi- 
cal campaigns,  tarnish- 
ing   both  parties. 
Although  GOP  Presi- 
dential nominee  Bob 
Dole  accuses  Clinton  of 
taking  foreign  payola, 
even  he  once  received 
a  small  amount  from 
the  Riady  family. 

Ultimately,  though, 
the  Lippo  affair  is  linked 
to  the  Clinton  White 
House.  Many  of  its  char- 
acters also  are  key  to 
the  Whitewater  investi- 


ELECTION  '96 


gation,  bolstering  the  view  that  the 
Arkansas  way  of  doing  business  is  less 
than  pure.  The  back-scratching  method, 
in  fact,  closely  resembles  what  the  eth- 
nic Chinese  who  control  Lippo  call 
guanxi,  or  connections.  In 
both  places,  gifts  in  return 
for  political  indul- 
gences are  routine. 

Because  Lippo's  largesse 
came  as  donations  to  the 
Democratic  Party  and 
not  to  a  specific  candidate, 
it  avoided  federal  caps  on 
giving.  But  some  of  the  gifts 
are  now  under  Justice  Dept. 
and  Federal  Election  Commis- 
sion scrutiny  for  possible  vi- 
olation of  prohibitions  on  for- 
eign money  in  U.  S.  politics. 

A  series  of  donations 
from  Indonesians  Arief 
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SHADOW  PLAY 

Through  their  White 
House  access,  the 
Riadys  may  have 
helped  reverse  a  '92 
Clinton  vow  to  crack 
down  on  Indonesia 


and  Soraya  Wiriadinata  look  espe 
suspicious.  They  wanted  to  show 
gratitude  for  a  get-well  card  the 
father,  a  Lippo  co-founder,  received 
the  Clintons,  insists  a  Democratic 
tional  Committee  spokeswoman.  The 
pie  gave  $470,000  to  the  Democratic 
ty,  with  more  than  20  checks  wi 
over  six  months.  Most  of  the  dom 
came  after  they  returned  to  Indc 
following  a  brief  stay  in  the  U.  S.  Fc 
election  rules  forbid  candidates  fro: 
cepting  money  from  foreign  nationa 
less  they  are  legal  residents  of  the 
The  couple  was  asked  to  contr 
by  a  former  Lippo  executive, 
Huang,  a  46-year-old  Chinese  who 
grated  to  the  U.  S.  from  T 
in  1969.  Huang  appe; 
have  been  a  mone; 
chine  for  Demo< 
candidates  at  L 
After  receivinj 
$879,000  sevei 
payment  from 
company,  he  i 
two  years  a 
Commerce 
Last  Januai 
went  to  the 
where  on 
18,  he 
placed  on 
while  the 
investigat 
fund-rai 
All  told,  Huang  has  r 
some  $5  million  for  Clir 
JAVA  PLANT.  What  did  ] 
get  in  return?  Nothing, 
the  White  House.  Yet  durin 
past  three  years,  the  Adr 
tration  has  issued  seven 
cisions  favorable  to  Ini 
sia  and  from  which  I 
could  benefit.  Access  t 
White  House  is  a  prize 
nection,  making  the  R 
more  desirable  business 
ners  to  other  Asians. 
Lippo  indirectly  benefil 
improved  ties  to  Pres 
Suharto,  who  keeps  a 
rein  on  business  in  his  coi 
In  1994,  for  example,  CI 
extended  Indonesia's  1 
privileges  after  acce 
Suharto's  pledge  to  : 
trade  unions.  That  rever 
'92  Clinton  campaign  vc 
crack  down  on  the  oil-ric 
tion's  human-rights  abus 
White  House  Asso 
Counsel  Mark  Fabiani 
tends  that  American  bus 
interests,   and   not  I 
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funds,  are  behind  any  easing  of  pres- 
sure on  Indonesia.  Some  prominent  busi- 
ness voices,  however,  have  an  Arkansas 
accent  and  a  Lippo  connection.  Wal- 
Mart  Stores  Inc.,  for  example,  opened 
an  outlet  in  Lippo's  American-style  su- 
permall  outside  Jakarta  in  August.  Like- 
wise, Entergy  Corp.,  which  owns 
Arkansas  Power  &  Light  Co.,  is  part  of 
a  consortium  led  by  Suharto's  daughter 


that  is  the  front-runner  to  build  a  $1.3 
billion  power  plant  in  Central  Java.  En- 
tergy also  is  paired  with  Lippo  on  a  $1 
billion  power-plant  contract  in  China,  a 
deal  the  late  Commerce  Secretary 
Ronald  H.  Brown  trumpeted  while  on  a 
1994  trade  mission  to  China. 

While  the  Riadys  refuse  to  comment, 
there's  no  doubt  that  the  family  has 
found   a   comfortable   fit   with  its 


Arkansas  cousins.  Their  superma 
Jakarta's  outskirts — with  its  golf  a 
and  roller  coaster — has  all  the  earn 
of  an  American  suburb.  Now  they 
another  bit  of  Americana:  a  pol 
firestorm  that  is  roiling  a  Presid( 
campaign. 

By  Paula  Dwyer  in  Washington, 
Michael  Shari  in  Jakarta,  Jona 
Moore  in  Taipei,  and  bureau  repo 


COMMENTARY 


By  Peter  Coy 

ELECTORAL  COLLEGE,  HAIL  TO  THEE 


The  Electoral  College  is  hard  to 
love  or  even  like.  Twice  in  the 
1800s,  the  maddeningly  arcane 
system  denied  victory  to  Presiden- 
tial candidates  who  had  won  the 
popular  vote.  In  1960,  Richard  M. 
Nixon  was  trounced  in  the  Electoral 
College  even  as  he  nearly  won  the 
popular  vote.  No  wonder  good-gov- 
ernment types  brand  it  an  undemo- 
cratic anachronism. 

But  the  world's  most 
disliked  college  turns  out 
to  have 
an  un- 
likely 

cheerleader.  Alan  Nata 
poff,  by  day  a  physicist 
who  studies  astronauts' 
performance  at  Massachu- 
setts Institute  of  Technol- 
ogy's Man- Vehicle  Labora- 
tory, claims  to  have 
proven  mathematically 
that  the  Electoral  College 
is  a  good  deal  for  voters. 
STOP  SIGN.  Natapoff  has 
toiled  on  this  problem  for 
25  years,  with  only  flashes 
of  national  attention.  Now, 
at  last,  he's  being  pub- 
lished in  a  scholarly  journal,  Public 
Choice.  He  hopes  to  alert  Congress 
to  what  would  be  lost  by  junking  the 
Electoral  College  by  constitutional 
amendment,  as  almost  happened  in 
1969.  Without  his  stop  sign,  he  says, 
politicians  "might  drive  right  off  the 
cliff  without  knowing  it." 

A  few  words  for  those  who 
snoozed  through  civics.  The  U.  S. 
Constitution  doesn't  require  popular 
elections  for  the  Presidency;  the 
Electoral  College  chooses  the  Presi- 
dent. The  states  choose  the  electors, 
with  each  state  given  votes  equal  to 
its  number  of  senators  and  represen- 


tatives. All  but  Maine  assign  all  their 
electors  to  the  winner  of  the  state's 
popular  vote. 

Natapoff  concedes  that  the  Elec- 
toral College  can  occasionally  snatch 
victory  from  a  candidate  who  wins 
the  largest  number  of  popular  votes. 
But  he  says  that's  not  so  bad.  After 
all,  he  notes,  baseball  works  the 
same  way.  The  objective  in  the  play- 


NATAPOFF:  Should  electoral  votes  be  based  on  turnout? 


offs  is  to  win  most  of  the  games,  not 
to  score  more  runs  in  the  overall  se- 
ries. A  team  can  cop  a  couple  of 
blowouts  and  still  drop  the  series. 

Natapoff's  bedrock  argument  is 
that  close  elections  are  more  demo- 
cratic, because  in  close  elections,  can- 
didates must  appeal  for  every  last 
vote — thus  amplifying  each  voter's 
influence.  By  Natapoff  s  math,  close 
elections  are  more  likely  in  the  cur- 
rent system  of  state-by-state,  win- 
ner-take-all elections.  The  smaller 
the  voter  base,  the  greater  the 
chance  that  a  trailing  candidate  could 
score  a  fluke  win — just  as  a  weaker 


baseball  team  has  a  better  chance  < 
winning  a  five-game  series  than  a 
seven-game  series. 

Voters  in  states  that  are  up  for 
grabs,  therefore,  get  to  be  wooed. 
Candidates  might  not  scrap  so  hare 
for  every  vote  if  Presidents  were 
chosen  by  nationwide  popular  ballo 
Natapoff  argues.  That's  because  th( 
U.  S.  as  a  whole  is  so  populous  thai 
by  the  law  of  averages, 
even  a  3%  or  4%  margh 
is  predictably  safe  from 
fluke  outcomes. 
MISCHIEF.  The  U.  S.  sys- 
tem is  hardly  flawless.  I 
no  candidate  wins  an 
Electoral  College  majori 
ty,  the  choice  goes  to  th 
House  of  Representativi 
creating  opportunities  fc 
mischief.  Also,  voters 
tend  to  be  ignored  if  th< 
live  in  states  that  aren't 
closely  contested.  Nata- 
poff would  remedy  that 
by  awarding  electoral 
votes  to  states  on  the  b; 
sis  of  their  voter  turnou 
not  congressional  repre- 
sentation.  That  would 
give  the  leading  candidate  an  incen 
tive  to  appeal  to  every  voter,  regar 
less  of  party,  at  least  to  turn  out. 

On  the  whole,  though,  the  Elec- 
toral College  works.  It  pushes  cand 
dates  to  reach  beyond  their  core  co 
stituencies  to  many  regions  and 
interest  groups.  Says  Natapoff:  "Th 
point  is  not  to  endorse  the  person 
who  gets  the  most  votes,  but  to  be 
sure  that  the  person  who  is  elected 
has  the  consent  of  the  whole  coun- 
try." How  odd  that  it  took  a  physi- 
cist to  hammer  that  argument  horw 
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Microsoft  Windows  95  now  comes  with  a  free 
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FEW  ANSWERS 


Painstaking 
reconstruction 
of  the  plane's 
wreckage  has 
produced  little 
to  support  the 
bomb  theorv 


LAWSUITS 


FLIGHT  800: 

AND  NOW  TO  THE  COURTHOUSE 

Lawsuits  are  filed  as  probers  zero  in  on  mechanical  failure 


■  n  the  annals  of  aviation  safety,  this  is 

■  going  to  go  down  as  one  lousy  year. 
I  Federal  investigators  are  getting  ever 
closer  to  concluding  that  a  mechanical 
defect,  not  a  terrorist  attack,  may  have 
caused  the  fatal  explosion  of  TWA  Flight 
800  off  the  coast  of  Long  Island  on  July 
17,  sources  close  to  the  investigation 
say.  The  cause  may  never  be  determined 
for  certain,  of  course.  But  given  the  way 
the  investigation  is  heading,  the  industry 
is  bracing  for  a  flood  of  lawsuits  claiming 
negligence — not  just  against  manufac- 
turer Boeing  Co.,  but  against  Trans 
World  Airlines  Inc.  and  possibly  airline- 
parts  manufacturers  as  well. 

On  Oct.  22,  New  York  aviation  at- 
torney Lee  S.  Kreindler  filed  the  first 
two  suits,  on  behalf  of  the  family  of  a 
husband  and  wife  who  died  in  the  crash. 
Kreindler's  firm  represents  25  families  of 
the  victims  and  plans  to  file  on  their 
behalf  in  coming  weeks.  The  initial  suits 
seek  a  total  of  ST5  million  apiece  against 


twa  and  Boeing.  With  230  passengers 
and  crew  members  killed,  more  cases 
are  certain  to  follow  soon. 

Huge  bucks  are  at  stake  if  the  me- 
chanical defect  theory  holds  up.  Boeing 
would  face  a  major  new  risk:  Because  of 
tough  legal  standards  applied  to  aircraft 
manufacturers,  plaintiffs'  attorneys 
would  have  to  prove  only  that  a  glitch 
occurred,  not  that  the  company  acted 
negligently,  twa.  by  contrast,  would  like- 
ly be  liable  only  if  it  engaged  in  "willful 
misconduct" — a  much  harder  charge  to 
prove.  In  any  event,  the  brunt  of  the  li- 
ability is  likely  to  fall  on  insurers  such 
as  United  States  Aviation  Underwrit- 
ers and  the  Lloyd's  of  London  market. 

Boeing  wouldn't  comment  on  the  liti- 
gation, but  notes  that  its  747s  have  a 
long  record  of  safe  flying.  A  spokesman 
for  TWA  called  the  suit  "groundless"  and 
defended  the  carrier's  safety  record.  "We 
have  a  reputation  in  the  industry  as  be- 
ing very  conscientious,"  he  said.  "This 


aircraft  has  b< 
our  fleet  contii 
ly  for  20  year 
have  no  reas 
suspect  any  me 
cal  malfunction 
Maybe,  but 
tigators  have  ] 
of  suspicions  ii 
direction.  Afi 
painstaking  i 
struction  of  the 
tered  plane,  N{ 
Transportation  Safety  Board  and  1 
vestigators  have  found  little  to  si 
the  theory  that  terrorists  might 
planted  a  bomb  or  possibly  fired 
face-to-air  missile  at  the  New  Yc 
Paris  flight.  Suspicions  now  cen1 
the  plane's  center  fuel  tank  an 
leading  edge  of  the  wing.  "That 
area  where  something  happened, 
ntsb  member  John  Goglia.  "Bi 
haven't  been  able  to  find  a  sou 
ignition  and  you  have  to  have  thai 
fuel  tank  to  explode." 
key  SUSPECTS.  Even  so,  lawye 
the  plaintiffs  think  they  can  prov 
ful  misconduct  on  twa's  part.  The 
that  went  down,  they  say,  was  25 
old,  structurally  unsound,  and  pn 
fuel  leaks.  The  lawyers  say  that 
the  mid-1970s  Boeing  has  issued 
ries  of  service  bulletins  related  t 
leaks  in  the  older  747-100  model  { 
"The  main  culprit  is  the  fuel  j 
[which]  have  a  history  of  problen 
are  suspected  as  a  potential  sou 
ignition,"  says  Steven  R.  Poun 
law  partner  of  Kreindler's.  Pouniaj 
that  the  tragedy  could  stem  fro 
fuel  pump  design  on  the  older 
which  he  says  have  flaws  that  m; 
themselves  as  the  planes  age.  "Th 
an  old  airplane,  twa  was  pushir 
envelope,"  Pounian  says. 

No  single  piece  of  physical  ev 
conclusively  supports  that  case 
Kreindler's  firm  has  managed  t 
cases  in  the  face  of  similar  difficul 
the  past.  It  successfully  repres 
families  of  victims  of  Pam  Am 
103  that  blew  up  over  Lockerbie, 
land,  for  instance,  with  arguments 
on  circumstantial  evidence.  Still, 


The  cause  of  the  TWA 
Flight  800  crash  remains 
in  doubt,  but  investigators 
now  are  focusing  on  a  pos- 
sible mechanical failure. 


BOEING  It  wouldn't  be  liable 
if  a  bomb  felled  Flight  800, 
but  it  could  be  on  the  hook  if 
a  mechanical  failure 
occurred.  Insurance  would 
probably  pay  90%  or  more  of 
any  settlement.  But  with 
1,031  747s  in  operation,  the 
reverberations  would  be  huge. 


TWA  If  a  mechanical  glitch 
caused  the  crash,  a  court 
case  against  the  airline 
would  be  hard  to  prove. 
Lawyers  would  have  to  show 
"willful  misconduct,"  which 
in  practical  terms  means  a 
major  breakdown  in  mainte- 
nance or  security  procedures. 


OTHERS  Lloyd's  and  otl 
insurers  will  be  hit.  Part 
makers  may  also  be  pull 
into  lawsuits.  A  chill  mij 
also  hit  startup  airlines, 
which  often  rely  on  olde 
cheaper  aircraft  such  as 
747-100  that  crashed. 
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If  you've  tried  to  get  on  the  Internet  and  found  it  too 
frustrating  or  too  difficult— or  if  you've  never  tried  precisely 
because  you've  heard  it's  so  frustrating  and  difficult— you 
should  know  that  times  have  changed. 

is  designed  to  make  the  Internet  work  better  than  ever.  Its 
makes  things  that  used  to  be  slow,  fast 
and  things  that  used  to  be  impossible,  possible.  For 
example,  now  you  can  connect  to  sites  faster,  then  collect 
information  and  drop  it  into  your  desktop  applications. 


And  Windows  95  also  delivers  more  powerful 
than  ever  before— for  example,  you  can  break  away  from  a  big 
download  to  write  a  memo  or  open  a  spreadsheet  or  send 
some  e-mail,  instead  of  just  watching  the  screen  blink.  And 
your  upgrade  comes  with  a 

It's  got  everything  you  need  to  get  out  on  the  Internet, 
connect  with  customers  or  friends,  research  your  business  or 
your  hobby  and  basically  start  using  the  Internet  the  way  it 
was  meant  to  be  used— however  you  want. 
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some  other  members  of  the  plaintiffs 
bar  criticize  Kreindler  for  filing  his  suit 
before  the  probe  of  the  crash  is  finished. 

If  investigatois  finally  do  conclude  that 
a  mechanical  failure  brought  down  Flight 
800,  the  repercussions  will  be  wide.  Most 
major  airlines  rely  on  older  aircraft.  And 
many  of  the  new,  low-cost  earners  that 
continue  to  spring  up  in  the  deregulated 
industry  press  aged,  less  costly  planes 


into  service.  Following  the  crash  of  Valu- 
Jet  Airlines  Inc.  Flight  592  into  the 
Florida  Everglades  on  May  11,  for  in- 
stance, investigators  found  that  the  car- 
rier was  not  keeping  its  aged  fleet  up  to 
federal  standards.  "If  the  explosion  is 
found  to  be  related  to  age  and  mainte- 
nance, it  would  add  yet  another  risk  fac- 
tor for  buying  a  cheap  seat  on  an  inex- 
pensive airline,"  says  one  federal  safety 


investigator.  That's  probably  right, 
investigators  rule  that  the  trage 
Flight  800  was  caused  by  the  mech 
failure  of  an  aging  aircraft,  the  inc 
may  find  its  wings  clipped  by  tougl 
rules  governing  geriatric  aircraft. 

By  Christina  Del  Valle  in  Wai 
ton,  with  Mike  France  in  New 
Seanna  Browder  in  Seattle,  and  b 
reports 


COMMENTARY 

By  Paul  C.  Judge  and  Ira  Sager 

HOW  TO  GET  DEC  BACK  ON  TRACK 


■  t's  bad  news,  once  again,  at  Digi- 
Btal  Equipment  Corp. 

W   The  company  is  awash  in  red 
ink,  posting  on  Oct.  22  a  loss  of 
$65.9  million  for  the  quarter  ended 
on  Sept.  28.  Revenues  declined  11% 
to  $2.91  billion.  The  loss  was  a 
shocker:  three  times  what  Wall 
Street  had  expected,  dec's  stock 
ended  the  day  at  29,  down  5X,  and 
nearly  50-points  below  this 
year's  high  of  75%,  on  Feb. 
8.  For  all  the  restructur- 
ings, layoffs,  executive 
exits,  and  product  initia- 
tives, dec  still  is  flailing 
about,  unable  to  formulate 
a  cohesive  strategy  and 
deliver  results. 

Clearly,  there  are  no 
easy  fixes  for  what  ails 
Digital.  But  customers,  em- 
ployees, and  investors  are 
getting  whiplash  from  the 
constant  changes  of  plan. 
Two  years  ago,  ceo  Robert 
B.  Palmer  cut  back  the  di- 
rect sales  force  in  the  name 
of  cost-cutting.  After  cus- 
tomers complained  of  being  ignored, 
Palmer  this  summer  reversed 
course,  more  than  doubling  the  num- 
ber of  customers  Digital  will  call  on 
directly,  from  fewer  than  1,000  to 
more  than  2,500.  The  disruption  was 
severe:  Palmer  blamed  most  of  Digi- 
tal's quarterly  earnings  drop  on  the 
strategy  overhaul. 

dec  should  set  a  course  and  stick 
to  it.  Here  are  some  suggestions: 

■  Go  back  to  Palmer's  plan  for  a 
pared-down  sales  force,  and  hand  off 
the  sales  responsibility  to  more 
third-party  resellers.  As  ib.\i, 
Hewlett-Packard,  and  others  have 
figured  out,  these  outside  sales  com- 
panies can  deliver  a  lot  of  products 


and  services  at  a  lower  cost  per  sale 
to  more  customers.  These  dec  rivals 
have  made  the  switch  without  ne- 
glecting customers,  and  dec  should 
study  howT  they  did  it.  Using  re- 
sellers would  help  cut  costs,  a  critical 
need,  dec  has  revenue  per  employee 
of  just  $246,000,  compared  with  an 
average  of  $372,000  for  IBM,  Hewlett- 
Packard,  and  Sun  Microsystems. 


PALMER:  Chairman,  ceo,  president,  general  manager.. 


a  Get  out  of  personal  computers.  It's 
a  $2  billion  business  that  lost  $200 
million  in  the  fiscal  year  that  ended 
on  June  30.  Focus  instead  on  selling 
Intel-based  PC  servers,  where  mar- 
gins are  higher. 

Digital  doesn't  have  to  make  or 
sell  every  computer  product.  Cus- 
tomers want  technology  that  will 
make  them  more  productive  or  solve 
a  particular  business  problem.  High- 
end  services  are  more  remunerative 
than  making  hardware,  anyway.  So 
are  good  software  technologies.  Dig- 
ital's profitable  Internet-security 
products,  which  meet  a  critical 
need  for  companies  setting  up  In- 
tranets, should  become  the  core 


of  the  company's  Intranet  offering 
a  Recruit  new  management  and 
freshen  up  the  board,  dec  badly 
needs  new  blood  throughout  the 
company.  Calling  for  help  from  ou 
siders  is  all  too  often  a  knee-jerk 
sponse  to  strategic  blunders,  but 
Digital  has  been  in  decline  for 
years.  And  its  board  has  been  litt 
more  than  a  passive  witness,  Mea 
while,  two  directors  hav 
served  since  the  1950s, 
and  six  of  the  nine  outsi 
directors  are  over  69 
years  old.  It's  time  for 
more  turnover. 

There's  plenty  for  ac- 
tivist board  members  to 
do.  A  top  priority  shouk 
be  bolstering  top  manag 
ment.  Current  directors 
have  allowed  Palmer  to 
push  aside  several  possil 
heirs  apparent,  including 
former  Vice-President  fc 
Sales  and  Marketing  Ed 
wrard  E.  Lucente  and  Vi 
President  Enrico  Pesato 
Each  had  problems.  But 
Pesatori  was  never  even  replaced. 
Rather,  Palmer  has  taken  on  his  d 
ties,  managing  the  day-to-day  ope: 
tions  of  the  Computer  Systems  Di 
which  brings  in  nearly  half  of  Dig 
tal's  revenues.  Palmer  now  functic 
as  chairman,  ceo,  president,  and 
general  manager.  That's  too  many 
roles  for  one  executive  to  handle  i 
any  company,  let  alone  a  struggiin 
one. 

The  ceo  has  promised  that  dec 
will  be  profitable  in  the  current 
quarter.  He's  running  out  of  time  t 
deliver  on  his  promises. 

Judge,  in  Boston,  and  Sager,  in  N 
York,  cover  the  computer  industry. 
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Serious  studies  by  serious  people  with  advanced  degrees  have 
shown  that  computer  games  are  cool.  And  if  you  want  the 

and  more  accurate  chips  out 
of  the  rough  from  50  yards  with  a  stiff  breeze  blowing  left  to  right, 
then  you  want  Microsoft"  Windows"  95.  Most  of  the  great 
DOS  games  have  already  been  revamped  to  take  advantage  of  its 
And  there's  a  whole  new  generation  of  games 
that  will  only  run  on  Windows  95.  Windows  95  games  just  load  and 
play— no  installation,  no  optimization,  no  futzing  around. 


And  as  for  gaming  on  the  Internet— forget  about  it— nothing  gives 
you  faster  response,  easier  multi-player  links  or  better  graphics 
than  Windows  95.  With  your  upgrade  you  get  a 

which  includes,  along  with  all  kinds  of  serious 
Internet  stuff,  access  to  !Aha!,  the  hot  new  game  at  the 
legendary  Riddler  site.  Of  course  if  you're  a  truly  serious  gamer, 
you'll  want  to  visit  our  game  site  and  order  our  CD  sampler  of 
20  hot  new  games  for  Windows  95.  Now  if  all  this  isn't  enough 
to  convince  you,  well,  you're  obviously  working  too  hard. 
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LABOR 


SO  MUCH 
FOR  HARDBALL 


After  GM's  Canadian  pact,  war  with  the  UAW  isn't  likely 


Ever  since  General  Motors  Corp.  held 
fast  during  a  17-day  strike  in  Ohio 
last  spring,  the  company  has  been 
determined  to  show  a  tough  new  face  to 
its  labor  unions.  The  No.  1  auto  maker- 
adopted  a  similar  hard  stance  after  the 
Canadian  Auto  Workers  won  stringent 
outsourcing  protections  from  Chrysler 
and  demanded  the  same  from  gm.  The 
result  was  a  21-day  strike  in  Canada 
that  ended  on  Oct.  23. 

So  has  gm  finally  drawn  a  line  in  the 
sand  after  years  of  backing  down  to  la- 
bor? Not  hardly.  In  fact,  the  company 
has  swallowed  exactly  the  same  limits 


gm's  pragmatism  bodes  well  for  a  set- 
tlement with  the  United  Auto  Workers 
in  the  U.  S.  It  came  to  terms  in  Canada 
just  as  the  walkout  was  beginning  to 
shut  down  U.  S.  production  and  cost  big 
bucks,  suggesting  it  won't  want  to  pick 
a  protracted  battle  with  the  much  larg- 
er uaw.  There,  the  two  sides  already 
have  agreed  on  everything  except 
whether  gm  will  accept  the  outsourcing 
limits  the  uaw  won  from  Ford  and 
Chrysler,  which  aim  to  preserve  95%  of 
current  employment.  The  two  sides  are 
likely  to  settle  quickly  on  a  deal  that 
still  would  allow  gm  plenty  of  room  to 


sales  during  the  three-year  contrac 
requires  gm  to  replace  all  jobs 
sourced  to  cheaper  vendors. 

What  makes  the  strike  so  puzzli 
that  Hargrove  had  agreed  to  all  o 
key  concessions  before  it  began.  H( 
said  he  would  let  gm  proceed  with  n 
completed  plans  to  sell  two  Ontario 
plants  employing  3,500.  He  also 
Munger  he  would  accept  job  1( 
caused  by  changes  in  the  market 
technology,  allowing  gm  to  slice  : 
than  1,000  jobs  as  it  phases  out  oli 
gine  models. 

ON  THE  PAYROLL.  But  gm  balked. 
John  F.  Smith  Jr.  even  argued  tha 
caw's  proposals  would  "cripple"  his 
pany.  Just  two  weeks  into  the  b; 
though,  with  the  caw  about  to  impi 
dues  increase  on  its  members  to  d< 
its  smallish  strike  fund,  Smith  fie 
Toronto  to  cut  a  deal. 

In  the  end,  gm  agreed  to  virt 
everything  Munger  and  Hargrove 
laid  out  on  Oct.  1.  It  accepted  the 


MUCH  ADO...? 

Terms  of  the  deal  GM  reached  to  end  a  three-we 
strike  by  26,000  Canadian  Auto  Workers 

FUTURE  OUTSOURCING  GM  agreed  to  replace 
jobs  outsourced  in  the  future  with  new  ones  els' 
where  in  the  company — the  same  provision  to 
which  Chrysler  had  previously  agreed. 

ALREADY  ANNOUNCED  OUTSOURCING  the 

CAW  will  allow  GM  to  sell  two  Canadian  plants, 
demand  the  union  had  conceded  before  the  stri 
began.  GM  backed  down  on  774  other  jobs  thai 
previously  had  said  it  would  outsource. 

OTHER  JOB  CUTS  As  it  had  prior  to  the  strike, 
the  union  agreed  that  the  company  can  shed  wc 
due  to  market  changes  and  productivity  gains. 

DATA:  BUSINESSWEEK 


HARGROVE:  The  on  future  outsourcing 
labor  leader  got  as  its  rival.  Dean 
a  deal  a  lot  like  Munger,  gm's  top 
Chrysler  and  Canadian  negotiator, 
Ford  offered  argues  that  in  its 
deal  with  the  caw, 
the  company  has  won  the  "flexibility  to 
address  [its]  unique  competitiveness 
needs,"  since  it  remains  free  to  sell  two 
parts  plants  and  cut  jobs  for  reasons 
other  than  outsourcing.  As  a  result,  gm 
now  can  slash  up  to  a  fifth  of  its  26,000 
Canadian  jobs.  However,  the  caw  al- 
ready had  agreed  to  all  this  before  the 
strike,  gm  also  gave  ground  by  promis- 
ing not  to  outsource  774  jobs  it  had 
planned  to  dump  (table),  gm  officials  say 
what's  important  is  that  both  sides  are 
happy.  "We  don't  view  it  as  a  win-lose 
situation,"  says  a  spokesman. 


downsize.  But  it  still  could  face  walkouts 
by  militant  union  locals,  notably  in  Do- 
raville,  Ga.,  where  gm  is  launching  its 
new  minivans. 

In  Canada,  gm  did  win  much  of  the 
flexibility  it  wanted.  The  pact  allows  it  to 
outsource  or  eliminate  nearly  5,000  jobs. 
Most  are  in  its  high-cost  components 
plants,  the  crux  of  its  competitiveness 
disadvantage  with  Ford,  Chrysler,  and 
the  Japanese  transplants.  By  1999,  the 
caw  estimates,  gm  Canada  will  have  cut 
40%  of  these  parts-plants  jobs. 

But  the  new  pact  will  limit  its  ma- 
neuvering room  in  Canada.  It  spells  out 
what  caw  President  Basil  "Buzz"  Har- 
grove calls  "the  principle  of  work  own- 
ership," which  prohibits  "selling  jobs 
just  because  [someone  else]  can  do  them 
cheaper."  This  precludes  any  new  plant 


limits  on  future  outsourcing  as  Chr 
Canada  Ltd.  And  gm  will  ensure 
the  3,500  workers  at  the  two  plant 
for  sale  get  generous  transition  ben 
even  ensuring  that  their  pensions 
equal  those  at  the  company  for  the 
nine  years.  Plus  the  company  reve 
previously  announced  decisions  to 
source  the  774  Canadian  assembly  , 
"gm  didn't  need  to  take  this  strik 
get  what  it  got,"  says  Nicholas  Lc 
caro  of  Bear  Stearns  &  Co. 

So  why  did  gm  allow  the  walkoi 
happen?  Most  likely,  officials  felt 
they  had  to  stand  up  to  labor  to  pk 
Wall  Street  hawks.  Then  when  1 
losses  loomed,  pragmatism  prevaile 
likely  will  prevail  again  with  the  u 

By  William  Symonds  in  Tore 
with  Kathleen  Kerwin  in  Detroit 


They  say  every  generation  should 
do  a  little  better  than  the  last. 
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DIDN'T  YOU  REALLY,  REALLY,  REALLY  WANT  TO  CREATE  CHEMICAL  CHAOS? 


Kids  enter  this  virtual  lab,  brew 
volatile  experiments  and  solve 
chemistry  puzzles 


DIDN'T  YOU  WISH  YOU  KNEW  HOW  THIS  THING  WOULD  HELP  IN  REAL  LIFE'? 


Solve  story  problems  and  math 
puzzles  in  the  wacky  Fennel  house 
The  lun  |usi  keeps  multiplying 


YOU  PROBABLY  WANTED  TO  TURN  UP  RELICS  RATHER  THAN  TURN  DOWN  PAGES. 


Working  with  the  Egyptians  and 
their  tools,  kids  mastermind  the 
building  ol  an  aneienl  pyramid 


SURELY  YOU  CRAVED  SOMETHING  MORE  THAN  "GITTIE-UP,"  GITTIE-UP." 


With  legendary  nders.  kids  become 
a  Wild  West  hero  using  their  wits 
&  skill  to  save  the  Union. 


The  Premier  Educational  Publisher 
www.mhhi.com 


our  local  retailer  or  call  800-937-HOME  to  order  these  new  CD-ROM  titles 
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DEALS 


FOR  PAT  CHOATE, 

TALK  RADIO  TURNS  TO  STATIC 

A  messy  lawsuit  against  Perot's  running  mate  and  his  network 


Ross  Perot's  Vice-Presidential  run- 
ning mate.  Pat  Choate,  has  battles 
going  on  more  fronts  than  the 
Presidential  campaign.  An  effort  by 
Choate  to  buy  a  radio  network  and  use 
it  to  promote  U.  S.-made  goods  while 
airing  a  broad  spectrum  of  political  pro- 
gramming has  degenerated  into  a  nasty 
dispute  with  a  popular  talk-radio  per- 
sonality. Chuck  Harder,  founder  of  Peo- 
ples Network  Inc.,  based  in  White 


280  affiliates  in  small  to  medium-size 
towns,  mainly  in  the  South  and  Mid- 
west. His  business-bashing,  anti-Wash- 
ington populism  quickly  attracted  a  loy- 
al following.  But  by  1993,  the  Internal 
Revenue  Service  was  questioning  Peo- 
ples Network's  designation  as  a  not-for- 
profit  organization.  The  irs's  beef:  Hard- 
er was  pitching  products  such  as 
septic-tank  cleaners  and  bug  zappers  on 
the  network.  The  [RS  never  filed  a  for- 


Springs,  Fla.,  has  sued  Choate  and 
Choate's  United  Broadcasting  Network 
and  its  backers,  which  include  the  Unit- 
ed Auto  Workers.  Among  Harder's 
charges:  that  the  Choate  group  has  paid 
up  only  10%  of  the  $3.5  million  pur- 
chase price. 

Sound  messy?  It  is.  partly  because 
this  was  one  odd  alliance  from  the  start. 
Choate  launched  the  deal  with  Harder 
early  last  year,  only  to  resign  as  chair- 
man of  ubn  and  put  his  stock  in  trust  in 
September,  when  he  became  Perot's 
lunning  mate.  An  author  and  economist 
known  for  his  economic  nationalism, 
Choate  had  been  a  frequent  guest  on 
Harder's  For  the  People  show. 

Harder  and  Choate  had  common  sen- 
sibilities. Harder  had  founded  the  net- 
work in  1989  and  built  it  into  more  than 


mal  action  against  him,  but  Harder 
agreed  anyway  to  try  to  find  a  buyer 
who  would  run  the  network  as  a  for- 
profit  venture.  The  purchase  price  would 
go  to  Harder's  foundation  and  Harder 
would  keep  doing  his  programs. 
PLUGGING  PRODUCTS.  Choate  came  up 
with  a  novel  idea.  He  and  longtime  as- 
sociate Edward  A.  Miller,  former  presi- 
dent of  the  nonprofit  National  Center 
for  Manufacturing  Sciences,  wanted  to 
use  the  network  to  help  small  manu- 
facturers sell  their  U.  S.-made  products. 
Company  reps  would  appear  on  shows 
to  be  interviewed  and  plug  their  prod- 
ucts. United  Broadcasting  was  formed 
with  Choate  as  chairman  and  the  l  aw 
as  its  main  investor.  By  last  May,  Unit- 
ed agreed  to  buy  the  assets  of  Peoples 
Network  and  associated  real  estate 


owned  by  Harder,  including  the  £ 
hotel  from  which  it  operated. 

Harder  became  a  stockholder  in  ' 
ed  Broadcasting  and,  for  a  short  tii 
network  personality.  Indeed.  Miller 
the  price  would  have  been  much  I 
without  the  popular  Harder's  parti 
tion.  Even  though  the  deal  hi 
closed,  ubn  began  operating  the 
work  and  renovating  the  hotel. 

This  amicable  arrangement  soor 
solved  in  rancor.  Harder  says  CI 
and  Miller  told  him  to  tone  dowi 
criticism  of  President  Bill  Clintor 
cause  of  the  involvement  of  the  u.< 
Clinton  ally,  in  ubn.  He  also  gripes 
longtime  employees  were  fired,  tha 
much  money  has  been  spent  on  m: 
laneous  items,  and  that  he  was  expi 
to  spend  too  much  time  pitching  ] 
ucts.  Then  there's  Harder's  claim 
ubn  has  never  pai 
Harder  has  beei 
leave  from  the 
work  for  two  mc 
and  now  comp 
J  I  ubn  won't  let 
I  broadcast.  "I  find 

J be  untenable  that 
don't  own  the  net' 
my  wife  and  I 
and  yet  they  won 
me  on  the  air,' 
says. 

ubn  representa 
paint  this  as  a  ca 
seller's  remorse 
say  that  Harder  i 
ing  Choate's  noto 
to  blow  a  contract 
pute  out  of  propoi 
Miller  admits 
Harder   was  "ri 
manded"  in  Augus 
remarks  that  comf 
Clinton  with  Ad 
Hitler  but  says  the  UAW  is  a  pa: 
investor  and  has  never  dictated  coi 
(the  union  didn't  return  calls). 

The  real  fight  now,  both  sides  ai 
is  largely  over  the  terms  under  v 
Harder  will  go  his  own  way.  ubn  w 
him  to  sign  a  noncompete  agreei 
that  would  ban  him  from  virtually  a 
dio  broadcast  appearances.  But  it  f 
to  get  a  court  injunction  on  Oct.  21 
would  have  prevented  Harder  fron 
peaiing  on  Talk  America  2,  a  talk  i 
with  150  affiliates,  60  of  which  signe 
recently  just  to  cany  Harder's  prog 
Losing  Harder  could  be  a  tough 
for  the  Peoples  Network.  As  ubn 
the  uaw  are  finding  out.  in  talk  radi 
not  just  the  message  but  the  messe 
that  counts. 

By  Gail  DeGeorge  in  M 


HARDER  LINE 

Radio  host  Chuck 
Harder  (left)  says 
Choate  and  United 
Broadcasting  Net- 
work won't  let  him 
on  the  air-and  owe 
him  over  $3  million 


1  Nope.  Too  heavy. 


e,  down  is  light.  But  inch  for  inch,  Thinsulate'"  insulation  is  less  bulky  -  and  even 
*mer.  And  unlike  down,  ThinsulateIM  insulation  won't  bunch,  is  hypo-allergenic,  and 
:ps  you  warm  even  under  damp  conditions.  It's  a  comfortable  result  of  a  unique 
porate  spirit  that  lets  us  make  the  leap  from  need  to,.. 

3M  Innovation 

996  For  more  informal ion ,  call  1 -H00-3M-HELPS,  or  Internet:  http://www.mmm.eoni 
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COMPUTERS 

GOT  A  GRAND? 
GET  A  PENTIUM  PC 

Monorail's  edge:  It  doesn't 
make,  stock,  or  fix  its  machines 

■  t's  the  personal  computer  industry's 
I  biggest  challenge:  how  to  sustain  the 
I  home-PC  market's  25%  growth  rate. 
Analysts  think  sales  growth  could  stall 
as  early  as  1998:  As  PC  makers  cram 
more  technology  into  their  machines  to 
appeal  to  upper-income  families,  they've 
driven  the  average  price  to  $2,200,  from 
$1,900  in  1993.  That  brings  higher  mar- 
gins, but  it  squeezes  the  number  of 
middle-income  consumers  who  can  af- 
ford PCs  at  all. 

Doug  Johns  hopes  to  change  all  that, 
with  a  machine  that  radically  challenges 
traditional  notions  of  what  a  PC  should 
be  and  how  it  is  made  and  sold.  Come 
Oct.  28,  his  Atlanta  startup,  Monorail 
Inc.,  will  unveil  a  powerful  PC  for 
novices  that  runs  Windows  95,  plays 
music  CDs,  and  handles  the  Internet 
with  ease.  Retail  price  tag:  $999. 

In  part,  Johns'  solution  relies  on  tech- 


nological simplicity.  In- 
stead of  a  big,  costly 
monitor,  Monorail's  PC  is 
built  around  an  inexpen- 
sive, 10-inch  flat-panel 
display.  Rather  than  con- 
structing a  box  with 
multiple  microchips  and 
rarely  used  expansion 
slots,  its  charcoal-gray 
case  has  a  powerful  Pen- 
tium-class microchip, 
stereo  sound,  16  MB  of 
memory,  and  a  supeifast 
33.6  kilobit  modem. 
BUDDY  SYSTEM.  This 
from  a  company  with  just  40  employ- 
ees that  does  no  manufacturing  and 
owns  no  inventory.  The  PCs  are  made 
by  Phelps  Technologies  Inc.  Finished 
pes  go  from  Phelps  to  Federal  Express 
Corp.  vans  and  direct  to  dealers.  FedEx 
also  handles  dealer  orders,  delivers  ma- 
chines, and  accepts  and  sends  electronic 
payment. 

By  January,  Johns  hopes  to  eliminate 
retail  inventories  altogether:  Consumers 
will  get  machines  delivered  to  their 
homes  in  two  days.  For  repairs  or  up- 
grades, customers  call  FedEx  and 
schedule  a  pickup.  The  machines  will  be 
returned  to  Phelps  and  then  sent  back 
again  by  FedEx.  Monorail  "will  rede- 


JOHNS:  After  Com\ 
a  valuable  Rolode: 

fine  distribution  an< 
tomer  service,"  says 
othy  P.  Bajarin,  pre; 
of  consultant  Cre 
Strategies  Researcl 

Johns,  who  as 
paq's  PC  division 
guided  the  cost-ci 
that  led  to  the  cc 
n/s  1992  turnarouni 
the  big  computer  r 
in  1993 — but  hung 
his  Rolodex.  Phelp 
built  the  mechanical  guts  of  Con 
first  low-cost  business  PC.  Monc 
electronics  are  supplied  by  Mitac  ] 
national,  which  builds  some  of  Con 
Presario  home  PCs. 

Monorail  also  boasts  a  cadre  of 
paq  designers  and  marketers, 
founder  Nick  Forlenza  designed 
paq's  Presario  3000  home  PC,  and 
Adams  engineered  the  Compaq  Po: 
III.  Johns  insists  he  isn't  out  to  1 
off  Compaq:  "Our  chief  rivals  are  t 
like  the  $500  Sony  Playstation 
$1,300  trip  to  Disneyland."  Even  s 
may  give  the  big  PC  guys  a  scare. 

By  Gary  McWilliams  in  Hoh 
with  Kathy  Rebello  in  Scottsdale, 


COMPUTERS 

SUN  STARTS 
ABUZZ 

But  is  it  brewing  big  success 
with  its  "network  computer?" 

Sun  Microsystems  Inc.  is  about  to 
give  rivals  the  jitters.  On  Oct.  29,  it 
plans  to  unveil  JavaStation,  a  major 
new  entry  in  the  race  to  develop  "net- 
work computers,"  a  new  concept  touted 
since  last  year  by  Oracle  Corp.  Sun's 
new  machine,  aimed  at  corporate  buy- 
ers, is  a  stripped-down  computer 
aimed  at  making  some  jobs  as 
easy  as — well,  using  a  coffee- 
maker.  Says  Edward  J.  Zander, 
president  of  Sun's  hardware  unit: 
"JavaStations  are  an  enormous 


of  an  internal  disk  drive.  As  a  result, 
programs  can  be  updated  instantly,  and 
the  machine  itself  can  be  simple  (table). 
Target  markets  include  hotel  reserva- 
tion systems,  bank  teller  networks,  cus- 
tomer service  desks,  and  other  applica- 
tions for  which  terminals  or  low-end 
PCs  now  are  used. 

Early  indications  are  that  JavaStation 
will  do  well.  Its  appeal  isn't  just  its 
low  prices — under  $1,000.  Corporate  buy- 
ers like  the  promise  of  much  lower 
costs  for  support,  software,  and  train- 
ing. Pete  Kelly,  a  senior  vice-president 
at  First  Union  Corp.'s  capital 
markets  group,  based  in 
Charlotte,  N.  C,  expects 
JavaStation  support  to  cost 


THE  JAVASTATION 

PRICE  Less  than  $1,000 


50%  less  than  PC  support,  which  n 
least  $8,000  a  year.  That's  one  n 
ftd  Inc.  plans  to  buy  at  least  1 
JavaStations  for  member  florists 
the  next  few  years.  Says  Willi? 
Phelan,  ftd's  vice-president  for 
nology:  "This  will  be  a  very  big  r 
ment  in  computing." 

Still,  it's  far  from  certain  that  £ 
brewing  up  a  major  success.  For 
JavaStations  run  only  programs 
Sun's  Java  programming  langi 
which  are  few  and  largely  unte 
And  the  PC  is  far  more  versatil 
people  who  need  to  do 
eral  kinds  of  jobs,  sui 
spreadsheets  and  pres 
tions.  Meanwhile,  Si 
about  to  face  heavy 
competition  from  comp 
ranging  from  IBM  to  Hi 
to  terminal  makers  sui 
Wyse  Technology  Inc. 
Boundless  Technologies  In 


TARGET  MARKET  Hotel  reservation  systems,  bank 
opportunity  to  do  an  end-run    ^Ner  networks^  auto  rental  desks,  and  the  Ijke  are  jumping  in  with  net 

WHAT'S  INCLUDED  Sun  SPARC  microprocessor,  8 
megabytes  of  memory,  a  graphics  chip  and  network 


around  the  PC." 

JavaStation's  big  departure 
from  "Wintel"  PCs,  based  on  Mi- 


connector,  a  14-inch  monitor,  keyboard,  and  mouse 


computers.  Sun's  hope: 
its  machine  will  outclass 
all — something  akin  to  s< 


crosoft  Corp.'s  Windows  soft-  '   the  best  coffeemaker  in 


ware  and  Intel  Corp.'s  chips,  is 
that  it  draws  programs  and  data 
from  corporate  networks  instead 


WHAT'S  NOT  INCLUDED  Disk  drives,  software 

DATA:  COMPANY  REPORTS 


world. 

By  Robert  D. 
Park,  Calif. 


Hof  in  A 


toflware  Racec 
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TOSHIBA 


The  need  for  speed. 

It  was  first  on  the  list  for 
Toshiba  in  Europe  when  they 
decided  to  centralize  their  Euro- 
pean distribution  network.  By 
consolidating  all  of  their  supply 
parts  into  a  single  warehouse 
to  support  the  entire  European 
market,  Toshiba  knew  they 
could  greatly  speed  up  things 
and  improve  customer  service. 
The  only 
problem 
was  in  finding  a  logistics  soft- 
ware that  could  juggle  5,000 
different  electronic  parts  with 
the  ability  to  pick  and  ship 
within  an  hour.  Not  to  mention 
the  fact  that  the  transition  had 
to  be  made  in  less  than  four 
months. 

"CA-Warehouse  Boss ' 
made  it  look  easy,"  explains 
Peter  F.  Wessendorf,  General 
Manager  Information  Systems 
&  Logistics  of  Toshiba  Elec- 
tronics Europe.  "This  software 
fulfilled  our  requirements  to  a 
high  degree.  The  open  interface 
facilitated  the  integration  of 
our  information  systems. 
Without  employing  additional 
personnel,  we  increased  inven- 
tory turnover,  optimized 
warehouse  capacity  and 
significantly  reduced  errors." 

Four  months  later  Mr. 
Wessendorf  seems  to  have 
satisfied  his  need  for  speed. 

"These  days','  he  says,  "the 
warehouse  is  the  least  of  my 


worries. 
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HOW  ABOUT  THE  TURNPIKE  TURNCOATS 


As  if  the  Braves  weren't 
headache  enough:  In  court, 
the  Yankees  are  fighting 
fellow  New  Yorkers. 

Principal  owner 
George  Steinbren- 
ner  III  has  been 
threatening  for 
some  time  to 
move  his  team 
out  of  the 
Bronx,  casting 
an  eye  toward 
New  Jersey  and 
Manhattan!  But  on  Oct.  17, 
a  citizen's  group  sued  to 
bar  him  from  taking  the 
name,  arguing  that  it  be- 
longs in  part  to  the  city, 
which  has  spent  more  than 
$100  million  fixing  up  Yan- 
kee Stadium.  "They  have 
built  their  assets  on  the 
goodwill  of  New  York," 
says  John  Nicholas  Ian- 


nuzzi,  lawyer  for  the  Et< 
nal  Vigilance  Society. 
The  Yankees  won't  co 
ment,  but  since  they  c 
the  name  and  log 
legal  experts  s: 
they  are  on  s; 
ground.  Tean 
usually  take 
their  names 
with  them  w] 
they  move.  St 
angry  Clevelanc 
football  fans  persu 
ed  the  Browns  to  leave 
moniker  behind  when  th 
team  moved  to  Baltimor 
And  a  state  judge  has  o: 
dered  Yankee  lawyers  ir 
court  on  Oct.  25  to  show 
why  the  team  should  be 
lowed  to  consider  using 
name  outside  the  Bronx. 
Batter  up. 

By  David  Leonhc 


ALL  STEAMED  UP 
OVER  CONRAIL 

NORFOLK   SOUTHERN  CHIEF 

David  Goode  spent  years  pur- 
suing a  merger  with  Conrail, 
only  to  find  his  quarry  in  bed 
with  csx.  So  on  Oct.  23,  the 
jilted  suitor  struck  back,  of- 
fering $9  billion  in  cash  for 
Conrail.  That's  15%  more 
than  the  current  value  of  the 
bid  csx  made  on  Oct.  15. 
Goode  complained  in  a  letter 
to  the  Conrail  board  that  the 
earner's  chief,  David  LeVan, 
had  twice  rebuffed  Norfolk's 
overtures  for  a  meeting  since 
September,  and  pleaded  to 
talk  anew.  Like  csx,  Goode 
offered  to  consider  moving 
his  company's  headquarters 
to  Philadelphia  and  to  find  an 
"appropriate  position"  for 
LeVan.  Conrail  told  share- 


CLOSING  BELL 


PAPER  JAM 

"Clearly,  we've  somewhat 
tarnished  our  reputation  on 
this,"  says  Xerox  cfo  Barry 
Romeril.  Clearly.  A  sharp  rise 
in  selling  costs,  plus  a  drop 
in  revenue  from  black-and- 
white  copiers,  forced  Xerox  on 
Oct.  18  to  report  a  2.3%  slide 
in  third-quarter  profits,  to 
$250  million.  This  after  its 
$2.4  billion  deal  to  sell  its 
discontinued  financial-ser- 
vices units  to  Kohlberg  Kravis 
&  Roberts  collapsed  in  Sep- 
tember. The  latest  surprise 
sparked  a  sell-off  of  Xerox 
shares,  which  dropped  18% 
by  Oct.  22. 


XEROX 

0  i-  1  1— — i  1  1  _i 

OCT.  14.  '96  OCT.  22 
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holders  to  stand  pat  until  it 
reviews  the  new  offer. 


SMITH  BARNEYrTHE 
ALLEGATIONS  SPREAD 

IN   MAY,  THREE   WOMEN  IN 

one  branch  office  charged  dis- 
crimination at  Smith  Bamey. 
Now,  20  women  in  10  states 
have  asked  a  U.S.  District 
Court  in  New  York  for  the 
right  to  file  suit  as  a  class. 
The  Oct.  17  amended  com- 
plaint alleges  that  the  Smith 
Barney  brokers  and  sales  as- 
sistants had  to  endure  foul 
language,  unwanted  sexual 
advances,  and  retaliatory  ter- 
mination. If  the  class  action  is 
allowed,  the  women  would 
get  a  jury  trial  instead  of  the 
normal  arbitration  process 
that  brokers  are  required  to 
use  to  settle  employment  dis- 
putes. Smith  Barney  won't 
comment. 


A  DUBIOUS  FIRST 
FOR  AT&T  

IN   NEARLY   A   DECADE,  NO 

major  issuer  has  reported  a 
loss  on  credit  cards.  But  in 
its  third  quarter,  AT&T's  finan- 
cial-services unit,  consisting 
mostly  of  the  Universal  Card, 
posted  an  operating  loss  of 
$35  million,  vs.  a  $47  million 
profit  a  year  ago.  "It's  un- 
precedented," says  David 
Berry,  an  analyst  at  Keefe 
Bruyette  &  Woods.  AT&T 
blames  weak  revenues,  rising 
losses  from  deadbeat  borrow- 
ers, tough  rivals,  initiatives 
to  lure  and  keep  customers, 
and  investment  in  better  risk 
management.  "We  suspect  our 
problems  are  a  little  more  se- 
vere than  the  rest  of  the  in- 
dustry," says  acting  card  unit 
head  Gerald  Hines. 


COMPUSERVE: 
ANOTHER  NET  LOSS 

COMPUSERVE    DIALED  UP 

more  bad  news  for  investors. 
The  second-largest  online  ser- 


vice warned  that  its  loss  for 
the  quarter  ending  Oct.  31 
would  total  up  to  270  a 
share — almost  double  what 
analysts  had  expected.  The 
company  blamed  the  results 
on  delays  in  shipping  the  lat- 
est version  of  its  software, 
which  it  hopes  will  help 
break  the  stagnation  in  its 
subscriber  growth.  While  the 
number  of  Internet  users 
doubles  annually,  Compu- 
Serve's membership  has  re- 
mained at  just  above  three 
million  for  several  months. 


MOLTEN  METAL 
COOLS  0FF-AL0T 

WERE  INVESTORS  TOO  HARSH 

on  Molten  Metal  Technology? 
The  liigh-flying  company  owns 
a  technology  that  promises  to 
recycle  hazardous  waste  into 
useful  materials.  But  its 
shares  tumbled  on  Oct.  21,  af- 
ter executives  revealed  that 
government  research  and  de- 
velopment funding  would  be 


less  than  expected,  and 
poned  several  moves  intc 
markets.  Both  events 
sharply  restrict  near-tern 
enue  growth.  But  it  ap] 
the  debacle  has  little  t 
with  Molten's  technology 
Energy  Dept.  says  it  is  g 
ing  less  than  Molten  exp 
because  the  company's 
nology  is  far  enough  < 
that  it  no  longer  neec 
much  government  suppor 
for  the  postponed  proj 
Molten  sheepishly  says  il 
getting  spread  too  thin. 

ETCETERA... 

■  IBM  eked  out  a  quar 
profit  slightly  higher 
analysts'  estimates. 

■  Hershey  Foods  will 
$330  million  for  Huhtam 
North  American  candy  i 

■  Procter  &  Gamble  is  ts 
Luvs  diapers  out  of  Eui 
but  leaving  Pampers. 

■  Electronic  Data  Sysi 
warned  of  slower  gro 
sending  its  shares  reelii 


Cutting  a  tenth  of  a  second  off  your  time  can  take  years. 
With  Air  France  you  can  cut  several  hours  off  in  one  journey 


LOS  ANGELES -NICE  IN  12hrs.  45min. 
NEW  YORK- SINGAPORE  IN  18hrs.  30min.T 


THE  NEW  HUB  AT  CDG2. 
(«    EASY  COME.  EASY  GO. 


You  might  not  have  the  patience  or  the  fitness  to  time  yourself  for  the 
200-meter  butterfly  event,  and  you've  probably  no  hope  of  ever  winning 
a  medal.  However,  there's  nothing  to  stop  you  from  saving  any  amount 
i  over  thousands  of  miles.  When  using  the  new  Paris  -  Charles-de-GauJIe  2  hub  transfer  system  today,  you  connect  with 
•  France  worldwide  network  in  record  time  (that  is  600  long-distance  and  2,600  medium-haul  flights  every  week).  Save 
nd  earn  miles  too,  while  you  travel  with  our  Frequence  Plus  frequent  flyer  program.  For  information  or  reservations 
ur  travel  professional  or  1-800-AF-PARJS.  On  your  marks.  Get  set.  V 
'ith  Air  France.     you  will  always  have  a  reason  to  fly  a/r  France.   


s  a  partner  in  US  Air  Mileage  and  United  Airlines  Mileage  Plus  frequent  flyer  programs 

'/Fall  flight  schedules  published  by  Air  France  and  Air  Inter  Europe  for  travel  via  Paris  Hub  at  CDG2. 

jmmer/Fall  transatlantic  supersonic  Concorde  flight  schedules  published  bv  Air  France  and  Air  Inter  Europe  for 
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With  the  help  of  The  Everything  Pages'  directory  from  GTE,  Hal  Dantzler  lets  h.s 
fingers^do  the  walking  for  the  parts  he  needs.  Since  they're  the  world's  eas.est 
Yellow  Pages,  .t's  a  short  walk.  He  counts  on  GTE  people,  quality  and  rel.ab.l.ty 
to  make  his  life  easier.  So,  if  you  think  telecommunications  have  only  complicated 
your  life,  remember,  there's  one  company  you  can  count  on  forjielp:  GTE. 


ashington  Outlook 


WEN  ULLMANN 


HY  VOTER  APATHY 

ILL  MAKE  A  STRONG  SHOWING 


TOOAV    WE  MAKE 
DIFFERENCE 
TOMORROW 


[hen  turnout  on  Election  Day  1992  jumped,  reversing  a 
'30-year  slide  in  voter  participation,  it  looked  as  though 

the  political  system  was  finally  conquering  that  qua- 
ial  foe:  public  apathy.  But  now,  '92  looks  like  a  blip,  with 
indicators  pointing  to  a  sharp  voter  decline  on  Nov.  5. 
out  could  fall  below  50%  for  the  first  time  since  1948," 
i  Louis  Harris  &  Associates  ceo  Humphrey  Taylor, 
is  the  ranks  of  detached  citizens  swell,  the  clout  of  po- 
ig  special  interests  is  sure  to  grow. 

not  hard  to  figure  out  why  folks  are  tuning  out.  A 
y  economy  means  fewer  angry  or  fearful  voters  clamor- 
r  change.  Neither  President  Clinton 
epublican  rival  Bob  Dole  holds  sway 
i  large,  committed  base.  Ross  Perot 

been  able  to  repeat  the  excitement 
nergized  millions  to  vote  four  years 
"Jo  hot-button  issue  has  galvanized 
iblic.  And  Clinton  holds  such  a  com- 
ng  lead  that  for  many  Americans, 
ection  already  seems  over. 
>R  VOTER."  According  to  an  Oct.  17- 
irris  Poll  of  943  likely  voters,  49% 
believe  the  election  will  make  much 
;nce  in  their  lives.  That  may  explain 
ther  surveys  show  interest  in  the  '96  ~ 
ign  lagging  behind  both  '92,  when  55%  of  eligible  voters 
allots,  and  '88,  when  the  figure  was  50%. 
;re  is  one  sign  of  greater  citizen  involvement;  an  esti- 

15  million  people  will  be  registered  for  the  first  time  by 
on  Day  because  of  the  1995  "motor  voter"  law.  It  re- 
i  states  to  provide  speedy  ballot  registration  at  motor 
e  and  welfare  offices.  Still,  election  experts  predict 
few  people  who  didn't  actively  seek  to  register  will 
r  to  vote. 

luld  anyone  other  than  public-minded  civic  groups  care 
voters  ignoring  the  campaign?  Over  the  next  two 
r.  the  Democrats  should  care  a  lot,  because  low  turnout 


POLL-PHOBIA:  Short  lines  on  Nov.  5? 


will  probably  hurt  them  more  than  Republicans,  who  his- 
torically get  out  to  vote  more  regularly.  Recent  polls  show 
more  Dole  backers  than  Clinton  supporters  believe  there's  a 
lot  at  stake  in  this  election,  and  that  suggests  a  depressed  De- 
mocratic turnout.  Clinton  would  still  probably  win,  though  by 
less  than  his  current  15-to-20-point  margin.  But  Hill  Demo- 
crats might  lose  the  tight  race  to  seize  control  of  Congress 
from  the  GOP.  "We're  very  concerned.  Turnout  is  always 
tougher  for  us  than  for  the  Republicans,"  admits  Clinton 
campaign  spokesman  Donald  J.  Foley. 

Longer  term,  much  more  is  at  stake  than  victory  on  Elec- 
tion Day.  Unless  a  cure  is  found  for  the 
public's  chronic  poll-phobia,  the  influence  of 
narrow  interest  groups  will  grow.  "You'll 
see  the  dominance  of  the  intensely  inter- 
ested, like  the  Christian  Coalition,"  says 
Curtis  Gans,  head  of  the  nonpartisan  Com- 
mittee for  the  Study  of  the  American 
Electorate.  Moreover,  the  intensely  inter- 
ested tend  to  elect  candidates  from  the 
right  and  left  fringes  as  centrist  voters 
opt  to  stay  home. 

Another  group  of  winners:  senior  citi- 
zens. They're  the  most  reliable  voters, 
"  with  two-thirds  of  those  65  and  older  reg- 
ularly showing  up  on  Election  Day.  By  contrast,  only  about  a 
third  of  those  under  25  routinely  vote,  and  recent  polls  show 
interest  in  politics  among  this  group  hitting  a  new  low.  So 
politicians  will  be  ever  more  responsive  to  seniors'  demands 
to  protect  then-  benefits  than  to  younger  constituents'  pleas  to 
ease  the  payroll  taxes  that  pay  for  grandma's  Social  Security 
and  Medicare.  "It  becomes  a  Catch-22,"  frets  national  League 
of  Women  Voters  President  Becky  Cain.  "Politicians  don't  ad- 
dress the  issues  of  nonvoters,  who  become  more  and  more 
alienated."  Unless  the  pols  figure  out  how  to  reach  out  to  the 
alienated,  the  cynical,  and  the  indifferent,  the  downward  spi- 
ral of  voter  participation  seems  likely  to  continue. 


CAPITAL  WRAPUP  1 

SHEFSKY'S  NEW  DEAL? 

RUNNING  DRY 

TAX  GAME 

ill  Acting  U.  S.  Trade  Rep  Char- 
Barshefsky  head  Transportation? 
locrats  say  she's  a  good  fit  for  an 
icy  pursuing  "open  skies"  civil  avi- 
i  accords.  Top  Clintonites  want  to 
ard  Barshefsky,  who  had  expected 
permanent  job  after  Mickey  Kan- 
vent  to  Commerce.  They  have  cold 
because  Barshefsky  once  did  legal 
k  for  Canada,  a  problem  under  a 
ethics  law  barring  ustr  candi- 
I  who  ever  represented  foreign 
cms  in  trade  disputes. 


►  The  money  spigot  is  barely  drib- 
bling for  some  embattled  House  GOP 
freshmen.  At  least  four  rookies  raised 
less  money  in  the  past  three  months 
than  their  Democratic  rivals.  Daniel 
Frisa  of  New  York  was  outpaced 
nearly  4-to-l  by  Democrat  Carolyn 
McCarthy,  whose  husband  died  in  the 
Long  Island  RR  massacre.  One  con- 
tributor to  Oregon  freshman  Jim 
Bunn's  Democratic  challenger: 
Antoinette  Hatfield,  wife  of  Republi- 
can Senator  Mark  Hatfield. 


►  Here's  a  secret  Washington  won't 
disclose:  Social  Security  taxes  are 
going  up  faster  than  benefits.  Benefi- 
ciaries get  a  2.9%  cost-of-living  raise 
next  year,  but  high-wage  workers  will 
see  a  bigger  hike  in  payroll  taxes. 
Why?  Total  pay  subject  to  the  tax  is 
pegged  to  average  earnings  unadjust- 
ed for  inflation,  which  rose  4.3%.  So 
the  first  $65,400  will  be  taxed,  up 
from  $62,700  this  year.  The  maximum 
payroll  tax  next  year  will  also  go  up 
4.3%,  to  $4,055  from  $3,887. 


International  Business 


MIDEAST 


A  DANGEROUS 
OIL  HABIT 


Despite  rising 
crude  prices,  the 
gulf  states  have  to 
push  reforms-now 

The  annual  get-together  of  the  U.  S.- 
Saudi Business  Council  at  Wash- 
ington's Mayflower  Hotel  in  early 
October  could  not  have  occurred  at 
a  better  time.  Crude-oil  prices  are  at 
levels  not  seen  since  Saddam  Hussein's 
armies  stormed  into  Kuwait  six  years 
ago.  That  means  Saudi  Arabia,  the 
world's  largest  oil  exporter,  could  pocket 
at  least  $45  billion  this  year  from  crude 
sales — a  10%  hike  over  1995.  Top  exec- 
utives from  such  companies  as  Mobil. 
Citicorp,  and  Philip  Morris  listened  to 
Saudi  officials  talk  about  business  oppor- 
tunities in  the  kingdom.  The  message: 
With  Saudi  Arabia  emerging  from  a  half- 
decade  of  hard  times,  now  is  the  time 
to  invest. 

Leave  it  to  often  outspoken  Treasury 
Under  Secretary  Lawrence  H.  Summers 
to  puncture  that  bubble.  No  matter  that 
higher  oil  prices  helped  Saudi  Arabia  to 
its  first  balanced  budget  since  1981.  The 
country,  says  Summers,  needs  "to  put 
its  fiscal  house  in  order."  To  do  so,  the 
Saudis  must  push  through  changes — 
from  privatization  to  reforming  a  cra- 
dle-to-grave welfare  system — that  would 
spur  the  private  sector  and  lay  the  foun- 
dation for  long-term  growth.  "Summers 
was  describing  action  that  everyone 
knows  has  to  be  taken."  says  an  at- 
tendee. "But  the  real  question  is 
whether  the  Al-Sauds  will  do  it.  Will 
the  ruling  family  open  up  the  system 
before  it's  too  late?" 

That  question  is  being  asked,  as  well, 
about  the  other  five  pro-Western  oil 
states  of  the  Persian  Gulf — Kuwait, 
Qatar,  Bahrain,  the  United  Arab  Emi- 


rates (UAE),  and  Oman.  In  all  those  coun- 
tries and  Saudi  Arabia,  loosely  organized 
into  the  Saudi-dominated  Gulf  Coopera- 
tion Council,  challenges  to  the  well-en- 
trenched system  of  hereditary  family  rule 
are  mounting,  inflamed  in  part  by  sky- 
high  unemployment  (table).  Market-open- 
ing reforms  may  not  address  directly 
these  political  grievances  but  would  serve 
to  boost  confidence  and  create  jobs. 

The  irony:  Today's  sizzling  oil  market 
could  ease  the  pressure  on  gulf  rulers 
to  enact  these  reforms.  Since  January 
alone,  the  price  of  a  barrel  of  Brent  crude 
has  jumped  some  50%,  to  $25.40,  giving 
the  gulf  states  as  a  whole  $11  billion  in 
extra  revenue  this  year.  Much  of  that  is 
going  into  rebuilding  cash  reserves  de- 
pleted by  the  gulf  war  or  to  paying  long- 
overdue  bills  to  contractors.  "The  windfall 
of  higher  oil  prices  is . . .  being  used  to 
put  off  the  inevitable,"  says  David  Reh- 
fuss,  a  former  State  Dept.  Middle  East 
expert  and  now  a  senior  associate  at  c&o 
Resource  Inc.  in  Washington. 
"WISHFUL  THINKING."  Signs  abound  that 
change  is  needed — and  fast.  Car  bombs 
in  Saudi  Arabia  hit  U.  S.  military  tar- 
gets hard,  an  indication  that  homegrown 
discontent  is  reaching  dangerous  levels. 
In  Qatar.  Sheikh  Hamad  overthrew  his 
father.  Sheikh  Khalifa,  in  a  palace  coup  in 
June.  1995. 

The  most  serious 
wake-up  call  comes  from 
the  island  state  of 
Bahrain — just  across  a 
narrow  causeway  from 
Saudi  Arabia's  largest  oil 
fields  and  key  oil  instal- 
lations. Since  last  year, 
frustration  stemming 
from  lack  of  jobs  and  the 
Al-Khalifah  family's  grip 
on  power  has  spawned 
violent  protests.  Hotels 
and  businesses  have  been 
bombed  and  hundreds  of 
protesters  arrested. 

"Unless  things  change 


pretty  dramatically.  Bahrain  is  what 
happen  to  the  other  gulf  states  in 
future,"  says  Jassem  Al-Saadoun,  ] 
of  Kuwait's  Alshall  Economic  Consult 
Ltd.  "Unfortunately,  there's  wishful  t] 
ing  everywhere  in  the  gulf  that  high< 
prices  can  solve  everything." 

One  pressing  issue  is  the  widesp 
unemployment  among  the  gulf  st; 
baby  boomers — the  generation  bom  i 
the  oil  bounty  of  the  early  1970s, 
group  now  is  severely  straining 
states'  welfare  systems.  The  proble 
\isible  in  crowds  of  idle  youth  han 
around  downtown  Manama,  Bahr 
capital.  Over  75%  of  the  370,000  Bah 
nationals  are  under  age  25,  a  ratio 
rored  throughout  the  gulf.  Unem{ 


INCOME  JUMPS  FOR 
THE  GULF  STATES... 


OIL  &  GAS  EXPORTS 
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A  BILLIONS  OF  DOLLARS  EST. 
*SAUDI  ARABIA,  UAE,  KUWAIT.  OMAN, 
BAHRAIN,  QATAR 

DATA:  PETROLEUM  FINANCE  CO. 


OIL  IN  DUBAI:  Co 

according  to  local  economists,  is 
entry  above  25%.  In  richer  Saudi 
)ia,  things  are  hardly  better:  Ads  in 

papers  offering  one  or  two  jobs 
r  thousands  of  replies. 
ven  in  gulf  states  that  don't  have  a 
-flow  problem,  unemployment  is  a 
it.  Finding  Kuwaiti  graduates  jobs 
i  days  means  putting  them  on  the 
rnment  payroll — where  93%  of  the 

population  is  employed.  But  such 
g  has  its  problems.  In  the  uae,  uni- 
ity  graduates  have  to  wait  6  months 
years  to  land  a  government  job. 
le  only  real  way  to  lay  the  founda- 
for  long-term  growth  in  the  gulf 
is  is  to  reduce  government  domina- 
of  the  economy  and  get  private  busi- 


The  sheikhdoms 
are  threatened 
byjoblessness, 
but  to  get  their 
economies 
growing,  they'll 
need  to  rein  in 
ruling  families 
and  reinforce 
commercial 
codes 


SPENDING  AGAIN: 

A  WEDDING  RECEPTION 

IN  KUWAIT  CITY 


nesses  to  start  investing  and  hiring. 
"Only  a  vigorous,  growing  private  sector 
can  solve  the  problems  in  the  gulf,"  says 
Gary  Sick,  senior  research  scholar  at  Co- 
lumbia University  and  former  Middle 
East  adviser  on  the  National  Security 
Council.  But  achieving  that  requires 
tough  political  decisions — from  reining  in 
ruling  family  member's  who  try  to  muscle 
in  on  business  to  putting  more  backbone 
into  commercial  codes. 
KEEPING  control.  The  rulers,  uneasy 
about  creating  economic  and  political 
counterweights,  are  moving  slowly  on 
privatization.  For  instance,  governments 
in  Saudi  Arabia,  Oman,  and  Bahr-ain  have 
sold  shares  in  state-owned  companies  to 
raise  revenue,  but  still  hang  on  to  control. 


It  will  probably  take  another 
severe  economic  downturn  to 
compel  the  governments  to  act. 
Saudi  Arabia,  for  one,  moved 
forcefully  to  rein  in  uncompeti- 
tive subsidies  on  gasoline  and 
wheat  production  in  early  1995 
but  only  after  the  country  was 
confronted  with  its  worst  cash 
crisis  ever.  At  that  time,  the 
government  basically  stopped 
paying  its  bills  and  even  held  up 
paying  civil  service  salaries. 

Now  with  the  oil  money  pour- 
ing in  again,  reform  has  come 
to  a  halt.  None  of  a  series  of 
measures  to  reform  the  Saudi 
economy  advocated  by  the  In- 
ternational Monetary  Fund  last 
year — from  introduction  of  sales 
taxes  and  excise  duties  to  raising 
artificially  low  utility  taiiffs  and 
gasoline  prices — has  been  acted 
on.  In  neighboring  Kuwait,  the 
government  is  using  higher  rev- 
enues to  undercut  parliamentary 
opposition:  "Service  candidates," 
promising  increased  pork-barrel 
spending  and  services,  took 
many  of  the  50  contested  seats 
in  the  Oct.  7  elections. 

The  gulf  has  potentially  more  going 
for  it  than  just  about  any  other  area  of 
the  developing  world.  Apart  from  abun- 
dant natural  resources,  it  has  world-class 
airports,  ports,  and  telecommunications, 
thanks  to  heavy  infrastructure  spending 
since  the  1970s.  The  uae  alone — about 
the  size  of  Maine — sports  six  interna- 
tional airports.  And  gulf  nationals  hold 
roughly  $300  billion  in  offshore  assets. 
"With  the  right  combination  of  economic 
and  political  security,  that  money  can 
come  home,"  says  Kuwait's  Al-Saadoun. 
But  given  the  complacency  that  the  new 
flood  of  oil  dollars  is  engendering  in  gulf 
rulers,  that  might  not  happen  soon. 

By  Joh  n  Rossant  in  Bahrain 


...BUT  THEIR  LEADERS  STILL  FACE  PROBLEMS 

SAUDI  ARABIA  Reform  has  slowed  and  OMAN  Sultan  Qaboos,  on  the  throne 

domestic  opposition  is  increasing  as  aging  since  1970,  has  started  to  rein  in  govern- 

Al-Saud  leaders  such  as  77-year-old  King  ment  spending.  But  the  succession 

Fahd  seem  unable  to  make  decisions.  issue — Qaboos,  55,  is  childless — remains. 

UAE  Well-positioned,  thanks  to  small  BAHRAIN  Opposition  to  ruling  Al-Khalifah 

population  and  Abu  Dhabi's  oil  and  cash  family  has  recently  led  to  bloody  riots  and  L 

reserves.  But  could  face  strife  when  Abu  mass  arrests.  Unemployment  near  25%. 
Dhabi's  ailing  ruler  Sheikh  Zayed  dies.  c 

 _°_  -L   QATAR  Successful  coup  launched  by 

KUWAIT  Freewheeling  parliament  and  Sheikh  Hamad  18  months  ago  against 

free  press  act  as  pressure  valve,  venting  aging  father  underlines  problems  of  fam- 

criticism  of  ruling  Al-Sabah  family.  ily  rule  throughout  gulf. 
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International  Business 


BRITAIN 


THE  AMERICAN  REVOLUTION 
AT  CABLE  &  WIRELESS 

Yank  Richard  Brown  is  moving  to  make  it  a  global  player 


K 


'ansas  Cowboy  Hits  Town."  That's 
the  way  one  British  newspaper 
^described  Richard  H.  Brown's  ap- 
pointment as  the  new  ceo  of  Cable  & 
Wireless  PLC  in  May.  Sure  enough,  since 
taking  over  the  top  spot  at  Britain's 
troubled  No.  2  phone  company  on  July 
1,  Brown,  an  American  who  was  re- 
cruited from  Kansas  City-based  h&r 
Block  Group  Inc.,  has  proven  himself  a 
quick  draw. 

On  Oct.  22,  Brown  unveiled  a  plan 
to  create  an  $8  billion  communications 


powerhouse  by  merging  c&w's  British 
phone  operation  with  three  top  cable 
companies,  c&w's  stock  surged  nearly 
6%  on  the  news,  to  $7.42  a  share.  Two 
weeks  earlier.  Brown  managed  to  re- 
cruit German  utility  kwe  as  a  key  part- 
ner in  Germany — swiping  it  away  from 
archrival  British  Telecommunications 
plc.  And  in  coming  months,  the  49-year- 
old  executive  is  aiming  to  strike  a  deal 
with  partners  in  Italy  and  France.  That 
will  boost  c&w's  presence  on  the  Conti- 
nent when  Europe's  phone  market 
deregulates  in  1998. 

But  it  will  take  more  than  a  few 
quick  deals  to  transform  c&w  from  an 
$8.7  billion  holding  company  for  a  col- 
lection of  mostly  second-tier  phone  com- 


panies in  such  places  as  Tonga,  the  Sey- 
chelles, and  the  Cayman  Islands  to  a 
focused  international  communications 
provider.  Aside  from  needing  a  strategic 
rethink,  c&w  must  catch  up  with  bt  and 
at&t  in  finding  global  partners.  Only 
then  can  it  compete  effectively  for  big 
corporate  customers — the  first  step  to- 
ward offering  international  services  to 
consumers,  as  well. 

With  the  cable  merger,  Brown  is  tack- 
ling c&w's  most  vexing  problem:  the  poor 
performance  of  its  British  telephone  unit, 


RICHARD  H.  BROWN 

BORN  1947,  New 
Brunswick,  N.J. 

BACKGROUND  Earned  BS 
from  Ohio  University.  Spent 
27  years  in  the  telecom 
industry.  Held  top  jobs  at 
Ameritech,  Sprint,  and 
H&R  Block  before  joining 
C&W  as  CEO  on  July  1 

STRATEGY  To  expand 
into  high-speed  video  and 
Internet  services  in  Britain 
using  recently  acquired 
cable  systems.  To  use 
alliances  with  energy  group 
RWE  and  Veba  in  Germany 
and  IDC  in  Japan  to  grow 
overseas 

DATA:  BUSINESS  WEEK 


Mercury  Communications  Ltd.  The  unit 
is  getting  squeezed  by  its  much  bigger  ri- 
val, bt,  which  has  been  forced  by  regu- 
lators to  drastically  lower  prices.  Mer- 
cury's costs  have  also  soared,  crimping 
operating  profits.  In  1995,  Mereuiy's  earn- 
ings plunged  41%  after  exceptional  items, 
to  $227  million  on  sales  of  $2.6  billion. 

After  laying  off  2,500  workers,  about 
20%  of  its  workforce.  Mercury's  profits 
climbed  back  up  to  $367  million  in  the 
year  ended  Mar.  31.  But  with  Mereuiy's 
market  share  stalling  at  around  11%, 
Brown  figured  he  needed  to  go  beyond 
just  handling  the  cable  companies'  long- 
distance and  overseas  calls.  If  the  merg- 
er goes  ahead,  c&w  will  control  Britain's 
single  largest  cable  operator — giving  it 


an  extensive  network  of  coaxial 
that  can  be  used  to  deliver  phon 
and  data  to  homes. 

About  three  weeks  ago.  Brown 
touch  with  Nynex  Chairman  Ivan  ( 
denberg  and  Bell  Canada  Interna 
Inc.  Chairman  Derek  H.  Burney  t 
about  merging  their  British  oper 
with  those  of  c&w,  and  letting  c&w 
age  them.  In  exchange,  the  partnei 
get  stock  in  the  new  company, 
called  Cable  &  Wireless  Communia 
in  addition  to  some  cash. 

It  was  an  offer  that  was  ha 
refuse.  Nynex  CableComms  Grou] 
Britain's  second-largest  cable  playe 
Bell  Cablemedia — the  No.  3 — tog 
count  365,000  British  homes  as 
tomers.  But  they  continue  to  lose 
ey.  And  like  the  rest  of  Britain's  ; 
cable  industry,  they've  suffered  fi 
lower-than-expected  number  of  cal 
subscribers.  Indeed,  the  whole  mi 
lion-dollar  experiment  to 
the  world's  most  advanc* 
formation  Superhighws 
Britain  has  been  disappo 
for  the  North  America 
vestors  that  backed  it 
with  the  heaviest  startup 
completed,  industry  cash 
are  turning  positive.  Th< 
ing  of  Brown's  investmen 
prove  smart. 
WELCOME  MOVE.  Brown 
is  that  the  cable  group 
now  creating  will  have 
more  market  power  ant 
fare  better.  The  new  « 
couldserve  6  million  horn 
which  2.5  million  are  al 
wired  for  cable.  The  go; 
offer  customers  one-stop 
ping  for  a  rich  mix  of 
data,  and  video  service 
consolidated  under  one  bil 
result  could  be  a  powerful 
petitor  to  British  Teli 
which  is  barred  by  regulators  frc 
fering  entertainment  services  until 
With  estimated  cost  savings  of 
$240  million  in  coming  years,  th( 
company  will  also  have  more  ck 
negotiating  programming  rates 
British  Sky  Broadcasting.  Brown 
to  sell  shares  in  Cable  &  Wireless 
munications  in  New  York  and  L< 
next  spring. 

That  may  be  a  welcome  move, 
so  far,  Brown  is  dazzling  investors 
guiding  Cable  &  Wireless  throug 
industry's  coming  free-for-all  ain 
ing  to  be  a  Kansas  City  stroll. 

By  Julia  Flynn,  with  Heidi 
ley,  in  London,  and  Peter  Elstrc 
Chicago 


International  Business 


ISRAEL 


TAKE  THAT, 
MR.  MURDOCH 

Tax  inspectors  step  in  a  hornets' 


nest 


It  was  Israel's  biggest-ever  tax  raid: 
On  Oct.  20,  dozens  of  tax  inspectors 
descended  on  the  offices  of  a 
Jerusalem-based  unit  of  News  Corp., 
the  media  giant  controlled  by  Rupert 
Murdoch.  Grabbing  files  and  computers, 
they  were  gathering  evidence  for  an  in- 
vestigation into  the  subsidiary,  News 
Datacom  Research  Ltd.,  for  allegedly 
hiding  $150  million  in  income  earned  by 
selling  its  sophisticated  technology  for 
decoding  satellite  television  transmis- 
sions around  the  world.  The  inspectors 
went  on  to  seize  evidence  from  the  com- 
pany's lawyers  and  accountants. 

The  high-profile  raid  pits  Israel's  tax 
collectors  against  Murdoch,  who  consid- 
ers himself  a  big  backer  of  the  coun- 
try's growing  high-technology  industry. 
Indeed,  Israeli  industry  observers  fear 
that  such  a  hard-line  approach  from  the 
tax  police  could  drive  much  needed  for- 
eign investment  away  at  a  time  when 
political  instability  is  already  prompt- 
ing companies  to  take  a  wait-and-see 
attitude  toward  Israel.  Says  Shlomo 
Kalish,  president  of  Jerusalem  Global 
Consultants  Ltd.,  a  leading  local  high- 
tech investment  bank:  "Foreign  compa- 
nies are  going  to  start  asking  whether 
they  need  this  kind  of  headache." 

With  Murdoch  the  target,  the  affair 
has  quickly  taken  a  political  twist.  Is- 
raeli Prime  Minister  Benjamin  Ne- 
tanyahu, a  friend  of  Murdoch's  who  is 
keen  on  maintaining  business  confi- 
dence, seems  to  be  backing  the  media 
magnate  over  his  own  bu- 
reaucrats. Netanyahu's  se- 
nior media  adviser,  David 
Bar- 1  lan,  terms  the  alle- 
gations against  Murdoch's 
company  "outright  libel" 
and  has  criticized  the  tax 
authorities  for  a  lack  of 
discretion. 

SOUR  GRAPES.  News 
Datacom  Research  has  be- 
come one  of  Israel's  high- 
tech stars.  Since  Murdoch 
opened  the  unit  in  1988, 
he  has  invested  close  to 
$40  million  in  building  up 
the  R&D  center.  Now,  with 
250  employees,  it  is  a  lead- 
ing global  provider  of  tech- 


SEIZING  EVIDENCE:  Did  News  Datacom  evade  taxes? 


nology  for  pay-television  access  systems, 
which  are  used  by  6  million  customers 
around  the  world.  The  technology  was 
developed  by  mathematician  Adi  Shamir, 
a  leading  expert  in  encryption  and  coding 
at  the  Weizmann  Institute  of  Science  in 
Rehovoth.  News  Corp.  says  that  all  the 
research  has  been  privately  financed  and 
that  it  has  not  applied  for  any  govern- 
ment research  contracts  that  restrict  the 
use  of  technology  or  its  export. 


"Foreign  companies 
are  going  to  start 
asking  whether  they 
need  this  kind  of 
headache,"  says 
one  Israeli 
investment  banker 


MURDOCH:  A  BIG  BACKER 
OF  HIGH  TECH  IN  ISRAEL 


For  its  part,  News  Corp.  deni 
wrongdoing  and  alleges  that  a  di 
tied  former  employee  was  behi: 
investigation.  The  company  says 
has  filed  a  lawsuit  against  the  em 
former  head  of  the  Jerusalem  i 
Britain.  The  employee  "has  be 
tempting  to  extort  News  Corp.  t 
its  legal  action  and  has  threate 
cause  trouble  with  Israeli  tax  autl 
for  over  a 
News  Corp 
made  it  clear 
has  nothing  to 
a  statement 
by  the  compar 
HAWK  EYES.  . 
center  of  the  < 
is  how  much 
Murdoch's  R&D 
tions  should 
porting  inside 
News  Dataco 
search  expor 
coders  and  oth 
ware  to  News 
affiliates  arou 
world.  The  t 
spectors  are 
looking  into  w 
senior  manager 
paid  consultin 
abroad,  in  addi 
their  regular  s 
Such  fees  coi 
"  a  way  to 
Israel's  50%  personal  income  ta: 
The  corporate  income  tax  rate  in 
is  35%. 

News  Corp.  maintains  that  i1 
"reports  its  taxes  in  the  same  r 
as  hundreds  of  other"  research  a 
velopment  units  of  internationa 
panies  in  Israel.  Neither  the  Israi 
nor  its  British  parent,  News  D; 
Ltd.,  reported  operating  profits  p 
the  fiscal  year  ending  June  30,  19 
company  says. 

As  Israeli  officii 
through  the  ev 
they  recently  seize 
Murdoch's  unit,  low 
panies  will  be  wo 
about  the  potential 
tive  impact  of  the  t 
thority's  hawk-like 
With  the  peace  p 
still  floundering  ai 
need  for  foreign  i 
ment  as  high  as  ev< 
tanyahu  may  also  t 
ing  that  his 
Murdoch  isn't  the  t 
hold  a  grudge. 

By  Neal  S 
in  Jen 


,r  IJ.'Mllz1  Pentium 
essor  runs  softiAiare 
lightning  speeds. 


i  mere  six  pounds; 
hi  can  lake  your 
MtPad  anvil  here. 


ih  TrackPoint  III. 
'  hands  never  hare 
>  leave  the  keys. 


•oducte 


Introducing  the  new  ThinkPad  365.  Because  everyone  could  use  an 
affordable  place  to  think.  Now,  even  if  youre  short  on  work  space,  you 
can  still  stretch  your  mind  as  far  as  youd  like. 

The  IBM  ThinkPad  365  brings  you  award-winning  ThinkPad 
technology  -  with  Pentium  processor  power  -  starting  at  $2,499.' 

Its  a  very  comfortable  place  to  work.  It  offers  an  inspiring  view 
(a  bright,  10.4"  or  11.3"  color  screen)  as  well  as  a  hard  drive  with 
room  enough  to  store  ideas  as  big  as  yours.  It  comes  complete  with 
Lotus  SmartSuite  for  instant  produc- 
tivity. And  select  models  are  designed 
with  full  multimedia  capabilities, 
including  an  integrated  CD-ROM  drive. 

Call  1  800  426-7255,  ext.  4730,  or 
visit  us  at  www.pc.ibm.com/thinkpad 
for  details  on  the  new  ThinkPad  365. 
You  11  find  its  not  only  affordable,  its 
absolutely  thought-provoking. 


Think 


' '  ft  r  n-  *■ 
»  «•  *  *■  t-    *•  *  t*  *  t     *  mi 
rt  t  i  i  ;i  s  i  1. 1  i  i  jftf'j 
•  »  «  •  r  f  f.  *■:   .f.  |;.y| 


'  Model  2E9/3E9  Estimaled  IBM  authorized  retailer  puce  Aclual  prices  may  vary  Other  models  range  up  lo  $3  499  SmartSuite  may 
be  preloaded,  included  on  a  CD  or  available  lo  order  on  a  CD  Diskettes  and  hard  copy  documentation  available  at  extra  charge  M-F. 
8  am  -  8  pm  EST  In  Canada,  calll  800  465-3299  (ID#  45294)  'MHz  denotes  internal  clock  speed  ol  the  microprocessor  only,  other 
laclors  also  atlect  application  performance  'Actual  weight  may  vary  Supports  Windows  95,  Windows  NT  v  3  51,  v4  0  (when  available) 
IBM,  ThinkPad,  TrackPoint  III  and  Solutions  lor  a  small  planet  are  trademarks  ol  International  Business  Machines  Corporation 
Microsoft  and  Windows  are  trademarks  or  registered  trademarks  ol  Microsoll  Corporation  Other  companies,  products  and  service 
names  may  be  trademarks  or  service  marks  ol  others  ©  1996  IBM  Corp 


Solutions  for  a  small  planet 
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GERMANY 


DAIMLER  HAS  A  NEW  CURVE 
TO  NEGOTIATE 

A  power  struggle  is  delaying  the  conglomerate's  restructuring 

■  n  just  18  months  as 
I  Daimler  Benz's  ceo, 

■  Chief  Executive  Jiir- 
gen  E.  Schrempp  has 
engineered  a  remark- 
able turnaround  at  Ger- 
many's biggest  indus- 
trial company.  In  place 
of  the  top-heavy  hold- 
ing-company structure 
he  inherited,  Schrempp 
carved  the  conglomer- 
ate into  36  operating 
units,  each  reporting 
directly  to  the  Daimler 
board  on  strategy  and 
profit  goals.  This  hands- 
on  management  system 
is  expected  to  turn  the 
floundering  behemoth's 
1995  loss  of  $3.7  billion 
on  sales  of  $67  billion 
into  a  $1.2  billion  profit 
this  year. 

Daimler's  brightening 
prospects    could  be 

piwwstraggSat  has  WAR  OF  WILLS 

broken  out  between  Absorbing  the  highly 
Schrempp,  52,  and  Hei-  profitable  Mercedes 

mut  Werner    CEO  of  subsidiary  is  CTUCial  to 

highlv  profitable  auto-       .  J 

motive  subsidiary  Mer-  Daimler's  makeover, 

cedes-Benz.  Schrempp  but  CEO  Schrempp 
wants  to  complete  his  (above)  is  running 
streamlining  oi  the  con-  ; r    ...  , 
glomerate  by  formally  UP  against  Mercedes 
absorbing    Mercedes,  b0SS  Werner  (right) 
which  accounts  for  80% 
of  the  group's  sales  and  most  of  its  net 
profits,  into  parent  Daimler.  Werner,  60, 
would  become  Daimler's  deputy  ceo  in 
charge  of  autos.  But  Werner  is  resisting 
this  curb  on  his  power,  arguing  that 
Mercedes  needs  to  retain  its  own  strong 
identity  and  brand  name. 
DAMAGE  CONTROL  The  result  will  be  to 
delay  completion  of  the  much  needed 
makeover  to  achieve  Schrempp's  goal  of 
a  12%  return  on  capital,  or  more,  by 
1998.  An  Oct.  22  meeting  of  the  pre- 
sidium, or  inner  sanctum,  of  Daimler's 
board  of  supervisors  postponed  a  deci- 
sion on  a  new  corporate  structure  until 
early  next  year.  The  four-member 
group,  including  Chairman  Hilmar  Kop- 


per,  chief  executive  of  Deutsche  Bank, 
and  Deputy  Chairman  Karl  Feuerstein, 
a  leader  of  the  IG  Metall  labor  union, 
also  delayed  until  next  year  the  re- 
newal of  Werner's  five-year  contract 
with  Daimler,  which  runs  until  the  end 
of  1997. 

What's  hanging  fire  is  the  final  stage 
of  Schrempp's  rescue  of  Daimler  from 
the  failed  scheme  of  his  predecessor, 
Edzard  Reuter,  to  turn  Daimler  into 
an  "integrated  high-tech  company."  In 
pursuit  of  his  vision,  Reuter  made 
Daimler  a  holding  company  in  1989  with 
four  separate  operating  companies:  Mer- 
cedes for  cars  and  trucks,  Daimler  Benz 
Aerospace  (dasa),  the  Daimler  Benz 


InterServices  (Debis)  financial-  and 
puter-services  company,  and  engine 
concern  aeg.  The  scheme  floppe 
cause  the  hoped-for  synergies  < 
materialize.  And  the  auto  busi 
which  Reuter  expected  to  decline 
remained  Daimler's  core. 

Schrempp,  who  has  spent  his  1 
career  at  Daimler  since  starting 
auto  engineering  apprentice,  presc 
a  hard-nosed,  radical  cure  for  this 
ly  fiasco.  With  Werner's  support, 
fectively  swept  away  Reuter's  div 
al  structure,  though  he  left  the  old 
entities  in  place.  He  shed  manage 
layers  and  modeled  the  Daimlei 
pire  on  the  U.  S.'s  General  Electr 
After  a  year  of  bloodletting,  incl 
the  closure  of  aeg  and  pulling  the 
on  dasa's  earlier  acquisition  of  I 
planemaker  Fokker,  25  business 
remain,  11  of  them  under  Merc 
corporate  banner. 
LAST  CHANCE?  Schrempp,  to  bolsfc 
case  for  restructuring,  had  U. ! 
vestment  bank  Goldman,  Sachs  d 
study  the  50  largest  global  congl< 
ates  earlier  this  year.  His  aides  sa 
still  unpublished  study  shows  that 
with  an  arm's-length  holding  con 
structure — such  as  Reuter's  Dain 
consistently  underperform  those, 
as  GE,  that  provide  hands-on  ma 
ment  to  operating  businesses. 

The  presidium's  failure  to  act  r 
the  decision  on  restructuring  w 
thrown  back  to  I 
ler's  full  executive  I 
which  currently  f; 
Schrempp  6  to  1. 
Werner  has  powreri 
lies.  Chairman  Ko 
for  one,  has  said 
Daimler  doesn't  ws 
lose  Werner. 

Still,  Werner  cou 
painting  himself  ii 
corner.  Although  h 
a  scintillating  pe 
mance  by  Mercedes  in  passenger 
this  year,  thanks  to  new  models  th; 
likely  to  pump  profits  higher  thai 
year's  $1.5  billion,  there  are  dark  i 
The  European  trucks  division,  by 
estimates,  may  lose  $650  million  this 
And  many  insiders  read  the  deh 
Werner's  contract  renewal  as  a 
chance  w  arning  to  him  to  get  into 
The  last  thing  Daimler  needs, 
emerges  from  the  barren  years  i 
Reuter,  is  a  debilitating  battle 
management  turf.  And  Germany 
will  benefit  from  a  successful  Da 
makeover  as  a  spur  to  the  cour 
corporate  renewal. 

By  John  Templeman  in  j 
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,°N  THE  INTERNET 

%//www.autobytel.i* 


Gar  Buying  Pain  Relief 

The  newest,  fastest,  most  hassle-free  way 
ever  invented  to  shop  for  a  new  car. 


And  it's  FREE!  No  fees.  No  clubs  to  join. 
Not  just  a  "shopper's  guide"  or  directory.  With 
\uto-By-Tel  you  can  really  BUY  at  low-cost, 
LEASE  at  low-cost  and  INSURE  at  low-cost  a 
lew  car  or  truck  on  the  Internet.  Just  make  a 
purchase  request  and  the  Auto-By-Tel 
Subscribing  Dealer  nearest  you  will  call  you 
mmediately  with  your  low  price. 

Visit  Auto-By-Tel  online  today.  Join  the 


hundreds  of  thousands  of  customers  who  have 
saved  time,  money  —  and  headaches  —  by 
using  this  revolutionary  new  program! 


You  can  also  reach  Auto-By-Tel 
through  America  Online,  Prodigy, 
CompuServe  and  Microsoft  Network. 


http://www.autobytel.com 

 r^00^- 

L0W-C0ST  LOW-COST  LOW-COST 

CAR  BUYING  INSURANCE  FINANCING 


USA 


CANADA 
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More  value  from  your  wealth 


asset  management 


securities  research  6c  sates 


hedging  instr 


)  individual  investors 


Consider  your  assets:  Investments.  Business  interests.  Real  estate.  Cash. 

At  J. P.  Morgan,  we  help  you  evaluate  them  as  a  whole  and  understand 
how  they  interact.  We  dissect  and  analyze  each  component,  and  unlock 
their  value  by  configuring  them  all  for  better  performance.  So  you  get 
more  out  of  them. 

We  offer  investment  management  on  a  global  scale.  Standard-setting 
research  across  asset  classes.  And  innovative  investment  opportunities 
created  for  our  clients  alone. 

All  aimed  at  delivering  more  after-tax  wealth. 

No  firm  is  more  focused  on  your  needs  -  for  the  right  solution,  for 
objective  counsel,  and  for  unwavering  commitment  from  a  skilled 
advisor.  At  J.  P.  Morgan,  we've  put  our  clients'  interests  first  for  more 
than  a  century,  earning  their  trust  and  their  business,  year  after  year. 

If  you  have  substantial  assets  and  would  like  to  find  out  how  much  more 
you  can  get  from  them,  please  call  Michael  Polenske  at  415-954-4732. 


J  P  Morgan 


tax     structuring  estate     planning  liquidity  management 

81996  J  P  Morgan  S  Co  Incorporated  J  P  Morgan  Securities  Inc .  member  SIPC  Morgan  Guaranty  Trust  Company  ot  New  York,  member  FOIC  J  P  Morgan  is  the  marketing  name  lor  J  P  Morgan  &  Co  Incorporated  and  its  -ubsidiaries  worldwide 


We  improve  our  productivity 
by  producing  less. 


Cecilia 

Environmental  &  Safety  Engineer,  Philips  Lighting  Co.,  Juarez 


At  Philips  we  believe  in  minimising  waste  and  improving  efficiency. 

My  name  is  Cecilia  Guzman,  an  Environmental  Safety  Engineer  at  Philips 
Lighting  in  Mexico. 

Although  we've  won  awards  for  our  outstanding  environmental  record, 
that's  not  enoupn  We're  reducing  the  amount  of  energy  and  packaging 
we  use  while  continuing  the  search  for  green  alternatives. 

That  way  our  products  wiil  have  less  of  an  impact.  On  our  environment 

that  is. 


PHILIP 


G  KONG 


fHO  WILL  LEAD 
ONG  KONG? 

mdful  of  the  elite  are  up  for  Asia's  toughest  new  job 


elp  Wanted:  One  ethnic  Chinese, 
Hong  Kong  citizen  to  serve  as 
Chief  Executive  of  Hong  Kong 
after  British  departure.  Must  be 
emocracy  and  pro-Communist.  Re- 
for  rule  of  law  essential,  but  abil- 
o  bend  with  the  wind  required, 
administer  capitalist  society  un- 
tiles of  bankrupt  socialist  bureau- 
'.  Language  fluency:  English,  Can- 
e,  and  Mandarin.  Miracle  workers 
preference. 

;  perhaps  the  most  difficult  job  in 
It  may  even  be  impossible  to  run 
;  Kong  after  the  British  leave. 


The  Chief  Executive  must  lead  one 
of  the  world's  richest  cities,  with  annual 
gdp  per  capita  of  more  than  $22,000, 
home  to  the  world's  eighth-largest  stock 
market  and  the  second-largest  in  Asia. 
It's  a  place  populated  by  more  than  5 
million  people  who  have  the  Chinese  flair 
for  entrepreneurship  but  also  a  deep- 
rooted  reverence  for  Western  rule  of  law, 
free  flow  of  information,  judicial  inde- 
pendence, and  a  modern  civil  service. 
It's  home  to  thousands  of  foreigners. 
"Hong  Kong  has  a  system  that  works," 
says  Mark  Michelson,  chairman  of  the 
American  Chamber  of  Commerce.  "That's 


the  reason  a  lot  of  NQ  pLfl|N  SAILING 

us  are  here.  T/.  ,   ,  .  „ 

This      vibrant  If  named  chief> 
economy  and  soci-  Chan,  Tung,  Or 
ety  reverts  to  Chi-  \V0o  must  Steer  a 
na  on  July  1,  1997,  between 
and  it  will  enter  courf>e  ueiween 

an  era  of  un-  capitalism  and 
knowns.  The  Chi-  Stalinist  ways 

nese  have  devel- 
oped their  own  brand  of  frontier 
capitalism  but  cling  to  many  of  the  old 
Stalinist  ways.  The  Beijing  leadership 
has  pledged  to  let  the  territory  operate 
under  its  own  laws  after  it  rejoins  Chi- 
na as  a  Special  Administrative  Region 
(sar)  in  July.  Yet  at  the  same  time,  se- 
nior Chinese  leaders  are  signaling  that 
Hong  Kong  may  not  enjoy  all  the  free- 
doms it  does  now.  They  intend,  for  ex- 
ample, to  replace  the  Legislative  Coun- 
cil (Legco),  reconfigured  by  Hong  Kong 
Governor  Chris  Patten  to  expand 
democracy. 

The  task  of  managing  this  transition 
falls  to  the  Chief  Executive,  the  first  of- 
ficial of  non-British  origin  to  run  Hong 
Kong.  The  selection  will  not  be  demo- 
cratic. Candidates  have  until  Oct.  28  to 
submit  applications.  Then  Beijing's  hand- 
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picked  Preparatory  Committee — com- 
posed of  Hong  Kong  and  Chinese  mem- 
bers— will  choose  a  400-person  Selection 
Committee  in  early  November.  This 
group  will  name  the  Chief  Executive  by 
yearend.  It  will  also  pick  the  members  of 
a  controversial  provisional  legislature, 
which  is  due  to  replace  the  existing  Leg- 
co on  Julv  1. 


The  city's  elite  of  executives  and  pro- 
fessionals will  be  represented  on  these 
committees.  They  want  someone  who 
can  persuade  Beijing  to  uphold,  not 
erode,  Hong  Kong's  way  of  life.  "We 
don't  need  a  brownnoser  or  an  idiot," 
says  Ronnie  Chan,  chairman  of  the  $5.1 
billion  Hang  Lung  Group.  "A  brown- 
noser says  everything  China  says  is 


MASS  MOURNING 

Beijing  is  not 
likely  to  tolerate 
such  vigils  as 
this  Tiananmen 
remembrance 


right.  Idiots 
everything  C 
says  is  wrong 

Cynical 
servers  might 
out  that  1 
Kong's  ruler  w 
a  Chinese  pu 
But  the  feelii 
Hong  Kong  is  that  the  situation  i 
more  fluid.  An  estimated  one  01 
every  four  Hong  Kong  citizens  has  s 
one  in  the  family  who  can  provide 
gitimate  way  out  of  the  territory- 
many  could  bolt  if  the  going  gets  p 
Beijing  knows  it  would  be  disastro 
prompt  such  an  exodus.  Instead, 
of  China's  leaders  want  to  use  ] 
Kong  as  a  showcase,  proof  that  ( 
is  sophisticated  enough  to  improve  '. 
Kong's  prosperity  and  not  destroy 
Hong  Kong  officials  also  figure 
in  the  coming  years  the  Chinese 
no  option  but  to  rely  on  a  Chief  E: 
tive  to  maintain  confidence  in  the 
So  part  of  Beijing's  strategy  is  to  in 
Hong  Kong's  elite  in  the  process  of  c 
ing  a  Chief  Executive  and  to  pick  a 
didate  who  will  have  popular-  appea 
strong  rapport  with  China's  leaders 
Much  could  still  go  wrong.  A  big 


POSSIBILITIES  FOR  CHIEF  EXECUTIVE  UNDER  CHINESE  RULE 


I  ■■■■ 


Anson  Chan 


Tung  Chee  Hwa       Sir  Ti  Liang  Yang 


Peter  Woo 


s  Chief  Secretary,  the  city's 
ighly  popular  No.  2  official  is 
ivotal  to  its  success.  "She's 
le  glue  that  keeps  it  all 
igether,"  says  a  colleague 


The  frontrunner,  the  shipping 
magnate  is  the  quintessential 
Confucian  patriarch  and 
Chinese  patriot.  He's  proven 
he  can  manage  crises 


The  Chief  Justice  admits  his 
administrative  skills  are  weak, 
but  he  has  no  business  or  po- 
litical affiliations.  "I  am  very 
neutral,"  Yang  says 


The  dapper  executive  appeals 
to  the  younger  set  with  his 
tough,  direct  approach  and 
lengthy  policy  platform.  His 
rivals  call  him  too  Western 


e  spread  of  corruption  from  China 
Hong  Kong.  If  Hong  Kong's  out- 
en  Democratic  Party  launches  too 
y  protests  against  China,  the  Chi- 
could  overreact.  Or  they  might 
)er  with  the  monetary  system  and 
iten  the  stability  of  the  Hong  Kong 
ir,  which  is  linked  to  the  U.  S. 
nback.  A  raid  by  currency  traders 


on  the  Hong  Kong  dollar  could  destabi- 
lize global  markets. 

Hong  Kong's  new  chief  also  will  need 
diplomatic  skills  to  deal  with  a  Beijing 
leadership  enmeshed  in  its  own  power 
struggles,  which  might  still  give  the 
upper  hand  to  hard-liners  who  are  sus- 
picious of  Hong  Kong.  Last  September, 
for  example,  Beijing  extended  an  olive 


branch  to  members  of  Hong  Kong's 
Democratic  Party.  But  more  recently, 
China  has  indicated  that  it  won't  toler- 
ate demonstrations  marking  the  1989 
massacre  at  Tiananmen  Square  or  allow 
"rumors"  in  the  media  attacking  Chi- 
nese leaders. 

Given  the  difficulties  any  Chief  Ex- 
ecutive would  face,  it's  a  wonder  anyone 
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wants  this  job.  But  candidates  are  step- 
ping forward.  They  include  a  shipping- 
magnate  who  is  steeped  in  Confucian 
values.  There's  a  thoroughly  Western- 
ized business  leader-turned-civil  servant 
who  can  articulate  a  vision  and  imple- 
ment it — with  something  of  an  iron  fist. 
Add  the  top  man  in  Hong  Kong's  judi- 
ciary, who  lacks  administrative  skills 
but  has  a  clean  image.  Another  judge, 
one  with  pro-China  leanings,  has  just 
entered  the  race.  Meanwhile,  the  popu- 
lar favorite  remains  a  woman  who  has 
worked  her  way  to  the  top  of  Hong 
Kong's  civil  service.  By  coincidence,  all 
but  one  hail  from  Shanghai  at  a  time 
when  a  Shanghai  faction  is  in  power  in 
Beijing. 

THE  CONFUCIAN.  Of  all  the  top  con- 
tenders, shipping  magnate  Tung  Chee 
Hwa  is  the  front-runner.  Tung,  59,  is  the 
quintessential  Confucian  patriarch  and 
Chinese  patriot  (his  given  name,  Chee 
Hwa,  means  "build  China").  A  reluctant 
candidate  cast  into  the  spotlight  when 
President  Jiang  Zemin  singled  him  out 
for  a  handshake  last  January,  Tung  fi- 
nally geared  up  his  campaign  on  Oct.  18. 
He  has  managed  his  Orient  Overseas 
(Int'l)  Ltd.  by  promoting  consensus 
among  his  loyal  staff.  Tung  prefers  to 


mull  over  each  decision,  bouncing  ideas 
off  many  people.  "He's  overcautious," 
says  one  colleague.  "But  he'll  never  take 
a  short-term  gain  over  a  long-term  loss." 

Tung's  more  flamboyant  father,  C.  Y. 
Tung,  founder  of  shipping  giant  Orient 
Overseas  Container  Line  Ltd.  (oocl), 

■s»aai[iKUTjp|  The  new 

legislature  may  well 
put  Beijing's  wishes 
over  local  ones.  "This 
is  a  bomb  waiting  to  go 
off,"  warns  a  professor 

taught  his  eldest  son  financial  discipline 
by  making  Mm  account  for  every  cent, 
says  Alice  King,  Tung's  sister.  Tung  can 
manage  a  crisis.  His  father  had  seriously 
overextended  the  company  and,  after  his 
death,  Tung  was  left  holding  the  bag. 
At  the  time,  the  restructuring  of  oocl 
was  one  of  the  most  complicated  ever, 
with  some  200  creditors.  "It  was  clone 


more  like  a  restructuring  of  a  small  < 
try,"  says  Jeffrey  E.  Garten,  then  i 
aging  director  of  the  Asia  grou 
Shearson  Lehman  Brothers  and 
dean  of  Yale  University's  School  oJ 
ganization  &  Management.  "He  was 
der  enormous  strain,  but  he  n 
showed  it,"  says  Garten.  When  H 
Fok,  a  Hong  Kong  tycoon  with  clost 
to  Beijing,  invested  $150  million,  crec 
were  relieved.  Most  assumed  the  f 
represented  a  vote  of  confidence  by 
na  in  oocl,  and  some  think  the  re 
left  Tung  in  China's  debt. 

Indeed,  Tung  has  excellent  cor 
tions  in  China.  He  first  met  Jiang  Z 
about  nine  years  ago,  when  Jiang 
Shanghai's  mayor.  A  Chinese  pat 
Tung  turned  down  the  chance  to  rei 
the  British  title  of  Justice  of  the  F 
for  his  good  deeds  because  "he's  Chi 
and  doesn't  like  taking  a  title  from  e 
eign  country,"  his  sister  says.  His 
nation  is  to  work  with  China  to  fin 
lutions.  "We  have  to  cooperate,"  his  s 
says.  "There  are  bound  to  be  chang 
THE  EXECUTIVE.  By  contrast,  P 
Woo,  50,  is  more  like  a  U.  S.  busi 
executive  running  a  political  camp; 
The  dapper  Woo  appeals  to  the  you 
set,  He  gives  press  conferences  anc 


ie  pitches  to  various  interest  groups 
long  Kong.  And  he  has  put  togeth- 
i  lengthy  platform  that  calls  for  in- 
ised  education  spending.  No  one  ex- 
ted  a  potential  Chief  Executive  to 
like  such  a  campaigner.  He  has, 
srever,  circumvented  questions  on 
ither  Hong  Kong  residents  should 
permitted  to  criticize  Beijing  after 
7,  or  whether  it  will  still  be  legal 


IMETABLE  FOR 
HE  BIG  CHANGE 


to  put  money  in  the  mainland.  Woo  be- 
came head  of  Wharf  (Holdings)  Ltd.  and 
Wheelock  &  Co.,  companies  with  $13  bil- 
lion in  assets.  After  Pao  died  in  1991, 
Woo  became  more  aggressive  about  re- 
vamping the  business,  which  has  interests 
ranging  from  real  estate  to  cable  TV. 

Focusing  first  on  the  most  lucrative 
parts  of  the  empire,  he  streamlined  the 
staff  and  brought  in  professional  man- 


proach  doesn't  endear  him  to  everyone. 
Employees  accustomed  to  a  Chinese  fam- 
ily business  got  a  rude  awakening  when 
Woo  took  over.  "He  didn't  make  many 
Mends,  but  he  shook  things  up,"  says 
one  source.  But  that  toughness  could 
come  in  handy  in  a  face-off  with  China. 
"Maybe  that's  the  kind  of  person  you 
need  to  deal  with  China,"  says  one  Woo 
supporter  among  the  Hong  Kong  elite. 


charge  of  managing  the  transition  will  be  the  Chief  Executive, 
e  selection  will  not  be  democratic:  Last  date  to  apply  was  Oct.  28 


OCTOBER. 1996 


NOVEMBER,  1996 


DECEMBER.  1996 


JANUARY,  1997 


JUNE.  1997 


JULY,  1997 


Jl  candidates 
iterested  in 
ecoming 
hief  Executive 
lust  submit 
n  official 
pplication. 


A  150-member 
Preparatory  Com- 
mittee of  main- 
land and  Hong 
Kong  Chinese 
picks  400  Hong 
Kong  notables. 


shelter  dissidents  fleeing  China. 
Voo  went  to  the  University  of  Cincin- 
i,  where  he  was  senior-class  presi- 
t.  He  earned  an  mba  at  Columbia 
versity  business  school  in  one  year 
took  a  job  at  Chase  Manhattan  Corp. 
^ew  York.  In  1973,  he  married  the 
ghter  of  shipping  magnate  Sir  Y.  K. 
,  one  of  the  first  Hong  Kong  Chinese 


This  Selection 
Committee  picks 
a  Chief  Executive 
and  a  provisional 
legislature,  whose 
legality  is  in 
question. 


Provisional 
legislature  is 
expected  to  meet 
in  China  to 
review  Hong 
Kong  laws. 


agement.  Still,  some  of  his  competitors 
among  Hong  Kong's  tycoons  grouse  that 
Woo  is  too  Western  and  talks  a  better 
game  than  he  plays.  They  point  out  that 
his  elaborate  plan  to  turn  the  central 
Chinese  city  of  Wuhan  into  a  key  trade 
and  transportation  center  for  the  Peo- 
ple's Republic  has  gone  nowhere. 

Indeed,  Woo's  tough  and  direct  ap- 


Eighth  anniver-      The  British 


sary  of  the 
Tiananmen 
Square 
massacre. 
Protests  likely  in 
Hong  Kong. 


depart:  Chinese 
rule  begins. 
Hong  Kong  Chief 
Executive  begins 
a  five-year  term. 

DATA:  BUSINESS  WEEK 


"You  need  a  tough  cookie."  Several  years 
ago,  Woo  left  the  private  sector  to  head 
Hong  Kong's  Hospital  Authority,  where 
he  has  improved  efficiency. 
THE  CHIEF  JUSTICE.  Sir  Ti  Liang  Yang, 
the  first  ethnic  Chinese  to  become  Chief 
Justice  of  Hong  Kong,  is  also  the  first  to 
admit  that  administrative  skills  aren't 
his  strength.  A  judge  for  more  than 
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40  years,  Sir  Ti  CHOKE  HOLD 

Liang,  67,  says  his  ruinps.p  oniHiPrs 

strong  point  is  his  ^mnese  SOldiers, 

lack  of  business  or  who  will  police 

political  affiliations.  Hong  Kong 

Concerns     about  underthenew 
conflicts  of  interest 

or  uncomfortably  rule,  Showa 

close  commercial  restraining  move 

ties  with  Beijing 

don't  extend  to  Sir  Ti  Liang.  Others  in 
the  judicial  system  find  his  understand- 
ing of  China  to  be  "naive,"  says  one 
barrister.  While  Sir  Ti  Liang  admits  his 
contacts  with  China  have  been  "remote 
and  infrequent,"  he  feels  this  also  gives 
him  a  degree  of  neutrality. 

His  idea  of  managing  the  transition  is 
for  Hong  Kong  to  play  it  cool.  Bold  ini- 
tiatives, he  believes,  are  not  the  order 
of  the  day:  "Any  big  innovative  mea- 
sures would  only  serve  to  confuse, 
rather  than  help." 

THE  CIVIL  SERVANT.  Chief  Secretary  An- 
son Chan,  56,  is  the  one  person  crucial  to 
Hong  Kong's  future.  Whether  or  not  she 
decides  to  compete  for  Chief  Executive, 
she  is  interested  at  the  very  least  in 
staying  on  as  No.  2  in  the  post-Britain 
rule.  If  she  were  a  candidate,  she  would 
be  by  far  the  most  popular.  In  opinion 


polls,  she  routinely  grabs  60%  of  the 
vote.  Sir  Ti  Liang  says  he  wants  Chan 
to  remain  Chief  Secretary  if  he  wins — 
and  C.  H.  Tung  is  likely  to  follow.  "She's 
the  glue  that  keeps  it  all  together,"  says 
one  colleague. 

Chan  came  to  Hong  Kong  from 
Shanghai  in  1948  and  got  a  degree  in 
English  literature  at  the  University  of 
Hong  Kong.  Over  the  past  35  years, 
she  has  climbed  the  ranks  of  the  civil 


service,  in  1993  becoming  the  first  et 
Chinese  to  hold  the  job  of  Chief  Se 
tary,  second-in-command  behind 
Governor.  It's  a  system  based  on  mi 
with  checks  and  balances  to  ensure  : 
ness.  Whoever  runs  Hong  Kong 
need  the  backing  of  the  civil  servic 
succeed.  "We  are  not  corruptible,"  s 
Sandra  Lee,  deputy  secretary  for 
civil  service. 

As  Chief  Secretary,  Chan  has  bo 


1  up  to  Beijing  on  many  issues,  in- 
tig  her  disapproval  of  the  creation  of 
>rovisional  legislature.  Given  her  out- 
en  ways  and  strong  ties  to  Britain, 
ng  leaders  are  unlikely  to  trust  her 
e  top  slot.  But  as  an  administrator, 
s  tops.  The  first  time  she  sat  in  for 
irnor  Patten  at  an  Executive  Coun- 
leeting,  attendees  were  astounded. 
:ings  usually  lasted  two  to  three 
s;  Chan  accomplished  everything  in 
linutes.  "She  expects  everyone  to 
leir  homework  and  doesn't  have  too 
1  patience  for  those  who  don't,"  says 
itish  civil  servant. 

lan  wants  to  prevent  cronyism  and 
r-the-table  deals  from  creeping  into 
I  Kong  because  she  believes  they 
ultimately  erode  confidence  in  the 
im.  If  she  and  other  senior  civil  ser- 
s  get  disenchanted  with  the  new 
f  Executive,  Hong  Kong  will  be  in 
,  rough  time  indeed.  Some  citizens 
an  even  more  fundamental  worry: 
when  the  British  depart,  Hong 
fa  ability  to  cultivate  good  adminis- 
rs  will  start  to  erode, 
are  candidates  are  bound  to  declare 
selves  before  the  deadline.  One  late 
r  is  Simon  Li,  74.  Li  comes  from  an 
ne  Hong  Kong  family,  which  domi- 
3  the  local  Bank  of  East  Asia.  A 
s,  Li  fought  discrimination  in  the 
lial  government  and  helped  pro- 


mote homegrown  judges  and  lawyers. 

Li  believes  an  independent  judiciary 
and  the  rule  of  law  are  more  important 
than  a  democratic  system  for  Hong 
Kong.  He  also  has  close  ties  to  Beijing. 
He's  a  vice  chairman  of  the  Preparatory 
Committee  and  a  Hong  Kong  advisor  to 
China.  By  contrast,  his  daughter  Gladys, 
a  lawyer,  is  a  leading  opponent  of  the 


FINAL  SAY 


China  will 
pick  the  chief.  Even  so, 
the  winner  must  make 
it  clear  he  is  Hong 
Kong's  spokesman  in 
Beijing-not  vice  versa 

provisional  legislature.  The  judge  could 
take  votes  from  Sir  Ti  Liang,  but  his 
pro-China  leanings  could  also  hurt  Tung. 

The  Chief  Executive  won't  have  to 
wait  until  July,  1997,  for  dicey  times. 
Once  selected,  he  or  she  will  have  to 
work  closely  with  the  Governor  and  civ- 
il service  without  undermining  them. 
At  the  same  time,  Beijing  will  be  con- 
veying ideas  on  how  best  to  handle  any 
number  of  situations  in  Hong  Kong. 


An  even  tenser  situation  may  arise 
after  the  provisional  legislature  is  named. 
A  majority  will  surely  vote  according  to 
Beijing's  wishes.  By  contrast,  the  De- 
mocrats are  now  the  most  popular  party 
in  the  Legco,  led  by  such  critics  of  Bei- 

|  jing  as  lawyer  Martin  Lee.  By  early  1997 
the  provisional  legislature  is  expected  to 

|  meet  in  China.  Although  the  group  has 
no  formal  power,  some  suspect  it  will 
prepare  to  repeal  statutes  Beijing  doesn't 
like.  "This  is  a  bomb  waiting  to  go  off," 
warns  Michael  Yahuda,  professor  of  in- 
ternational relations  at  the  London  School 
of  Economics. 

In  the  end,  the  future  of  Hong  Kong 
rests  largely  with  the  Chief  Executive, 
who  will  run  the  Special  Administrative 
Region  for  five  years.  There's  no  doubt 
that  Beijing  will  have  the  final  say  on 
who  this  person  will  be.  That  said,  the 
new  chief  "must  make  it  quite  clear  that 
he  is  Hong  Kong's  spokesman  in  Bei- 
jing and  not  Beijing's  spokesman  in 
Hong  Kong,"  says  one  British  civil  ser- 
vant. The  first  Chief  Executive  will  have 
a  historic  opportunity  to  shape  the  des- 
tiny of  Hong  Kong.  But  if  the  new  boss 
lacks  integrity  or  vision,  cosmopolitan 
Hong  Kong  could  easily  turn  into  just 
another  Chinese  port  city.  If  that  hap- 
pens. Hong  Kong  and  China  will  both  be 
losers — as  will  the  world  at  large. 

By  Joyce  Barnathan  in  Hong  Kong 


Powered  By  motorola. 


Interaction  is  fundamental  to  life.  And  these  days,  everyone,  from  home  businesses  to  huge  corporations,  is  surfing  the  Internet  to 
catch  the  latest  wave  of  information.  That's  why  its  imperative  for  internet  access  products  to  he  easy  to  install,  use  and  manage. 
The  Cisco  1000  series  routers  put  the  world  at  your  fingertips  powered  by  the  high-performance,  low  -cost  Motorola  QU1CC  " 
8360)  microprocessor.  From  network  routing  systems  to  interactive  video  conferencing,  Motorola  powers  innovative  solutions  that  enable  your  success, 
isit  us  at  http://ww.rnotorola-powered.com/  or  call  1-800-521-6274  (Ref.  #396). 

M)  MOTOROLA 

Semiconductor  Products  Sector 


International  Business 


40  years,  Sir  Ti  CHOKE  HOLD 

Liang,  67,  says  his  rhinp<ip  oniHiprc 

strong  point  is  his  ^mnese  SOldiers, 

lack  of  business  or  who  will  police 

political  affiliations.  Hong  Kong 

Concerns     about  under  the  new 
conflicts  of  interest 

or  uncomfortably  rule,  Showa 

close  commercial  restraining  move 

ties  with  Beijing 

don't  extend  to  Sir  Ti  Liang.  Others  in 
the  judicial  system  find  his  understand- 
ing of  China  to  be  "naive,"  says  one 
barrister.  While  Sir  Ti  Liang  admits  his 
contacts  with  China  have  been  "remote 
and  infrequent,"  he  feels  this  also  gives 
him  a  degree  of  neutrality. 

His  idea  of  managing  the  transition  is 
for  Hong  Kong  to  play  it  cool.  Bold  ini- 
tiatives, he  believes,  are  not  the  order 
of  the  day:  "Any  big  innovative  mea- 
sures would  only  serve  to  confuse, 
rather  than  help." 

THE  CIVIL  SERVANT.  Chief  Secretary  An- 
son Chan,  56,  is  the  one  person  crucial  to 
Hong  Kong's  future.  Whether  or  not  she 
decides  to  compete  for  Chief  Executive, 
she  is  interested  at  the  very  least  in 
staying  on  as  No.  2  in  the  post-Britain 
rule.  If  she  were  a  candidate,  she  would 
be  by  far  the  most  popular.  In  opinion 


polls,  she  routinely  grabs  60%  of  the 
vote.  Sir  Ti  Liang  says  he  wants  Chan 
to  remain  Chief  Secretary  if  he  wins — 
and  C.  H.  Tung  is  likely  to  follow.  "She's 
the  glue  that  keeps  it  all  together,"  says 
one  colleague. 

Chan  came  to  Hong  Kong  from 
Shanghai  in  1948  and  got  a  degree  in 
English  literature  at  the  University  of 
Hong  Kong.  Over  the  past  35  years, 
she  has  climbed  the  ranks  of  the  civil 


service,  in  1993  becoming  the  first  et 
Chinese  to  hold  the  job  of  Chief  Se 
tary,  second-in-command  behind 
Governor.  It's  a  system  based  on  mi 
with  checks  and  balances  to  ensure  1 
ness.  Whoever  runs  Hong  Kong 
need  the  backing  of  the  civil  servic 
succeed.  "We  are  not  corruptible,"  s 
Sandra  Lee,  deputy  secretary  for 
civil  service. 

As  Chief  Secretary  Chan  has  bo 


]  up  to  Beijing  on  many  issues,  in- 
ng  her  disapproval  of  the  creation  of 
>rovisional  legislature.  Given  her  out- 
en  ways  and  strong  ties  to  Britain, 
ng  leaders  are  unlikely  to  trust  her 
e  top  slot.  But  as  an  administrator, 
s  tops.  The  first  time  she  sat  in  for 
>rnor  Patten  at  an  Executive  Coun- 
leeting,  attendees  were  astounded. 
Lings  usually  lasted  two  to  three 
s;  Chan  accomplished  everything  in 
linutes.  "She  expects  everyone  to 
leir  homework  and  doesn't  have  too 
i  patience  for  those  who  don't,"  says 
itish  civil  servant. 

lan  wants  to  prevent  cronyism  and 
r-the-table  deals  from  creeping  into 
I  Kong  because  she  believes  they 
ultimately  erode  confidence  in  the 
:m.  If  she  and  other  senior  civil  ser- 
s  get  disenchanted  with  the  new 
f  Executive,  Hong  Kong  will  be  in 
,  rough  time  indeed.  Some  citizens 
an  even  more  fundamental  worry: 
when  the  British  depart,  Hong 
fs  ability  to  cultivate  good  adminis- 
rs  will  start  to  erode. 
Dre  candidates  are  bound  to  declare 
selves  before  the  deadline.  One  late 
r  is  Simon  Li,  74.  Li  comes  from  an 
ne  Hong  Kong  family,  which  domi- 
5  the  local  Bank  of  East  Asia.  A 
3,  Li  fought  discrimination  in  the 
lial  government  and  helped  pro- 


mote homegrown  judges  and  lawyers. 

Li  believes  an  independent  judiciary 
and  the  rule  of  law  are  more  important 
than  a  democratic  system  for  Hong 
Kong.  He  also  has  close  ties  to  Beijing. 
He's  a  vice  chairman  of  the  Preparatory 
Committee  and  a  Hong  Kong  advisor  to 
China.  By  contrast,  his  daughter  Gladys, 
a  lawyer,  is  a  leading  opponent  of  the 


FINAL  SAY 


China  will 
pick  the  chief.  Even  so, 
the  winner  must  make 
it  clear  he  is  Hong 
Kong's  spokesman  in 
Beijing-not  vice  versa 

provisional  legislature.  The  judge  could 
take  votes  from  Sir  Ti  Liang,  but  his 
pro-China  leanings  could  also  hurt  Tung. 

The  Chief  Executive  won't  have  to 
wait  until  July,  1997,  for  dicey  times. 
Once  selected,  he  or  she  will  have  to 
work  closely  with  the  Governor  and  civ- 
il service  without  undermining  them. 
At  the  same  time,  Beijing  will  be  con- 
veying ideas  on  how  best  to  handle  any 
number  of  situations  in  Hong  Kong. 


An  even  tenser  situation  may  arise 
after  the  provisional  legislature  is  named. 
A  majority  will  surely  vote  according  to 
Beijing's  wishes.  By  contrast,  the  De- 
mocrats are  now  the  most  popular  party 
in  the  Legco,  led  by  such  critics  of  Bei- 
jing as  lawyer  Martin  Lee.  By  early  1997 
the  provisional  legislature  is  expected  to 
meet  in  China.  Although  the  group  has 
no  formal  power,  some  suspect  it  will 
prepare  to  repeal  statutes  Beijing  doesn't 
like.  "This  is  a  bomb  waiting  to  go  off," 
warns  Michael  Yahuda,  professor  of  in- 
ternational relations  at  the  London  School 
of  Economics. 

In  the  end,  the  future  of  Hong  Kong 
rests  largely  with  the  Chief  Executive, 
who  will  run  the  Special  Administrative 
Region  for  five  years.  There's  no  doubt 
that  Beijing  will  have  the  final  say  on 
who  this  person  will  be.  That  said,  the 
new  chief  "must  make  it  quite  clear  that 
he  is  Hong  Kong's  spokesman  in  Bei- 
jing and  not  Beijing's  spokesman  in 
Hong  Kong,"  says  one  British  civil  ser- 
vant. The  first  Chief  Executive  will  have 
a  historic  opportunity  to  shape  the  des- 
tiny of  Hong  Kong.  But  if  the  new  boss 
lacks  integrity  or  vision,  cosmopolitan 
Hong  Kong  could  easily  turn  into  just 
another  Chinese  port  city.  If  that  hap- 
pens, Hong  Kong  and  China  will  both  be 
losers — as  will  the  world  at  large. 

By  Joyce  Barnathan  in  Hong  Kong 


POWERED    BY  MOTOROLA. 


Interaction  is  fundamental  to  life.  And  these  days,  everyone,  from  home  businesses  to  huge  corporations,  is  surfing  the  Internet  to 
catch  the  latest  wave  of  informanon.  That's  why  its  imperative  for  internet  access  products  to  be  easy  to  install,  use  and  manage. 
The  Cisco  1000  series  routers  put  the  world  at  your  fingertips  powered  by  the  high-performance,  low-cost  Motorola  QUICC '" 
8360)  microprocessor.  From  network  routing  systems  to  interactive  video  conferencing,  Motorola  powers  innovative  solutions  that  enable  your  success, 
isit  us  at  http://www.motorola-powered.com  /  or  call  1-  800-52 1-  6274  (Ref.  #396). 

(M)  MOTOROLA 

Semiconductor  Products  Sector 


Years   before   she  started 
orchestrating  meetings, 

people   noticed  how 
she   never   missed   a  beat. 


So  your  boss  waltzes  over  to  your  desk  one  day  and  asks  y 
plan  a  little  affair  for  say  30  people,  and  oh,  it  needs  to  happen  in  2Vi  weeks.  Don't  sing  the  blues.  Jus 
Hyatt.  Our  Meeting  Connection  team  will  handle  each  and  every  detail,  so  you  won't  have  to.  Our  peopl 
well  versed  in  all  aspects  of  planning.. .from  arranging  hotel  transportation,  receptions  and  special  men 
determining  the  right  meeting  room  set-ups,  audio  and  visual  equipment  needs  and  more.  Plus,  with 
hours  of  contacting  us,  you'll  receive  a  written  proposal  confirming  all  the  details. 

HYATTMEETING  CONNECTION" 

Making  Sma/i  Meet/ngs  A  Btg  Success™  Discover         the  peopl 

Hyatt  Hotels  and  Resorts*  encompasses  hotels  and  resorts  managed,  franchised,  or  operated  by  two  se 


Last  minute  changes?  Well  play  it  by  ear.  If  any  unexpected  needs  arise  during  your  meeting,  just  call  our 
site  Meeting  Services  Request  Line  for  immediate  attention.  So  whether  you  need  10  guest  rooms  or  100,  talk 
Hyatt  Meeting  Connection  Manager.  You  11  discover  a  person  who's  tuned  in  to  your  meeting  needs. 

To  book  your  next  meeting,  or  for  more  information  on  Hyatt  Meeting  Dividends™  our 
erous  meeting  and  catering  awards  program  that  lets  you  earn  free  travel,  see  the  attached  reply  card  or 
1-800-543-1818. 


ITH         THE         HYATT  TOUCH® 

ps  of  companies — Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corp.  «>1996  Hyatt  Corp. 
yatt  Hotels  and  Resorts  in  the  U.S.,  Canada  and  the  Caribbean. 


Customer  and  Calendar 
Management  Software 


Who  says  the  sales  game 
isn't  a  contact  sport? 


The  Agonizing  Cold  Call. 


The  Endless  Fax  and  Counterfax. 


\\M  < 


The  Nerve- wracking  Introduction. 


The  Compulsory  Email  Follow-up. 


> 


The  Schmooze,  the  Booze,  the  Poundin 


The  Close,  Maybe  Tomorrow? 


When  it  comes  to  managing  your  contacts, 
you  need  the  right  equipment  and  game  plan. 
Which  is  more  than  an  appointment  book,  a 
Rolodex,  a  desk  calendar  and  a  notebook  can 
possibly  provide.  You  need  a  fail-proof  system 
for  customer  management.  A  system  that  can 
help  you  win  the  sales  game.  In  every  situation. 

Put  an  end  to  the  paper  chase. 
Use  ACT!  to  manage  your 
contacts  and  your  business. 

With  ACT!*  you'll  never  have  to  frantically 
search  for  a  name,  address  or  phone  number 
again.  No  matter  what  the  question  is,  the  answer 
will  be  at  your  fingertips.  Not  buried  in  your 
notebook.  Or  stuck  in  a  file. 

But  ACT!  is  more  than  just  a  powerful 
organizational  tool.  It's  a  truly  powerful  tool  for 
building  your  business. 

ACT!  lets  you  keep  detailed  records  of  every 
contact  and  activity.  From  the  phone  calls  you 
make  to  the  faxes  you  send.  You'll 
never  have  to  mentally  search 
fora  spouse's  name  or  restaurant 
preference  again.  Got  a  meeting'? 
ACT!  sets  off  an  alarm  to  remind 
you.  Need  to  write  a  follow-up 
letter?  ACT!  enables  you  to  link 
with  Microsoft  Word,  Word 
Perfect,  or  you  can  use  the  word 
processor  that's  already  built 
into  ACT!. 


Call  for  your  frei 
trial  of  new  ACT!  ? 


i/ter:  _ 
Iff  ■  \  m  ! 


ACT! 


With  ACT'  you  can  manage  your  contacts, 
your  calendar,  your  correspondence,  your 
notes,  virtually  every  single  to-do  and  activity 
of  your  day.  All  within  one  program.  You'll  be 
more  efficient  than  ever. 

Call  us  at  1-800-964-5899  ext.  9NA8  or  visit 
www.symantec.com  for  your  free  trial  version 
of  ACT!.  This  twenty-five  contact  trial  disk* 
will  show  you  how  ACT!  can  help  you  play  at 
the  top  of  your  game. 

ACT'  for  Windows  3.1,  Windows  95,  Windows  NT 
and  Macintosh. 


SYMANTEC. 


Trial  version  available  for  Windows  3. 1 .  Windows  95.  and  Windows  NT  only  Windows  95  and  NT  version  available  in  CD  ROM  only  Offer  valid  in  USA  only  while  supplies  last.  For  more  in 
in  Canada,  call  1  -800-365  8641 .  In  Australia,  call  02-879-6577  In  Europe,  call  31-71  -535  31 1 1  Symantec  and  ACT!  are  registered  trademarks  of  Symantec  Corporation  All  other  brand 
trademarks  are  the  property  of  their  respective  owners.  ©1996  Symantec  Corporation.  All  nghts  reserved 
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ED  BY  CHRISTOPHER  POWER 


JAPAN,  THE  LDP  WINS 
iND  THE  ECONOMY  LOSES 


s  Japanese  election  certainly  had  its  suireal  moments, 
mong  the  blue-suited  candidates  seeking  office  were  a 
imo  wrestler,  a  former  boxing  champion,  and  a  well- 
i  master  of  the  Japanese  tea  ceremony.  Then  there 
the  eerie  parallels  to  the  U.  S.  campaign.  Incumbent 
i  Minister  Ryutaro  Hashimoto,  a  la  President  Bill  Ciin- 
Aiped  a  key  opposition  issue  by  backing  bureaucratic  re- 
-though  not  until  2010.  Long-shot  rival  Ichiro  Ozawa  of 
ew  Frontier  Party  offered  a  budget-busting,  Dolesque 
to  halve  corporate  and  income  taxes, 
ne  of  the  pledges  seemed  to  matter  to  an  apathetic 
irate.  On  Oct.  20, 
59%  of  Japanese 
i  bothered  to  show 
poll  booths,  a  post- 
m.  Those  who  did 
red  the  Liberal  De- 
itic  Party  and  its 
|  Hashimoto,  a  re- 
ing  victory.  The 
which  held  power 
8  years  through 
locked  up  239  seats 
pan's  500-member 

house  of  parlia- 

Now,  Hashimoto 
e  far  less  beholden 
lior  coalition  part- 
rhe  stage  is  set  for 
P-anchored  govern- 

foeused  on  fiscal 
nee,  modest  dereg- 
n,  and  a  strong  se- 

relationship  with 


mm 


ROSES  OF  VICTORY 


Hashimoto  marks 
the  election  of  one  of 


.  S.  The  three-year  drive  for  serious  change 
awa  and  other  would-be  reformers  seems  to 
petered  out. 

IBBING  FOR  REFORMERS.  Yet  this  victory  for 
;atus  quo  is  also  a  setback  for  a  $5  trillion  , 
ny  weighed  down  by  structural  woes.  Bizarre        LDr  memoers, 
se  laws,  while  fine  for  Tokyo  catfish  farmers,  but  few  Japanese 
up  costs  for  everyone  else.  Heavy  regulation  expect  to  see  the 
apanese  companies  fleeing  for  cheaper  digs  rpforms  hp  nrnmiSPH 
Here.  A  graying  workforce  is  compounding  reioims  ne  Promisea 
untry's  fiscal  mess.  And  Japan  lags  behind  in 
[rowth  fields  such  as  software,  high-end  computer  chips, 
le  Internet.  "Our  educational  system  almost  curbs  cre- 
I"  laments  Mitsubishi  President  Minoru  Makihara. 
shimoto  certainly  knows  of  his  country's  structural  prob- 
but  so  far,  his  ldp  has  been  bereft  of  solutions.  One  rea- 
?he  ties  that  bind  ldp  power  brokers  to  farmers  and 
■uction  companies,  staunch  defenders  of  the  status  quo, 
jep.  Days  before  the  election,  the  ldp  pitched  a  $44  bil- 
ublic-works  package  that  will  enrich  construction  com- 
3  but  do  little  to  turbocharge  Japan's  economy  over 
ng  haul.  That's  hardly  surprising  from  a  party  so  inbred. 


Some  80  of  its  winning  candidates  come  from  long-running  po- 
litical families. 

What's  more,  the  ldp's  calls  for  shrinking  the  number 
and  size  of  Japan's  ministries  and  agencies  by  early  next  cen- 
tury seem  hollow.  Few  expect  to  see  a  serious  reduction  in 
the  ranks  of  Japan's  paper-shuffling  bureaucracy,  which  has 
swelled  15%,  to  2.1  million  workers,  since  1989.  The  govern- 
ment may  shutter  minor  players  such  as  the  Hokkaido  De- 
velopment Agency.  Yet  few  see  Hashimoto  taking  a  ma- 
chete to  the  all-powerful  Finance  or  International  Trade  & 
Industry  ministries  that  really  micromanage  Japan. 

The  ldp,  for  instance, 
balked  at  calls  to  bust  up 
Finance  earlier  this  year 
during  the  public  outrage 
over  a  $6  billion  bailout 
of  corrupt  housing-loan 
corporations.  And  why 
bother  when  voters  de- 
livered a  drubbing  to 
Japan's  most  serious  re- 
formers? Ozawa's  New 
Frontier  Party  fell  below 
its  preelection  strength, 
and  the  much  heralded 
New  Democratic  Party 
hardly  registered  with 
voters. 

With  the  yen  having 
fallen  some  40%<  against 
the  dollar  and  Japan 
showing  at  least  some 
signs  of  recovery,  Ha- 
shimoto can  probably  dis- 
credit calls  for  serious  change.  And  apart  from 
the  chieftains  running  Japan  Inc.,  there's  little 
pressure  from  ordinary  salaried  workers  to 
shake  things  up.  Some  66%  of  Japanese  voters 
are  more  than  40  years  old.  They  have  experi- 
enced Japan's  stunning  accumulation  of  wealth 
since  the  war,  and  they  have  trouble  seeing  the 
need  for  a  wrenching  overhaul  of  the  system, 
which  would  at  first  increase  economic  turmoil  at 
home  before  it  yielded  benefits. 


Selling  economic  shock  therapy  to  an  aging 
populace  is  never  easy.  Yet  even  Hashimoto's  government  con- 
cedes that  unless  there's  serious  deregulation  in  such  areas  as 
housing,  financial  services,  and  telecommunications,  Japan 
will  consign  itself  to  long-term  growth  rates  of  1.75%.  In- 
vestors figured  that  out  the  day  after  the  election,  chiving  the 
Nikkei  stock  index  down  sharply. 

At  least  investors  can  sell  out.  Japanese  voters  have  to  live 
with  their  actions,  which  guarantee  slow  growth  and  even 
stagnation.  Too  bad  no  credible  alternatives  have  appeared  to 
spur  the  Japanese  electorate  to  action. 

By  Brian  Bremner  in  Tokyo 
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Sports  Business 


BASEBALL 


BASEBALL'S  SLUMP 
IS  FAR  FROM  OVER 

The  numbers  are  better  than  in  1995,  but  they're  still  grim 


The  Babe  and  the  Mick  would  be 
proud.  More  home  runs  have  gone 
flying  out  of  ballparks  this  season 
than  ever  before.  Attendance  is 
up  noticeably  from  last  year.  Two  of  the 
most  emotion-inducing  teams  in  the 
country — the  New  York  Yankees  and 
Atlanta  Braves — struggled  through 
thrilling  playoffs  to 
lock  horns  in  the 
World  Series.  And 
by  the  time  you 
read  this,  owners 
and  players  could 
have  a  labor  deal. 

It's  almost  enough 
to  make  Aug.  12, 
1994— the  day  the 
players  began  a 
seven-month  strike 
— seem  very  long 
ago.  Almost.  Even 
before  you  factor  in 
the  lack  of  a  com- 


missioner and  incidents  such  as  the 
Roberto  Alomar  spit  fit,  a  look  at  the 
economics  of  baseball  shows  that  the 
spoil  has  actually  recovered  little  since 
the  strike. 

Attendance  and  merchandise  sales, 
while  better  than  last  year,  remain  far 
off  their  1993  level.  Ratings  for  Fox 


THE  FANS  AREN'T 
BACK  YET... 


...AND  NEITHER  ARE 
MERCHANDISE  SALES 
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DATA  MAJOR  LEAGUE  BASEBALL 


OUTTA  HERE:  Youthful  Andruw 
brings  excitement  to  the  World 

Television  Stations  Inc.'s  Satur 
ternoon  game  of  the  week  wen 
those  for  cbs  Inc.'s  sporadic  t< 
in  1993.  This  year's  All-Star  Gan 
its  smallest  prime-time  TV  audien 
And  although  baseball  officials  s 
they're  under  the  impression  tl 
will  begin  televising  games  in 
Fox  says  it  will  hold  off  until  Jun 
it  did  this  year.  No  wonder:  Wi- 
lms nearly  sold  out  next  June's  j 
ketball  finals,  a  good  chunk  of 
Series  ad  time  was  still  looking  i 
ers  the  week  before  the  first 
"Baseball  has  simply  not  retui 
its  heyday,"  says  John  T.  Lazaru 
nior  partner  at  the  ad  firm  bjk&i 
who  headed  ABC  Sports'  ad  sa 
partment  for  15  years. 
FIGHTING  OWNERS.  Eventually, 
and  attendance  should  improve 
slowly.  More  troublesome,  thou 
the  deeper  problems — like  the  k 
coherent  marketing  plan — that 
well  before  the  strike  and  hav 
become  worse.  Says  Richard  E. 
a  merchandising  executive  who 
league's  licensing  arm  from  1986 
"Baseball  has  reached  the  nadir 
only  get  better  from  here." 

But  that  won't  happen  by  its< 
sport  remains  miles  behind  riva 
as  the  National  Football  Leag 
National  Basketball  Assn.  in  tem 
agreements  and  an  intemation; 
print.  Baseball  owners  have  ever 
among  themselves  over  how  t 
the  game,  sometimes  refusing 
the  league's  "What  a  Game"  can 
"No  one  at  Major  League  B 
is  sitting  home  saying  we  hav 
what  the  NBA  or  nfl  has  done 
Gregory  B.  Murphy,  who  this  s 
became  the  game's  first  marketir 
when  he  took  over  as  chief  execi 
the  newly  creat 
jor  League  I 
Enterprises 
aren't  in  th 
park."  In  f; 
Murphy  st; 
campaign  to 
the  game's 
his  honest  ap 
of  its  situatic 
be  one  of  tl 
positive  sig 
the  sport, 
advertising 
broadcast  exe 
(page  84). 

The  passic 
millions  still  : 
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•The  fleet  is  one  of  the  youngest 
h  the  sky.  The  mechanics  train 
nger  than  some  doctors.  It's 
ice  to  see  an  airline  take  such 
ood  care  of  itself. 


s  even  nicer 
ich  good  car 
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Sports  Business 


the  game  is  the  biggest  reason  for  opti- 
mism. The  spon  drew  60  million  fans  to 
the  ballpark  this  year — more  than  twice 
the  attendance  of  any  other  sport.  And 
new  stadiums  in  Arlington.  Tex.,  and 
elsewhere  have  fired  up  fans.  Still,  the 
success  stories  stand  in  stark  contrast  to 
baseball's  overall  condition. 

In  1992.  even  before  the  strike,  base- 
ball had  fallen  well  behind  football  and 
was  barely  ahead  of  hoops  in  terms  of 
fan  interest,  according  to  Roper  Starch 
Worldwide  Inc..  a  research  firm.  Mean- 
while, pre-strike  sales  of  hats.  T-shirts, 
and  video  games  already  trailed  those 
for  the  other  two  sports  badly.  Last  year, 
the  $1.6  billion  in  retail  sales  of  baseball 
goods  was  a  little  more  than  half  those  of 
the  ntl  or  NBA.  according  to  the  Licens- 
ing Letter,  a  licensing  newsletter. 

The  league's  relationship  with  Cor- 
porate America  has  a  lot  to  do  with 
that.  While  basketball  and  football  stars 
get  huge  positive  exposure  from  en- 
dorsements, many  of  baseball's  stars  are 
seen  as  pouting  millionaires.  The  xba 
boasts  national  sponsorship  agreements 
with  20  companies,  including  IBM.  Mc- 


Donald's. AT&T,  and  American  Express. 
That  doesn't  include  the  partnerships 
with  shoe  companies  that  are  arguably 
more  important.  Baseball,  meanwhile, 
has  just  10  national  sponsors  and  doesn't 
get  anywhere  near  the  support  from 
Nike  and  Adidas.  "Major  League  Base- 
ball is  not  cool.  Kids  are  not  emotional- 
ly connected."  Murphy  says. 
TAME  CARDS?  Perhaps  the  worst  news 
is  that  baseball's  efforts  to  shore  up  its 
position  as  the  national  pastime  have 
largely  failed.  Borrowing  a  page  from 
minor-league  baseball,  which  has  been 
enormously  successful  over  the  past 
decade,  the  majors  have  tried  to  turn  a 
trip  to  the  ballpark  into  a  night  of  total 
entertainment.  The  Chicago  White  Sox. 
for  example,  this  season  devoted  one 
night  to  giving  away  used  cars  between 
innings  and  another  to  a  couples'  kissing 
contest.  White  Sox  attendance  was  still 
off  a  ghastly  37<*  from  '93. 

Or  consider  the  highly  touted  new 
playoff  system.  Beginning  last  year,  the 
league  doubled  the  number  of  teams 
that  qualified  for  the  postseason,  to 
eight,  arguing  that  it  would  keep  fans  in 


more  cities  interested  well  into  A 
This  year's  wild  card  races  wen 
biters — but  you  wouldn't  have  ] 
it  from  attendance  in  Chicago.  E 
Montreal,  or  Houston.  While  all  i 
those  teams  remained  eontf 
through  September,  turnout  in 
nal  month  was  hardly  affected.  C 
San  Diego  and  St.  Louis  did  teai 
a  big  attendance  boost  thanks 
wild  card.  "The  people  who  knc 
most  about  baseball  are  the  mos' 
lusioned."  says  Jonathan  Bond,  co 
man  of  New  York  ad  agency  Ki 
baum  Bond  &  Partners.  Even  ir 
when  a  strike  disrupted  baseball 
days,  attendance  returned  to  pr 
levels  almost  immediately. 

The  failed  bounceback  this  tin 
Murphy  and  his  new  team  taking 
hard  look  at  the  sport's  underlying 
lems.  It's  still  early  in  the  gam 
the  right  moves  on  their  part  eou 
to  some  sweet  irony:  Imagine 
strike  that  almost  crippled  ba 
turns  out  to  be  the  spark  that 
the  fire  back. 

By  David  Leonhardt  in  Xei 


A  MARKETING  SLUGGER  STEPS  UP  TO  THE  PLATE 


In  a  world  of  hot  dogs  and 
beer,  he  owns  two  patents  for 
a  fat-free  baking  process.  In  a 
sport  that  likes  to  stock  its  man- 
agement ranks  with  former 
stars  of  the  diamond,  he  holds  a 
trophy  for  best  U.  S.  lacrosse 
defenseman  in  1970.  And  in  a 
game  more  American  than  any 
other,  his  frequent  use  of  the 
word  ""bloody"  exposes  his  up- 
bringing in  Hong  Kong  and 
Libya  as  the  son  of  a  diplomat. 

Gregory  B.  Murphy.  48,  seems 
an  odd  choice  to  restore  base- 
ball's image.  But  his  outsider 
status  may  turn  out  to  be  an  ad- 
vantage at  Major  League  Base- 
ball Enterprises,  the  game's 
marketing  arm.  which  the  for- 
mer General  Foods  Corp.  exec  has 
headed  since  June.  "What  baseball 
needs  above  all  is  marketing 
knowhow  that  can  make  the  fan  the 
star."  says  Campbell  Soup  Chairman 
David  W.  Johnson,  who  worked  with 
Murphy  at  General  Foods.  "Murphy 
has  a  marketing  background  that  un- 
derstands one  thing:  who's  the  target 
market." 

He'll  need  it.  The  league's  market- 


ing plan  is  unfocused,  merchandise 
sales  are  lagging,  and  the  game  is  so 
lacking  in  leadership  that  the  acting 
commissioner.  Milwaukee  Brewers 
President  Allan  H.  "Bud"  Selig  III. 
is  known  as  "Bud  Light"  around 
clubhouses  and  league  offices. 

Much  of  the  load  for  juicing  up 
baseball  falls  on  Murphy.  His  plan: 
sign  $500  million  worth  of  partner- 
ships with  brand-name  companies  by 


the  end  of  '96.  "I  speak  their  la 
guage.  I've  done  what  they  do.' 
says  Murphy.  A  Naval  Academ; 
graduate.  Murphy  rose  through 
the  ranks  at  General  Foods,  be 
coming  chief  executive  of  Kraft 
Bakeries  Cos.  in  1987.  Recognb 
that  bakery  profits  would  be 
threatened  by  Americans'  grow 
concern  over  health,  he  helped 
velop  fat-free  cake  and  cookies. 
Two  years  later,  the  products  h 
S200  million  in  sales. 

"He  brings  a  discipline  that 
hasn't  existed  in  the  central  offii 
of  baseball."  says  Richard  E. 
White,  who  ran  the  leagues  lice 
ing  division  from  1986  to  1993.  I 
deed,  one  of  Murphy's  first  movi 
was  to  hire  away  General  Food; 
product  research  manager  to  help 
ure  out  what  fans  want.  Then.  Mu 
phy  says,  he  will  build  an  intematj 
al  strategy,  reach  out  to  minority 
fans,  and  improve  the  league's  in- 
house  film  unit.  Besides  all  that,  M 
phy  will  have  to  persuade  owners 
known  for  their  cooperation  skills  1 
work  together.  That  could  prove  h; 
er  than  taking  the  fat  out  of  cookie 
By  David  Leonhardt  in  New  Yc 
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•  Written  by  best-selling  business  author  Ken  Blanchard,  co-author  of 
The  One  Minute  Manager,  and  Terry  Waghorn 

•  Offers  a  new  paradigm  for  improving  present  organization 
while  simultaneously  designing  its  replacement 

Discover  the  answers  that  will  bring  hope,  help,  and  practical  strategies 
to  managers  at  every  level  of  every  company 

Turn  the  page  for  a  preview  of  MISSION  POSSIBLE, 
or  to  review  an  entire  chapter,  visit  the  Business  Week  site 

on  America  Online 
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"Nowadays, 
the  changes 
are  occurring 
rapid  fire — 
one  on  top 
of  another. 
There's  no  rest 
and  there's 
no  getting  ready.' 


Excerpt  from 
MISSION  POSSIBLE 
by  Ken  Blanchard 
and  Terry  Waghorn 
brought  to  you  by 

KPMG  Peat  Marwick  llp 


Excerpted  from  Mission  Possible: 
Becoming  a  World  Class 
Organization  While 
There's  Still  Time 

This  is  the  first  time  in  the  history  of 
business  that  you  can  be  beating  your 
competition  today  and  be  out  of  busi- 
ness tomorrow.  Why?  Nowadays  the 
changes  are  occurring  rapid  fire  —  one 
on  top  of  another.  There's  no  rest  and 
there's  no  getting  ready.  In  the  heat  of 
this  chaos,  it's  hard  for  people  to  main- 
tain perspective.  This  situation  reminds 
us  of  the  story  about  the  little  girl  who 
asked  her  mother,  "Why  do  you  and 
daddy  work  so  late  every  night?"  The 
mother,  in  an  understanding  way, 
replies,  "Well,  honey,  we  just  don't  have 
time  to  finish  all  our  work  during  the 
day."  The  little  girl,  in  her  infant  wis- 
dom, says,  "Then  why  don't  they  put 
both  of  you  in  a  slower  group?" 

Alas,  there  are  no  slower  groups. 
Constant  change  is  a  way  of  life  in 
business.  In  fact,  to  stay  competitive 
today,  you  not  only  have  to  pay  atten- 
tion to  what  you're  doing  now  in  order 
to  perform  better,  but  to  what  you  have 
to  do  tomorrow  to  stay  competitive  in 
the  future.  In  other  words,  you  have  to 
simultaneously  manage  the  present  and 
plan  the  future.  To  underscore  this 
idea,  we  ask  you  to  consider  the  fol- 
lowing metaphor. 

On  The  Beach 

Visualize  a  large  sand  castle  that 
has  been  built  at  the  edge  of  the  water. 
Several  features  of  the  sand  castle  are 
suggestive  of  the  traditional  organiza- 
tion: its  roughly  pyramidal  shape,  its 
rising  turrets,  the  crusted  wall  and  bat- 
tlements. The  group  of  people  who 
built  this  castle  have  until  recently 
been  working  to  rebuild  it:  rechannel- 
ing  the  moat,  shoring  up  the  main 
entrance,  strengthening  the  wall  by 
using  sticks  for  reinforcements,  etc. 
Now  the  tide  has  come  in,  and  parts  of 
the  castle  have  been  eaten  away  for  the 


invading  waters.  Having  seen  wha 
high  tide  has  done  to  other  castles, 
group  realizes  that  efforts  to  rebuil 
the  old  castle  have  been  for  naughl 
the  rising  waves  continue  to  bite  ir 
the  foundation,  the  group  conclude 
it's  only  a  matter  of  time  before  its 
structure  will  cease  to  exist,  so  the 
group  gives  up  and  wanders  off  di 
consolately  down  the  beach. 

Now  also  imagine  that  the  uppt 
end  of  this  castle,  above  the  tide  lir 
newer,  flatter  structure  is  being  for 
by  a  second  group.  The  group  worl 
on  this  project  is  sculpting  a  flat 
streamlined  structure,  a  more  effici 
version  of  the  old  castle,  precisely  ; 
the  tide  line.  This  group's  notion  is 
by  building  its  structure  above  the 
point  the  waters  can  reach,  and  by 
ing  it  flat  and  aerodynamic,  the  mo 
will  be  safe  from  wind  and  wave.  T 
focus  is  on  improving  what  present 
exists. 

On  a  bluff  overlooking  the  beac 
above  the  activity  of  the  waves  alto 
gether,  stands  a  third  group  of  peo] 
Eyes  are  on  the  horizon  as  people 
glimpse  an  approaching  storm.  To  I 
group  it's  clear  that  the  storm  will  ' 
out  not  only  the  remains  of  the  orig 
castle  but  the  improved  structure  b 
by  the  second  group  as  well.  This  tl 
group  is  intent  on  fashioning  a  whc 
new  way  of  operating  that  is  noma* 
in  nature.  It  is  not  interested  in  bur 
ing  a  permanent  structure,  as  the  ol 
groups  wanted  to  do.  Instead  it  dre 
of  being  able  to  break  camp  almost 
instantaneously  in  order  to  pounce 
upon  emerging  opportunities,  regai 
less  of  the  changing  environmental 
dition  it  faces.  To  further  plan  for  tl 
future  they  have  also  launched  a  sn 
special  force  to  research  the  buildin 
a  structure  on  a  platform  that  will  t 
equally  comfortable  on  the  shore  or 
the  water.  With  this  amphibious  str 
ture  they  do  not  want  to  avoid  the  i 
and  waves  but  want  to  extract  enerj 
from  it.  They  want  to  be  able  to  go  ' 
the  flow  and  partner  with  potential 
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gy.  The  focus  of  this  group  is  on 
:ing  their  future  enterprises, 
'he  three  groups  in  the  sand  castle 
iphor  represent  three  distinct  kinds 
sponses  that  organizations  are 
ing  to  the  need  for  change  today. 

he  first  group  sees  no  need  to 
ge.  It's  members  believe  that  what- 
got  them  to  where  they  are  today 
suffice  to  get  them  through  tomor- 
In  the  spirit  of  Scarlett  O'Hara  in 
e  With  the  Wind,  they  say/Til  think 
it  it  tomorrow."  They  are  frozen  in 
,  paralyzed  at  the  prospect  of 
iging  the  status  quo.  Because  of  this 
are  no  longer  in  tune  with  their 
sets,  and  thus  no  match  for  their 
g  fleet-footed  competitors.  The 
re  for  them  looks  bleak. 

he  second  group  is  not  fixated  on 
erday's  success  formula,  and  its 
ibers  recognize  the  need  to  con- 
tly  improve  what  they  already 
?.  They  are  striving  to  fortify  their 
ent  ways  of  operating  in  an  effort 
uild  and  sustain  customer  loyalties 
arrently  served  markets. 

he  third  group  is  focused  on  the 
re,  committed  to  creating  new  com- 
tive  arenas.  Its  members  recognize 
even  if  they  get  better,  they  can  still 
iut  out  of  business  by  an  unexpected 
ige  in  markets,  customer  needs,  or 
nology.  Realizing  that  tomorrow's 
omers  are  unlikely  to  resemble 
se  of  today,  they  are  busy  dreaming 
ut  and  creating  what  could  be. 

With  the  first  group  out  of  the  race 
re  left  with  the  last  two,  which 
igs  us  to  this  important  inquiry: 
ich  approach  is  better,  improving 
it  is,  or  creating  what  isn't? 

>wer:  Yes 

In  other  words,  do  both.  Why?  For 
simple  reason  that  focusing  on 
ler  dimension  while  ignoring  the 


other  is  a  formula  for  failure.  If  you 
don't  organize  your  company  to  make 
decisions  faster  and  to  move  closer  to 
the  customer,  you're  likely  to  lose  the 
market  to  a  quicker  competitor. 
However,  if  your  fascination  with  what 
you  already  have  precludes  you  from 
creating  what  you  don't  have,  you're 
likely  to  end  up  as  an  accident  on  the 
highway  to  the  future.  A  balance  must 
be  struck  between  continuity  and  inno- 
vation. You  can't  have  one  without  the 
other,  both  are  essential. 

This  brings  us  to  our  definition  of  a 
world  class  organization  —  one  that  is 
working  effectively,  not  just  on 
improving  its  present  operation  or  cre- 
ating its  future  enterprise,  but  on  both 
at  the  same  time,  and  learning  from 
both  experiences.  This  obviously  means 
that  a  world  class  organization  allows 
the  past  and  the  future  to  coexist  in  the 
present.  Few  people  have  the  luxury  of 
being  able  to  shut  down  their  business 
while  they  transform  it,  so  they  are 
forced  to  put  up  with  the  turbulence 
and  turmoil  characteristic  of  two 
important  things  going  on  at  the  same 
time.  It's  analogous  to  rewiring  and  old 
house  while  leaving  the  electricity  on. 
There  is  some  danger  but  if  you  want 
electricity  throughout  the  changeover 
period,  you  have  little  choice. 

Getting  people  to  break  out  of  their 
current  view  while  continuing  to  oper- 
ate within  it  is  difficult  even  for  the 
best  of  us.  Yet  in  today's  hyper-com- 
petitive markets,  it  must  be  done.  We 
have  no  choice. 

That's  what  this  book  is  all  about: 
helping  organizations  and  their  leaders 
develop  strategies  to  continuously 
improve  their  present  while  simultane- 
ously creating  their  future.  This  is  a 
great  challenge,  but  to  the  skeptics  we 
say, "Mission  Possible!" 


Ken  Blanchard,  co-author  of  The  One  Minute 
Manager  is  one  of  the  best  selling  business 
book  authors  of  all  time.  Terry  Waghorn  is  a 
Senior  Fellow  of  the  Nolan  Norton  Institute, 
the  business  strategy  think  tank  of  KPMG. 
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"A  balance 
must  be 
struck  between 
continuity 
and  innovation. 
You  can't  have 
one  without  the 
other,  both  are 
essential." 
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Le  Workplace 


A  Political  Life 


NS 


S  GOT  WASHINGTON 
STENING  TO  LABOR  AGAIN 

political  director  Steve  Rosenthal  is  savvy  and  effective 


ve  Rosenthal  has  heard  the  story 
any  times.  When  he  was  a  young 
Hid,  someone  chucked  a  brick 
jh  the  window  of  his  parents' 
as  a  warning  to  his  father,  a 
yn  shoe  salesman,  who  was  trying 
anize  a  union.  Today,  Rosenthal 
dng  political  bricks  of  his  own  as 
L-cio's  new  political  director  and 
chitect  of  the  federation's  highly 
sful  push  back  into  politics, 
enthal,  43,  is  every  Republican's 
g  nightmare.  Since  he  took  over 
>ecember,  the  gregarious  New 
\  has  injected  a  new  sense  of  ur- 
into  the  afl-cio's  rusty  political 
le  by  pulling  together  its  far-flung 
ions  into  a  coordinated  national 
Under  Rosenthal's  guidance,  labor 
rawn  a  bead  on  several  dozen 
congressional  races.  His  goal:  to 
nough  union  members  who  voted 
•lican  in  1994  to  tip  the  balance 
;lp  Democrats  wrest  back  control 
i  House  (chart).  His  chances? 
er  Newt  Gingrich  recently  told 
ers  that  in  the  event  of  a  defeat, 
ave  played  some  [role],  but  the 


truth  is,  without  the  union  bosses  we'd 
be  gaining  at  least  30  seats." 

Even  if  the  Democrats  win  big  on 
Nov.  5,  Rosenthal  insists  labor  can't  af- 
ford to  relax.  With  the  Clinton  Adminis- 
tration and  many  Democrats  opposing 
the  afl-cio  on  issues  such  as  trade  and 
welfare  reform,  unions  can't  simply  help 
elect  Democrats  and  wait  to  collect  their 
ious.  Instead,  Rosenthal  hopes  to  build 
the  energy  unleashed  in  the  current  cam- 
paign into  ongoing  grassroots  efforts  to 
influence  national  politics  on  specific  is- 
sues like  health  care  re- 
form and  worker  safety. 
His  prototype:  the  afl- 
cio's  crusade  to  push  the 
minimum  wage  hike 
through  Congress  earlier 
this  year.  "If  we  simply 
replace  Gingrich  and  our 
members  say,  We've  won,' 
and  stop  working,  we 
lose,"  says  Rosenthal, 
who's  still  adjusting  to  the 
switch  from  behind-the- 
scenes  aide  to  troop  leader 
who  gives  pep  talks  to 


DEAR  MEMBER: 
COME  HOME 

SHARE  OF  UNION  HOUSEHOLDS  VOTING 
REPUBLICAN  IN  CONGRESSIONAL  RACES 

50  


'82  '84 
▲  PERCENT 

DATA;  UNIVERSITY  OF  MICHIGAN 


BORN 


Brooklyn,  Jan.  21,  1953 


EXPERIENCE 


Political  campaign  worker  after 
college;  political  director  for 
Communications  Workers  of 
America;  top  aide  to  Labor 
Secretary  Robert  B.  Reich 


HOME 


Met  wife,  Eileen  Kirlin,  who 
works  for  the  service  employees 
union,  while  she  was  a  CWA 
organizer.  They  live  in  Washing- 
ton; two  children 


BIGGEST  VICTORY 


Hearing  foes  call  beleaguered 
unions  Big  Labor  again 


hundreds  of  labor  activists.  "We  need  to 
hold  all  elected  officials'  feet  to  the  fire 
on  an  ongoing  basis." 

With  a  background  combining  labor 
organizing  and  politics,  Rosenthal  was 
an  obvious  candidate  for  labor's  top  po- 
litical job  under  new  afl-cio  President 
John  J.  Sweeney.  Rosenthal  had 
worked  on  Democratic  campaigns  since 
just  after  college.  In  one  race  he  met 
Morton  Bahr,  then  head  of  the  Com- 
munications Workers  of  America's  New 
York  region.  When  Bahr  became  pres- 
ident of  the  cwa  in  1980,  he  tapped 
Rosenthal  as  the  union's  political  di- 
rector in  New  Jersey. 
"NICE  GUY."  Next  stop:  the  1991  Clin- 
ton campaign.  After  Clinton  won, 
Rosenthal  joined  the  transition  team  at 
the  Labor  Dept.  and  became  a  top  aide 
to  Secretary  Robert  B.  Reich.  "He's  one 
of  the  savviest  political  operators  in 
Washington  and,  even  rarer,  he's  also  a 
nice  guy,"  says  Reich. 

That  combination,  plus  a  keen  sense 
of  humor,  has  helped  Rosenthal  to  thrive 
in  the  often  acrimonious 
world  of  politics.  A  diffi- 
cult job  at  Labor  was  to 
help  smooth  relations 
with  often-skeptical  union 
leaders.  One  union  presi- 
dent, William  H.  Bywa- 
ter  of  the  electrical  work- 
ers, considered  Reich  an 
academic  who  had  never 
held  a  screwdriver — and 
said  so  openly.  So  when 
Reich  was  to  meet  with 
the  afl-cio  at  its  annual 
Florida  powwow,  Rosen- 
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The  Workplac 


thai  suggested  that  Reich  start 
ing  who  made  the  comment.  La 
land,  then  afl-cio  president, 
smooth  it  over,  says  Reich,  but 
burst  out  angrily  to  say  he  wa 
cuser.  "You're  wrong,"  said  R< 
pulled  out  an  oversize  monkey  v 
supplied,  of  course,  by  Rc 
Everyone  burst  out  laughing,  ( 
water,  who  later  befriended  R< 

Republicans  aren't  laughing, 
as  Rosenthal  zooms  in  on  key 
sional  races.  In  Maine,  labor-ba' 
mocrat  Tom  Allen  stands  a  goo 
of  unseating  Representative  J 
Longley  Jr.  (R-Me.).  In  early 
Clinton  blew  in  for  a  rally  tr 
14,000  people— half  of  them  uni 
bers  turned  out  by  Rosenthal 
coordinator.  "The  enthusiasm  r 
ates  down  to  the  littlest  guy," 
Layman,  a  retired  official  in  Yi 
and  a  volunteer  in  the  campau; 
"IRRESPONSIBLE,"  One  of  Ro; 
most  effective  efforts  has  been  I 
from  leaflets  endorsing  candidal 
er  guides  that  compare  the  ca 
positions  without  endorsing  any 
has  Republicans  and  business  g 
in  arms.  They  have  brought 
against  the  afl-cio  charging 
comparisons,  whose  costs  aren 
ed  as  campaign  contributions,  c 
thinly  disguised  support  for  De 

It's  not  difficult  to  figure  ou 
the  good  guy  when  you  read 
typical  leaflet  says  that  Dole 
workers'  rights  laws  while  Clir 
ports  them.  "What  they're  say 
responsible  and  lying,"  charges 
Josten,  a  senior  vice-presiden 
U.  S.  Chamber  of  Commerce.  E 
denies  wrongdoing  and  points 
the  Christian  Coalition  has  lonj 
uted  voter  guides. 

In  the  past,  union  houselm 
swung  widely  between  Democ 
Republicans.  If  Rosenthal  can  ti 
a  small  number  to  Democrats,  it 
close  races.  In  blue-collar  Cleve 
afl-cio  is  spending  about  $1  mil 
April  on  tv  ads  comparing  cong 
incumbent  Martin  R.  Hoke  (R.-O 
Democrat  Dennis  J.  Kucinich 
spending  some  $100,000  of  his  ov 
should  be  a  huge  victory  for  m< 
for  labor's  campaign,"  says  Hok< 
campaign  has  also  spent  about  $ 

Rosenthal  is  happy  to  take  c 
Democratic  victories  in  which  lal 
a  role.  But  real  success  will  c 
says,  only  when  unions  regain 
strength  to  make  Democrats 
publicans  alike  focus  on  their  ne 

By  Aaron  Bernstein,  with 
S.  Dunham,  in  Washington 
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million  hits  a  day,  when  you  down-  And  since  Silicon  Graphics  offers 

NETSCAPE 

load  2.8  terabytes  in  a  single  week,  the  widest  range  of  compatible 
you  need  servers  that  you  can  depend        servers,  you  can  scale  your  Web 


on.  That's  why  Robert 
Andrews,  Netscape's 
Webmaster,  turned  to 
Silicon  Graphics.  Our 
WebFORCE'"  servers 
combine  64-bit  MIPS® 
RISC  microprocessors  with  the  highest 
data  throughput  in  the  market.  Our 
revolutionary  S2MP"'  system  architecture, 
with  industry-leading  I/O,  performance 
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site    smoothly  as 
your  on-line  business 
grows.  Technically 
speaking,  it's  the 
best  server  you  can 
buy.  And  it  can  keep 
your  Web  site  rockin'.  For  more 
information  visit  our  Web  site  at 
www.sgi.com/Products/WebFORCE 
or  call  800.636.8184  Dept.  LS0054 
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Result:  you  can  efficiently  com- 
plete joint  projects  and  deliver  timely 
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business  on  the  Internet  (instead  of  just 
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Legal  Affairs 


TELECOMMUNICATIONS 


BABY  BELLS 
ARE  BAWLING 

They  mean  to  stall  the  telecom  act  in  court 


When  the  Telecommunications 
Act  of  1996  was  signed  by 
President  Clinton  last  Febru- 
ary, it  looked  as  if  the  era  of 
full  and  free  competition  in  the  nation's 
telecom  markets  had  finally  arrived.  But 
as  soon  as  the  Federal  Communications 
Commission  began  rolling  out  rales  for 
the  new  competitive  world,  some  local 
phone  companies  ran  to  the  courts  seek- 
ing to  halt  the  process.  On  Oct.  15,  they 
persuaded  a  federal  court  to  delay  the 
new  regulations.  "The  fcc  was  trying  to 
accelerate  competition,"  says  Scott  Cle- 
land,  a  consultant  at  Washington  Re- 
search Group.  "Consumers  may  not 
have  seen  benefits  for  a  couple  of  years, 
and  now  it  may  take  longer." 

This  is  just  the  first  of  many  legal 
brawls  sure  to  be  ignited  by  the  telecom 
act.  Like  the  Baby  Bells,  cable  operators 
and  long-distance  carriers  are  certain 
to  fight  fcc  rules  easing  entry  into  their 
markets.  Cable  companies  are  suing  the 
FCC  for  more  flexibility  for  themselves 
while  at  the  same  time  lobbying  for 
tight  oversight  of  phone  companies  that 
enter  video  markets.  Long-distance  com- 
panies, trying  to  enter  local  markets, 
are  constantly  sparring  with  locals  and 
are  being  forced  into  arbitration  to  set- 
tle their  differences. 
COSTLY  DELAY.  Make  no  mistake:  Tele- 
communications competition  is  still  going 
to  happen.  While  the  Baby  Bells  and 
others  may  be  able  to  delay  the  imple- 
mentation of  this  or  that  provision  of 
the  act.  the  law  is  on  the  books,  fcc  bu- 
reaucrats will  eventually  be  able  to  draft 
rules  that  the  courts  will  approve.  But 
companies  may  be  able  to  stall  any 


meaningful  compe- 
tition for  a  few 
years,  which  could 
be  worth  billions. 

The  frontal  as- 
sault by  local 
phone  monopolies 
gives  a  peek  into 
how  tenaciously 
the  players  will 
fight  to  protect 
their  traditional 
turf.  For  the  locals, 
the  lightning-rod 
issue  was  the  fcc's 
rules  setting  out 
how  much  new 
competitors  must 
pay  them  to  lease 
all  or  part  of  their 
existing  phone  ser- 
vice at  wholesale 


PASTORAL  PLUS 


sumers'  rates 
low  cost.  In  th( 
Basic  phone  bills  Will  Stay  low,  but   rural  areas,  foi 

long-distance  and  local  carriers  pie.  the  local 
are  feuding  over  who  should  pav         charge  re 

r  1      $16.8 1  a  montr 


prices  and  then  resell  it  to  consumers. 
The  fcc  wanted  these  rates  to  reflect 
the  low  prices  that  would  exist  in  an  al- 
ready competitive  marketplace,  not 
where  rates  had  been  in  the  past. 

But  the  court  found  that  the  fcc 
may  have  overstepped  its  authority  to 
set  rates.  The  fcc  plans  to  appeal  the 
stay  to  the  Supreme  Court,  in  addi- 
tion to  arguing  for  their  rules  in  the 
U.  S.  Court  of  Appeals  in  St.  Louis  in 
January.  But  for  now,  state  regulators 
will  continue  to  set  most  local  resale 
rates.  That's  fine  with  the  locals,  since 
in  many  states,  they  have  long-standing 
relationships  with  public-utility  com- 
missioners. Already,  Connecticut  has 
moved  to  set  some  prices  well  above 
fcc  levels,  arguing  that  some  con- 


it  charges  customers  only  $10.5 
The  ugliest  legal  feud,  thouj 
looms:  over  subsidies  for  what's 
as  universal  service.  Current  1 
phone  bills,  particularly  in  rura 
are  kept  artificially  low  through 
ety  of  subsidies.  In  most  regie 
example,  businesses  pay  highe 
than  residential  customers,  even 
there  is  little  difference  in  the 
providing  service.  One  of  the 
subsidies  designed  to  keep  local 
charges  low  is  the  $30  billion  in 
charges"  paid  annually  by  long-c 
earners  to  local  phone  companie 
All  sides  agree  that  access  i 
should  be  replaced  with  a  new  i 
How  that  will  be  done,  though,  i 
ing  up  as  one  of  the  most  contem 


PHONE  NUMBER 
PORTABILITY 

FCC  rules  on  how  to  pay  for 
new  systems  that  ensure 
that  customers  who  change 
their  local  carrier  can  keep 
the  same  phone  number 
are  expected  by  mid-1997. 


RURAL  AFFORD  ABILITY 

Long-distance  carriers  now 
pay  locals  access  fees, 
helping  to  subsidize  rates  in 
high-cost  rural  areas.  Long- 
distance companies  want 
the  FCC  to  slash  those 
charges  quickly;  locals  want 
a  slow  transition. 


CABLE  COMPETITIOI 

The  FCC  has  issued  ru 
on  how  entrants  in  the 
video  market  can  com[ 
with  existing  cable  ope 
tors.  The  cable  operate 
are  challenging  the  reg 
tors,  arguing  they  neec 
more  flexibility. 
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leverage  object  technology, 
and  adapt  to  relentless  change ... 
worldwide?  A 
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ITDOESNT 

MATTER  HOW  GOOD 

AN  IDEA  IS 
IF  YOU  HAVE  TO 

SQUINT  TO  SEE  IT. 


Picture  the  beauty  of  digital  light. 

The  dramatic  new 
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i  DLP 


Certain  innovations  are 


EXAS  INSTRUMENTS  TECHNOLOGY  destined  to  make  history, 
gital  Light  Processing'"  (DLF")  technology  created 
Texas  Instruments  is  one  of  them. 
Introducing  a  revolutionary  all-digital  display 
:hnology.  The  final  link  to  presenting  information 
vitally.  (Since  you  already  create,  edit  and  store  your 
esentation  digital- 


Your  presentation  was  created  digitally. 
Edited  digitally.  And  stored  digitally. 
Now  there's  a  way  to  present  it  digitally. 

PowerPoint*  slides  appear  as  sharp  as  35mm  film.  From 
nearly  any  viewing  angle.  Even  in  a  well-lit  room. 

But  it's  hard  to  make  history  if  a  new  technology  is 
inaccessible.  That's  why  projection  systems  featuring 
Digital  Light  Processing  technology  are  affordable.  Easy 

to  use.  (Imagine  the 


shouldn't  you 
splay  it  that  way, 
o?)  An  innova- 
>n  made  possible 

digitizing  light, 
eating  all  images 
digital  data.  And 
fleeting  them 
Dm  their  original 
urce  directly  to 
e  screen. 


Witness  the  revolution  in  visual  resolution  with  DIP  technology.  Text  and  graphics  have  the 
sharpness  of  35mm  film  while  projecting  seamlessly  with  uniform  brightness  from  top  to  bottom, 
side  to  side  and  corner  to  corner  of  a  screen. 


freedom  of  a  tech- 
nology you  don't 
need  a  technician  to 
control.)  And  avail- 
able today  from 
Davis,  Electrohome, 
InFocus  Systems, 
nView  and  Proxima 
at  a  dealer  near  you. 

You  may  also  call 
1-888-DLP-BY-TI, 


The  effect  is  a  presentation  that  loses  nothing  in  the 
mslation.  For  the  first  time  the  screen  is  as  clear  as  a 
st-washed  window.  The  colors  of  the  graphics  look 
itural  without  the  usual  flicker  and  bloom.  And 


ext.  100,  to  receive  more  detailed  information.  Or  if 
you  prefer,  visit  http://www.ti.com/dlp  for  an  online 
demonstration  of  TPs  revolutionary  all-digital  dis- 
play technology. 


flMEW 


PROXIMA 


i-gital  light  Processing  and  DLP  are  trademarks  of  Texas  Instruments  Incorporated 
owerPomt  is  a  registered  trademark  of  Microsoft  Corporation 
996  Tl 
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Legal  Affairs 


sues  in  telecom.  The  two  sides  can't 
even  agree  on  the  amount  of  subsidies 
needed.  Local  phone  companies  put  the 
figure  at  about  $20  billion,  while  long- 
distance rivals  estimate  it  at  about  $6 
billion.  The  Clinton  Administration  is 
complicating  things  further  by  calling 
for  free  access  to  the  Internet  for  all  the 
nation's  schools,  which  could  add  bil- 
lions of  dollars  to  the  tab. 

One  thing  is  clear:  Change  can't  come 
fast  enough  for  the  long-distance  carri- 
ers^— or  slow  enough  for  their  local  coun- 
terparts, who  want  access  charges  cut 
gradually.  Because  the  telecom  act  was 
vague  on  the  details  of  universal  ser- 
vice, a  battle  could  brew  over  state  and 
federal  oversight  roles.  Nine  state  utility 
commissions  and  the  National  Association 


of  Regulatory  Utility  Commissioners 
have  filed  motions  opposing  FCC  pricing 
rules,  claiming  it  trampled  their  authori- 
ty. "You've  got  a  conflict  between  the 
FCC  and  the  states  that  seems  to  be  ris- 
ing in  intensity,"  warns  James  R.  Young, 
Bell  Atlantic  Corp.'s  general  counsel. 
SAME  NUMBERS?  While  much  of  this  le- 
gal wrangling  doesn't  immediately  affect 
consumers,  there  is  one  issue  that  will. 
The  telecom  act  calls  for  rules  to  ensure 
that  consumers  can  keep  their  phone 
numbers,  if  they  switch  local  carriers. 
Sounds  simple.  But  ensuring  that  the 
system  works  as  people  sign  up  with 
new  competitors  requires  significant  re- 
engineering  of  telephone  switches  and 
complex  databases  to  help  route  calls. 
Once  again,  local  and  long-distance  com- 


panies are  squabbling  over  who  w 
for  the  new  system  and  how  n 
will  cost — anywhere  from  $1.9  bil 
$4  billion,  depending  on  whom  yo' 

Given  the  high  stakes,  it's  safe 
sume  that  no  matter  how  the  ni 
portability  rules  are  structured,  sc 
will  go  to  court.  And  it  won't  stop 
Even  as  long-distance  companie 
for  the  chance  to  compete  in  loc£ 
kets,  they  could  turn  to  the  coi 
protect  their  own  turf  once  local 
companies  seek  approval  to  car 
calls.  Open  telecom  markets  ma 
mately  save  consumers  money, 
the  short  term,  the  main  benefi 
are  some  very  busy  telecom  law; 

By  Amy  Barrett  in  Washingta 
bureau  reports 


IS  TELECOM  DEREGULATION  UNCONSTITUTIONAL? 


If  the  federal  gov- 
ernment seized 
land  from  gte 
Corp.  without  pay- 
ing for  it,  that 
would  be  an  uncon- 
stitutional "taking" 
of  private  property 
under  the  Fifth 
Amendment.  But 
what  if  the  feds 
forced  gte  to  open 
up  its  valuable 
phone  lines  to  new 
competitors  at  be- 
low-cost fees? 
Would  that  also  be 
a  form  of  government  theft? 

GTE  and  other  local  phone  carriers 
think  so.  In  an  imaginative  legal  at- 
tack against  the  Federal  Communica- 
tions Commission's  new  rules  deregu- 
lating the  phone  industry,  they  are 
arguing  that  the  agency  has  set  such 
low  fees  for  the  use  of  existing 
equipment  that  they  will  never  re- 
cover their  huge  initial  investments. 
Meanwhile,  competitors  will  be  in  a 
position  to  profit  from  their  losses. 
"It's  like  you  keep  the  fat  and  the 
other  guy  picks  up  the  fillet,"  grous- 
es University  of  Chicago  law  profes- 
sor Richard  A.  Epstein,  a  constitu- 
tional scholar  who  is  working  for  Bell 
Atlantic  Corp.  and  SBC  Communica- 
tions Inc. 

In  spite  of  the  esoteric  nature  of 
their  legal  theory,  regional  phone 
carriers  may  have  a  chance  when 
they  raise  the  "takings  argument" 


before  a  St.  Louis  federal  court  in 
January.  New  England  Electric  Sys- 
tem in  Westborough,  Mass.,  recently 
used  the  legal  theory  to  help  win  an 
agreement  with  the  Massachusetts 
Attorney  General  providing  full  re- 
covery of  the  electric  utility's  invest- 
ments in  plants  and  equipment  in  ex- 
change for  a  quick  transition  to 
competition.  Approval  of  the  agree- 
ment by  the  Massachusetts  Public 
Utilities  Dept.  is  pending. 
TOUGH  WIN.  Other  electric  utilities  are 
also  banking  on  the  takings  argument. 
On  Sept.  16,  New  York  investor- 
owned  utilities,  including  Consolidated 
Edison  Co.  of  New  York  Inc.  and 
Long  Island  Lighting  Co.,  sued  their 
state  regulator  in  part  for  violating 
their  property  rights.  If  they  win  in 
court,  and  takings  claims  succeed 
elsewhere,  all  existing  monopoly  utili- 
ties could  gain  enormous  ground  as 


the  winds  of  den 
lation  blow  acros; 
the  landscape. 

But  takings 
claims  are  notori 
ously  difficult  to 
win.  For  one  thi 
they  are  usually 
ed  when  compan 
and  private  litigj 
think  the  govern 
ment  is  doing  to< 
much  regulating. 
Here  the  argum< 
is  being  applied  ' 
deregulation.  Fu 
thermore,  a  cour 
will  only  deem  a  takings  claim  un 
stitutional  when  the  government 
gives  the  plaintiff  no  compensatio 
In  this  case,  regulators  are  giving 
gional  phone  carriers  some  monet 
payback.  The  fcc  also  argues  tha 
the  only  way  to  enable  entrants  t 
get  a  foothold  in  markets  that  we 
once  ruled  by  these  monopolies  is 
allow  them  to  use  the  infrastructi 
already  in  place. 

Competitors  say  the  regional 
phone  carriers  are  simply  trying  1 
stave  off  competition.  "There's  no 
such  thing  as  a  constitutional  rigli 
earn  as  much  as  you  used  to,"  saj 
Mark  C.  Rosenblum,  vice-presidei 
of  law  at  AT&T.  True  enough.  But 
cal  phone  companies  have  other 
rights,  and  they're  sure  to  exercis 
them  to  the  fullest  to  protect  thei 
markets  from  deregulation. 

By  Catherine  Yang  in  Washing 


T  A  H  O  E 
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A  Showcase  of 

Sport  Utility 
Vehicles 


Y'RE  NOT  NICHE  VEHICLES  ANYMORE.  THESE  DAYS,  IT 
MS,  EVERYONE  WANTS  TO  DRIVE  A  SPORT  UTILITY  VEHICLE, 
s  ACCOUNT  FOR  AN  ASTOUNDING  ONE  IN  EIGHT  VEHICLE 
ES  IN  THE  U.S.  MARKET-AND  SALES  ARE  STILL  BOOMING. 


his  year,  some  1.7  million 
Americans  are  likely  to 
buy  SUVs,  up  nearly  15% 
over  1995  and  double 
hey  were  five  years  ago.  Is 
in  end  in  sight?  Not  any- 
lon,  to  hear  the  automakers 
Half  of  SUV  sales  are  to 
as  SUV  owners,  suggesting 
igment  is  here  to  stay, 
facturers  expect  annual 
ates  for  such  vehicles  to 
around  2  million  units  for 
eseeable  future. 
:  long  ago,  SUVs  came  in 
'le:  big,  brawny,  and  crude, 
auyers  looking  at  the  1997 
>  will  find  dozens  of  well- 
ted,  smoother-riding  mod- 
five  categories:  mini,  com- 
lidsize,  large,  and  luxury. 
:se  vehicles  reward  their 
s  with  the  safety  of  four- 


wheel  drive,  the  security  of  a  lofty 
view  of  the  road,  and  the  utility  of 
a  station  wagon.  But  their  "I-can- 
go-anvwhere"  image  is  the  prima- 
ry draw,  even  though' just  5%  of 
SUV  owners  will  ever  take  their 
vehicles  off-roading. 

"The  sport  utility  embodies  the 
idea  that  you  can  have  it  all,  "  sug- 
gests Michael  Kane,  manager  of 
Jeep  marketing  at  Chrysler  Corp. 
"It  has  come  to  represent  one  of  the 
key  icons  of  modern  success." 

Manufacturers  are  eager  to 
accommodate  the  demand.  One 
reason:  Sport  utilities  carry  heftier 
profit  margins  than  most  cars. 
That's  why  General  Motors,  Ford, 
and  Chrysler  all  are  beefing  up 
their  truck  and  SUV  production. 
Those  sectors  now  account  for 
more  than  half  of  all  sales  at  Ford, 
and  around  60%  at  Chrysler. 


Who's  New 

Among  the  brands  with  some- 
thing fresh  in  terms  ol  redesigned 
or  expanded  SUVs  to  oiler  during 
the  1997  model  year  are  Ford, 
Honda,  Infiniti,  Jeep,  Land 
Rover,  Mercury,  Mitsubishi, 
Subaru,  and  Suzuki. 

Other  manufacturers  expected 
to  roll  out  new  SUVs  of  one  form 
or  another  over  the  next  several 
months  include  Isuzu,  Lincoln, 
Mercedes-Benz,  Nissan,  Porsche, 
Toyota,  and  Volvo. 

Next  Generation 

The  broad  appeal  of  SUVs  may  be 
new,  but  their  type  has  been 
around  lor  decades.  They  didn't 
begin  to  move  into  the  mainstream 
until  the  1960s  when  "SUV"  meant 
a  full  -size  pickup  truck  with  a  per- 
manently enclosed  load  bed. 
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GMC  Jimmy 


The  '97  Jimmy  offers  such  features  as 
a  power  sunroof,  trip  computer,  four- 
wheel  disc  brakes,  Bilstein  shock 
absorbers,  and  a  rear  liftgate  with 
window  that  opens  separately. 


Chevrolet  Blazer 


The  interiors  of  modern  SUVs  like  this 
Chevrolet  Blazer  exhibit  a  level  of 
comfort  and  refinement  to  rival  many 
luxury  cars  with  such  options  as 
leather  seating  and  stereo  systems 
with  speed-sensitive  volume  control. 


Chevrolet  Tahoe 


The  popular  Chevrolet  Tahoe  and  its 
sister  model,  the  GMC  Yukon,  are  full- 
size  SUVs  with  exceptional  interior 
room,  excellent  towing  capacity  and, 
new  for  1997,  passenger-side  airbags. 
Sales  have  been  running  twice  last 
year's  rate. 


Oil  shortages  in  the  1970s 
prompted  carmakers  to  develop  a 
new  generation  of  smaller  and 
more  fuel-efficient  SUVs.  These 
newer  vehicles  set  the  "compact" 
dimensional  standards  that  define 
mainstream  SUVs  today- 
Next  came  four-door  models, 
an  innovation  of  the  mid-1980s 


introduced  by  Jeep  and  so< 
lowed  by  Ford  and  Chev 
Four-doors  now  account  foi 
than  90%  of  all  SUV  sales. 

In  1990,  SUVs  evolved 
when  Ford  introduce* 
Explorer.  It  set  a  new  expei 
level  for  SUVs  that  has  infli 
virtually  every  mainstream 
utility  vehicle  since.  Exj 
remains  the  best-selling  SU1 
selling  any  car  sold  in  Americ 

Growing  segmentation 
the  latest  phase  in  SUV  evo 
Besides  creating  more  sizes 
broader  price  range,  it  is  spa 
vehicles  that  blur  the  traditior 
tinctions  between  sport  utility 
cles,  cars,  and  mmivans.  The 
ry  difference:  Many  mini-SU 
built  on  car  rather  than 
underpinnings. 

Japanese  manufacturer: 
led  the  trend  with  vehicle 
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People  who  drive  the  Bravada  are  into  leather.  And  lumbar  supports.  And 

a  full-time  all-wheel-drive  SmartTrak"  system  with 


^  Oldsmobile 

39-6537  www.oldsmobile.com 
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"TO  -  DO"  L  I  S 


H  E    E  V  E  R  Y  D  A  Y 

:ONQUEROR. 


PATRICIA  BOUCHILLON, 
JIMMY  OWNER 
Competitive  equestrienne. 
Makes  own  jewelry. 
Into  biking,  skiing  and  working  out. 
Pursuing  Masters  in  Clinical  Psychology. 
Husband:  Mark. 
Cat:  Derby.  Horse:  Parable. 


JIMMY  SLT 

Cargo  space  accommodates  all  riding  gear. 
Luxury  and  style  for  formal  occasions. 
Bikes  fit  easily  in  back  or  on  available  rack. 
Available  shift-on-the-fly  four-wheel  drive 
helps  ensure  perfect  attendance  at  classes. 


J  I  MMY 


tj  COMFORTABLY 
IN  COMMAND" 


USA 

099 

06  USC  380 

Official  Sponsor  of  the 
1W.  U.S.  Olympic  Team 
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Range  Rover  4.6  HSE 


Land  Rover's  top-of-the-line  Range 
Rover  4.6  HSE  features  a  225-horse- 
power  V-8,  18-inch  low-profile  tires, 
and  an  extremely  comprehensive 
array  of  luxury  equipment  that 
includes  an  ultra-sophisticated 
security  system  and  10-way  leather 
power  seats. 


Land  Rover  Defender  90 


More  power  and  an  improved  interior 
mark  the  1997  Land  Rover  Defender 
90.  The  limited  production  model  is 
available  in  hardtop  and  convertible 
versions. 


Subaru  Legacy  Outback 


The  popular  Legacy  Outback  adds  a 
Limited  Edition  with  such  features  as 
leather  interior,  larger  engine,  and 
gold  exterior  trim  accents. 
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Toyota's  RAV4,  a  mini-SUV  with 
a  car's  suspension  underneath. 
Honda's  new  CR-V  blends  mini- 
van  and  station  wagon  elements 
atop  an  automotive  platform. 

Subaru  has  perked  up  its  sales 
with  the  Outback,  an  SUV-ish 
version  of  its  Legacy  station 
wagon.  Touted  as  a  "sport-utility 
wagon,"  the  Outback  brags  of  Kiel 
economy  that  is  some  40%  better 
than  conventional  sport  utilities. 

Who  Drives  SUVs? 

SUVs  are  luring  customers  away 
from  every  segment  of  the  auto- 
motive market.  Many  of  the 
newest  SUVs  are  being  offered  by 
car  divisions  who  never  marketed 
a  truck  before.  They're  not  doing 
it  just  to  get  in  on  the  sales  boom. 
For  many  such  as  Ford's  Lincoln- 
Mercury  Division,  it's  also  a 
defensive  move. 

Mercury  introduced  the 
Mountaineer,  an  upscale  version 
of  the  Ford  Explorer,  last  May 
after  concluding  that  SUVs  were 


luring  away  about  35,000  pc 
tial  sales  a  year,  only  half  of  w 
were  being  "recovered"  by  its 
ter  division's  Explorer. 

The  new  Mountaineer,  < 
firms  brand  manager  John  K 
"brings  in  new  business 
allows  us  to  retain  customers, 
anticipates  50%  of  Mountai 
sales  will  be  to  women,  noting 
"sport  utilities  don't  look 
'mom-mobiles,'  and  they  ha 
higher  confidence  factor.'' 

True  Blue 

The  proliferation  of  models,  e 
cially  mini-SUVs,  focuses  i 
familiar  quandary  for  automal 
How  macho  do  these  vehi 
really  need  to  be?  "The  image 
very  powerful  driving  force 
SUV  sales,  observes  Gee 
Borst,  group  vice-president 
strategic  planning  at  T03 
Motor  Sales  U.S.A.,  Inc 
Torrance,  Calif.  "How  lar  can 
push  'carlike  before  the  irr 
gets  so  fuzzy  that  you  lose  v 
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icted  people  to  the  segment  in 
first  place?" 

^here's  no  easy  answer.  SUV 
ers  demand  fancier  interiors 

a  cushy  ride,  but  they  also 
it  to  believe  their  vehicle  can 

streams  and  climb  over  boul- 
;  whether  or  not  they'd  ever 
im  of  trying  such  maneuvers, 
ners  praise  the  high  seating 
ition  typical  of  SUVs, 
ough  some  also  wish  they 
i  t  have  to  climb  quite  so  high 
et  there.  Similarly,  the  road- 
imanding  sense  of  security 
irded  by  an  SUV  is  a  big 
action,  but  knowledgeable 
lers  realize  their  tallish  vehi- 

can't  match  the  combined 
deration,  braking,  and  emer- 
cy  handling  capabilities  of 
t  lower-slung  cars. 
x>  manufacturers,  addressing 
se    seemingly  conflicting 


demands  is  a  matter  of  product 
refinement.  Says  Borst,  "We're 
learning  that  you  don't  have  to 
sacrifice  off-road  performance  to 
achieve  a  good  ride.  " 


Styling  Trends 

Customers  and  SUV  makers  have 
long  equated  a  rugged  image  for 


Mercury  Mountaineer 


The  210-hp.  Mercury  Mountaineer  is 
available  in  two-  and  all-wheel  drive 
versions.  Standard  features  include 
ABS,  anti-theft  system,  keyless  entry, 
and  running  boards  for  easy  entry. 


Ford  Explorer 


America's  best-selling  SUV  since 
1990,  the  Ford  Explorer  adds  a  new 
V-6  engine  option  with  five-speed 
automatic  transmission  in  1997. 


Ford  Expedition 


Ford's  all-new  full-size  SUV,  the 
Expedition,  can  haul  up  to  nine  pas- 
sengers. Four-wheel  drive  and  dual 
airbags  are  standard.  Two  V-8  engines 
are  available,  providing  up  to  8,000 
pounds  of  towing  capacity. 
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Toyota  RAV4 


Toyota's  hot-selling  little  RAV4 
("recreational  vehicle,  four-wheel 
drive")  gets  its  carlike  ride  from 
components  borrowed  from  the  com- 
pany's Celica,  Camry,  and  Corolla 
models.  It  is  available  in  two-  and 
four-door  versions  with  full-time  four- 
wheel  drive. 


Could  this  be  your  next  SUV?  The  FLV 
(short  for  Future  Luxury  Vehicle)  is  an 
experimental  Toyota  design  that  com- 
bines attractive  luxury  features  of 
cars,  minivans,  and  sport  utility  vehi- 
cles. Its  roof  is  higher  than  a  car's, 
but  lower  than  a  minivan's. 
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sport  utility  vehicles  with  styling 
that  is  square-shouldered  and  flat 
sided.  Now  that  is  changing. 

Expect  a  more  curvaceous, 
muscular  look  for  SUVs  over  the 
next  few  years.  Smoother  lines  can 
contribute  to  better  fuel  economy 
by  improving  aerodynamics.  The 
changes  don't  have  to  be  dramatic. 
Chrysler  says  it  managed  to  reduce 
the  aerodynamic  drag  of  its  Jeep 
Wrangler  10%  with  such  subtle 
styling  adjustments  as  rounded 
windshield  pillars  and  a  reshaped 
leading  edge  for  the  hood. 

Still  prefer  chiseled  features  on 
your  SUV?  You'll  find  the  square- 
jawed  look  in  such  models  as  the 
Jeep  Wrangler,  Land  Rover 
Defender  90,  and  the  intimidating 
AM  General  Hummer. 

4x4  Options 

It  takes  extra  gears,  shafts  and 
other  equipment  to  deliver  your 
engine's  power  to  all  four  wheels. 
The  result  is  a  more  complex 
drivetrain  whose  additional 
weight  and  moving  parts  reduce 
fuel  efficiency  somewhat. 


Th  ere  are  different  way 
build  a  four-wheel  drive  sysl 
The  simplest  configurations 
intended  tor  use  only  on  slip] 
surfaces  and  may  actually  dan 
themselves  if  left  engaged  in 
conditions.  More  sophistic; 
systems  can  be  safely  used  in 
or  dry  situations.  So-called 
wheel  drive  systems  are  eng£ 
permanently.  Ask  for  details  vi 
you  shop  for  an  SUV. 

Most  SUVs  let  you  switcl 
the  four-wheel  drive  by  pushii 
button  on  the  dash.  Otf 
require  you  to  pull  a  shift  leve 
the  floor.  You'll  have  to  s 
before  shifting  with  some,  w 
others  offer  "on  the  fly"  shiftinj 

Make  sure  you  know  how, 
when,  to  activate  the  system  of 
SUV  you're  considering.  F< 
wheel  drive  is  essential  for  ser 
off-road  excursions.  If  you  d 
expect  to  encounter  snow  or  n 
a  less  expensive  two-wheel  d 
system  will  do. 

Fuel  Economy 

A  typical  SUV  today  gets  be 
mileage  than  a  compact  car 
back  in  the  1970s,  but  SUVs  , 
group  still  average  roughly  z 
lower  fuel  economy  than  a  rr 
ern  midsize  car.  Manufactui 
concede  that  a  dramatic  fuel  sh 
would  make  sales  forecasting 
cars,  let  alone  SUVs,  nexi 
impossible  during  a  crisis. 

For  now,  at  least,  consun 
aren't  worried.  Their  interes 
big  SUVs  like  the  Chevn 
Tahoe  is  at  an  all-time  high.  F 


In  the  Hindu  Rush,  it's  fashionable  simply  to  arrive. 

If  you  want  to  get  anywhere  in  this  world,  consider  the  Range  Rover  4.0  SE.    Its  permanent  four- 
wheel  drive,  all-terrain  ABS,  and  electronic  traction  control  offer  you  reassurance  as  you  travel 
the  upper  echelons  of  someone  else's  society.    ALSO,  electronic  air  suspension  allows  you  to  raise 
the  Range  Rover  with  the  touch  of  a  hutton  and  follow  the  most  forehoding  trail  as  if  it  were  more  like 
a  welcome  mat.    And  such  amenities  as  leather  seating  and  a  six-disc  CD  player  with  eleven  speakers 
:  you  feel  at  home.    Even  when  you're  the  farthest  you've  ever  been  from  it.    So  RANGE  ROVER 

not  call  1-S00-FINE  4WD  for  the  nearest  Land  Rover  dealer?  Or  visit  our  Web  site 
tp://www. LandRover.com.  At  855,500;  a  Range  Rover  is  a  bit  on  the  steep  side. 
vherever  you  go,  there's  one  thing  you  won't  be  driving  on:  pins  and  needles. 


Always  use  your  seatbelts.  SRS/airbags  alone  do  not  provide  sufficient  protection. 


CALIFORNIA 

Fremont  Rummer 
59700  Balentine  Dr. 
Newark,  CA  94560 
e  Babcock  510-651-5600 

Nesen  Hummer 
3601  Auto  Mall  Dr. 
>usand  Oaks,  CA  91362 
n  Koors  818-889-2126 
Ext. 9442 

COLORADO 
Medved  Hummer 
W.  1-70  Frontage  Rd.  N. 
ieat  Ridge,  CO  80033 
lis  Kulp  8OO-6-HUMMER 

ILLINOIS 

ummer  of  Naperville 

3300  Ogden  Ave. 

Lisle,   II  60532 
a  Scolan  630-505-8282 

MISSOURI 
immer  of  Kansas  City 

9400  Troost  Ave. 
tnsas  City,  MO  64131 
n  Stewart  888-524-8663 

NEW  JERSEY 
Fames  Hummer  Outlet 

172  Route  202 
lemington,  NJ  08882 
I  J.   Tina  800-HUMMER-8 

NEW  YORK 
Malmstrom  Hummer 
555  Sunrise  Highway 
slip,  Long  Island,  NY  11795 
re  Brower  516-321-6000 

SOUTH  CAROLINA 
Fairway  Hummer 
tfl  Haywood  Rd. 
reenville,   SC  29607 
Williams  800-344-3673 

TEXAS 
verseas  Motor  Corp. 
25  W.  Northwest  Hwy. 

Dallas,  TZ  75220 
3s  Mabey  214-350-9171 

UTAH 
entral  Rocky  Hummer 
L060  South  Main  St. 
t  Lake  City,  UT  84IOI 
Eckersley  801-530-4866 

t WASHINGTON 

>ug  s  Lynnwood  Hummer 

22130  Hwy.  99 
Edmonds,  WA  98020 
sve  Bell  206-774-3551 


SPECIAL  ADVERTISING  SECTION 


hopes  to  cash  in  on  the  trend  next 
year  with  its  hefty  Expedition. 

Sales  at  the  other  end  ot  the 
SUV  market  —  where  vehicles 
offer  more  than  20  miles  per  gal- 
lon in  city  driving  —  are  zooming, 
too.  Several  manufacturers  are 
planning  to  introduce  new  mini- 
SUVs  in  the  next  few  years. 

Off  To  School 

Most  SUV  owners  may  do  their 
driving  on  pavement,  but  tens  ot 
thousands  ot  them  enjoy  the  sport 
of  oft-roading.  It  you'd  like  to  join 
them,  it  makes  sense  to  learn  the 
special  driving  techniques 
required  to  chart  your  own 
course  safely —  including  the 
recognition  that  responsible  off- 
roaders  respect  the  environment 
they're  driving  through.  You  can 
learn  the  ropes  by  attending  an 
oft-road  driving  school  or  at  least 
getting  your  hands  on  an  instruc- 
tional video.  Ask  your  dealer 
about  local  clubs. 

Some  manufacturers  are  otter- 
ing their  own  introductions  to 
oft-roading.  Land  Rover,  tor  one, 


AM  General  Hummer 


Tamed  slightly  for  civilian  use,  the 
imposing  AM  General  Hummer  retains 
the  extraordinary  off-road  capabilities 
of  the  model  developed  for  the  U.S. 
Army  a  dozen  years  ago.  The  1997 
model  gets  a  more  powerful  turbo 
diesel  engine. 


After  being  named  "1996  Sport  Utility 
Vehicle  of  the  Year"  by  the  Northwest 
Auto  Writer's  Association,  the  Nissan 
Pathfinder  continues  to  offer  refined 
sophistication  and  rugged  perfor- 
mance. Improvements  for  1997 
include  additional  storage  and  an 
advanced  Bose  audio  system. 
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ACURA  SLX 


Built  for  Honda's  Acura  division  by 
Isuzu  Motors  in  Japan,  the  luxurious 
SLX  features  double  rear  doors,  large 
moonroof,  cornering  lights,  and  a 
5,000-pound  towing  capacity. 


Honda  CR-V 


About  the  size  of  a  Jeep  Cherokee,  the 
Honda  CR-V  is  a  roomy  and  relatively 
inexpensive  SUV  engineered  to  ride 
like  a  car.  Features  include  full-time 
four-wheel  drive,  dual  airbags,  cruise 
control,  and  a  fold-out  picnic  table. 


Jeep  Wrangler 


Jeep  Wrangler,  the  guintissential 
SUV  with  impressive  off-road  capa- 
bilities, offers  the  most  significant 
changes  in  its  50-year  history. 
Improvements  for  1997  include  all- 
new  suspension,  interior,  instrument 
panel,  and  seating.  Nearly  every 
body  panel  is  new,  although  the 
Wrangler  retains  its  classic  look. 


has  built  an  off-road  demonstra- 
tion course  next  to  its  headquar- 
ters in  Lanham,  Md.  Chrysler 
invites  its  Jeep  customers  to 
experience  supervised  otf-road- 
ing  at  Camp  Jeep  sessions  that 
include  "Jeep  1 01 "  driving  cours- 
es and  such  outdoor  activities  as 
rock  climbing  and  fly-fishing. 
Jeep  owners  also  get  together  at 
dozens  of  other  activities,  includ- 
ing weekend  Jeep  Jamborees 
around  the  country. 

Sensibly  Safe 

SUVs  give  you  a  feeling  of  safety, 


but  they  aren't  invinci 
Consider  handling.  The  tall  st; 
that  makes  SUVs  suitable  for 
road  travel  also  raises  their  ce 
of  gravity,  reducing  their  inhe 
cornering  limits.  Don't  expec 
SUV  to  take  sudden  turns  lil 
sports  car  can. 

Be  careful  about  braking, 
A  popular  misconception  af 
SUVs  is  that  their  four-wl 
drive  systems  help  you  stop  be 
Not  true.  The  reason  shoulc 
obvious:  Brakes  are  what  s 
you  down,  and  everybody  on 
road  —  not  just  SUV  drivers  — 
four-wheel  brakes. 

An  antilock  braking  syst 
ABS,  can  help  your  SUV  s 
safer  if  you  use  it  correctly, 
trick  is  to  hit  the  brake  pedal  1 
and  hold  it  there  as  you  steer 
of  trouble.  You'll  feel  the  bi 
pedal  vibrate  and  hear  the  I 
groan  as  it  rapidly  pumps 
brakes  for  you.  If  you  don't  1 
and  feel  both  sensations,  yo 
not  pressing  down  hard  enoug 
engage  the  system. 

Summing  Up 

The  clamor  for  sport  utility  v 
cles  has  been  going  on  h 
enough  now  to  propel  SI 
well  into  the  mainstream 
American  transportation 
you're  still  wondering  whal 
the  fuss  is  about,  it  may  be  t 
to  give  one  of  these  symbol; 
the  '90s  a  test  drive. 

Bill  Hampton  had  written  about 
auto  inch i,i try  for  25 yean. 
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WE  WOULD  RATHER  NOT  SHOW  YOU  OUR  LUXURIOUSLY  APPOINTED  INTERIOR. 
AFTER  ALL,  WE'VE  GOT  THAT  RUGGED  JEEP  IMAGE  TO  MAINTAIN. 


JEEP  GRAND  CHEROKEE 

Concert-quality  audio  systems  and  rich  leather- 
ned  seats  aren't  the  types  of  things  you  usually 
:iate  with  a  rugged  vehicle  like  Jeep  Grand 
okee  Limited.  After  all,  this  legendary  4x4  is 


beyond  some  of  the  most  remote  places  on  earth. 

But  there's  another  side  to  Jeep  Grand  Cherokee. 
A  side  that  pampers  you  with  luxuries  like  Automatic 
Temperature  Control,  heated  front  seats,*  and  a 
remote  system  with  memory.  Plus  standard  dual 
front  air  bags^  and  four-wheel  anti-lock  brakes. 

So  go  ahead.  Indulge  yourself  in  the  unexpected 
luxury  of  Grand  Cherokee.  Considering  the  places 
it  takes  you,  you'll  need  all  the  creature  comforts 
you  can  get.  For  more  information,  call  1-800-925-JEEP 

Jeep 

There's  Only  One 


ir  Web  site  at  http://www.jeepunpaved.com  *Heated  front  seats  are  optional  on  Limited, 
's  wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


INTRODUCING  DESKTOP  COMPUTING  WITHOUTTHE  DESKTOP 


I  UNDERSTAND 


When  it  comes  to  practicing  "hands- 
on"  medicine,  the  last  thing  you  need  is  to  constantly 
have  your  hands  on  vour  computer  keyboard  rather 
than  where  they'll  do  the  most  good.  Wouldn't  it  be 
great  to  be  able  to  a»k  your  computer  to  lind  your 
patient  s  hies  while  you  got  on  with  checking  out  his 
X  rays?  Sound  impossible'.''  .Not  anymore,  because  we've 
put  IBM  VbiceType  speech  recognition  technology  into 
the  best  desktop  operating  system  solution  money  can 
bu) :  OS/2 1  Warp  4. Which  means  you  can  have  hands- 
tree  e-mail,  voice  Internet  navigation,  even  dictation 
into  most  all  your  applications.  All  at  the  sound  ot 
your  voice.  So  now  you'll  be  able  to  get  on  with  your 
work  while  you  Lret  out  from  behind  your  desk. 


W  ith  a  great  new  graphic  interface.  OS/2  Waij 
the  ultimate  network  computing  solution  that  let: 
connect  to  almost  anything,  from  just  about  anw 
All  it  takes  is  a  couple  of  mouse  clicks  and  you're 
your  drives,  printers,  networks,  servers  and  Web  v. 
It  even  comes  with  Java™  runtime  so  you  can  run 
applets  from  your  desktop  without  a  browser.  Ar 
now  you  can  download  a  native  OS/2  Warp  4  ver 
of  Netscape  Na\  igator  from  our  website  at  no  cha 
So.  either  in  the  office  or  on  the  road,  there's  no 
universal  client  for  the  "hands-on" computing  that 
( ihange  the  w  ay  you  work. 


Solution?  for  a  small  planet"   


get  |  a  free  interactive  demo  CD  that  allows  you  to  experience  the  benefits  of  "hands-free  computing" 
by  visiting  our  website  at  www.software.ibm.com/info/w404.  or  call  1  800  357-8830. 


Our  Annual  Buying  Guide 

COMPUTERS 


Hardware,  Software  &  Much  More 


INTRODUCTION  page  ne 


Finally.  With  computers  in  more  than  40%  of  U.S. 
households,  the  PC  is  a  bona  fide  mass-market 
product.  So  now-you  lucky  consumer,  you-hardware 
and  software  makers  are  stressing  ease  of  use 


DESKTOPS 


page  118 


Forget  those  bland,  putty-colored 
boxes.  Suddenly,  there's  an 
explosion  of  new  sizes,  shapes, 
and  functions.  Multi-gigabyte 
multimedia  monster?  You  got  it. 
Something  tamer?  No  problem 


LAPTOPS  page  130 


Notebooks  now  pack  a  lot  more 
power  and  features  for  less. 
With  so  many  choices,  here's 
how  to  find  one  for  everyday 
use,  not  just  for  globe-trotting 


PRINTERS  page  138 

If  you  want  to  keep  the  kids 
happy,  you'd  better  get  color. 
Good  thing  the  new  inkjets 
are  so  inexpensive.  Still,  lasers 
are  less  pricey,  too,  and  can't 
be  beat  for  black  and  white 


NET  CRUISERS  page  142 

Tired  of  hunching  over  a  PC? 
Web  cruisers  for  couch 
potatoes-PC/TVs,  TV  add-ons, 
and  game  players-are  coming 
to  a  living  room  near  you 


SOFTWARE  page  144 


So  you  bought  a  computer.  It's  the  software  that 
really  makes  a  difference-and  there  are  thousands 
of  programs  to  choose  from.  Here's  some  help 


SHOPPING  page  154 

You  don't  have  to  schlep  from 
store  to  store  for  a  computer 
when  the  Net,  mail  order,  even 
door-to-door  reps  are  at  hand 


DIGITAL  PHOTOGRAPHY  page  162 

This  may  be  the  next  "killer  app."  New  cameras  and 
scanners,  cheap  color  printers,  and  some  dynamite 
software  are  turning  PCs  into  digital  darkrooms 

ONUNE  SERVICE  PROVIDERS  page  164 

These  days,  the  on-ramps  to 
the  Information  Highway 
are  jammed-so  you'll  need 
to  choose  yours  carefully 


For  more  information  on  computers  and  other  hardware,  see  the  Web  site, 
www.maven.businessweek.com.  The  site  contains  performance  rankings  of  hard- 
ware as  tested  by  NSTL,  a  unit  of  The  McGraw-Hill  Companies.  The  site  also 
contains  general  advice  and  commentaries  from  Business  Week  editors. 
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Introduction 


THE  NEW 
ELECTRONIC  HEARTI 


The  latest  PCs  offer  goodies 
for  the  whole  family-and 
choosing  one  can  be  tough 

Politicians  aren't  the  only  ones  selling  family  values  this 
year.  The  personal-computer  industry  is  embracing  them 
like  never  before.  Forget  the  geeks — for  '96,  the  in- 
dustry's icons  are  Mom  and  apple  pie.  The  reason  for 
the  shift  of  attention  from  corporate  desktops  to  your  den? 
This  year,  the  number  of  U.  S.  households  with  a  computer  is 
expected  to  break  40% — making  the  device,  almost  20  years 
after  its  debut,  a  bona  fide  mass-market  product. 

If  you're  just  joining  the  home-PC  parade — or  if  you're  shop- 
ping for  an  upgrade — you'll  find  a  huge  array  of  products  to 
choose  from.  And  you're  bound  to  notice  how  hardware  and  soft- 
ware companies  are  working  hard  to  make  whatever  they  sell 
more  consumer-friendly.  Software  companies  are  pushing  out 
games  and  educational  programs  that  the  whole  family  can  enjoy. 
There  are  $200  color  inkjet  printers  to  produce  copies  of  Junior's 
digital  handiwork.  Internet-access  companies — including  the  re- 
cently relaunched  Microsoft  Net-  ™— 
work — are  trying  to  entice  sub- 
scribers with  family-friendly  content. 
SLEEKER  STYLE.  PC  makers  are 
even  changing  the  way  their  prod- 
ucts look.  No  longer  are  you  stuck 
with  that  bland,  putty-colored 
box — computers  now  come  in  basic 
black,  the  home-electronics  color  of 
choice.  IBM's  Aptiva  has  a  new  de- 
sign that  clears  your  desk  of  every- 
thing except  the  monitor,  keyboard, 
and  mouse.  If  even  that  seems  like 
too  much  clutter,  prices  for  fea- 
ture-rich laptop  computers  are 
coming  close  to  desktop  models. 

Looks  are  the  least  of  the  in- 
novations. The  PC  industry  is  com- 
ing to  grips  with  the  fact  that 
their  devices  are  too  hard  for  most 
techno-neophytes  to  master.  New 
models  such  as  the  Toshiba  Infinia 
use  the  familiar  knobs  and  buttons 


HOW  THE  RATINGS  WORK 

The  product  ratings  in  the  Computer  Buying  Guide 
were  compiled  by  National  Software  Testing  Laborato- 
ries Inc.  (nstl),  a  computer-testing  lab  that  is  a  divi- 
sion of  The  McGraw-Hill  Companies,  publishers  of  busi- 
ness week.  Every  product  receives  an  "overall"  ranking 
based  on  the  product's  performance,  usability,  and  fea- 
tures. The  higher  the  number  the  better,  and  there  is 
no  perfect  score. 

nstl  uses  a  variety  of  criteria — such  as  how  well  a 
computer  runs  a  particular  software  program  or  carries 
out  multimedia  tasks — to  determine  performance.  For  us- 
ability, the  lab  evaluates  ease-of-use  factors,  while  the 
features  comparisons  take  into  account  both  standard 
and  extra  components.  Scores  for  two  products  in  the 
same  category  may  be  the  same,  even  if  the  products 
contain  faster  or  slower  components,  indicating  that  their 
overall  performance  is  the  same. 


of  hi-fi  equipment  instead  of  on-screen  icons  to  control 
video,  or  E-mail  access. 

All  of  this  is  part  of  a  larger  movement:  To  make  the  ] 
computer  as  easy  to  use  as  the  television,  and  just  as  e 
for  day-to-day  living.  Price  remains  a  barrier.  You'll  stil 
least  $2,000  for  a  fully-configured  system.  But  Cyberro 
take  hope.  This  holiday  season  brings  the  first  so-called  N 
ers,  machines  that  give  you  an  alternative  to  the  PC  for  g 
line.  Ranging  from  souped-up  video-game  players  to  co: 
TV  combinations,  they  can  be  had  for  as  little  as  a  few  1 
dollars.  Most  of  them  can't  run  fancy  software,  but  if  y< 
to  leave  the  spreadsheet  at  work  and  relax  with  a  few  1 
Web-crawling  with  the  kids,  these  new  boxes  are  ideal. 

Software  makers  are  doing  their  part  to  make  tl 
welcome  addition  to  any  family.  There  are  office  "suit 
lored  specifically  for  home-office  workers.  And  th< 
loads  of  educational  programs  designed  to  make  L 
math  or  history,  say,  as  much  fun  as  a  video  game.  Ki 
still  prefer  the  latest  shoot-'em-up  game,  but  now  ] 
can  get  in  on  the  fun  with  a  slew  of  new  brain-teasei 
aimed  at  adults. 

Getting  back  to  family  values,  what  could  be  homi 
sitting  around  the  PC,  sharing  those  precious  moments 
captured  on  film?  That's  the  promise  of  digital  photogi 
wmmmm—m—mmmm^^mmmamamt  the  computer  industry's  an 
the  one-hour  photo  shop.  1 
digital  camera,  you  can  sna 
at  family  gatherings.  Or,  n 
old  snaps  through  a  scanne 


with  special  software  you 
prove  the  color,  apply  spe 
fects,  or  edit  out  that  cou 
never  liked  anyway. 

Selecting  and  buying  ; 
gear,  though,  is  no  one's 
family  fun.  But  even  thei 
is  on  the  way.  There  are  ; 
tives  to  the  computer  si 
mass-merchandise  chain,  in 
online  services  and  mail-on 
lets.  To  help  you  in  your  br 

the    BUSINESS    WEEK  Co 

Buying  Guide  offers  asses 
of  everything  from  con 
to  auxiliary  storage  devi 
settle  down  with  the  fam 
read  on.        By  Catherine 
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Desktop  Systems 


LADIES  AND  GENTLEMEN: 
THE  ENTERTAINER 


Will  the  multimedia 
PC  anchor  your 
home  theater? 
That's  the  plan 

Just  a  year  ago,  desktop 
computers  had  become 
so  similar  that  it  seemed 
they  were  all  being  pro- 
duced at  a  giant,  secret  facto- 
ry in  Texas  or  Taiwan.  Every 
machine  had  essentially  the 
same  equipment  and  specifi- 


cations, and,  with  a  couple  of 
purely  cosmetic  exceptions, 
they  even  looked  alike. 

This  year,  PC  makers  seem 
to  have  decided  that  cookie- 
cutter,  commodity  desktops 
are  no  fun.  The  result  is  an 
explosion  of  new  sizes,  shapes, 
and  functions.  Many  of  the 
changes  share  the  goal  of  try- 
ing  to  move  the  PC  out  of  its 
sequestered  space  in  the  den 
or  home  office  and  into  the 
mainstream  of  family  life.  And 
if  manufacturers  have  their 


way,  a  computer  will  become 
the  center  of  your  home-en- 
tertainment system,  maybe 
even  replacing  your  TV. 

Of  course,  the  core  com- 
puters beneath  the  fancy  Mils 
remain  similar.  With  the  ex- 
ception of  Apple  Macintoshes 
and  their  clones,  which  main- 
tain a  shiimken  but  important 
place  in  the  market,  all  but  a 
handful  of  home  computers 
sold  today  are  built  around 
Microsoft's  Windows  95  and 
the  Intel  Pentium  chip  or  its 


THE  POWER  AND  THE 

Computer  makers 
envision  an  applia 
that  replaces  the  1 

clones.  In  machines  de 
for  multimedia  use  si 
photo  editing — or  hig] 
ered  arcade  games- 
processors  will  ran  at 
200  megahertz.  The  sti 
random-access  memo 
most  will  be  16  meg£ 
the  typical  hard  driv 
hold  1.6  gigabytes  or 
and  the  cd-rom  drive  v 
at  6X  (six  times  the  ] 
bit  per  second  rate  of 
ventional  audio  CD)  or 
"MEDIA  UNIT."  But  wil 
solid  foundation  in  pla 
signers  are  experim 
with  the  basic  putty-c 
box  plus  keyboard  and 
tor  that  has  defined  th< 
top  PC  since  ibm  invent 
beast  more  than  15  yea 
It's  somehow  fitting  th 
which  hadn't  been  a  : 
cant  innovator  in  the  d 
market  since  the  early 
has  come  up  with  whE 
be  this  fall's  most  intei 
departure,  the  new  Ap 
The  Aptiva  S  result 
the  realization  that,  ex< 
put  in  floppies  or  CD 
people  rarely  need  acc 
the  big  box  containir 
processor,  hard  drive; 
other  electronics.  So  n 
the  floppy  and  CD  into 
pact  "media  unit."  A 
monitor  stand  holds  the 
unit  and  provides  stora 
the  keyboard.  You  th( 
hide  the  main  system  u 
to  six  feet  away.  And  1 
increasing  number  of  cc 
ers,  the  Aptiva  is  blac 
color  of  consumer  elect 
The  whole  neat  packag 
be  more  at  home  in  a 
room  or  living  room  t 
traditional  PC.  And  likf 
of  this  year's  unusual  d 
with  advanced  multimed 


Multimedia-hungry?  Try  this  system:  a  200  MHz  Pentium  processor,  32  mb  of  ram,  a  2-gb  hard  drive,  3-0  graphics 
acceleration  with  4  mb  of  video  ram,  32-bit  wavetable  3-D  sound  card  with  subwoofer,  8X  or  better  cd-rom,  1 7-inch  mon 
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ICIO  Color 


9H9I 


The  Future  Of  Digital  Imaging 

Welcome  to  the  Aficio  Color  series.  From  Ricoh.  Vibrant  color 
that  delivers  eye-catching  presentations.  Connectable  color  copiers 
turn  the  world's  smallest  toner  particles  into  the  world's  finest 
s.  Digital  brainpower  that  offers  a  whole  new  array  of  image-manipula 
and  document-handling  options.  Effortless.  Reliable.  Digital.  And  affordable, 
e  see  the  Aficio  Color  series  from  Ricoh.  See  what  we  can't  show  you  here.  A  real 
3  color  copy.  Call  1  800  63  RICOH.  Or  online  at  http://www.ricoh.com 

«h  Corporation 
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tures,  the  Aptiva  S  carries  a 
premium  price  tag:  Systems 
run  from  $2,499  to  S3.099,  and 
matching  monitors  cost  $499 
to  $799.  That's  roughly  a  15% 
premium  over  machines  with 
comparable  power. 

Compaq  takes  a  very  dif- 
ferent approach  with  its  back- 
to-the-future  Presario  3000. 
Compaq  got  started  in  the 


DESKTOPS: 

A  BAKER'S  DOZEN 


mid-1980s  making  all-in-one 
units  that  were  portable — if 
you  had  the  strength  to  carry 
them.  The  new  Presario  3000 
isn't  meant  for  travel,  but  its 
one-piece  design,  featuring  a 
12.1-inch  flat-panel  display,  cre- 
ates a  28-pound  package  that 
can  easily  be  moved  around 
the  house.  Because  the  de- 
signers didn't  have  to  worry 


about  batten-  life,  the  active- 
matrix  display  is  much 
brighter  than  a  laptop  version 
and  can  be  viewed  from  a 
much  wider  angle.  While  the 
12-inch  screen  seems  small, 
you  can  compensate  by  sitting 
much  closer  than  you  would 
to  a  television-style  CRT. 
Prices  start  at  $3,499. 

One  welcome  result  of  the 


OVERALL 
RATING 

16.1 


MANUFACTURER  AND  MODEL/ 
PRICE- 
HP  PAVILION  7285 

$2,999 


.4  sampling  of  popular  systems 

COMMENTS 


CONFIGURATION  'PROCESSOR/ 
MEMORY/HARD-DRIVE  SIZE) 

200  MHz 
32  MB/3.1  GB 


A  very  fast  Pentium  and  loads  of 
memory  make  it  our  top  performer 


13.1 

GATEWAY  2000  P5-1 GGXL 

Un  1  L  1?n  1    lUUU   1    J  IUUAL 

$2,399 

166  MHz 

1  UU  If II  XL 

16  MB/2.5  GB 

Fiill-sizp  tnwpr  rasp  rnakps  it  a  tnn 
choice  for  the  expansion-minded 

1 1 1 

UlLL  UlmLrlolUPI  Aro  rIDDo 

$2,799 

loo  ivinz 

16  MB/1.08  GB 

\joru  fact   cftlfH  morhino   hut  ttc  HicU 
Vcly  Idol.  oUUU  llldLlllllc.  UUl  llo  Uloft 

drive  is  small 

12.2 

HP  VECTRA  515  MCX  S166 

$3,000 

166  MHz 
16  MB/1.6  GB 

Easy-to-service  design  with  software 
bundle  targeted  for  small  or  home  offices 

11.4 

IBM  APTIVA  C73 

$3,358 

200  MHz 

16  MB/2.56  GB 

Slow  for  a  200  but  laden  with  multimedia 
features,  including  great  MPEG  video  and 
3-D  sound 

10.8 

IBM  APTIVA  S66 

$2,998 

166  MHz 
24  MB/3.2  GB 

Houses  floppy  and  CD-ROM  drives  in 
desktop  unit;  processor  and  other  electron- 
ics in  a  minitower 

10.8 

DELL  DIMENSION  P100T 

$2,249 

100  MHz 
16  MB/2.0  GB 

A  very  fast  video  system  that  transcends 
this  unit's  modest  specs 

9.5 

AST  ADVANTAGE!  824 

$1,999 

133  MHz 
16  MB/1.6  GB 

Bargain  package  offers  strong  Lotus 
software  bundle 

9.0 

ACER  ASPIRE  PERSONAL 
SOLUTION  $2,198 

133  MHz 
16  MB/2.0  GB 

Available  with  grey  or  green  cases; 
provides  built-in  telephone  handset 

8.1 

NEC  READY  9618  (P150) 

$2,399 

150  MHz 
16  MB/2.0  GB 

The  multimedia-oriented  Ready  includes 
a  TV-style  remote  control 

7.1 

COMPAQ  PRESARIO  4712 

$2,599 

166  MHz 
16  MB/2.5  GB 

Convenience  features  include  a  "sleep" 
button  and  buttons  to  control  the  CD  player 
and  answering  machine 

NA 

TOSHIBA  INFINIA  7200 

$3,248 

200  MHz 
32  MB/2.0  GB 

PC/home-entertainment  hybrid  features 
a  TV  and  FM  radio  tuner 

** 

APPLE  PERF0RMA  6400/200 

$2,660 

200  MHz 
16  MB/2.4  GB 

A  speedy  multimedia  workhorse;  add  a 
$500  board  for  video  editing 

*  Actual  recent  selling  pnce.  including  monitor  **  Performance  not  directly  comparable  to  PCs 

For  more  information,  see  www.maven.businessweek.com 

DATA:  NSTL  A  UNIT  OF  THE  MCGRAW-tHILL  COMPANIES;  BUSINESS  WEEK 


NA  =  Not  available 


computer-cum-appliance 
is  an  increased  focus  on 
of  use.  For  example,  : 
the  new  Compaq  Pres 
have  buttons — not  on-si 
icons  but  real,  pushable 
tons — that  can  be  ust 
play  audio  CDs,  liste 
voice-mail  messages,  or 
vate  the  computer's  p( 
saving  "sleep"  mode. 
SOUNDS  GOOD.  This  trei 
ward  greater  ease  of  l 
and  greater  integration  ( 
into  home-entertainmen1 
terns — is  sure  to  be  spi 
by  the  entry  of  Japanese 
sumer-electronics  makers 
as  Sony  and  Toshiba  int 
market.  Indeed.  Toshiba 
finia  models,  especially 
top-of-the-line  7200,  are  1 
entertainment  centers 
themselves.  A  TV  and  F 
dio  tuner,  standard  in  the 
and  a  S199  option  in  i 
models,  combines  with  a 
cellent  internal  sound  sj 
and  very  good  speakers 
into  the  matching  17 
monitor  to  transform  yo 
into  a  reasonable  rv/st 
You  can  control  the  In 
entertainment  functions 
its  speakerphone  and  -\ 
mail  system  with  eithe 
usual  on-screen  contrc 
control  panel  that  attach 
the  monitor,  or  a  TV-sty 
mote.  Infmias  run  from  \ 
to  $3,550,  with  monitors, 

Sony's  new  avio  comp 
also  have  a  clear  const 
electronics  focus.  Alth 
their  design  is  fairly  coi 
tional,  they  offer  advs 
multimedia  features,  sui 
hardware  MPEG  decomprc 
for  full-screen  \ideo  play 
and  surround-sound.  An< 
most  top-end  machines  d 
ing  this  fall,  amos  incorp 
a  Universal  Serial  Bus 
for  future  expansion. 

Some  PC  makers  aren'i 
iting  their  products  to  si 
playing  back  multimedia 
tent  created  by  ot 
They've  begun  adding 
tools  you  need  to  create 
own.  Hewlett-Packard,  fc 
ample,  is  heavily  comm 
to  turning  computers  intx 
ital  darkrooms — which 


JUST  ONE  OF  THE 

23,000,000  PEOPLE 


WE  WILL  CARE  FOR 


THIS  YEAR 


is  someone's  son,  someone's  daughter; 
an  individual,  with  individual  needs. 
It's  just  one  more  pleasant  surprise  you'll 
To  our  softly-spoken  flight  attendants,  you'll  always  be  more  than  just  a  face  in  a  crowd.  f'nd  w'th  Korean  Air,  and  perhaps,  one 
We  never  forget,  no  matter  how  many  people  choose  to  fly  with  us,  that  every  passenger        more  reason  you  should  fly  with  us. 


KQRE4NAIR  BEYOND  YOUR  IMAGINATION 


i 


„  ,heu  assets  lor  needed 
the  equitv  m  tt,c"  " 

help  companies  unloc 
whclhei  It  tie  10 

fthe,rp.oduas  and  services 
„,  „,o<hc,  uses  to  improved 

to,  provable 
So,voUrcompanvhasanaPP— 

ELICIT  Drive.  Room  2542. 


Americas 

MoST  EXPERIENCED 

ASSET-BASED 

LENDER 


Coming  Bad 
For  Seconds. 


When  The  CIT  Croup  ran  the  advertisement  on 
the  left,  America  was  slowly  emerging  from  a  recession 
and  was  sorely  in  need  of  new  sources  of  financing 

The  CIT  Group  rose  to  the  challenge.  As  a 
lender  to  American  industry,  we  knew  the  country 
would  only  achieve  economic  prosperity  when 
companies  had  dedicated  financial  partners  to  help 
them  implement  their  growth  plans  Since  1992,  we 
have  backed  that  commitment  by  lending  over 
$26  billion  to  American  companies  and  individuals 


More  than  four  years  later,  companies  through- 
out the  country  are  posting  record  profits  and  financing 
is  substantially  easier  to  come  by 

At  CIT,  we  re  doing  what  we've  always  done: 
steadily  increasing  our  commitment  to  the  businesses 
and  individuals  we  serve. 

The  CIT  Croup  stands  ready  to  help  you 
succeed  For  more  information,  we  invite  you 
ti )  visit  our  web  site  at 


www.citgroup.com 


Americas 
Most  Experienced 
Asset- Based 
Lender 
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might  produce  output  for  hp's 
color  inkjet  printers  (page 
138).  The  hp  Pavilion  7280P 
comes  equipped  with  a  Stomi 
Piimax  color  scanner  that  can 
digitize  photos  of  up  to  five 
inches  by  seven  inches,  plus 
software  for  editing  those  im- 
ages and  incorporating  them 
into  craft  projects. 

Apple  Computer,  which  still 
dominates  professional  multi- 
media creation,  is  pitching  its 
Performa  line  as  a  video-edit- 
ing tool.  Perfonna's  headliner, 
the  6400/200  Video  Editing 
Edition,  comes  equipped  with 
video  inputs  plus  the  new 
Avid  Cinema  video-editing 
board  and  software.  Plug 
in  a  vcr  or  camcorder,  and 
you're  ready  to  start  us- 
ing simple  but  sophisticat- 
ed tools  to  make  a  coher- 
ent story   out   of  your 
random  video  shots. 

At  $2,699,  including  a 
200  MHz  PowerPC  603e 
processor  and  32  MB  of 
PvAM  but  no  monitor,  the 
Video  Editing  Edition  typifies 
Apple's  aggressive  new  fall 
prices — now  roughly  compa- 
rable to  Windows  machines. 
The  new  PerfoiTna  6360,  fea- 
turing a  160  MHz  PowerPC, 
16  MB  of  ram,  and  a  2-gb  hard 
drive,  offers  a  lot  for  just  un- 
der $1,500,  plus  monitor. 
BIG  STRAINS.  How  to  decide 
among  all  these  glitzy  prod- 
ucts? First,  realistically  assess 
your  computer  needs.  If  you 
just  want  to  use  a  word 
processor,  read  E-mail,  do  a 
little  spreadsheet  work,  and 
track  your  personal  finances, 
just  about  any  computer  on 
the  market,  PC  or  Mac,  will 
be  more  than  adequate. 
(Make  sure  you  get  a  cd-rom 
drive — software  increasingly 
comes  on  CD,  with  floppies 
available  only  by  special 
order'.)  But  if  you  use  a  com- 
puter for  heavy-duty  number- 
crunching  or  database  re- 
search, the  two  things  that 
really  matter  are  processor 
speed  and  memory.  You'll 


NEW  SIZES,  NEW  SHAPES, 
NEW  FUNCTIONS 


COMPAQ  PRESARIO: 

Real  buttons  for 
playing  CDs  or 
checking  messages 


TOSHIBA  INFINIA:  TV  and 

radio  tuners,  good  sound- 
even  a  remote  control 

want  as  much  of  both  as  you 
can  afford,  with  a  133  MHz 
Pentium  and  16  MB  of  memo- 
ry a  minimum.  Whatever  you 
choose,  it's  likely  to  be  far 
more  powerful  than  today's 
typical  corporate  PC,  which 
sports  little  memory  and  few 
multimedia  features. 

Choosing  a  multimedia  PC 
is  more  of  a  challenge,  but  it's 
a  manageable  one  if  you  are 
prepared  to  do  a  bit  of  re- 
search. The  two  uses  that  are 
likely  to  place  the  greatest 
strain  on  a  computer  are  edit- 
ing images,  such  as  scanned 
photographs,  and  playing  ar- 
cade games.  To  handle  these 
well,  you'll  probably  pay 
more — both  for  a  faster 
processor  and  higher-capacity 
components  throughout  to 
match  the  chip's  performance. 

For  best  multimedia  han- 
dling— and  the  longest  useful 


HP  PAVILION  MINITOWER: 

Multimedia  muscle 
includes  a  color  scanner 
and  software  for  editing 
your  digital  photos 

life— try  for  a  166  MHz  or  200 
MHz  system.  But  just  as  im- 
portant as  chip  speed  is  a 
mysterious  component  called 
Level  2,  or  secondary,  cache. 
A  computer's  main  random- 
access  memory  can't  supply 
data  anywhere  near  fast 
enough  to  keep  a  high-speed 
processor  busy,  so  a  small 
amount  of  very  speedy,  very 
expensive  memory  is  used  as 
a  buffer  between  main  memo- 
ry and  the  CPU.  A  fast  Pen- 
tium will  need  at  least  256 
kilobytes  of  cache  to  perform 
at  full  potential. 

Main  memory  size  is  also 
crucial  to  multimedia  perfor- 
mance. With  the  recent  drop 
in  memory  prices,  most  mak- 
ers have  boosted  the  ram  in 
all  but  their  bottom-line  PCs 
to  the  16  mb  that  both  Win- 
dows 95  and  Mac  operating 
systems  need  to  run  well. 


Many  high-end  machine 
wisely  boast  32  MB. 

Another  frequently 
looked  component  with 
impact  on  performance 
video  card,  or  graphi 
celerator.  Many  top-c 
iine  computers  now 
equipped  with  3-D  g: 
accelerators,  which  g 
speed  the  display  of  3- 
jects  in  arcad< 
games.  For  best  res 
3-D  card  should 
with  4  mb  of  memc 
D  cards  can  genera 
by  with  2  mb,  but 
i   systems  with  less. 

SONIC  AID.  Nearly  ; 
I  ROM  drives  install 
J  new  desktop  com] 
run  at  6X  or  faster, 
than  adequate  for 
users.  Speed  isn't  m 
an  issue  with  har 
drives,  either,  bt 
everything  shipping 
is  blazingly  fast, 
smallest  drives  genera 
stalled  in  desktop  ma 
are  about  1  gb — 25 
larger  than  a  1990-er 
chine.  That  may  soun 
an  unfillable  amount  o: 
age,  but  if  you  like  t 
pictures  or  download 
or  videos  from  the  Ne 
can  accumulate  a  gig 
worth  of  data  pronto.  S 
sider  a  2-gb  or  bigger 
If  you're  really  hung] 
storage — say,  to  save  pi 
from  your  digital  can 
consider  a  removable 
drive  (page  126). 

Sound  quality  is  on< 
where  the  difference  be 
cheap  and  high-priced 
puters  is  greatest.  Ch 
PCs  generally  use  a 
SoundBlaster  compatibl 
tern,  coupled  with  ine 
sive  speakers.  While  a 
able  for  routine  output 
as  speech,  this  setup 
crank  out  the  knock- 
socks-off  sound  that  mu 
dia  freaks  expect.  Wavi 
sound  cards  produce 
more  realistic  output. 


vni 


The  new  Universal  Serial  Bus  ports  will  allow  up  to  127  expansion  devices  such  as  mice  and  printers  to  be  hooked  t 
your  pc,  using  telephone  jack-like  connectors.  Add-on  usb  boards  will  be  available  next  year  for  existing  machines. 


Twenty  years  ago, 
nost  other  companies 

couldn't  see  a  future 
%  financial  planning. 

Suddenly,  their 
nsion  has  improved. 


day,  dozens  of  companies  have  discovered 
ncial  planning.  It's  become  almost  trendy.  But  at 
erican  Express  Financial  Advisors,  we  know  that 
nd  financial  planning  requires  experience  that  can't 
earned  overnight. 

With  nearly  one  million  financial  plans  developed 
ing  the  past  twenty  years,  we  are  a  recognized  leader 
roviding  high-quality  advice.  Our  advisors  receive 
finest  professional  training  and  are  supported  by  a 
staff  of  in-house  specialists.  And  with  more  than 
D  billion  in  assets  under  management,  we  provide 
advisors  with  the  latest  in-depth  information  about 
ncial  markets  and  investments.  Compare  that  level 
xpertise  to  any  of  the  companies  that  have  recently 
ed  "financial  planning"  to  their  resumes. 
No  wonder  95%  of  our  clients  stay  with  us  year  to 
r.  And  nine  out  of  ten  would  recommend  us  to  their 
ids.  We  don't  treat  financial  planning  as  a  fad.  To  us, 
a  way  of  life. 


Financial 
Advisors 


'iscover  how  an  American  Express  Financial  Advisor 
help  you  do  more,  call 

800-GET  ADVICE 

>://www.americanexpress.com/ advisors 


ican  Express  Financial  Advisors  makes  investments  available  through  American  Express  Financial  Advisors 
nd  insurance  and  loans  available  through  other  American  Express  affiliates  and  authorized  providers. 
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round-sound  systems,  from 
Dolby,  SRS,  or  Spatializer,  can 
create  an  impressive  illusion 
of  three-dimensional  sound. 
And  better  speaker  systems 
include  a  subwoofer,  which 
supplies  the  lows  that  small 
desktop  or  monitor-mounted 
speakers  lack. 

The  final — but  crucial- 


piece  of  your  system  is  the 
monitor.  The  trend  has  been 
to  unbundle  monitors  from 
systems,  allowing  manufac- 
turers to  quote  much  lower 
system  prices.  But  monitors 
are  more  closely  integrated 
into  systems  than  ever.  At 
best,  an  off-the-shelf  moni- 
tor will  look  funny  with  the 


new,  consumer-electronics- 
style  computers.  At  worst, 
you'll  loose  important  func- 
tionality. For  example,  ibm's 
Aptiva  S  needs  its  custom 
monitor  to  make  its  unique 
compact  storage  system 
work.  Likewise,  the  Toshiba 
Infmia's  control  panel  is  de- 
signed to  attach  to  the  mon- 


itor, which  also  has  excell 
integrated  speakers. 

Whether  you're  look 
for  a  workhorse  for  y> 
office  or  a  centerpiece 
your  new  home  theater,  y 
computer  options  have  ne 
been  greater — and  pri 
have  never  been  lov 
Enjoy.  Stephen  H.  Wildsti 


WHAT  TO  DO  WHEN  YOU  NEED  MORE  SPACE 


An  old  joke  in  the  computer 
industry  holds  that  you  can 
never  be  too  rich  or  have  too 
much  space  on  your  hard  drive. 
Despite  the  monstrous  sizes  of 
these  storage  devices — measured 
now  in  gigabytes,  or  billions  of 
bytes — PC  owners  can  soon  find 
that  their  new  hard  drive  is 
overflowing  with  seldom 
used  data.  Fortunately, 
there  are  simple  solutions 
to  the  storage  blues. 

One  of  the  oldest  reme- 
dies for  hard-drive  clutter  is 
installing  a  tape-backup  unit. 
These  devices  have  become 
fairly  standard  within  the 
computer  industry,  making 
them  cheap — around  $99  to 
$200 — and  available  from 
various  makers  such  as 
Seagate  Technology  and 
Colorado  Memory  Systems. 
Meanwhile,  the  space  avail- 
able on  a  typical  tape 
cartridge  has  grown  to 
match  that  of  hard  drives. 
Iomega,  for  example,  sells 
a  $200  unit  called  the  Ditto 
2GB  that  can  pack  2  giga- 
bytes of  data  onto  a  single 
cartridge. 

ZIP  CITY.  The  problem  with 
tape  drives  is  that  they  are 
notoriously  slow.  It  can  take 
hours  to  make  a  complete 
copy  of  a  typical  hard  drive. 
What's  more,  tape  drives  are 
only  good  for  backing  up 
and  removing  unused  files 
from  your  PC.  In  order  to 
use  the  files  stored  on  tape, 
you  must  reload  them  onto 
your  PC's  hard  drive. 

One  way  around  that  is  to 
use  a  so-called  removable 


storage  drive.  These  devices  typical- 
ly have  the  same  mechanical  innards 
as  your  computer's  hard  drive,  but 
the  disks  that  actually  hold  the  data 
are  removable.  Once  one  disk  be- 
comes full,  owners  simply  pop  in  a 
new  blank  disk,  and  they're  ready  to 
cram  more  programs  onto  their  PC. 


CURES  FOR  THE 
HARD-DRIVE  BLUES 


OPTION 


PRICE 


COMMENTS 


TAPE  DRIVE     $100  and  up 


"CHUNKY" 
FLOPPY 


About  $150 


REMOVABLE 
HARD  DRIVE 


Cheap  and  reliable  for  making 
backup  or  archival  copies  of 
your  PC's  data.  Drawback: 
Tape  is  slow. 

Floppies  on  steroids,  such  as 
Iomega's  popular  Zip  drive, 
look  and  act  like  conventional 
floppies  but  hold  over  100 
megabytes.  Can  be  an  add-on 
or  built-in. 

$300  and  up  As  fast  as  a  built-in  hard  drive 
it  can  work  as  a  backup  drive 
or  as  an  additional  hard  drive. 
Unfortunately,  replacement 
media  are  pricey. 


There  are  two  types  of  removabk 
drives.  The  first,  typified  by 
Iomega's  wildly  popular  $150  Zip 
drive,  uses  disk  cartridges  that  are 
composed  of  soft  magnetic  disks — 
much  like  common  3.5-inch  floppy 
diskettes.  While  these  disks  even 
resemble  chunky  versions  of  those 
old  diskettes,  they  are  able 
to  hold  more  than  100 
megabytes  of  data,  allowing 
owners  to  easily  move  large 
software  programs  between 
computers.  The  only  draw- 
back to  these  drives,  which 
will  work  on  any  iBM-compat 
ible  PC  or  Apple  Macintosh, 
is  that  they're  moderately 
slow.  The  Iomega  Zip  drive 
takes  about  twice  as  long  as 
a  typical  hard  drive  to  read 
a  file.  The  LS-120,  a  remov- 
able made  by  Insite  Periph- 
erals and  featured  on  certair 
Compaq  machines,  is  about 
five  times  slower  than  a  typi 
cal  hard  drive. 

The  other  type  of  remov- 
able storage  devices  use 
rigid  disks.  These  drives, 
such  as  Syquest  Technology': 
$300  EZ-230  Flyer  or 
Iomega's  $499  Jaz  drive,  can 
store  230  MB  or  1  gb  worth 
of  data,  respectively,  and  are 
as  fast  as  nonremovable  har< 
drives.  But  they're  expen- 
sive. Not  only  is  the  initial 
cost  of  owning  these  drives 
high  but  replacement  disks 
are  also  pricey:  $30  for  the 
ez-230  cartridges  and  $100 
for  the  Jaz  cartridges.  Alas, 
in  the  endless  quest  for  com' 
puter  storage  space,  one  ma; 
never  have  a  chance  to  be- 
come too  rich.        Paul  En 
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avelMate  6QOO  Series 

height:  5.9  lbs.  with  floppy 
-way  modular  bay  with  floppy  or 
ptional  6X  CD-ROM,  high  capacity 
iskette  drive,  2nd  Lithium  ion  battery, 
nd  HDD,  weight  reduction  module 


Pentium' 

■  processor 


To  prevent  circumstances  or  surroundings  from  getting  in  your  way,  we  created  the  TravelMate  " 
6000  series.  An  unprecedented  6-way  modular  bay  offers  greater  flexibility  to  work  when  and 
where  you  choose.  For  that  matter,  so  does  its  noticeably  brighter,  more 
energy-efficient  screen  and  lean  5.9  lb.  frame.  The  TravelMate  6000  series 
is  also  supported  by  our  new  line  ol  livegear™  accessories,  including  a  wide  range  of  optional 
docking  stations.  All  told,  it's  the  perfect  opportunity  to  do  something  highly  out  of  the  ordinary. 


livegear 


Texas 
Instruments 


i-TI-TEXAS  E-mail:  2ti@msg.ti.com  Internet:  http://www.ti.com/notebook 

)oing  Extraordinary  Things"  and  livegear  are  trademarks  and  TravelMate  is  a  registered  trademark  ol  Texas 
ents.  Pentium  and  the  Intel  Inside  logo  are  registered  trademarks  of  Intel  Corp.  The  Genuine  Microsoft  Products 
trademark  and  Microsoft,  Windows  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  Corp.  ©1996  TI. 
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Why  is  Open  Market  the  only  company  that  has  removed  the  obstacles  from  Internet  commerce?  Our  goal 
lom  day  one  was  to  develop  commerce  software  for  the  internet.  and  unlike  other  companies,  our  software  is 
/ailable  today.  in  fact,  some  of  the  world's  most  successful  companies  are  already  using  our  secure,  scalable 

Internet  commerce  solutions 
to  do  business  with  other 
companies  and  consumers. 
With  these  solutions,  larger 
companies  can  manage  not 
only  payment  processing  but 
every  aspect  of  internet 
business  transactions.  and 
smaller  companies  can  reap 
the  benefits  of  internet 
commerce  while  outsourcing 
the  complexity,  allowing  them 
to  focus  on  what  they  do 
best.  in  short,  open  market 
fits  your  needs  no  matter 
what  size  you  are. 

to  hnd  the  fast  track  to 
your  own  Internet  commerce 
solution,  visit  our  website  at 
www.openmarket.com/hurdles 
or  call  i  - 888  - open-mkt. 


Open  Market 
Z43  First  Street 
Cambridge,  MA  01141 


OPEN     X  \^    y  MARKET 

We  ARE  Internet  Commerce. 
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THE  LITTLE  GUYS 
KEEP  GAINING 


Today's  laptops  are 
packing  more  power 
and  features  than 
ever-for less 


This  year,  nearly  13 
million  people — trav- 
eling sales  reps,  ex- 
ecutives, and  small- 
business  people — will 
get  a  new  laptop  com- 
puter.  In  the  past, 
most  of  those  buyers 
could   count  on  one 
hand  the  brands  they 
were  likely  to  consider: 
Toshiba,  Compaq,  IBM, 
or  Apple.  Together,  these 
"big  four"  had  a  near 
stranglehold   over  two- 
thirds  of  the  portable  PC 
business. 

Not  anymore.  New  suppli- 
ers are  rushing  in  and  win- 
ning converts  with  some  daz- 
zlingly  low  prices  on  amply 
configured  portables.  Attract- 
ed by  the  market's  rapid 
growth,  steady  profits,  and 
high  visibility,  newcomers 
such  as  Acer  America,  Dell, 
Samsung,  Texas  Instruments, 
and,  most  recently,  Fujitsu 
and  Hitachi  are  upending 
longstanding  relationships 
among  notebook  buyers  and 
their  suppliers.  In  the 
process,  they  are  redefining 
the  notebook  as  an  everyday 
computer — not  just  the  ex- 
pensive accoutrement  of  a 
road  warrior. 

Market  leaders  are  fight- 
ing back,  shoving  technolo- 
gies that  a  year  ago  were 
found  only  on  machines  cost- 
ing $6,000  to  $8,000  into  ma- 
chines priced  at  less  than 


$4,000.  IBM,  for  example,  is 
shifting  its  focus  from  pricey, 
high-performance  models  to 
those  that  appeal  to  a  wider 
audience.  Its  newest  multi- 
media ThinkPad  365,  released 
on  Oct.  15,  lists  for  $3,500  yet 
sports  such  top-shelf  features 
as  a  12-inch  color  display  and 
an  infrared  link  that  lets  the 
notebook  send  files  to  another 
PC  or  to  a  printer. 

The  top  suppliers  are  de- 
fending their  markets  by 
adding  more  business-orient- 
ed laptops  and,  at  the  same 
time,  reaching  out  to  new- 
buyers.  There  are  machines 
for  everyone  from  students 


to  executives.  Toshiba,  the 
volume  leader,  has  15  new 
models,  from  ultralights  for 
road  warriors  to  models 
aimed  at  small-business  and 
home-office  buyers.  Those 
home-office  machines  are  be- 
ing sold  at  electronics  chains 
such  as  Best  Buy  (page  136). 

Apple  Computer,  which 
dropped  out  of  the  market 
last  May  after  its  PowerBook 
5300s  hit  huge  quality  snags, 
is  coming  back.  The  1400C, 
introduced  in  October,  has  a 
117  Mhz  PowerPC  chip  and 
an  11.3-in  active-matrix 
screen.  Mac  lovers,  however, 
mav  have  to  wait  until  Janu- 


ary to  see  a  plentiful  si 
Canon  USA,  barely  pr 
in  laptops  a  year  ago,  i* 
ing  an  aggressive  tac 
price  with  its  Innova 
fine.  The  490  cdt,  with 
Mhz  Pentium  chip,  six-i 
CD-ROM,  1.0-gigabyte 
drive,  and  11.3-inch  a< 
matrix  screen,  sells  foi 
$3,000— a  third  less  thar 
ilar  machines  from  big- 
suppliers.  And  as  a  fall 
motion,  Canon  is  throwi 
a  little  extra  with  ever 
cdt  laptop:  a  leaf-blov 
BIG  OPENING.  Anothe 
tor  shaking  up  the 
ket — to  the  benel 
consumers — is  a  s 
age  of  inventory 
some  traditional 
pliers.  Large  cor 
tions,  until  now 
biggest  market  fo: 
tops,  are  in  the  pr 
of  upgrading  thei: 
bile-computer  j 
from  machines  bas< 
Intel's  486  chip 
Pentium  models, 
has  left  the  top  si 
ers — Toshiba,  Cor 

A  DAZZLING  ARRAY 

The  laptop  brawl  meai 
more  choices  for  both 
warriors  and  small  bus 

and  ibm — straining  to 
up  with  demand.  And  i 
created  a  yawning  op< 
that  companies  sue! 
Canon,  Sharp,  and  He\; 
Packard  are  aiming  to  f 
With  so  many  new  c 
es,  what  should  you  lool 
The  single  biggest  cons 
ation  remains  the  dis 
Choices  center  on  size 
technology.  Last  year 
most  common  displays 
10  inches.  But  these 
rapidly  giving  way  to  ] 
and  12-in.  lcds  in  mid- 
high-priced  models.  The 
screen  technology  categ 
are   passive  matrix, 


If  you're  a  spreadsheet  jockey  or  a  wordsmith,  you'd  do  better  to  choose  a  track  ball  or  a  pointer  instead  of  a  touch 
to  serve  as  your  laptop  mouse.  Touchpads  can  be  awkward  for  cutting  and  pasting 
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UNLIMITED  PARTNERSHIP 


KEIkO  BERARD  FROM  BDEINO  with  RANDY  CHAMBERS  1  -RDM  A  R  A  MARK. 


ARAMARK  RECOMMENDED 

I     PLAN     TO      USE     THEIR     UNIFORM  SERVICES 

\  WHOLE  LOT  LESS. 


at  Boeing  we're  always  trying  to  find  ways  to  improve.  You  might  say  it's  part  of  the  culture  around  here." 
Berard  of  Boeing.  "Well,  ARAMARK  came  in  with  a  spun  very  much  like  our  own.  They  spent  quite  a  hit  oj  time 
[  to  employees  about  their  uniforms.  And  the  solution  we  uncovered  together,  using  fewer  uniforms,  was  right  on 
They  are  now  handed  out  as  they  are  needed.  Simple.  Smarter  than  lockers  lull  of  more  uniforms  than  we'd  ever  need, 
u  know,  I  consider  Randy  and  everyone  at  ARAMARK  to  be  part  of  the  team.  It's  a  relationship  that's  matured 
te  years.  And  along  with  our  uniforms,  they  also  handle  our  dining  and  vending  services.  I've  come  to  realize  that 
ike  on  our  goals  and  expectations  as  their  own."  Do  less.  You'll  only  hear  that  at  ARAMARK  after  we've  spent  more 
iggiitg.  More  time  trying  new  ideas.  In  the  case  of  Boeing,  doing  less  was  right  for  Boeing.  And  Keiko  has  proof. 
1ARK  reduced  inventory  40%.  Cut  costs  15%.  And  were  embraced  by  our  employees  100%." 

RSE  THERE'S  MORE  TO  TELL  ABOU'I  UNLIMITED  PARTNERSHIP.  PLEASE  CAI  I  1  -800- ARAM  ARK.  Managed  Services,  Managed  Better. 
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called  dstn,  and  active  ma- 
trix, also  called  tft.  The  lat- 
ter is  brighter  and  has  richer 
colors— and  commands  a  rich- 
er price. 

Midpriced  laptops,  costing 
about  $3,000,  come  with  11.3- 
to  11.8-inch  passive-matrix 
displays.  The  most  expensive 
laptops,  costing  $5,000  to 
$8,000,  have  larger,  12-in.-plus 
active-matrix  screens.  One  ad- 
vantage of  choosing  a  larger 
display  is  that  these  porta- 
bles can  double  as  office  ma- 
chines without  the  need  for 
an  external  monitor.  With  a 
12-in.  screen,  built-in  sound, 
and  1.3-gb  drive,  Compaq's 
highly  rated  lte  5300,  for  in- 
stance, is  just  as  versatile  as 
any  desktop.  It  commands  top 
dollar,  too:  a  steep  $6,398  as 
tested  (chart). 

LESS  STRAIN.  Active-matrix 
screens  are  more  easily 
viewed  in  strong  light  and 
work  well  for  customer  pre- 
sentations. Another  advan- 
tage: tft  screens  cause  less 
eyestrain  than  passive-matrix 
models  when  used  for  extend- 
ed periods.  While  tfts  are 
still  more  costly  than  dstns, 
the  premium  for  tft  is  nar- 
rowing. On  the  AST  Ascentia 
J,  an  active-matrix  display 
adds  just  $300  to  the  price.  ' 

But  the  screen  isn't  the 
only  consideration.  Pay  atten- 
tion to  the  pointing  device. 
How  easy  or  difficult  it  is  to 
work  these  pseudo-mice  will 
determine  how  user-friendly 
your  laptop  will  be.  Many 
makers,  such  as  Packard  Bell, 
NEC,  and  Canon,  have  adopted 
touchpad  cursor  controls — es- 
pecially for  top-of-the-line  ma- 
chines. A  better  choice  for 
heavy  text — editing  or  spread- 
sheet work — may  be  the  eras- 
er-like pointer  found  on  the 
Compaq  lte  5000,  IBM,  and 
Toshiba  laptops — or  the  opti- 
cal trackball  in  Dell  Comput- 
er's Latitude  XPi  notebooks. 
Both  technologies  provide 
more  precise  control. 

Another  thing  to  keep  in 


Some  Popular  Pentium  Notebooks 


RATING 
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For  more  information  see  www.maven.busmessweek.com 
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mind:  The  quality  of  pointers 
varies.  Make  sure  you're  com- 
fortable with  the  version  pro- 
vided. One  of  the  nice  touches 
in  Compaq's  new  Armada 
4100  series  and  the  WinBook 
Computer's  Winbook  fx  is  you 
can  choose  a  touchpad  or  a 
trackball. 

Here's  a  welcome  innova- 
tion: Dell  and  Texas  Instru- 
ments now  use  the  same  bat- 
teries across  generations  of 
notebooks.  The  idea  is  to 


share  the  cost  of  add-ons  or 
extra  parts  by  guaranteeing 
that  those  bought  today  can 
be  used  on  future  models. 
"Stability  is  key,"  says  Dell 
Vice-President  Jon  Sedmak. 
"Corporate  customers  are 
looking  for  continuity."  Dell 
also  uses  the  same  docking 
station  for  all  models.  Sedmak 
says  half  of  notebook  cus- 
tomers now  purchase  a  dock- 
ing station,  a  device  that  helps 
a  laptop  work  in  the  office  as 


well  as  on  the  road.  The 
puter  snaps  into  the 
which  has  all  the  connec 
for  a  local-area  network,  ] 
er  port,  and  so  on. 

For  the  best  perform 
get  a  docking  station  wit 
speedy  PCI  "bus"  used  in 
desktops.  Also,  consider 
If  you  choose  a  laptop,  w 
large  screen  and  plent 
disk  storage,  the  only  1 
you  need  is  an  inexpei 
"port  replicator"  with  an 


!f  your  laptop  is  your  traveling  office,  you  can't  afford  to  have  your  machine  break  down.  Pay  for  a  service  contract 
a  courier  pickup  and  replacement  option  so  you  won't  be  out  of  business. 
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A  few  examples: 

typos  and  corrects  spelling,  remembers  your  appoint- 
ments and  schedules  your  meetings.  Microsoft  Internet 
Explorer  3.0,  on  your  Windows'  95  desktop,  goes  to  the 
front  of  the  line  for  you  at  the  ticket  office  or  the  airlines, 
and  snoops  around  the  world  for  the  title  of  that  Pulitzer 
Prize-winning  novel  from  1959  you  can't  remember. 
Microsoft  Bookshelf  helps  you  do  your  research  and 
cross-referencing  and  looks  up  the  meaning  of  the  word 
sesquipedalian  and,  in  a  nice,  friendly  voice,  tells  you  how 
to  pronounce  it.  Microsoft  Money  balances  your  check- 
book, double-checks  your  bank's  math  and  runs  all 
the  figures  to  see  if  refinancing  is  a  good  idea  or  not. 
Microsoft  software  will  handle  all  your  mindless  busywork. 
Unless,  of  course,  you  like  that  sort  of  thing. 


Microsoft 


Where  do  you  want  to  go  today? 


©1996  Microsoft  Corporation  Alt  nghls  reserved.  Microsoft.  Windows. 
Where  do  you  want  to  go  today-5  and  other  product  names  referenced 
herein  are  registered  trademarks  ot  trademarks  ol  Microsoft  Corporation 
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Laptops 


THE  ADAPTABLE  ADD-ONS 


STATION  STABILITY: 

Dell  and  TI  (below) 
aim  for  docking 
inn  fx  that  can  be 
used  with  all  model* 


emet  card  to  link  your  laptop 
to  the  company  network. 

Since  its  return  to  laptops 
in  1994,  Dell  has  been  ag- 
gressive on  price.  It  offers 
12-in.  active-matrix  screens 
and  133-Mhz  Pentium  chips 
in  its  lower-priced  Latitude 
LM  line,  which  includes  a 
$3,000  multimedia  notebook. 
Low  price  and  advanced  fea- 


PORTABLE  CD-ROM: 

Panasonic  sells  a 
quad-speed  add-on 
for  more  affordable 
laptop  multimedia 

tures  helped  make  Dell's  Lat- 
itude lm  P133ST  the  top- 
ranked  machine  in  tests  by 
the  NSTL/McGraw-Hill. 

Texas  Instruments'  surge 
to  No.  3  in  portables  reflects 
another  change.  In  a  market 
where  unit  sales  are  expected 
to  grow  25%  this  year,  hav- 
ing multiple,  broad  product 
lines  is  important,  ti  has 


BATTERIES  NOT 
INCLUDED:  There's 
now  a  market  for 
battery  replacements 
that  sell  at 
a  big 
discount 


greatly  expanded  its  Extensa 
line.  These  machines,  tailored 
to  small-  and  midsize  busi- 
nesses, include  the  Extensa 
570  cdt,  which  uses  the  older 
100-Mhz  Pentium  chip  but 
was  ranked  as  highly  as  some 
133-Mhz  machines  by  nstl. 

The  market  is  also  de- 
manding designs  that  accom- 
modate upgrades,  the  way 


desktops  do.  Most  la] 
now  have  a  modular  ' 
design  that  can  take  a  I 
drive,  CD  drive,  or  extr: 
tery.  An  aftermarke 
emerging  to  fill  those 
Think  your  PC  n 
charges  too  much  for  a 
battery?  Consider  comp 
such  as  Port  in  Nor 
Conn.,  which  sells  not< 
batteries  for  about  209i 
than  the  manufact 
charge.  Battery  replacei 
for  the  ThinkPad  cost 
vs.  $130  for  the  IBM  pr 
in  stores.  Can't  afford  £ 
multimedia  machine?  ] 
sonic  sells  an  add-on  i 
speed  cd-rom  drive  for 
With  the  proliferating 
petition  in  notebooks,  e 
to  see  a  lot  of  new  1 
staring  up  from  those  ai 
seat  trays.  It  hasn't  rei 
gasoline-war  proportii 
with  free  glasses  with  i 
fill-up.  But  a  leaf-blowei 
bad.  Gary  McWih 


LAPTOPS  FOR  H0MEB0DIES-N0T  JUST  GLOBE-TROTTERS 


Ever  since  suitcase-size  mobile 
computers  appeared  a  decade 
ago,  portables  have  been  de- 
signed as  traveling  offices  for  white- 
collar  workers.  But  now  the  multi- 
media punch  of  these  mobile 
machines  and  their  lower  prices  are 
luring  an  entirely  new  audience: 
home-PC  buyers,  students,  and  small 
business  owners. 

Increasingly,  such  buyers  are  opt- 
ing for  the  space  savings,  and  not 
just  their  portability.  Ellen  Miller,  a 
marketing  consultant  who  some- 
times works  out  of  her  Dallas  home, 
is  the  proud  owner  of  two  laptops: 
one  for  her  and  one  for  her  teenage 
daughter.  "She  likes  the  smaller 
footprint  and  the  fact  it  can  be 
moved  around"  from  room  to  room, 
says  Miller. 

THROUGH  THE  CHAINS.  PC  makers 
are  responding  to  customers  like 
Miller.  Toshiba  America  Information 
Systems  started  in  1993,  when  it  be- 
gan targeting  home-office  workers 
and  small  businesses  by  selling  some 
models  through  such  chains  as  Best 


Buy.  It  now  sells  everything  from 
the  entry-priced  Satellite  to  the 
midpriced  Satellite  Pro  through 
electronics  superstores. 

This  fall,  Toshiba  laptops  have 
plenty  of  company  on  the  shelf. 
There  are  $2,000-to-$3,000  multime- 
dia portables  from  IBM  and  Texas  In- 
struments. And  laptop-market  new- 
comers Acer  America  and  Fujitsu  PC 
are  aiming  their  models — the  sleek 
AcerNote  Light  Multimedia  and  the 
stylish  Milan,  respec- 
tively—at both  busi-  £SE2?55 
nesses  and  consumers  iqoO:  AUDIO 
right  off  the  bat.  MIGHT 

Compaq  Computer 
seems  to  be  making 
the  biggest  move, 
though.  Unlike  other 
PC  makers  that  simply 
funnel  business  models 
into  consumer  channels, 
it  has  created  a  new  se- 
ries of  laptops  for 
its  Presario  home- 
PC  line:  the  Presario  ^ 
1000  series.  Sold  ex- 


clusively through  consumer-electro 
ics  stores,  these  three  machines 
share  the  familiar  high-quality  aud 
and  video  features  of  Presario  desl 
top  PCs.  They  also  come  with  tradi 
tional  home-PC  programs  such  as 
Quicken  se  finance  and  the  signup 
software  for  America  Online. 
A  ROUNDED  LOOK.  To  further  disti 
guish  these  machines  from  their 
business  models,  Compaq  has  give 
them  the  rounded  look  of  a  home 
stereo.  They  have  built-in  stereo 
speakers  and  a  power  amplifier  an 
equalizer.  They  also  come  with  12( 
Mhz  or  133-Mhz  Pentium 
chips  as  well  as  a  built-in 
33.6  kilobit-per-second  mo- 
dem. Prices  range  from 
$2,500  to  $4,000. 

Soon  you,  too,  may  be 
lugging  your  laptop  all  i. 
way  from  the  home  of- 
fice to  the  living 
room.  Sure  beats 
the  dash  throu§ 
the  airport. 
Gary  McWilliai 


>ur  Business  Is  Helping  Y)urs 
lake  The  Competition  Wish 

They  Weren't. 

To  win  in  todays  marketplace, 
you  cant  afford  to  make  a  wrong  move. 
You  need  to  think  ahead.  And  when 
you're  looking  to  come  up  with  new 
and  smarter  ways  of  providing  real 
value  to  your  customers,  we  can  give 
you  that  competitive  edge. 

Like  helping  a  health  a  nd  fitness 
equipment  company  acquire  the  needed 
capital  to  service  seasonal  peak  activity 
and  long-term  growth  plans.  Or  helping 
ng  international  airport  work  with  local  govern  ment  agencies  to  make  their  transportation  systems  state  of  the  art. 
At  GE  Capital  Services,  were  26  diversified  businesses.  And  each  one  is  dedicated  to  developing  and  delivering 
jp  and  services  that  make  sure  you  stay  ahead  of  the  game.  If  you  re  looking  to  become  more  competitive,  call 
243-2222  today.  It's  a  smart  move. 

GE  Capital  Services 

Our  Business  Is  Helping  Yours 


AMERICOM   •   AUTO  FINANCIAL  SERVICES  •   AVIATION  SERVICES  •   COMMERCIAL  EQUIPMENT  FINANCING   •   COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •  FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  •  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 
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Printers 


COLOR  PRINTERS 
FOR  A  LOT  LESS  GREEN 


Snazzy  graphics  for 
presentations 
require  color-and 
don't  forget  the  kids 


You've  finally  hacked  your 
way  through  the  thicket 
of  jargon  and  specs  to 
figure  out  which  com- 
puter to  buy.  Huge  sigh  of  re- 
lief. But  now  you  face  another 
decision:  picking  a  printer. 
Fortunately,  top-rated  print- 
ers are  fewer  in  number  and 
more  clearly  defined  by  fea- 
ture. Once  you've  figured  out 
how  you  intend  to  use  your 


printer,  choosing  from  among 
a  few  leading  options  should 
be  fairly  easy. 

The  big  news  in  printers 
is  color,  specifically  low-cost 
color  inkjet  models.  Only  a 
few  years  ago,  buyers  of 
home  and  home-office  PCs  had 
to  use  either  a  noisy  dot- 
matrix  printer  or  a  poky 
black-and-white  inkjet.  The 
alternative  was  to  swallow 
hard  and  plunk  down  nearly 
$700  for  a  low-end  laser 
printer,  such  as  Hewlett- 
Packard's  LaserJet  4L.  Now, 
the  market  is  flooded  with 


$200  color  inkjets  that  print 
text  at  reasonable  speeds  of 
three  to  five  pages  per 
minute  and  produce  color 
images  that  hold  their  own 
against  output  from  machines 
costing  10  times  as  much. 

Why  the  emphasis  on  col- 
or? Color  displays  are  now 
ubiquitous  in  personal  com- 
puters— even  laptops.  Pro- 
grams that  let  you  create 
snazzy  graphics  and  presen- 
tations are  becoming  indis- 

A  VOLUME  MATTER 

The  printer  you  want 
depends  largely  on  how 


pensable  business  to 
a  growing  number  c 
use  PCs  for  digital  ir 
capturing  photos  wi 
ners  or  shooting  w 
tal  cameras,  mani 
the  images  on  a  c( 
and  incorporating  tl 
documents  (page  16: 

But  the  biggest  r< 
color  output  is  c 
Home  PCs  now  let  k 
pictures,  design  in 
shirt  images,  and 
greeting  cards.  Yoi 
love  to  work  with 
and  graphics  softw; 
not  being  able  to  p 
their  creations  in  c 
be  a  big  disappointn 

So  for  the  family  I 
the  choice  is  simple: 
peace  in  the  family, 
color  for  the  kids.  1 
worthwhile  to  buy 
inkjet  if  you're  usin£ 


9  fbi^y  yoyj  >;t  Uave 

things  in  life  are  so  extraordinary,  words  just  can't  describe  them, 
j  first  fistful  of  cold,  hard  cash.  Or  like  the  GATEWAY  2000® 
ion™  Big  Screen  PC.  It's  a  combination  of  two  familiar  products 
:levision  and  the  personal  computer  —  but  the  results  are  startling. 
;  to  see  it.  Then  you'll  know  what  we  mean, 
ience  Destination  at  these  selected  stores: 
Nobody  Beats  the  Wiz  CompUSA 


GATEWAY2QOO 


PENTIUM  PRO 


IBSSSf         "You've  got  a  friend  in  the  business.  ® 

8  0  0  -  G  A  T  E  W  A  Y 

http://www.gw2k.com/destination 


Gateway  2000,  Inc  GATEWAY  2000.  "G"  logo  and  "You've  gol  a  fnend  in  the  business"  slogan  are  registered  trademarks,  and  Destination  is  a  trademark  of  Gateway  2000,  Inc.  The  Intel  Inside  Logo  and  Intel  are  registered  trademarks 
of  Intel  Corporation-  All  other  brands  and  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  Many  Gateway  2000  products  are  custom  engineered  to  Gateway  2000  specifications, 
which  may  vary  from  the  retail  versions  of  the  software  and/or  hardware  in  functionality,  performance  or  compatibility. 
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Printers 


PC  for  after-hours  work  or  a 
home-based  business?  It  de- 
pends on  how  much  printing 
you  do  each  month.  Once,  us- 
ing a  color  inkjet  printer  for 
routine  text  meant  tediously 
slow  performance.  Now,  many 
inkjets  nearly  keep  pace  with 
low-end  lasers. 

But  lasers  have  also  got- 
ten less  expensive,  and  they 
still  can't  be  beat  if  you  need 
fast,  high-volume  printing 
without  color.  The  bottom 
line:  If  you  print  hundreds  of 
pages  of  text  per  month,  a 
laser  printer  will  pay  for  it- 
self because  they  cost  about 
1?  to  20  per  page  less  than 
monochrome  inkjet  printing. 
But  if  you  print  only  a  few 
dozen  pages  per  month,  the 
increased  flexibility  and  fun 
of  a  color  inkjet  is  probably 
worth  the  time  and  money. 
MUDDY  VIEW.  For  business 
use,  one  category  to  avoid  is 
that  of  entiy-level  color  inkjet 
printers,  which  usually  cost 
less  than  $200.  Examples:  the 
$179  Canon  bjc-240,  $189  Ep- 
son Stylus  Color  200,  $199 
Hewlett-Packard  DeskJet 


400,  and  $200  Lexmark  Color 
Jetprinter  1020.  Unlike  more 
expensive  models,  which  have 
two  print  heads  (one  for 
black  ink  and  another  for  the 
three  process  colors),  these 
devices  have  only  one.  This 
means  that  you  have  to  swap 
ink  cartridges  to  go  from  col- 
or graphics  to  text,  or  settle 
for  a  muddy  "composite" 
black  made  by  combining  the 
other  three  inks. 

The  next  step  up  is  the 
midrange  part  of  the  market, 
where  you'll  find  a  choice  of 
two-headed  models  that  retail 
for  $250  to  $500.  At  the  low 
end  of  the  price  range,  the 
$279  Canon  bjc-4200,  $399 
Lexmark  Color  Jetprinter 
2070,  and  $289  Epson  Stylus 
Color  500  offer  comparable 
features  and  performance.  All 
print  one  or  two  color  pages 
per  minute  (ppm).  The  Canon 
and  Lexmark,  which  work 
only  with  pes  running  Mi- 
crosoft Windows,  print  in 
black  ink  at  5  ppm  and  7 
ppm,  respectively.  The  Epson 
prints  4  ppm,  boasts  higher 
resolution  (720  by  720  dots 


per  inch  vs.  720  by  360  dpi 
for  the  Canon  and  600  by  600 
dpi  for  the  Lexmark)  and  also 
works  with  Apple,  Macintosh- 
es. Hewlett-Packard's  $330 
Windows-only  DeskJet  682C 
costs  more  and  has  lower  res- 
olution, but  is  faster:  1.5  ppm 
color  and  5  ppm  black.  Okida- 
ta's  $269  Okilet  2010  is  the 
slowest  in  this  class,  with  a 
rated  speed  of  3  ppm  in  black 
and  0.25  to  0.5  ppm  for  color, 
according  to  an  evaluation  of 
midrange  inkjets  performed 

for  BUSINESS  WEEK  by  NSTL. 

If  you're  willing  to  spend  a 
little  more,  you  can  buy 
printers  that  are  faster, 
sharper,  or  both,  hp's  $399 
DeskJet  820Cse  and  $500 
DeskJet  870C  both  print 
4  ppm  in  color  and,  respec- 
tively, 6.5  ppm  and  8  ppm  in 
black.  Other  machines,  such 
as  the  $379  Apple  Color 
Style  Writer  2500  or  the  $799 
Epson  Stylus  Pro  offer  rich 
color  images.  The  Epson  Sty- 
lus Pro  is  pricey  but  offers 
near  photographic  images,  ac- 
cording to  NSTL. 

If  you  are  planning  to  do 


PUTTING  IT  DOWN  ON  PAPE 
SOME  POPULAR  PRINTERS 


OVERALL 
RATING 

5.5 


5.1 


4.6 


4.6 


3.2 


MANUFACTURER  AND  MODEL/ 
PRICE 

EPSON 
STYLUS  PRO 

$799 

HEWLETT-PACKARD 
DESKJET  820Cse 

$399 

0KIDATA  0KIJET  2010 

$499 


CONFIGURATION 


LEXMARK  COLOR 
JETPRINTER  2070 

$399 

APPLE 

STYLEWRITER  2500 

$379 


Maximum  resolution:  720  by  720  dpi. 
Speed:  text  at  3  ppm,  color,  1  ppm. 

Maximum  resolution:  300  by  300  dpi. 
Speed:  Up  to  6.5  ppm  for  text  and 
4  ppm  for  color. 

Maximum  resolution: 

600  by  300  dpi.  Speed:  text  at  3  ppm, 

color,  0.25  to  0.5  ppm. 

Maximum  resolution: 

600  by  600  dpi.  Speed:  text  at  7  ppm, 

color,  1  to  2  ppm. 

Maximum  resolution: 

720  by  360  dpi.  Speed:  5  ppm. 


COMMENTS 

The  price  is  high,  but  so  is  the 
quality:  Near  photographic 
color  images. 

The  color  inkjet  printer 
performs  fastest  with 
Windows  95. 

Color  and  graphics  out- 
put is  well  defined,  but 
color  printing  is  slow. 

A  well-rounded,  affordable 
home  printer. 


This  inkjet  printer  has  a  100- 
sheet  paper  tray  and  a 
CD-ROM  full  of  clip  art,  fonts, 
and  other  publishing  software. 


For  more  information,  see  www.maven.businessweek.com 


a  great  deal  of  printini 
don't  require  color,  e 
level  laser  printers  r< 
an  attractive  option. 
$499  NEC  SuperScrip' 
offers  a  crisp  8-ppm  oi 
Other  strong  players  ii 
category  include  the  $4 
LaserJet  5L  Xtra,  $379 
sonic  KX-P6T00,  $399  Bi 
hl-730,  and  $299  OP 
OkiPage  4w. 
UPGRADING?  Another  cl 
products  to  consider  ai 
called  multifunction  d< 
that  combine  printing 
other  functions  such  as 
ning,  faxing,  and  digita 
tocopying.  Some  critics 
these  multifunction  devic 
limiting  flexibility — if 
want  to  upgrade  your  p: 
you  have  to  toss  out 
fax  machine  and  scanr 
well — but  for  many  p 
setting  up  a  small  < 
they're  a  cost-effective 
tion.  Two  popular  mult 
tion  devices,  the  $599  i 
ficeJet  350  and  $549  ] 
Document  WorkCentei 
are  built  around  monocl 
inkjet  technology,  whil 
$599  Canon  MultiPass  ' 
features  color. 

One  caveat:  These  ja 
all  trades  are  truly  m: 
of  none.  They  can't  pe 
as  well  as  the  best  stand 
printers,  fax  machine 
scanners.  But  if  you  use 
of  these  capabilities  on 
casionally,  you  may  be  \ 
to  sacrifice  quality  in  fa 
savings  and  convenience 

When  you  come  do^ 
it,  buying  a  printer  isi 
that  complicated.  If  j 
starting  from  scratch,  o 
er  a  color  multifunctio 
vice  or  both  a  low-end 
inkjet  and  a  monoch 
multifunction.  If  you 
only  a  single  printer 
meets  all  your  needs, 
four-color  inkjet  with  a 
rating  that  matches  you 
ume  needs.  And  if  you  e 
to  print  a  lot  of  text, 
black-and-white  laser  ] 
er — and  maybe  some  si 
color  inkjet — to  save  tim 
money,  and  keep  your 
happy.         Andy  Rein 


A  global  computer 
company  had  to  initiate 
and  receive  payments 
in  over  25  different 
countries  and  currencies. 
Our  automated  cash 
management  systems 
enabled  them  to  manage 
their  payments 
electronically  and 
instantaneously 
access  their  account 
information  on  a 
worldwide  basis. 
The  result:  More 
streamlined,  efficient 
treasury  operations  - 
and  more  time  to  focus 
on  the  big  issues. 


Automated  Treasury  Solutions 
For  A  Global  Computer  Company 


( Now  They  Can  Focus  On  The  Big  Picture) 


a 


Bank  of  America 


Our  client  had  the  benefit  of  a  team  of 
specialists  in  global  cash  management,  electronic 
commerce,  and  the  high  technology  industry  . 
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Net  Cruisers 


SURFING  THE  WEB 
FROM  YOUR  SOFA 


New  gizmos  can 
make  cyberspace 
a  family  experience 

After  Maurice  Speaks 
helps  his  8-year-old 
daughter  research  a  his- 
tory assignment  on  the  Civil 
War  for  her  third-grade  class, 
the  family  settles  in  for  an 
electronic  version  of  the  word 
game  Hangman.  The  Speak- 
ses,  who  have  spent  three 
months  testing  an  Internet 
service  called  On-TV,  are 
among  the  first  Americans  to 
do  what  the  experts  say  mil- 
lions of  us  will  do  in  a  few 
years:  cruise  the  World  Wide 
Web  from  the  comfort  of  our 
living-room  couches.  "We  can 
all  sit  and  enjoy  this  as  a 
family,"  says  Speaks. 

When  it  comes  to  select- 
ing a  vehicle  for  bringing 
people  to  the  Information 
Highway,  the  personal  com- 
puter is  still  king  of  the  road. 


REMOTE  CONTROL 

Sony's  Web  cruiser,  which 
lists  for  $349,  plugs  into  a 
phone  line  and  your  TV 

what  the  Speakses  are  doing. 

With  such  a  wide  variety 
of  products,  though,  where 
do  you  begin?  If  you'd  like 
to  roam  the  Internet  with 
the  family  but  still  want  a 
full-blown  personal  comput- 
er, then  you  might  consider 
shelling  out  from  $3,000  to 
$4,500  for  a  pc/tv  setup.  So 
far,  Gateway  2000  has  one  of 
the  few  hybrid  machines 
available,  but  other  PC  mak- 
ers are  developing  similar  de- 
vices. What  you  get  with 
Gateway's  Destination  is  a 
Pentium  PC  fitted  with  a  31- 
inch  monitor  and  a  graphics 
card  that  doubles  as  a  tv 
tuner.  To  watch  regular  TV 
programming,  you  simply  hit 
the  TV  button  on  the  remote. 

If  you  don't  want  to  in- 
vest in  a  new  PC  but  would 
like  to  try  cybercruising 
from  the  sofa,  you  have  a 
choice  of  add-ons:  Set-top  TV 
boxes  that  work  with  exist- 
ing tvs,  Internet-ready  TVs, 
and  game  players.  Con- 
sumer-electronics companies 
such  as  Samsung,  Zenith, 
and  Mitsubishi  plan  to  mar- 
ket Internet-ready  sets  over 
the  next  few  months.  They'll 
be  priced  $250  to  $350  high- 


But  the  PC  is  an  individual 
tool — not  conducive  to  a  fam- 
ily experience.  This  holiday 
season,  however,  retailers  will 
have  the  first  products — hy- 
brid pc/tvs,  Internet-ready 
tvs,  and  Net-connected  game 
players — that  will  make  it 
possible  for  any  family  to  do 


WHICH  WAY 
TO  THE  l-WAY? 


A  sampling  of  Net  cruisers 

PC/TV  The  living  room  of  the  future?  These  hybrids 
combine  home  PCs  with  31-in.  TV  monitors.  Gateway 
2000  was  first,  but  IBM  and  Compaq  are  working  on 
similar  products.  Prices:  $3,000  to  $4,500. 

GAME  MACHINES  Apple's  Pippin  (not  yet  in  stores) 
plays  CD-ROM  games  and  can  cruise  the  Net.  So  can 
Sega's  Saturn,  with  a  special  Web  cartridge.  Prices: 
$199  to  $599. 


INTERNET  TVS  Sony  and  Philips  are  first  with  boxes 
to  convert  regular  sets  into  Web  cruisers.  The  add-ons 
are  available  for  $325  to  $350  this  year.  Expect  to  see 
Web-ready  TVs  next  year. 


er  than  regular  televi 
Sony  Corp.  and  P 
Consumer  Electronics 
selling  Web-cruising  st 
boxes  developed  by  st 
WebTV  Networks.  They 
directly  into  a  telephon 
and  either  a  TV  or  a 
The  Sony  box  lists  for 
while  the  Philips'  Magi 
unit  carries  a  $329 
price  tag.  Analysts  e: 
those  prices  to  quickly 
to  below  $300. 
GAMER  GOODIES.  On  O 
Sega  Enterprises  Ltd. 
to  introduce  its  Sega  S 
Net  Link,  a  $199  cart 
that  includes  a  moden 
snaps  into  the  back  i 
Sega  Saturn  game  coi 
Meanwhile,  the  Pippin 
player,  designed  by  1 
Computer  Inc.  and  bu: 
Japan's  Bandai,  is  exp 
to  become  available  late 
year  in  the  U.  S.  starti 
$599.  One  thing  to  be  £ 
of,  however:  Game  play 
particularly  the  Sega  i 
are  geared  toward  teen: 
The  interface  design, 
way  cool  for  teens,  mi 
all  wrong  for  junio 
grandma. 

That's  why  Sega  is 
cussing  with  startup  Vie 
America  a  deal  to  bundl 
tv  with  the  Sega  S; 
game  machine.  Indeed, 
Internet  TVs  and  set-top 
es  come  bundled  with 
Net  services  as  WebTV  c 
tv.  These  services  make 
ing  the  Net  as  easy  as  s^ 
ing  TV  channels,  but 
aren't  free.  WebTV's  Int 
service,  for  example,  is  \ 
a  month  for  unlimited  ai 
Remember,  if  you  bu 
of  these  products  now 
will  be  among  the  pior 
It's  unclear  at  this 
which  type  of  living- 
cruiser,  if  any,  will  i 
catch  on.  But  if  you're 
fortable  with  being  ir 
vanguard  and  you're 
of  hunching  over 
pc  screen,  lean  back  an 
joy  a  cybercruise  wit! 
family.  Ira  Sager  and  . 
Elstrom 


INTRODUCING 
CONFIGURABLE 
NETWORK 
COMPUTING. 

A  SOFTWARE  TECHNOLOGY 

SO  TRANSPARENT, 
YOU  CAN  SEE  THE  FUTURE 
THROUGH  IT. 


otect  your  mission-critical  software  investment  from  the  inevitable  technology  and  business 
anges  of  tomorrow  with  Configurable  Network  Computing,  "  or  CNC.  Available  only 
J.D.  Edwards  OneWorld"  software,  CNC's  distributed  object  technology  is  flexible 
ough  to  partition  and  redistribute  your  applications  across  current  and  emerging  industry 
indards,  without  the  time-consuming  programming  required  by  traditional  client/server 
stems.  Today,  OneWorld  with  CNC  works  with  UNIX,  Windows  NT,  OS/400  and  MVS 
stems,  plus  the  leading  SQL  databases.  And  tomorrow,  who  knows?  Best  of  all,  it's 
jm  J.D.  Edwards,  a  leader  in  enterprise  solutions,  with  almost  4,000  customers  in  over 
I  countries.  For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


|.D.  Edwards  World  Source  Company.  1996  |  D  Edwards  is  a  registered  trademark  of  I  D  Edwards  Si  Company  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J  D  Edwards  World  Source  Company  OS/400 
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GET  WITH 
THE  PROGRAMS 


You  thought  buying  a  PC  was  tricky?  Try 
sifting  through  the  mountain  of  software 

So  you've  plunked  down  two  grand  on  a  nifty 
new  multimedia  PC  and  you're  ready  to  let  it 
change  your  life,  just  like  the  TV  commercial 
says.  But  after  a  few  days  of  playing  around 
with  the  handful  of  programs  ttiat  came  with  your 
Pentium-powered  beast,  you  discover  the  dirty  lit- 
tle secret  of  computer  buying:  The  box  is  only  the 
beginning.  Indeed,  you  may  have  agonized  over 
the  hardware  for  months,  but  it's  your  choice  of 


software  that  will  really  determine  the  utilih 
uselessness — of  your  new  PC.  Maybe  you 
more  powerful  productivity  tools  to  handle 
brought  home  from  the  office.  Or  perhaps 
crave  a  silicon  tutor  to  help  little  Johnnie  ac 
fractions  exam  (page  1^6).  But  even  if  you 
covet  a  few  games  to  put  those  snazzy  multm 
features  to  the  test  (page  150),  you'll  be  spen 
more  time  than  you  think  ferreting  out  soft, 
With  thousands  of  programs  to  choose  amc 
there  are  more  than  2,500  games  alone — it's 
difficult  to  know  where  to  start.  Here's  some 


HOME  OFFICE:  Sweet  deals 
on  software  'suites' 


For  all  the  variety  in  our 
lives,  when  it  comes  to 
computing,  we  all  need 
to  do  pretty  much  the  same 
things:  compose  documents, 
analyze  numbers,  and  keep 
track  of  names,  addresses, 
and  the  like. 

That's  why  the  starting 
point  for  any  home  PC  is  a 
good  "suite,"  a  bundle  of  ba- 
sic software  such  as  word 
processing,  spreadsheet,  and 
graphics  programs  designed 
to  work  together.  Most  PCs 
come  with  simple  all-in-one 


packages,  such  as  Microsoft 
Works  or  ClarisWorks.  But 
even  moderately  sophisticated 
users  may  quickly  outgrow 
such  programs.  High-end 
bundles,  on  the  other  hand, 
include  powerful  database 
programs  and  development 
tools  most  home  users  don't 
need.  Fortunately,  between 
the  extremes  are  packages 
that  suit  typical  needs. 

Whether  you're  a  profes- 
sional working  from  home,  a 
small-business  owner,  or  just 
a  hobbyist,  the  time  has  nev- 


er been  better  to  invest  in  a 
suite  to  help  you  do  every- 
thing from  create  a  product 
brochure  to  balance  the 
books.  After  years  of  run- 
away feature  wars,  software 
makers  are  focusing  on  ease 
of  use.  Competition  is  heat- 
ing up,  too,  bringing  prices 
way  down:  Software  makers 
are  offering  "upgrade"  prices 
as  low  as  $99  to  anyone 
trading  up  from  an  older 
version  of  the  suite — or  a 
competitor's.  They're  also 
throwing  in  extras  such  as 
Web  browsers  and  free  In- 
ternet time. 

NET  TIES.  Indeed,  the  latest 
round  of  suites  from  Mi- 
crosoft, Lotus,  and  Corel  fo- 
cus on  meshing  the  desktop 
with  the  Net.  First  out  was 
Corel,  which  shipped  Word- 
Perfect Suite  7  for  Windows 
95  in  May.  It  centers  around 
the  WordPerfect  word-pro- 
cessing program  and  includes 
the  QuattroPro  spreadsheet, 
Corel  graphics,  and  a  slew 
of  other  software.  There's 
also  a  copy  of  Netscape 
Communications'  Navigator 
2.01  browser  and  features 
that  make  it  a  snap  to  create 


documents  in  the  Wet 
pertext  markup  lan 
format  and  even  Su 
crosytems'  Java  lan£ 
The  price  for  first-time 
is  $395,  but  upgrade: 
just  $99. 

Likewise,  Lotus  an 
crosoft  are  planning  u] 
for  early  next  year.  Lc 
putting  finishing  toucl 
SmartSuite  97,  a  revair 
turing  Windows  95  ve 
of  the  1-2-3  spreadshet 
ganizer  personal  sell 
manager,  Word  Pro 
processing,  and  Fre< 
graphics  programs.  The 
is  $399.  Upgrades  are 
but  a  $50  rebate  puts 
on  par  with  Corel. 

The  blockbuster,  th 
is  likely  to  be  Microsof 
fice  97*.  Already  the  If 
office  suite,  Microsoft 
to  stay  ahead  with  imj 
ments  in  automated  he! 
Net  connectivity.  The 
dard  Office  97  packaj 
eludes  Microsoft's  pc 
Word,  Excel,  and  P 
Point  programs.  In  ad( 
Office  97  will  contain 
look,  a  combined  E-mai 
gram   and  personal- 


If  you  work  for  a  large  corporation,  check  with  your  employer  before  you  buy  a  copy  of  the  expensive  package  you 
at  the  office.  Under  some  corporate  license  agreements,  employees  are  allowed  to  use  the  same  software  at  home. 


Think  about  it. 
What's  waiting  inside? 


aside  your  laser  beam  printer,  plain  paper  fax  or  personal 
n  genuine  Canon  cartridges,  we've  not  only  included  all 
laging  system's  core  components  in  one  user-replaceable 
:'ve  also  improved  the  design  in  numerous  ways.  We've 
:  toner  finer,  for  higher  resolution  and  beautiful  halftones. 
;duced  the  number  of  parts  for  greater  reliability.  And 
nplified  the  construction  making  the  cartridge  smaller  and 
)  use.  For  the  best  possible  output,  we  do,  of  course, 
end  that  you  choose  a  Canon  printer,  fax  or  copier, 
at  least,  we  do  ask.  Is  the  cartridge  you're  using  designed 
le  with  Canon  quality  built  in  at  every  step?  Before  you 
nother  cartridge,  ask  yourself  what's  missing  inside. 


The  all-in-one  Canon  cartridge. 
The  genuine  choice. 


7\ 


turned  via: 


Laser  Beam  Printer 
LBP-465 


Personal  Copier 
PC720 


Fax  Laser  Class 
7000 


As  part  of  our  Clean  Earth  Campaign,  Canon  supports  leading 
environmental  organizations.  Used  cartridges  are  returned  under 
the  Clean  Earth  Campaign  via  UPS  or  MBE  in  the  U.S.  and 
Canada  Post  in  Canada.  Shipping  costs  are  paid  by  Canon,  so 
there's  no  charge  to  our  end  users.  Easy  shipping  instructions 
can  be  found  in  the  cartridge  box.  Pack  two  or  more  used 
cartridges  in  one  box  for  efficiency. 
For  derails,  call  1-300-962-2708  (in  USX) or  1-800-667-2666 


30-2,  Shimomaruko  3-chome.  Ohta-ku,  Tokyo  146,  Japan  ©1996  Canon  Inc. 
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group-information  manager 
and  scheduler,  and  the  In- 
ternet Explorer  browser. 

Office  97  also  borrows 
(and  refines)  the  idea  of 
"personal  assistants" — car- 
toon characters  that  provide 
helpful  tips — from  the  com- 
pany's ill-fated  Bob  graphi- 
cal user  interface.  The  Office 
97  upgrade  is  $249;  while  an 
upgrade  to  Office  Profes- 
sional, which  features  the 
Access  database  program 
and  works  with  a  new  mouse 
that  lets  you  do  things  such 
as  scroll  sideways,  is  $349. 

Of  course,  these  new  fea- 
tures have  a  price:  the  stan- 
dard edition  of  Office  97 
hogs  120  megabytes  of  hard- 
disk  space.  In  general,  you'll 
need  16  MB  of  memory  to 
properly  run  any  of  the  ma- 
jor suites.  But  look  at  it  this 
way:  A  good  suite  may  be 
the  only  software  package 
you  need.        Amy  Cortese 


BUNDLES 
OF  JOY 


PUBLISHER/PACKAGE 

CLARISWORKS  4.0 


COREL  WORDPERFECT 
SUITE  7 


LOTUS 

SMARTSUITE  97* 

MICROSOFT 
OFFICE  97* 

MICROSOFT 
HOME  ESSENTIALS 


*  Available  January,  1997 


PRICEt 

$49 


$99 


$149 


$249 


$84.95 


FEATURES 

Easy-to-use  home  suite 
requires  minimal  hard-drive 
space  and  processor  speed 

Combines  WordPerfect  word 
processor,  QuattroPro  spread- 
sheet, and  Corel  graphics 
programs 

Includes  1-2-3  spreadsheet, 
word  processor,  presentation 
graphics,  and  Internet  links 

Powerful  mix  of  Word,  Excel 
spreadsheet,  PowerPoint 
graphics,  and  Net  links 

Packages  Microsoft's  Works, 
Bookshelf,  Word,  and  Money 
programs  for  home  users 

tUpgrade  price 


KIDS'  SOFTWARE:  A  math, 
math,  math,  math  world 


■  t  was  many  years  ago,  but 
1 1  remember  the  scene 
I  well:  a  class  of  mildly  ter- 
rorized teenagers  being  scold- 
ed by  a  stony-faced  math 
teacher  who  might  have  been 
the  model  for  Professor 
Kingsfield  in  The  Paper 
Cluise.  I  survived  the  experi- 
ence, but  whatever  I  learned 
was  through  fear  and  intimi- 
dation rather  than  under- 


standing. A  different  teacher 
would  have  helped.  But  a 
computer  and  some  good 
math  software  might  have 
made  a  difference,  too. 

No  computer  program  can 
replace  a  good  teacher,  and 
parents  shouldn't  expect  soft- 
ware to  teach  kids  new  ma- 
terial. But  as  a  supplement 
to  classroom  instruction,  the 
new  math  programs  available 


for  the  home  market  do  al- 
low students  to  review  the 
basics  and  explore  mathe- 
matical concepts. 

How  to  choose?  If  you've 
got  a  young  child  new  to 
math,  Infinity  City  from 
Headbone  Interactive  is  ap- 
pealing. It  avoids  the  saccha- 
rine characters  that  populate 
most  young  kids'  programs 
in  favor  of  the  hipper  Giggle- 
bone  Gang.  Zack  the  cabbie, 
Bunji  the  frog,  Monkie-Sue, 
and  others  speed  tykes 
through  brightly  colored  ur- 
ban venues.  Be  forewarned, 
though-  The  program  is  billed 
for  ages  4  to  8,  but  a  6-year- 
old  pal  of  mine  pronounced  it 
"for  little  kids." 

More  serious  instruction, 
for  children  5  to  12,  is  of- 
fered by  Edmark  Corp.  in  its 
new  Mighty  Math  series  of 
cd-roms.  The  titles  for  older 
children  offer  helpful  ways 
for  kids  to  understand  frac- 
tions, probability,  and  geo- 
metry. Number  Heroes,  for 
instance,  allows  kids  to  shoot 


off  fireworks  in  diffen 
ors  and  formations  t 
trate  fractions.  Cosm: 
metry  boasts  stagg< 
beautiful  and  highly 
ulable  3-D  objects.  C 
may  construct  thei 
problems  in  "explore'1 
and  the  programs  allc 
ents  to  increase  the 
of  difficulty  as  new  cc 
are  mastered. 

Just  getting  the 
down  is  a  problem  fo] 
kids,  and  the  comput 
them  practice  multip 
and  division  on  thei 
without  fear  of  criticis 
of  the  best  programs 
ing  that  is  Mathblaste 
Davidson  &  Associates 
has  just  come  out  with 
dated  version,  Mega 
blaster  (for  Windows  9 
includes  a  second  dis 
tips  for  parents.  Some 
ers  disparage  its  " 
game"  drills,  but  mar 
teens  are  drawn  to 
blaster  and  get  posit 
inforcement  from  il 
10-year-old  girl  I  w 
playing  the  game  de 
in  moving  her  space 
ters,  enjoyed  racki 
points,  and  was  plea 
get  a  "certificate"  of  a 
ment  at  the  end  of  the 
GAME  SHOW.  For  kic 
like  more  open-endec 
games,  Math  Heads 
Theatrix  is  a  self-cons 
cool  program,  designe 
series  of  TV  contests  ki 
to  win  money  and  priz 
contestants  are  weir 
questions  wacky,  and 
year-old  friend  who 
Math  Heads  was  fixate 
ping  with  the  musi 
cheering  each  time 
swered  a  question  con 

Another"  game  that 
to  hold  the  kids'  inte 
The  Logical  Journey 
Zoombinis  from  Brod< 
Software  Inc.  Highly 
nal  in  both  graphics  ar 
cept,  The  Logical  J( 
requires  players  to  usi 


■2*7 


Davidson  &  Associates  has  just  come  out  with  an  updated  version  of  its  popular  Mathblaster  program,  called  Meg* 
Mathblaster  (for  Windows  95),  that  includes  a  second  disk  with  pointers  for  parents 
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Perhaps  now,  certain  luxury  cars 
will  start  referring  to  themselves  as  the 
Continental  Airlines  of  automobiles. 


J.D.  Power  and  Associates,  a  name  synonymous  with  automotive  excellence,  has  just  awarded  Continental  the  1996 
;quent  Flyer/J.D.  Power  and  Associates  Award  for  customer  satisfaction  as  best  airline  for  flights  500  miles  and  more. 

Quite  an  achievement,  considering  that  only  last  year  we  ranked  at  the  bottom.  But  we're  not  resting  on  our 
irels.  In  the  coming  year,  we  will  continue  to  do  the  things  that  we  believe  helped  us  reach  the  top.  Like  being  among 

the  best  in  the  business  at  getting  you  and  your  baggage  to  your  destination  on  time  to  all  of  our  180  worldwide 
stinations.  Providing  an  award-winning  frequent  flyer  program,  OnePass.SM  And  improving  our  in-flight  service  to 
include  such  quality  brands  as  Pete's  Wicked"  Pale  Ale  and  Brothers"  Foglifter"  Gourmet  Coffee.  All  of  which  we 
lieve  should  be  standard  features  on  any  great  airline.  For  reservations  just  call  your  travel  agent  or  1-800  52 3-FARE. 

Continental  pi 

More  airline  for  jour  money." 
Don'tforget  to  askfor  an  E-Ticket.  •   Visit  our  web  site  at  http://www.flycontinental.com 

Continental  Airlines  was  the  highest  ranked  airline  for  flights  500  miles  and  more  in  the  Frequent  Flyer/J.D  Power  and  Associates  1996  Domestic  Airline 
requent  Flyer  Satisfaction  Studys"  Study  conducted  among  frequent  airline  travelers  whc  completed  7066  individual  flight  evaluations.  ©  1996  Continental  Airlines,  Inc. 


Just  How  Worried  Are 

You  About  Choosing 
the  Right  Business  PC? 

Picking  a  PC  for  your  company  raises  a  lot 
of  questions.  Questions  that  we  can  answer. 
To  see  why  HP  PCs  make  good  business 
sense,  call  us  at  800-322-HPPC,  Ext.  1876.* 
Or  visit  http://www.hp.com/go/veetra. 
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skills  to  figure  out  how  to 
lead  the  odd  yet  endearing 
Zoombini  creatures  on  an 
elaborate  route  to  a  new 
homeland.  After  spending 
some  time  with  instructional 
programs,  kids  might  find  it 
fun  to  apply  the  skills 
they've  learned  in  the  world 
of  the  Zoombinis — and  ulti- 
mately, one  hopes,  in  the  real 
world.  Karen  Pennar 


INFINITY  CITY  (AGES  4-8)  HEADBONE  INTERAC- 
TIVE, $19.95  Snazzy  graphics  and  cool  char- 
acters introduce  numbers  and  shapes 

NUMBER  HEROES  (AGES  8-11)  EDMARK,  $39 

Superman-like  figures  teach  fractions, 
geometry,  and  probability 


MATH  HEADS  (AGES  10-14)  THEATRIX,  $25 

Kids  become  TV  personalities  who  pi; 
math  games  to  win  money  and  prizes 

THE  LOGICAL  JOURNEY  OF  THE 
ZOOMBINIS  (AGES  8-12)  BRODERBUND,  $2! 

A  riveting  game  using  logic  and  analy 


GAMES:  'Mom?  Dad?  Can  we 
have  the  computer  back?' 


Congratulations — you  are 
the  Demiurge,  who  over- 
sees heaven  and  hell. 
Think  of  yourself  as  the  city 
manager  of  the  hereafter. 
Your  job:  to  monitor  the  sins 
and  virtues  of  new  souls  so 
they  have  enough  karma  sta- 
tions, Limbo  bars,  and  proper 
housing,  like  hell's  "Tooth  or 
Dare"  building  jammed  with 
dentists.  The  trick:  to  run 
Hades  so  efficiently  you  get 
pennies  from  heaven.  But  be- 
ware of  the  chaos  when  hell 
freezes  over. 

Welcome  to  Afterlife,  one 
of  this  year's  hottest  new 
computer  games.  It's  among 
a  slew  of  new  cd-rom  titles 
that  don't  rely  on  the  typical 
twitch-and-trigger  formula — 
shoot,  kick,  or  bludgeon  the 
bad  guys.  These  games  that 
even  grownups  can  love  let 
you  do  everything  from  com- 
pete on  a  game  show  to 
sleuth  out  an  alien  conspira- 
cy. If  you  just  couldn't  get 
into  digital  gore,  now  is  the 
time  to  take  the  fun  plunge. 
You  won't  be  disappoint- 


ed. The  horsepower  of  Pen- 
tium PCs,  combined  with 
splashy  3-D  animation  and 
stereo  sound,  have  given  the 
latest  batch  of  games  a  rich, 
cinematic  look.  Siskel  and 
Ebert  would  give  some  of 
the  new  plots  a  thumbs-up, 
too.  Says  analyst  Peter 
Rogers  of  Bear  Stearns: 
"Historically,  90%  of  the 
market  was  10-  to  17-year- 
olds.  But  this  year  the  de- 
mographics could  explode." 
ALIEN  ADVENTURES.  A  top 
game  pick  remains  Myst,  a 
cd-rom  adventure  game  that 
has  already  sold  2.5  million 
copies.  This  $50  title,  pub- 
lished by  Broderbund  Soft- 
ware in  1993,  transports  you 
to  an  eerie  world  where  you 
must  unravel  puzzles  to  fig- 
ure out  a  mystery.  There  is 
no  combat,  no  dialogue,  just 
mind-wracking  clues.  Among 
the  gaggle  of  would-be  Myst 
killers:  Myst  II,  due  in  1997, 
and  Drowned  God:  Conspira- 
cy of  the  Ages,  a  cross  be- 
tween TV's  X-Files  and  Myst. 
Players  are  entangled  in  an 


alien  conspiracy  going  back 
50,000  years  that  touches  on 
everything  from  Atlantis  to 
the  assassination  of  jfk — all 
set  to  a  spooky  soundtrack. 
Developed  by  Epic  Multime- 
dia Group,  the  $50  game  will 
be  on  store  shelves  in  mid- 
November. 

If  you  prefer  your  adven- 
ture with  a  bit  of  whimsy, 
consider  The  Neverhood,  a 
$55  claymation  adventure  by 
DreamWorks  Interactive 
available  in  November.  Its 
hero  is  Klaymen,  a  goofy- 
looking  guy  you  move 
through  a  land  of  kooky  crea- 
tures and  mysterious  arti- 
facts. Three  tons  of  clay  were 
used  to  create  Neverhood,  a 
charming  but  downright 
weird  world.  And  there  are 
no  keystrokes  to  memorize; 
just  point  and  click. 

But  if  Myst-like  adventure 
games  bore  you  to  cyber- 
tears,  consider  the  humorous 
You  Don't  Know  Jack  from 


GAMES  FOR 
GROWNUPS 


GAME 

AFTERLIFE 
CIVILIZATION  II* 
DEADLY  TIDE* 

MONTY  PYTHON... HOLY  GRAIL 
THE  NEVERHOOD* 
SMART  GAMES  CHALLENGE  #1 
TRIPLE  PLAY  97* 
WARCRAFT  II 
YOU  DON'T  KNOW  JACK  II 

*No  Mac  version.  All  others  Windows  and  Mac  compatible 


Berkeley  Systems  I; 
uses  a  game-show  f 
akin  to  Jeopardy,  but 
host  whose  one-liners 
pass  muster  with  Jerrj 
feld.  Subject  categor: 
from  the  sage  to  the 
geous,  such  as  "Cold 
and  Other  Parts  of  th< 
Anatomy." 

And  what  of  the 
straightforward  shoot-' 
games?  A  promising  n 
tie  is  Deadly  Tide,  $ 
just  released  by  Mici 
The  graphics,  done  I 
same  artisans  who  w 
their  magic  on  TV's  Sec 
are  dazzling  and  the  t 
thick  in  this  underwat 
venture,  in  which  you 
26th  century  hydropilol 
ing  off  aquatic  aliens. 
cd-rom  disks  guarantee 
than  40  hours  of  gam< 
Then  again,  if  you  s 
half  this  stuff,  you  ms 
you're  lost  in  your  ow 
terlife."         Kathy  E 


PUBLISHER 

PRI 

LucasArts 

$4' 

MicroProse 

$5( 

Microsoft 

$5^ 

7th  Level 

$4< 

DreamWorks 

$5' 

Random  House 

$2! 

Electronic  Arts 

$5< 

Davidson 

$5( 

Berkeley 

$3( 

j^fS  |\  I     FREE  TO  PAGENET'  ALPHANUMERIC  CUSTOMERS  For  the  first  time,  CNN  news  is  being  broadcast  to  pagers. 

Cv   IPMPMI    lts  the  sme  award-winning  CNN  news  you  see  on  television  and  the  Internet.  World  and  national  news. 

Sports  headlines  and  updated  scores.  Wall  Street  news  and  market  reports.  Weather  forecasts,  news  from 
Hollywood  and  more.  The  difference  is,  the  news  comes  to  you  as  a  text  message  on  your  alphanumeric  pager.  It's  an  exclusive  ser- 
vice for  PageNet  customers,  free  when  you  sign  up  for  alphanumeric  paging  service.  So  call  now.  And  have  CNN  news  at  your  fingertips. 

NOW  CNN  GOES 

WHERFVQU  GO. 


i  Feature  Quality  Motorola  FLEX 
aducts  Which  Offer  The  Most 
vanced  Technology  In  Paging. 


Mm 


N    TOUCH    AND  INGENIOUS 


1 -800-PAGENET 

FIND  OUT  MORE  AT 

http://CNN.com 
htt p  //www  pagenet.com 
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he  people  in  the  Pyramid  are  working  for  you. 

I|  you've  been  .pending  a  lot  of  time  thinking  about  your  financial  future,  you  might  like  to  k 
you're  not  alone.  The  Transamenca  companies  offer  life  insurance,  annuities,  retirement  plans,  t 


mmmm 


m 

Iff  - 

IMIffi 


reverse  mortgages,  consumer  loans  and  other  products  to  make  living  for  today  and  planning 
lorrow  a  little  easier.  The  people  in  the  Pyramid  are  ready  to  help.  TRANSAMERICA 


www.transamenca.com 
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LET  YOUR  FINGERS 
DO  THE  WALKING 


More  PC  buyers  are 
turning  to  the  Net, 
mail  order-even 
door-to-door  reps 


■  f  you're  like  most  PC 
I  shoppers  this  holiday  sea- 
I  son,  it  won't  be  your  first 

■  time;  some  60%  of  home- 
PC  buyers  already  own  a  PC. 
And,  like  many  of  those  ex- 
perienced PC  owners,  you 
may  dread  the  ordeal  ahead: 
days  of  schlepping  from  store 
to  store,  searching  for  a  bar- 
gain— or  a  knowledgeable 
salesperson. 

Fortunately,  you  can  pre- 
vent headaches  and  save 
money  by  checking  into 
some  new  options.  Encour- 
aged by  a  growing  popula- 
tion of  PC-literate  shoppers, 
mail-order  houses  offer  more 
brands  than  ever.  Internet 
entrepreneurs  operate  online 
shops  and  PC  auctions. 
There's  even  an  outfit  in 
Texas  that  sells  door-to-door. 
"There  are  a  lot  more  choic- 
es than  most  people  know 
about,"  says  James  Taylor, 
senior  vice-president  at  Gate- 
way 2000  in  Sioux  Falls, 
S.  D.  Gateway,  for  example, 
now  has  showrooms  in  Char- 
lotte, N.  C,  and  New  Haven 
where  shoppers  can  try  mod- 
els before  phoning  in  their 
orders. 

NO  MYSTERY.  The  prolifera- 
tion of  direct-marketing  out- 
lets means  that  you  can 
choose  among  lots  of 
brands — not  just  the  Dells, 
Gateways,  and  Microns  that 
build  PCs  and  sell  through  the 
mail.  MicroSystems  Ware- 


house (800  660-3222)  and 
Computer  Discount  Ware- 
house (800  400-4CDW)  now 
carry  a  wider  selection  than 
most  retailers,  including  Com- 
paq Computer's  Presario  and 
IBM's  Aptiva. 

For  a  knowledgeable  buy- 
er, these  outlets  are  a  good 
choice:  You  save  a  bit  on 
price  and,  usually,  sales  tax. 
Telephone  salespeople  are 
often   better  informed 
than  those  in  a  retail 
store,  and  there's  no 
mystery  about  pricing: 
You  get  a  simple  list 
price,  period. 

The  Internet  is  an- 
other important  stop  for 
PC    shoppers.  Almost 
every  PC  maker  keeps  a 
Web  site  full  of  product 
information,  along  with 
lists  of  its  retailers.  Yoi 
can  also  buy  online  at 
sites  such  as  Cyberian 
Outpost  (www.cybout.com) 
and  necx  (www.necx.com). 
Both    offer    plenty  of 
deals — often  on  last  year's 
hot  models,  with  a  sprin- 
kling of  newer  fare  as  well. 
Prices  can  be  as  much  as 
20%  below  retail,  according 
to  Merrin  Information 
Services.  "There  are 


super  prices  across 
the  board,"  says  Sey- 
mour Merrin,  president 
of  the  market  research  firm. 
Some  stores  such  as  Dakco 
(www.Dakco.com),  lack  the 
graphics  and  product  infor- 
mation, but  Cyberian  and 
NECx  provide  clear  informa- 
tion and  pictures  of  most 
products — plus  handy  links 
to  accessories. 

If  you're  not  in  a  hurry 
and  you're  willing  to  go  for 


used  or  oddball  models 
one  of  the  latest  Web  ci 
the   online  auction, 
week,  ONSALE.com  offers 
ders  everything  from  P 
mouse  pads  at  substs 
bargains.  On  Oct.  18,  fc 
stance,  a  133-Mhz  IBM  A 
went  for  $1,480,  or  about 
below  retail.  Neophytes 
not   apply,  warns  ON 
President  Jerry  Kaplan, 
the  rest  of  us  should  ( 
PCs  like  we  order  pizza, 
get  the  lowest  price,  the 
selection,  and  it'll  be  ( 
ered  fresh." 
HUNDREDS  LESS.  For  I! 
timate  in  freshnes: 
course,  you  still 
beat  the  direct- 
keters  that  builc 
to  order.  Gateway, 
Computer,  and  M 
Electronics  usually 
]   top-of-the-line  confii 
tions  for  hundreds  o: 
lars  less  than  brands 
as    IBM,  Compaq, 
Hewlett-Packard.  Ai 
Pavilion  with  a  200 
Pentium  chip  and  1 
monitor  would 
$3,750  at  a  superst( 
Micron  machine 
similar  specs  goes 
$2,899. 
A  couple  of  caveats 
won't  get  as  much  free 
ware,  and  you  may  ha' 
pack  up  your  machirn 
pay  to  ship  it  ba 
there's  a  problem. 
The  direct- marketei 
so  on  the  Web.  Gati 
(www.gw2.com), 
(www.Dell.com), 
Micron  (wwi 
/  cron.com)  have 
_  ware  to  spec  ou 

 price  various  sys 

Just  click  thr 
the  options 
megabytes  of  m 
ry  rather  thar 
fancy  speakers — and  i 
stantly  calculates  the  pri 
Direct  marketing,  in  i 
permutations,  is  gainin 


Shop  by  configuration  rather  than  model:  Retailers  often  alter  computer  configurations  just  enough  to  make  it  diffic 
to  compare  prices  with  their  rivals.  To  make  matters  simpler,  decide  what  features  you  want  before  hitting  the  stores 


Know  Us  By 
Our  Relationships 


$502,500,000 

OLEAR 
CORPORATION 

Price  $33.50  Per  Share 
Lead  Manager 

Lehman  Brothers 


The  French  Republic 

has  sold  9,500,000 
Ordinary  Shares  in 

«w 

TOTAL 

m 

for  an  amount  of 
FFr  3,097  million 

Lead  Manager 

Lehman  brothers 


General  Motors 

has  spun-off  its  Electronic  Data 
Systems  unit  to  Class  "E" 
Shareholders 

Financial  Advisor 
to  General  Motors 

Lehman  Brothers 


$1,000,000,000 


European  Investment  Bank 


10-year  Global  Notes 
Joint  Bookrunner 

Lehman  Brothers 


DM  1,500,000,000 


Tennessee  Valley  Authority 


10-year  Global  Notes 
Lead  Manager 

Lehman  Brothers 


Singapore 
Telecom 


has  exchanged  a  50%  interest 
in  Yorkshire  Cable  Group  Limited 
for  84,458,000  new  Ordinary  Shares 
of  General  Cable  PLC 

Financial  Advisor 
to  Singapore  Telecom 

Lehman  Brothers 


With  145  years  of  experience,  Lehman  Brothers  is  one  of  the  world's  leading 
global  investment  banking  companies,  ranking  among  the  top  M&A  advisors  and 
underwriters  of  debt  and  equity  for  major  businesses  worldwide.  Whether  it's 
our  leadership  in  capital  markets,  our  relationships  with  major  companies  and 
governments,  or  our  experience  and  capabilities  in  products  and  markets 
globally,  businesses  and  investors  are  turning  to  Lehman  Brothers. 


Lehman  Brothers 

©19%  Lehman  Brothers  lnc    All  Rights  Reserved.  Member  SIPC. 


Fhink  of  it  as  the  most  important 
part  of  your  PC,  to  go. 


Presenting  Pilot,  the  easy  way  to  take  the 
important  personal  info  that's  on  your  PC 
with  you  wherever  you  go. 

Enter  addresses,  phone  numbers,  and 
appointments  just  once  —  on  your  Pilot  or 
your  PC.  Then  drop  Pilot  into  its  cradle  and  press  the  HotSync'"  button. 
That's  all  it  takes  to  keep  your  Pilot  and  PC  in  sync. 

Pilot  comes  complete  with  its  own  desktop  personal  information 
manager,  plus  everything  you  need  to  be  up  and  running  in  minutes. 
It's  also  compatible  with  the  Windows  software  you're  currently  using 
for  personal  information  management,  including  Lotus  Organizer, 
Scheduled  Now  Up-to-Date,  and  Sidekick  *  And  at  only  4.5"  tall,  5.5  oz, 
and  $299,  it  fits  any  pocket  and  pocketbook. 

To  learn  where  to  get  one,  call  1-800-881-7256.  To  arrange  a 
demo,  go  to  our  web  site,  http://www.usr.com/palm. 


pilot 


Hie  nmiierieil  organizer. 


Now  available  at  Circuit  City,  CompUSA,  Computer  City,  Egghead,  Office  Depot,  OfficeMax  and  Staples 


s  lor  third  party  desktop  PIM  software  must  be  purchased  separately  The  average  U  S,  street  price  lot  Pilot  1000,  complete  with  all  desktop  and  organizer  software,  docking  cradle  and  accessories  ©  1996  U  S  Robotics 
>  and  the  U  S  Robotics  logo  are  registered  trademarks  and  Pilot,  the  Pilot  logo  and  HotSync  are  trademarks  of  U  S  Robotics  and  its  subsidiaries  All  other  product  names  are  registered  ttademarks  of  their  respective  owners 


Mobotics 


U  S   W  E  B 


The  pen  is  mightier  than  the  sword.  However, 
could  it  be  possible  that  we're  on  the  verge  of  a 
communications  revolution  mightier  still? 

Allow  us  to  introduce  ourselves.  We're  USWeb. 
And  we'd  like  to  put  the  Web  to  work  for  your  busi- 
ness. But  first,  let's  take  a  look  at  the  place  where 
you'll  spend  the  rest  of  your  life:  namely,  The  Future. 

Unless  you've  been  living  under  a  rock— and  a 
modemless  rock  at  that— you  know  there's  a  revolu- 
tion going  on. The  media  are  converging.  Interactive 
graphics,  words,  sound,  even  video,  are  combining 
with  software  to  bring  the  online  world  alive.  The 
entire  globe  is  being  linked  in  a  vast  network  of 
instantaneous  communication. 

Furthermore,  it  is  our  belief  that  every  individual, 
business,  and  government  organization  will  eventu- 
ally be  represented  on  the  Web.  That's  where  we'll 
talk  to  each  other,  shop,  gather  information,  even 
register  our  cars.  (Imagine  never  standing  in  line  at 
the  DMV.  That's  progress.) 

Enter  USWeb.  Our  goal:  to  provide  everything  your 
company  needs  to  exploit  the  enormous  potential 
of  the  Web.  With  innovative  Internet  and  Intranet 
Web  site  development.  (Truth  is,  we've  created  more 
high-end  Web  sites  than  anyone.)  Carrier-grade 
hosting.  Marketing  expertise.  From  initial  needs 
analysis  through  continued  site  maintenance,  we 
cover  all  your  virtual  needs. 

We've  already  created  Web  sites  for  GTE,  Lucent 
Technologies  and  many  more  companies  just  like 
yours.  In  fact,  we're  a  national  organization  with 


offices  throughout  the  country  to  better  serve  your 
needs.  And,  with  strategic  alliances  formed  with 
Compaq,  Sun  Microsystems  and  BBN  Planet,  you 
can  rest  assured  that  no  matter  where  you  go  on 
the  Net,  we'll  be  there. 

To  learn  more  about  USWeb,  visit  our  Web  site  at 
wwiv.usiveb.eom//nfe.  Of  course,  if  you  still  find  a  pen 
more  handy,  jot  down  this  number:  1-888-USWEB-411 
Call  now  and  you'll  receive  a  free  guide  describing  how 
the  Web  can  transform  your  business.  We  look  forward 
to  giving  you  a  glimpse  of  the  future.  (Don't  count 
on  reading  about  it  in  the  papers.) 

USWeb.  Outfitters  to  the  World  Wide  Web'." 


on 


paper. 


how  quaint. 


0  1996  USWeb  Corporation  USWeb  and  Outfitters  to  the  World  Wide  Web  are  trademarks  of  USWeb  Corporation  All  other  company  and  product  names  are  registered  trademarks  or  trademarks  of  their  respective  holders 
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ckard  Bell  just  began 
sales  (800  554-6741). 
cer  (800  558-ACER) 
er  its  Aspire  models 
r  in  November.  Over- 
;aquest  says  that  di- 
ales  accounted  for 
)f  all  PC  shipments  in 
35,  but  rose  to  21% 
rch.  Meanwhile,  sales 
i  PC  dealers  and  su- 
es have  dropped  from 
29%  of  the  total  to 
vhile  sales  through 
lies  chains  went  from 
nearly  32%. 
WHELMING."  Even  new- 
e  buying  direct.  Con- 
Deirdre  Slattery,  a 

from  Hauppauge, 
Convinced  that  she 
to  join  the  PC  revo- 
Slattery  and  her  hus- 

hit  a  nearby 
SA — and  left  in  frus- 


tration. "It  was  overwhelm- 
ing. We  just  wandered 
around  aimlessly,"  she  says. 
On  a  friend's  advice,  they 
tried  Gateway  2000  (800  846- 
2000)  and  wound  up  buying 
a  $3,200  Pentium  133  that 
arrived  on  schedule  10  days 
later.  "We  don't  have  a  lot 
of  time  to  spend  in  stores," 
she  says,  "so  this  was  much 
easier  for  us." 

Still,  most  folks  like  to  see 
what  they're  getting.  So  80% 
of  home  computers  are 
bought  in  stores.  The  good 
news,  however,  is  that  be- 
cause there  are  so  many 
choices  for  buyers,  "retailers 
are  stumbling  all  over  them- 
selves for  customers  right 
now,"  says  Michael  D.  Cul- 
ver, general  manager  of  Acer 
America's  home-PC  division. 

One  result:  Dealers  are 


paying  more  attention  to 
training  their  sales  reps.  In  a 
survey  of  2,198  shoppers  by 
Dallas-based  Channel  Mar- 
keting, 64.2%  said  the  retail 
salespeople  were  extremely 
helpful.  Hal  Compton,  chief 
operating  officer  of  CompUSA, 
concedes  that  dealers  have  a 
way  to  go.  But,  having  in- 
vested millions  of  dollars  in 
training,  "we're  the  tallest 
pygmy  in  the  jungle,"  he 
says. 

DING-DONG.  One  area  where 
stores  still  excel  is  after-sale 
support.  These  days,  you'll 
wind  up  paying  more,  but 
you'll  have  more  options. 
Best  Buy  offers  a  host 
of  training  courses,  and 
CompUSA  will  deliver  and  in- 
stall your  PC  for  $69  and  in- 
stall 10  cd-rom  programs  for 
$29.  In  the  past  six  months, 


a  third  of  PC  buyers  have 
used  the  installation  service, 
says  ceo  James  Halpin. 

What  if  all  these  shopping 
methods  still  scare  the  devil 
out  of  you?  Stay  home  and 
wait  for  the  traveling  PC 
salesperson.  Hand  Technolo- 
gies, the  brainchild  of  An- 
drew Harris,  a  former  Dell 
executive,  has  begun  dis- 
patching sales  reps  from  its 
Austin  headquarters  to  hawk 
IBM  Aptivas  door-to-door. 
Hanis  claims  that  his  legions 
close  a  deal  84%  of  the  time 
when  they  make  it  into  the 
living  room — because  the 
consumer  is  in  a  comfortable 
environment. 

The  moral?  Whether  it's  on 
the  phone,  on  the  Net,  or  in 
the  living  room,  there's  no 
place  like  home  to  shop  for 
a  home  PC.     Peter  Burrows 


WHEN  YOUR  PC  STARTS  TO  SPUTTER 


11  right,  you  have  your 
new  PC  picked  out.  What 
if  something  goes  wrong? 
)  ya  gonna  call?  What  will 
ist?  Before  you  can  even 
to  the  checkout  line, 
re  bound  to  be  presented 
l  what  seems  like  a  simple 
tion:  an  extended  warran- 
ontract. 

ur  advice:  Save  the  $200 

0  it  would  cost  to  extend  a 
ranty  beyond  the  typical 
nonths  that  PC  makers  pro- 
:.  "Extended  service  agree- 
its  are  not  usually  worth  it, 
luse  if  something  doesn't  break  in 
first  year  it  probably  won't,"  says 
;t  A.  Muggli,  a  PC  consultant  in 
Paul,  Minn. 

tRANTY  CUTBACKS.  Dealers  have 

1  reason  to  push  extended  war- 
;ies  and  other  services:  They 

't  make  much  on  hardware.  PC 
iucers  are  helping,  too,  by  cut- 
;  back  warranties  and  other  ser- 
:s.  Compaq  Computer  and  NEC 
e  reduced  their  warranties 
n  three  years  to  one.  If  you 
it  added  protection — without 
ing  extra — consider  Acer 
erica  or  Gateway  2000,  which 


HELP  IS  ON 
THE  WAY 


Extended  service  options 


RETAILERS 

COMPUSA 

BEST  BUY 

CIRCUIT 
CITY 


EXTENDED  WARRANTY 

3  years  on-site  for  $249, 
or  5  years  for  $369 

4  years  for  $129  in-store 
or  $199  on-site 

4  years  on-site 
for  $299 


SOFTWARE  SUPPORT 

900  number  at 
$2.49  a  minute 

None 

$19.95  per 
incident 


still  have  three-year  warranties. 

Another  thing  to  consider:  A  ser- 
vice contract  does  not  cover  routine 
questions.  Dealers  used  to  help  with 
basic  questions,  such  as  how  to  in- 
stall a  program.  Now,  many  charge 
for  advice  not  directly  related  to 
faulty  hardware.  Circuit  City  Stores 
gives  you  30  days  of  free  telephone 
help  but  charges  $19.95  "per  resolu- 
tion" after  that. 

Indeed,  you  had  better  be  pre- 
pared to  pay  for  help,  even  with  top 
brands.  After  90  days,  buyers  of 
Hewlett-Packard  Pavilions  pay  $25 
to  ask  about  any  non-HP  software 


that  comes  on  their  machines. 
The  idea,  says  Consumer 
Support  Manager  Donna 
Rozhin,  is  to  get  people  to 
call  the  right  party  directly. 
She  estimates,  for  example, 
that  50%  of  calls  are  about 
Windows  95.  Common  ques- 
tions, she  points  out,  are  still 
answered  for  free  on  hp's 
Web  site  (www.hp.com). 
LONG  WAITS.  Direct  mar- 
keters, such  as  as  Gateway 
and  Dell  Computer,  and  mail- 
order houses,  such  as  Micro- 
Systems  Warehouse,  don't  as- 
sess per-problem  charges.  But  you 
risk  long  waits  for  a  telephone  rep. 
With  Gateway's  $99  extended  service 
package,  which  gives  two  extra  years 
of  in-home  service,  your  call  automat- 
ically goes  to  the  head  of  the  queue. 

A  final  tip:  If  you're  worried 
about  support,  stick  with  a  rep- 
utable brand.  The  higher  sticker 
price  usually  means  that  there's  less 
risk  of  having  to  lug  your  PC  back 
to  the  store  for  repairs.  And  think 
positive:  Given  the  pace  of  techno- 
logical change,  you  may  be  in  the 
market  for  a  new  PC  before  this  one 
can  break.  Peter  Burrows 
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ANNUAL  GUIDE  TO  COMPUTERS 


Digital  Photography 


SMILE-YOU'RE 

ON  CANDID  COMPUTER 


Software,  scanners, 
and  color  printers 
are  making  digital 
photography  a  snap 


Remember  all  those  pho- 
tos you  snapped  of 
your  kid's  wedding  and 
the  family  vacations  by 
the  lake?  You'd  have  the  film 
developed  in  a  couple  of 
hours  or  days,  then  force 
your  friends  to  admire  every 
darn  picture.  Which  shoe  box 
did  you  put  them  in  anyway? 

These  days,  you're  just  as 
snap-happy,  but  you  treat  the 
photos  in  an  entirely  different 
manner.  You  still  make  your 
pals  look  at  every  last  one, 
but  now  the  pix  are  displayed 
on  a  greeting  card,  T-shirt, 
or  your  home  page  on  the 
World  Wide  Web. 

Digital  photography  may 
well  emerge  as  the  next 
"killer  app"  for  consumers. 
The  proliferation  of  inexpen- 
sive color  inkjet  printers  and 
ever  more  powerful  multi- 
media computers  is  helping 
spark  the  PC  picture  market. 
So  is  the  ability  to  swap  pho- 
tos over  the  Internet. 
NEW  STANDARD.  What's 
more,  the  prices  of  digital 
cameras  and  scanners  are 
dropping  dramatically.  In  fact, 
some  hp  Pavilion  computers 
from  Hewlett-Packard  come 
with  PhotoDrive  scanners 
from  Storm  Technology  built 
into  the  drive  bays.  Scanners 
aimed  solely  at  color  photos 
begin  at  $199.  For  $100  more, 
you  can  graduate  to  a 
full-page-size  color  scanner 
such  as  Storm's  EasyPhoto 
SmartPage.  Meanwhile,  Ko- 
dak's pocket-size  DC20  digital 


camera  starts  at  about  $300. 

Indeed,  there  are  a  num- 
ber of  ways  to  help  your  PC 
get  the  picture.  Perhaps 
you'll  have  conventional 
prints  made.  But  this  time, 
you  may  use  a  scanner  to 
transfer  the  photos  onto  your 
computer.  Or  you'll  have  the 
film  processed  onto  a  floppy 
disk  or  Photo  CD.  Seattle 
FilmWorks,  a  mail-order  film 
processor,  charges  $3.95  on 
top  of  its  regular  fee  to  place 
digitized  film  onto  a  floppy  or 
let  you  download  photos  from 
their  Web  site  (http://www. 
filmworks.com).  A  similar  ser- 
vice is  available  at  Picture- 
Vision's  PhotoNet  site  (http:// 
www.photonet.com),  which  is 
backed  by  photoftnishers  such 
as  Konica  and  Wolf  Camera 
&  Video. 

People  who  demand  high- 
er-resolution pictures  can 
take  advantage  of  a  new  in- 
dustry photo  standard,  known 
as  FlashPix,  developed  by 
Eastman  Kodak,  Hewlett- 
Packard,  Microsoft,  and  start- 
up Live  Picture,  whose  ceo 
is  former  Apple  Computer 


Now  even 
novices  can 
remove  red 
eye,  adjust 
hues,  apply 
special  effects, 
or  otherwise 
doctor  photos 


boss  John  Sculley.  And  with 
new  software  such  as  Mi- 
crosoft Picture  It!  and 
LivePix  from  Live  Picture 
that  exploit  the  new  stan- 
dard, consumers  can  edit  pic- 
tures in,  well,  a  flash.  And  a 
FlashPix  CD  from  Kodak  will 
cost  about  $20  for  a  24-shot 
roll  of  conventional  color  film 
(BW— Oct.  14). 
CARDS  AND  MUGS.  Then 
again,  you  may  want  to  skip 
film  altogether.  In  lieu  of  sil- 
ver halide,  digital  cameras 
store  images  on  memory 
chips  inside  the  models  until 
they're  dumped  onto  a  PC. 
Yet  another  filmless  approach 
is  to  grab  video  images  for 
your  PC  directly  from  a  cam- 
corder, vcr,  or  television,  by 
plugging  a  nifty  pocket-size 
$200  device  called  Snappy 
from  Play  Inc.  into  those 
components. 

After  pictures  arrive  on 
your  hard  drive,  it's  a  snap  to 
turn  your  PC  into  a  digital 
darkroom.  Even  tyros  can 
use  clever  software  programs 
such  as  Adobe  PhotoDeluxe 
from  Adobe  Systems,  mgi 
PhotoSuite  from  mgi  Soft- 
ware, as  well  as  Picture  It! 
and  LivePix,  to  remove  red 
eye,  alter  backgrounds,  ad- 
just hues  and  contrasts,  apply 
special  effects,  and  otherwise 
doctor  images. 

Once  an  image  passes  in- 
spection, you  can  drop  the 
picture  into  school  reports, 
newsletters,  or  zap  it  off  to 
the  Web.  You  might  store 
digitized  photos  in  genealogy 
programs  or  use  them  in 
cards  made  with  Microsoft's 
(ireetings  Workshop  or 
Micrografx'  American  Greet- 
ings CreataCardPlus.  Many 
programs  also  let  you  place 
pictures  on  calendars,  mugs, 


THE  PC  AS  I 
DARKROOM 


IMAGING 
SOFTWARE 

Programs  such  as 
Microsoft  Picture 
or  Adobe  PhotoDe 
allow  you  to  touch 
or  even  complete!; 
your  family  photo; 
as  never  before. 


►  Morph 
photos. 


▲  Print  your  imag> 
or  transfer  to  T-sh 
coffee  cups. 


(JET" 


Microsoft  Picture  It!  software  contains  a  link  to  Kodak's  Image  Print  Service,  which  lets  consumers  design  photo  c 
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j  and  say  "cheese."  The  advent  of  digital 
s  and  scanners,  way  cool  software,  and  low- 
lor  printers  is  revolutionizing  photography. 


L  CAMERA 


SCANNER 


FLOPPY  DISK 


A  Your  candid  pictures  can  turn 
up  on  greeting  cards,  calendars, 
or  your  own  Web  site. 

<  Place  image  into  a  word 
processor  or  spreadsheet. 


magnets,  or  screen  savers,  or 
use  the  images  in  a  business 
presentation.  And  you  can 
print  out  the  works  with  in- 
expensive, near  photo  quality 
inkjet  printers  (page  138). 

Scanners  make  a  lot  of 
sense  for  consumers  or  own- 
ers of  small  businesses  who 
have  existing  photos  as  well 
as  documents  they  want  to 
transmit  onto  a  PC.  First,  de- 
termine if  you  can  live  with 
a  photo-only  version  includ- 
ing the  EasyPhoto  Reader 
from  Storm  Technology,  Pho- 
toPlus  from  Epson,  the 
Snapshot  Photo  Scanner  1 
from  Kodak,  PhotoPad  from 
Polaroid,  and  ViviScan  Ul- 
traPhoto  from  Vivitar.  De- 
pending on  the  model,  these 
can  limit  you  to  print  sizes 
of  no  larger  than  5  by  7 
inches.  If  that's  unacceptable, 
you  need  a  sheetfed  or 
flatbed  scanner  that  can  ac- 
commodate full-page  docu- 
ments. You'll  pay  more  for 
the  increased  flexibility,  of 
course. 

One  smart  choice  for  typi- 
cal home  users  is  Logitech's 
$349  PageScan  Color  Pro 
model.  The  unit  is  ideal  for 
consumers  who  want  to  scan 
color  photos,  loose  8^-by-ll 
pages,  and  bound  materials. 
Unlike  other  sheetfed  scan- 
ners, Logitech's  enables  users 
to  detach  the  motorized  scan- 
ner head  and  roll  it  across  a 
book  or  magazine.  PageScan 
also  comes  with  Adobe  Photo- 
Deluxe,  as  well  as  handy  pro- 
grams for  filing  scanned  docu- 
ments on  your  PC. 
WIRELESS  WONDER.  Still, 
people  who  want  only  to  take 
tolerable  pictures  and  get 
them  into  their  computers  in 
a  jiffy  may  prefer  a  digital 
camera.  Notwithstanding 
their  mediocre  image  quali- 
ty—even a  $2,000  digital 
camera  can't  match  the 
sharpness  taken  with  a  cheap 
disposable  camera — these 
Aimless  models  are  useful  for 
realtors,  claims  adjusters,  and 
people  who  want  to  flaunt 
photos  on  the  Web.  Digital 
cameras  vary  widely  in  fea- 
tures and  price,  with  vast 
disparities  in  sharpness,  skin 
tones,  and  color  quality.  Nu- 
merous versions  are  available 


from  Apple,  Canon,  Casio, 
Chinon,  Dycam,  Sony,  Epson, 
Fuji,  Kodak,  Minolta,  Nikon, 
Olympus,  Ricoh,  and  Po- 
laroid, so  check  out  as  many 
models  as  is  practical.  Some 
cameras  house  an  LCD  screen, 
which  is  convenient  for  pre- 
viewing and  reshooting  pic- 
tures before  downloading 
them  onto  a  PC. 

At  the  entry  level,  Ko- 
dak's $300  DC20  is  limited  to 
only  8  to  16  images,  depend- 
ing on  the  resolution.  You 
cannot  add  memory  to  boost 
capacity — which  is  a  prob- 
lem, since  pictures  have  to 
be  zipped  off  to  the  PC  when 
the  camera  fills  up.  Nor  does 
it  contain  a  built-in  flash.  It 
does,  however,  come  with 
Kai's  Power  Goo  from  Meta- 
Tools,  a  fun  program  for 
smearing,  smudging,  and 
blending  pictures. 

At  $499,  Epson's  new 
PhotocD  500  can  hold  up  to 
60  standard-resolution  photo- 
graphs or  30  higher-quality 
images,  and  it's  a  strong  low- 
end  contender.  To  gain  up  to 
200  images,  you  must  snap 
on  a  $249  memory  module. 
The  camera  contains  a  red- 
eye reduction  flash,  but  an 
LCD  display  is  a  $199  option. 

With  most  digital  cameras, 
you  download  the  images  onto 
the  PC  by  hooking  up  the 
camera  via  the  serial  port. 
But  Sony's  $849  dsc-fi  cam- 
era, due  out  in  November, 
lets  you  send  pictures  without 
wires  to  a  computer  that  has 
infrared  capabilities.  The  cam- 
era has  a  1.8-inch  LCD  screen 
and  can  hold  up  to  108  pic- 
tures in  its  flash  memory. 

At  around  $530,  the  new 
coolpix  loo  from  Nikon  fea- 
tures many  of  the  bells  and 
whistles  of  a  conventional 
Nikon  point-and-shoot  cam- 
era costing  about  half  as 
much.  The  camera  stores  up 
to  42  pictures  on  a  PC  card 
using  the  standard  jpeg  file 
format.  The  card  can  be  read 
by  computers  that  have  an 
appropriate  slot  or  reader.  In- 
deed, with  digital  imaging  be- 
ginning to  make  its  mark 
with  consumers,  you  may  fi- 
nally be  able  to  rid  yourself 
of  those  overflowing  shoe 
boxes.         Edward  C.  Baig 


)vers,  and  other  gifts.  Or  you  can  E-maii  a  LivePix  file  to  Kodak  to  get  back  a  photo-quality  8-by-10  print  for  about  $10 
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Online  Service  Providers 


AVOIDING  GRIDLOCK 
ON  THE  l-WAY 


These  days,  routes 
to  the  Web  are 
jammed-so  choose 
yours  carefully 


So  you're  eager  to  log 
on  to  the  Internet, 
surf  the  Web,  see  the 
sites?  The  good  news 
is  that  more  than  3,000  na- 
tional, regional,  and  local 
companies  in  the  U.  S. — so- 
called  Internet  service 
providers  (isps) — stand  ready 
to  whisk  you  there.  Better 
yet,  they  have  filled  in  the 
worst  technical  potholes  that 
once  exasperated  even  savvy 
enthusiasts. 

The  bad  news?  Only  that 
so  many  people  are  scram- 
bling onto  the  Net  that  dur- 
ing peak  usage  periods — 
evenings  and  weekends — 
there  are  often  not  enough 
on-ramps  to  meet  demand. 
And  the  services'  help  desks 
get  swamped,  too,  mostly  by 
newbies  needing  advice  on 
setting  up  their  software. 
STEP  RIGHT  UP.  There  are 
two  main  categories  of  ser- 
vice providers,  each  with  its 
pluses  and  minuses.  There's 
the  trio  of  proprietary  online 
services — America  Online, 
Prodigy,  and  CompuServe — 
that  now  act  as  gateways  to 
the  World  Wide  Web,"  too. 
Then  there's  everybody  else: 
thousands  of  Internet  service 
providers  that  range  from 
people  in  basements  with  a 
server  and  some  modems  to 
national  giants  such  as  at&t, 
Microsoft,  IBM,  Netcom,  Con- 
centric Network,  Spry,  gnn, 
and  Earthlink. 

The  traditional  online  sup- 
pliers offer  three  big  advan- 
tages: greatly  simplified 
hookup,  a  wealth  of  propri- 


etary "content"  that  you 
won't  find  on  the  Internet, 
and  lots  of  local  dial-in 
points.  On  the  other  hand, 
their  access  to  the  World 
Wide  Web  is  often  slower 
than  the  Internet  services, 
and  they  charge  more. 

How  much  more?  Compu- 
Serve's rates  are  on  par  with 
the  other  two  proprietary 
services:  either  $9.95  a 
month  for  5  hours  of  usage, 
and  $2.95  for  each  additional 
hour,  or  $24.95  for  20  hours, 
with  additional  hours  costing 
$1.95  each. 

The  Internet-only  services 
have  their  own  standard 
price:  $19.95  a  month.  That 


price  buys  you  a  month  of 
unlimited  use,  plus  some  ex- 
tras (table).  If  you  want 
mainly  E-mail,  not  Web- 
cruising,  outfits  such  as 
Mindspring  and  Concentric 
offer  5  hours  of  connect  time 
for  $6  or  $7  a  month. 

So,  how  do  you  choose 
your  on-ramp?  Thanks  to 
fierce  competition,  you'll  like- 
ly find  yourself  weighing  dif- 
ferent promotional  offers.  MCI 
Communications  and  at&t, 
for  instance,  each  offer  their 
long-distance  customers  five 
free  hours  a  month  of  Inter- 
net connect  time  for  a  year. 
Concentric  and  Mindspring, 
meanwhile,    reward  sub- 


AT&T  $19.95  rate  applies  only  for  AT&T  long- 

WORLDNET     distance  customers;  others  pay  $24.95 
www.att.com/worldnet 


MICROSOFT 
NETWORK 

NETCOM 


MCI 


Non-MSN  customers  pay  $6.95  a  month  to 
see  MSN  programming  www.msn.com 

Includes  ClariNet  news  service 
www.netcom.com 

Setup  disks  include  Microsoft  programs 
www.internetmci.com 


CONCENTRIC  Includes  multiplayer  game  service 
NETWORK  home.concentric.net 


scribers  with  cash 
for  signing  up  fri 
family.  Some,  like 
ington  (D.  C.)-base 
called  Erol's,  char 
month  instead  of  S 
unlimited  connectioi 
subscribe  for  a  yea 

Another  majoi 
ground  is  content- 
rectories,  special-inl 
cussion  groups,  E-': 
other  information  t 
services  prepare  s 
their  subscribers. 
Network  (msn),  for 
has  just  relaunchec 
the  Net  with  a  lo 
tertainment-orienl 
pages.  They  cove 
thing  from  pop 
movies,  and  they're 
long  as  you  pick  MS 
Internet  service 
Surfers  who  visit 
site  via  another  ISP 
$6.95  a  month  t( 
information. 
SALON  AGE.  Don't 
the  small,  local 
viders,  either.  M; 
based  Echo,  for 
regularly  hosts  oi 
Ions"  where  surfei 
current  affairs  and 
Digital  Age.  And 
its  3,000  members 
in  the  flesh  at  moi 
ties.  Mindspring  ai 
link,  among  other; 
space  on  their  se 
subscribers'  home 
der  certain  pricing 

More  important 
newcomers,  though 
graphical  and  tech 
tors.  Sign  up  with  i 
national  providers, 
most  likely  be  able 
with  no  more  tha 
phone  call.  AT&T, 
Netcom,  among  otl 
offer  local  access 
than  80%  of  the  U 
lation.  If  you  trav< 
consider  IBM's  Gk 
work  and  SpryN< 
operate  in  as  ma 
countries — still 
$19.95  a  month. 

If  you're  living  o 
metro  areas  coven 
big  operators,  you 


ie  NCR  Scalable  DataVfarehouse. 


Only  we  can  make  news  this  big. 


Once  again,  NCR  is  leading  the  way 
in  data  warehousing  Using  our 
incredibly  robust  Teradata "  database, 
we've  teamed  with  EMC"  to  build  the  world's  first 
data  warehouse 
large  enough 


information  with  unprecedented  speed,  giving  you 
unmatched  querying  capabilities. 

Only  NCR  WorldMark  servers  offer  you  a  platform 
that  scales  from  SMP  to  clusters,  to  MPP,  allowing  you  t<  >  start 

your  data  warehouse 
small  and  grow  it 


to  handle  11 
terabytes  of 
data.  Or  2.75  billion  pages  of  text. 

Our  highly  scalable  WorldMark™1  servers  allow 
you  to  turn  mountains  of  raw  data  into  useful 


to  any  size. 

T(  >  get  more 

information  about  NCR's  scalable  data  warehouse,  <  .ill 
1  800  CALL-NCR,  ext.  3000.  Or  experience  our  data 
warehousing  capabilities  firsthand  at:  http://wwwnacom 


QDncr 


ntium 
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options,  including  swallowing 
hard  and  making  a  toll  call 
to  the  nearest  city.  You 
might  also  look  for  one  of 
the  services  that  offer  toll- 
free,  1-800  access,  including 
Concentric  and  Earthlink. 
The  deal  isn't  as  good  as 
it  sounds,  though:  Concen- 
tric charges  $10  a  month  for 
two  hours  of  1-800  time  and 
$5  for  each  additional  hour. 
Finally,  if  you're  lucky, 
you  may  find  a  small,  local 


Net  provider  active  in  your 
area. 

Some  of  the  best  places  to 
start  looking  for  a  service 
are  on  the  Net  itself.  Use  a 
friend's  browser  and  check 
out  the  Yahoo!  and  Lycos 
Web  directories  (www. 
yahoo.com,  www.lycos.com), 
or  Meckler  Media's  site 
called  The  List  (thelist.com). 
Each  connects  to  hundreds 
of  national,  regional,  and  lo- 
cal services.  If  you  want  to 


know  what  others  think  of  a 
particular  service,  try  www. 
cnet.com,  which  runs  an  on- 
going survey  of  isps. 

Remember,  the  most  im- 
portant thing  your  isp  can 
provide  is  reliable,  uninter- 
rupted service.  That  calls  for 
enough  physical  infrastruc- 
ture to  handle  the  calls  from 
you  and  your  fellow  surfers. 
A  good  rule  of  thumb:  no 
more  than  10  subscribers  per 
modem.  You  can  ask,  but  by 


the  time  you  get  si 
the  ratio  may  have 
If  there  seem  ti 
many  options  to  i 
hang  in  there.  Inter 
nology  is  evolving  ii 
quickly,  and  gettini 
Net  will  one  day  b( 
as  using  the  phone 
But  until  then,  just 
the  war  stories  your 
to  tell  your  grand 
about  the  good  old 
the  Web.  John 


HOW  TO  TURBOGHARGE  YOUR  BROWSER 


So,  you've  got  your  ^  *  '  fg J  JHflBni  i^JH  I  video,  but  it's  the  sts 
new  pc.  You've  £  \  \.  1  ^/  iff  I  for  animations, 
signed  up  for  Inter-  w  w*  \  M  /Zj  A  >,.''  A  number  of  plug- 
net  service.  You've  i  **  f  (  /  Jfl r.;.,'-  fl^^K  speed  the  Internet  e 
launched  your  favorite  ,  -  W^^Bt&$  ence  by  locating  info 
Web  browser.  Ready  to  BBr  .^^v  -KJjBK^j'^H  tion  for  you.  PointCa 
surf  some  lusty  Web  fl     B  V_  '^V     ^Hl^j    MHBr^lFr'    43ffA  '""»'  instance,  offeri- 

I    ™                   ^  l^1™                          .^^fl     I  PC  Screensaver  plug- 
Chill,  dude.  To  really  A           BL                    HP^^HB^^j|H         |  I  that  sends  news,  stoi 
experience  the  wonders  ■Hh^^I                        W*   mk              ■■Sr.-^'.X  quotes,  and  other  da 
on  tlie  World  Wide  Web.  Be.,  v                                                  ■ ' §1 '  your  screen  whenev< 

to  ^^H^^^^^^^^^^^^^^B    JBbhHHHIHBBnH  want. 

host  of  add-ons  for  your      ppppHHB|HK  h  VSHKT  lunch  and  when  you 

Wei)  browser.  With  them.    Bjj[H!€'l3  HH|H|^^^pPGSH^^^9B  turn  to  your  desk,  tl 

you'll  hear  audio,  view        »7THff|fflWW  BHkT  est  news  is  scrolling 

video  clips,        explore       HUiUiUJbiImHH  your  screen. 

cyberspace  more  easily.  o     .  FRESH  INFO.  PointCa 

Happily,  most  are  free  for     £0INTCAST  Sends  news  and  entertainment  to  the  itg  Qwn  newg  gourcef 

the  download,  at  least  for      1      i^I®®'!?.*!^?!   other  programs — sue 

test  versions.  WEBWHACKER  Retrieves  and  saves  Web  pages  for         ForeFront  Group's  V 

Most  "plug-ins"  were        fasti  offline  viewing  Whacker  ($70),  Trav< 

designed  for  Netscape    Software's  WebEx  ($ 

Communications*  Naviga-      9_UI_CKT,ME_  Piay_s  m_ovies  f [om_t_ile_  ^   and  Individual's  Fra 

tor  browser,  but  almost        REALAUDIO  Plays  live  audio  programs  Loader— let  you  spe< 

all  of  them  will  run  on    certain  Web  sites  fro 

Microsoft's  Internet  Ex-       SHOCKWAVE  Lets  you  view  animations  which  they  will  then 

plorer,  too.  The  latest  Ex-  trieve  fresh  informat 

plorer  accepts  ActiveX  controls,  multimedia.  Progressive  Networks'      regular  intervals  and  store  it  c 

add-on  programs  that  come  across       RealAudio  Player  lets  you  listen  to      your  hard  disk, 
the  Internet  to  do  such  things  as         music  clips  or  even  live  broadcasts.         Watch  for  new  programs  bu: 
display  a  moving  stock  ticker  on  The  sound  is  0.  K.  with  a  14.4-kilo-      around  Marimba's  Castanet  Tu 

your  pc.  bit-per-second  modem  but  clearer  at     It  uses  Sun  Microsystems'  Jav 

VIRUS  WATCH.  When  you  hit  a  Web      28.8.  Others  handle  animations,  ware  to  create  custom  content 

site  where  a  plug-in  is  required,  movie  clips,  and  even  live  video.  Ap-    software  "channels"  that  are  u 

you'll  be  prompted  to  click  over  to  a    pie  Computer's  QuickTime  player,        ed  automatically, 
download  site.  But  beware:  Plug-ins     available  for  both  Macintosh  and  There  are  hundreds  more  pi 

may  be  full  of  bugs,  can  be  tricky  to  Windows,  is  the  standard  for  movie  to  try.  Find  them  at  browserw 
install,  and  may  be  usable  only  on  clips.  Film  images  are  reasonably  iworld.com/plug-in.html.  Or  bu 
certain  PC  configurations.  Also,  since    viewable,  but  live  video  isn't  as  dies  of  add-ons  with  Netscape's 

they're  coming  over  the  Net,  it's  smooth.  For  video,  the  best  bets  are  PowerPack  ($40)  or  with  Micrc 
wise  to  run  them  through  antivirus  Xing  Technology's  Stream  Works  and  soft's  Internet  Explorer  Starte 
software.  VDOnet's  VDOLive.  Macromedia's  ($25).  You'll  soon  be  browsing 

The  hottest  plug-ins  deal  with         Shockwave  doesn't  handle  live  the  best.  Robert  1 
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HOPE  FOUND 
FOR  PACK  RATS 


lEAGLE 

1 1 1th  a  nu  nil 
of  its  own, 
can  you  really 
tra  in  a  beagle 
to  be  your 
best  friend? 


PAPERPORT  Vx  MEANS  YOU'LL  NEVER 
AGAIN  HAVE  TO  WASTE  TIME  RETYPING 

It  can  scan  thousands  of  words  in  minutes — 
from  virtually  any  type  of  document.  Reports. 
Memos.  Letters  Then  PaperPort  Vx's  integrated 
OmniPage  LITE™  OCR  software  converts  these 
words  to  digital  format  so  they  can  be  edited 
or  copied. 


t  * V 


IHMHHMHHMHHHH 


Beagle 


PAPERPORT  Vx  KEEPS  TRACK 
OF  YOUR  CONTACTS 

Tired  of  forgetting  people's 
names  and  numbers?  Just  scan 
business  cards  into  PaperPort, 
and  its  CardScan  SE'"  soft- 
ware automatically  creates  a 
file  of  your  business  contacts — 
all  on  your  personal  computer 


***** 


HUDSON  INC 


PAPERPORT  Vx  FITS  EASILY  INTO 
YOUR  WINDOWS  OR  MAC  SYSTEM 

sleek  and  small.  It  rests  right 
between  your  keyboard  and  monitor. 
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oes  evervtnm 

Except  make  coffee. 


VISIONEH 


PAPBUPOR  T^. 


PtBW  IVJftP.         MKIIWK  will 


lp|Hi4(.  In 
irtcin  «i<m>ti(  imi,  motmn  Mt 
tonrul  determined  (hit  ptil-rat 
txhj'UM  •■).  m  fxt,  (ompltiHi' 
normal  irnl  tn  inhrienl  pun  of 

Cf«d  iha<  i  majority  of  pat fc  mm  were 
convince!  fh*ir  onjd  kick  dw  dui- 
iti  uiUrcoofl  Uk  it'jywi  the  right 
lodi  Rfscvthcri  now  in  .  quni 
to  JiuMmin*  wtiji  ihnK  uxH»  might 

tod  .n  k  jiimluci  inwnu.)  by  Ptb 


PAPERPORT  Vx  GETS 
RIP  OF  CLUTTER 

Then  there  are  all  of  those 
recipes,  financial  statements, 
Dear  Binky  columns,  and 
newspaper  articles  you  just 
can't  bear  to  part  with  You 
can  use  PaperPort  to  scan 
paper  as  long  as  30  inches, 
and  photos  in  up  to  256 
shades  of  gray.  So  you  can 
save  them  forever,  and  get 
rid  of  the  originals — with 
no  remorse. 


Ik 

..... 

'ORT  Vx  MAKES 
ARCHIVES 


s  never  having  to  rummage 
an  important  slip  of  paper: 
ort  lets  you  create  archives  of 
documents — receipts,  invoices, 
I  registration,  even  those 
)tes  from  the  7th  grade 


PAPERPORT  Vx  PUTS  POWER 
BEHIND  YOUR  E-MAIL 

You're  reading  the  Sunday 
paper  and  come  across  a  hot 
article  about  your  competition 
So  you  scan  it  in,  annotate  it 
and  e-mail  it  to  your  sales 
team  overseas — giving  them 
the  data  they  need  to  win  a 
big  account  Monday  morning. 


PAPERPORT  Vx  IN 
THREE  EASY  STEPS 

1   Feed  in  a  docu- 
ment. In  as  quick 
as  2  seconds, 
it's  scanned. 

2.  Drag  and  drop  it 
onto  more  than  100 
popular  applications 

3  Edit,  copy,  print, 
e-mail,  fax,  file,  or 
tweak  the  material 
as  necessary. 


PAPERPORT  Vx  TURNS  YOUR 
PRINTER  INTO  A  COPIER, 
AND  YOUR  COMPUTER  INTO 
A  FAX  MACHINE  

Save  desk  space — not  to 
mention  dollars.  Scan  a  docu- 
ment into  PaperPort  and  print 
it  from  your  personal  computer 
Or  save  your  paper  and  fax  it, 
using  your  modem. 

YES,  FEED  ME  MORE... 

1-800-787-7007,  ext  653 
hrtp://  www.visioneer  com 
Or  contact  an  authorized  reseller 


PAPERPORT 
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Government 


THE  CAMPAIGN 


DIVIDED 

THEY  STAND 

Ticket-splitters  seek  balance-and  may  hurt  Democrats 


Disappointed  by  Bob  Dole's  dreary 
Presidential  campaign,  Anne  B. 
Pringle  of  Portland,  Me.,  is  cast- 
ing a  reluctant  vote  for  President 
Clinton.  But  moderate  Pringle,  a  local 
bank  director  and  Port- 
land's former  Democratic 
mayor,  is  hesitant  to  hand 
both  the  White  House  and  Congress  to 
her  own  party.  So,  on  Nov.  5,  she  plans 
to  support  Republican  Senate  candidate 
Susan  Collins.  "I'm  not  sure  it's  a  good 
thing  to  give  control  back  to  the  De- 
mocrats," the  former  Portland  mayor 
says.  "I'm  tired  of  seeing  our  party  de- 
fend all  of  these  government  programs." 


ELECTION  '96 


Forget  the  talk  of  voters  hating  grid- 
lock. Pringle  exemplifies  a  new  politi- 
cal trend:  Voters  who  consciously  choose 
to  balance  power  between  the  parties. 
They  want  checks  on  the  excesses  of 
both  camps,  and  they  wel- 
come the  kind  of  compro- 
mises reached  between 
President  Clinton  and  the  Republican- 
controlled  Congress  in  recent  months 
on  everything  from  welfare  reform  to  a 
minimum-wage  hike.  "They  think  they 
are  getting  the  best  of  both  worlds — a 
divided  government  that  makes  policy," 
says  independent  pollster  John  Zogby. 
Divided  government  is  nothing  new. 


CROSSOVER:  Massachusetts  \ 
Clinton,  but  could  elect  GOF 

For  decades,  voters  have  split 
et  simply  because  they  likec 
sonalities  of  different  parties'  ( 
Voters  in  the  1980s  paired  a  I 
President  and  Democratic  Con 
analysts  attribute  that  to  satis: 
who  backed  both  parties'  incu 
what  was,  for  many,  an  econo 

But  in  the  restive  '90s,  v 
more  skeptical  of  their  lea 
many  are  deciding  not  to  g 
party  too  much  power.  Recent 
A  Sept.  26-30  Han-is  Poll  of 
voters  found  that  55%  of  th< 
believe  it  is  good  to  have  a  Pi 
one  party  and  a  Congress  con 
the  other;  38%  said  they  did 

That  could  be  bad  news  f 
crats  hoping  to  ride  Clinton's  c 
Reuters-Zogby  poll  conducted 
found  only  66%  of  Clinton  ba 
tain  they'll  vote  for  a  Democra 
gress.  When  GOP  pollster  1 
Fitzpatrick  asked  voters  whi 
candidates  they  favored  for  C 
Clinton  is  re-elected,  the  R 
preference  shot  up  9%.  "The  1 
exercising  their  own  checks 
ances,"  she  concludes.  "It's  far 
liberate  than  it's  been  in  the 

Political  scientists  estimate 
scious  ticket-splitters  hover 
10%  of  the  electorate.  But  W 
&  Lee  University  political 
William  F.  Connelly  deems 
"small  but  significant."  The  res 
are  swing  voters  who  will  de< 
of  1996's  closest  races.  "They  c 
Bob  Dole,"  Connelly  says,  ' 
want  a  check  on  Bill  Clinton.' 

Such  intentional  ticket-split 
have  a  big  impact  on  close  coi 
al  races  such  as  Senate  and  F 
tests  in  Maine.  President  ( 
breezing  to  victory  in  the  h 
Republican  state.  But  some  v 
renewed  Democratic  domi 
Washington.  "We  need  to  ha 
ance  to  prevent  liberal  Democ 


HEDGING  THEIR  BETS? 


Many  voters  seem  to  favor  balancing  power  by  keeping  President  Clinton 
White  House  and  Republicans  in  the  House  and  Senate 


KENTUCKY  Bluegrass 
State  voters  are  leaning  to 
Clinton  in  recent  polls,  but 
they're  likely  to  re-elect 
Republican  Senator  Mitch 
McConnell,  who  vows  to 
fight  tooth  and  nail  against 
the  White  House  plan  to 
regulate  tobacco  as  a  drug. 


MAINE  Ticket-splitters  give 
Republican  Senate  candi- 
date Susan  Collins  a  fight- 
ing chance  to  grab  retiring 
Senator  William  Cohen's 
seat.  Collins,  a  pro-choice 
moderate,  is  running  20 
points  ahead  of  Bob  Dole 
in  the  Granite  State. 


OREGON  Clinton  is  breez- 
ing to  victory,  but  Oregon 
might  well  send  a  conser- 
vative Republican  to  Wash- 
ington to  balance  things.  In 
a  tight  Senate  race,  frozen- 
food  CEO  Gordon  Smith 
leads  Democratic  high-tech 
exec  Tom  Bruggere. 


PENNSYLVANIA  Dc 

campaign  is  hopeles 
Keystone  State,  but 
ate  GOP  House  fresl 
Phil  English  and  Jor 
are  counting  on  cen: 
and  independent  vol 
back  them  along  wit 
Democratic  Presider 
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icial  product  testing  lab 
a  Communications 


Convince 

your 
customers 
that  your 
product 
won't 

CLOG 

their 
network 
traffic 


N, 


J You  need  to  know  how  to  keep  the 
iformation  flowing  safely,  cost 
ectively,  and  quickly.  NSTL  can  help 
you  break  the  networking  bottlenecks. 

/    NSTL  gives  you  the  answers  you  need  to 

assure  potential  customers  of  your 
product's  performance.  We'll  work  with  you  to 
design  a  cost-el l"e<  live  testing  program  to  give 
you  the  answers  to  your  customers'  network 
pe  rf  or  mance  q  u  est  ions. 

Contact  us  early  in  your  product  development 
'cycle  to  learn  how  NSTL  can  help  you  avoid  costly 
embarrassing  mistakes, 


The  Corporation 


getting  Congress  back  to  business  as 
usual,"  says  H.  Allen  Ryan,  president  of 
NorthCenter  Foodservice  Corp.  in  Au- 
gusta. While  a  GOP  Congress  has  pulled 
Clinton  toward  the  center,  Ryan,  a 
strong  supporter  of  freshman  Republi- 
can Representative  James  B.  Longley 
Jr.,  fears  "an  imbalance  in  organized  la- 
bor's favor"  in  a  Democratic  Congress. 

In  Oregon,  Republican  Gordon  Smith 
has  targeted  these  voters  in  his  race 
for  the  Senate  seat  being  vacated  by 
retiring  Republican  Mark  0.  Hatfield. 
Smith,  running  as  a  conservative,  lost  a 
Senate  special  election  earlier  this  year. 
Now  Smith,  ceo  of  a  frozen-vegetable 
company,  has  recast  himself  as  a  mod- 
erate who  will  work  for  bipartisan  con- 
sensus. And  while  Clinton  has  a  cushy 
lead  in  Oregon,  Smith  is  running  nar- 
rowly ahead  of  moderate  Democrat  Tom 
Bruggere,  former  ceo  of  a  high-tech 
company.  The  same  is  true  in  Massa- 
chusetts, where  Dole  trails  by  23  points, 
but  Republican  challenger  William  F. 
Weld  is  in  a  close  race  against  Demo- 
cratic Senator  John  F.  Kerry. 
BIPARTISAN  BALANCE.  Ticket-splitting 
could  also  aid  Minnesota  Republican  Sen- 
ate nominee  Rudy  Boschwitz,  who  is  in 
striking  distance  of  incumbent  Democ- 
rat Paul  D.  Wellstone.  Among  Minnesota 
independents,  Clinton  leads  Dole  47%  to 
17%,  according  to  the  Minnesota  Poll. 
But  Republican  Boschwitz  is  the  favorite 
of  those  same  voters,  34%  to  25%.  Just 
3%  of  Demo-crats  support  Dole,  but  18% 
will  cross  over  to  vote  for  Boschwitz. 

Who  are  these  new  ticket-splitters? 
The  Reuters-Zogby  survey  finds  most 
are  on  the  East  and  West  coasts.  Mod- 
erates and  independents  are  most  likely 
to  vote  for  divided  government,  al- 
though many  right-leaning  Democrats 
also  are  wary  about  handing  the  House 
over  to  liberal  party  leaders.  And  while 
men  and  women  are  about  equally  like- 
ly to  opt  for  divided  government,  work- 
ing mothers  are  far  more  likely  to  favor 
both  Clinton  and  Hill  Republicans. 

Still,  the  desire  for  bipartisan  balance 
in  Washington  is  no  call  for  a  return  to 
Gingrich-style  gridlock.  These  swing  vot- 
ers are  strong  advocates  of  consensus 
politics.  "There  needs  to  be  a  reasoned 
approach  to  grapple  with  tough  issues," 
says  Maine's  Pringle.  If  newly  elected 
lawmakers  heed  her  wishes,  it  could 
mean  progress  on  restructuring  social 
programs,  and  increased  support  for  ed- 
ucation and  the  environment. 

gop  candidates  are  reluctant  to  seek 
the  support  of  these  Clinton  backers 
openly,  for  fear  of  appearing  disloyal  to 
Dole.  Still,  in  one  of  the  political  ironies 
of  1996,  Dole's  poor  showing  may  pro- 
vide the  boost  that  propels  some  en- 
dangered Republicans  to  victory. 
By  Richard  S.  Dunham  in  Portland,  Me. 


TURNAROUNDS 


SUBARU  GOES  FAR 
BY  GOING  BACK 

It  returns  to  its  all-wheel-drive  niche-and  to  black  ii 


Beating  a  hasty 
retreat  doesn't 
often  pave  the 
way  to  suc- 
cess. But  that's  ex- 
actly what  happened 
at  Subaru  of  Ameri- 
ca Inc.,  which  just 
four  years  ago  risked 
becoming  the  latest 
on  the  scrap  heap  of 
failed  foreign  brands 
in  the  U.  S.  auto 
market.  From  its 
1986  peak,  when  it 
sold  close  to  200,000 
cars,  Subaru  suffered 
a  dizzying  slide  that 
cost  it  nearly  half  its 
sales.  In  1992  alone, 
the  company  lost 
$250  million  on  rev- 
enues of  $1.4  billion 
as  unfavorable  ex- 
change rates  and 
poor  marketing  erod- 
ed Subaru's  image  as 
a  maker  of  inexpen- 
sive, durable  cars. 

Today,  thanks  to  a  bold  strategy  by 
President  and  Chief  Operating  Officer 
George  T.  Muller,  Subaru  is  no  longer 
spinning  its  wheels.  Sales  at  Subaru,  a 
subsidiary  of  Japanese  giant  Fuji  Heavy 
Industries  Ltd.  based  in  Cherry  Hill,  N.J., 
have  risen  22%  through  September, 
dwarfing  the  industry's  3%  growth.  Sub- 
aru projects  record  sales  of  $2.1  billion 
this  year,  with  earnings  at  the  now-private 
company  second  only  to  1986's  $93  million. 
In  August,  it  introduced  a  follow-on  to 
its  wildly  popular  Outback  wagon. 
Christopher  W.  Cedergren,  an  indepen- 
dent auto  analyst  in  Thousand  Oaks, 
Calif.,  says  it's  "one  of  the  most  profound 
turnarounds  ever  in  the  industry." 

Heady  words,  those,  for  a  company 
long  considered  a  neglected  stepchild  of 
the  auto  industry.  Subaru  has  always 
been  a  bit  different.  Unlike  the  pattern 
of  other  Japanese  offshoots,  Subaru  was 
founded  by  two  Philadelphia  entrepre- 


PRESIDENT  MULLER:  He  bet  the  farm  on  his  risky 


neurs,  Malcolm  Bricklin  and 
Lamm,  who  hoped  to  duplica 
swagen's  U.  S.  success  with  : 
boxy  import  car  from  Fuji, 
Japanese  player.  Their  first  try, 
failed:  The  "Japanese  beet 
banned  from  California  freev 
cause  it  couldn't  meet  minimun 
RURAL  ROUTE.  The  company  did 
its  next  foray.  In  1970,  Subaru  in 
one  of  the  first  front-wheel-di 
into  America.  Four  years  latei 
wheel-drive  cars  cemented  its 
reputation  in  bad  weather.  While 
of  the  Japanese  aimed  at  the  £ 
Subaru  focused  on  rough-weatl 
like  Colorado  and  Maine.  Too  s 
big-city  dealers — even  at  its  peat 
never  held  more  than  1.2%  of  1 
vehicle  market — the  company  w> 
and  advertised  cars  that  were  " 
sive  and  built  to  stay  that  way' 
Small  and  profitable,  the 
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 |  building  a  Web  site 

at  really  means  business. 
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http://www.ktxa.com/upti2l/ 


http://www.patlifinder.com/vg/ 
TimeLife/Project/Landscaping/ 


Every  day,  more  businesses  are  creating  their 
own  Web  sites.  To  set  your  business  apart,  you 
need  a  site  that  communicates  effectively.  At  the 
same  time,  it  should  be  cost  effective  to  create 
and  maintain.  Today,  no  other  company  has 
more  solutions  to  help  you  create  a  compelling 
Web  site  and  maintain  it  than  Adobe  Systems. 
Recently,  just  creating  a  site  was  an  expensive, 
complex,  highly  specialized  and  almost 
thankless  task.  Now,  Adobe  tools  streamline 
and  simplify  this  task,  making  it  easy  to  create 
a  look  and  feel  that  sets  you  apart.  We've  also 
made  the  updating  and  maintenance  of  your 
site  an  almost  seamless  process.  Best  of  all, 
your  visual  identity,  colors,  logos,  type  and 
more  can  be  easily  preserved  across  the  Web 
thanks  to  Adobe's  Web  publishing  and  printing 
solutions.  So  why  put  up  a  Web  site  that  gets 
lost  in  the  crowd?  To  build  one  that  means 
business,  call  1-800-247-1269  or  visit  our  Web  site 
at  http://www.adobe.com/.  CDE  23601 


CREATION 
Adobe  Photoshop 
Adobe  Illustrator 
Adobe  Premiere' 
After  Effects" 
Adobe  PhotoDeluxe~ 
Adobe  Type  Library 
PUBLISHING 
Adobe  PageMilF 
Adobe  Acrobat 
Adobe  PageMaker' 
Adobe  FrameMaker 
Adobe  Acrobat  Capture 
MANAGEMENT 
Adobe  SiteMiir 
PRINTING 
Adobe  PostScript 
Adobe  PrnitGear 


Adobe 

If  you 
can  dream  it, 


you  can 
do  it. 


■Qobe  logo  and  other  indicated  Adobe  trademarks  are  the  property  or  Adobe  Systems  Incorporated  Ail  other  marks  are  the  property  of  their  respective  company.  'D1V96  Adobe  Systems  Incorporated.  All  rights  t 


The  Corporation 


traded  Subaru  posted  record 
sales  and  earnings  for  12 
straight  years,  until  1986, 
when  the  rising  yen  de- 
stroyed its  cost  edge.  Sub- 
aru had  also  added  bigger 
cars  to  compete  with  Toyota 
and  Honda,  but  the  rebates 
of  up  to  $2,000  and  other  in- 
centives needed  to  move  the 
large  cars  caused  Subaru  to 
skid  out  of  control.  By  1990, 
Fuji,  Subaru's  largest  share- 
holder, had  had  enough.  It 
paid  $66  million  for  the 
50.4%  of  Subaru  it  didn't  al- 
ready own,  installed  new  management, 
and  hired  Wieden  &  Kennedy  Inc.,  the 
hot  Portland  (Ore.)  ad  agency,  to  re- 
make its  image.  Yet  the  missteps  con- 
tinued. The  new  ad  campaign  mocked 
pretentious  car  drivers  just  as  Subaru 
launched  a  $25,000  luxury  sports  car. 
The  hemorrhaging  persisted. 
FIRST,  THE  PAIN.  In  1993,  Muller,  47,  then 
a  14-year  Subaru  veteran  and  its  cfo, 
got  the  nod  from  Fuji.  His  harsh  conclu- 
sion: Subaru  required  a  radical  retrench- 
ment. Realizing  that  it  didn't  have  the 
scale  to  compete  head-on  with  the  ma- 
jors, Muller  decided  Subaru  should  ditch 
half  of  its  product  line  and  bet  the  com- 
pany on  its  all-wheel-drive  heritage. 

The  strategy  was  a  risky  one.  Fully 
50%  of  Subaru's  revenues  came  from 
front-wheel  drive,  and  if  consumers  did- 
n't embrace  all-wheel  drive,  sales  might 
not  be  large  enough  to  keep  manufac- 
turer Fuji  in  the  U.  S.  market.  With  as 
much  as  90%  of  Subain's  Sun  Belt  sales 
coming  from  front-wheel-drive  cars,  the 
company  could  vanish  from  the  area  al- 
together. "It's  not  a  mainstream  mar- 
ket," says  Muller.  "But  we  decided  that 
we're  not  a  mainstream  player." 

First  came  pain.  Muller  fired  the  ad 
agency  and  dropped  the  two  money-los- 
ing entry-level  cars.  He  stopped  order- 
ing front-wheel-drive  versions  of  all  cars. 
With  a  300-day  supply  on  hand — five 
times  the  industry  average — it  took  a 
year  to  clear  the  lots.  "The  biggest 
risk,"  says  George  Peterson,  president 
of  Santa  Ana,  Calif.-based  market  re- 
searcher AutoPacific  Inc.,  "was  paring 
the  line  and  admitting  their  failure." 

Fortunately  for  Subaru,  the  shift 
came  just  as  car  buyers  were  begin- 
ning a  romance  with  sport-utility  and 
other  larger  vehicles.  Although  Subaru 
was  tiny,  Muller  figured  its  long  history 
with  the  niche  would  give  it  an  edge 
on  larger  rivals.  It  was  the  right  call. 
The  company  eked  out  a  small  profit  in 
1994,  and  last  year,  sales  of  Subaru's 
Legacy,  a  family  sedan,  grew  27%,  to 


more  than  74,000  units,  and  the  Legacy 
wagon  outsold  Ford's  Taurus  wagon  for 
the  first  time.  "In  the  beginning,  I  was 
unhappy  with  Subaru's  decision,"  says 
Richard  A.  DeSilva,  owner  of  Liberty 
Subaru  in  Oradell,  N.J.  "But  they've 
made  a  believer  out  of  me." 

What  did  it  for  DeSilva — and  for  the 
company — was  the  Subaru  Outback,  in- 
troduced in  August,  1995.  With  it,  Sub- 
aru singlehandedly  created  a  new  in- 
dustry segment — a  hybrid  vehicle  with 
the  off-road  capabilities  of  sport-utili- 
ties but  the  comfort  and  handling  of  a 
passenger  car.  The  Outback  is  a  Legacy 
wagon  with  a  taller  roof,  beefed-up  sus- 
pension, and  bigger  tires.  It  also  has 
sport-ute  styling  cues  such  as  a  bolder, 
truck-like  grille  and  bug-eyed  foglights. 
Australian  actor  Paul 
Hogan  of  Crocodile 
Dundee  fame  was 
named  pitchman. 
"The  Outback  is  the 
first  of  a  new  breed," 
says  Cedergren.  "As 
boomers  get  older, 
they  get  tired  of  the 
road  manners  of 
sport-utilities.  They'll 
graduate  to  products 
like  this." 

Because  it's  built 
on  a  car  platform 
rather  than  a  truck 
base,  the  Outback  of- 
fers better  handling 
than  regular  sport 
utilities,  plus  fuel 
economy  comparable 
to  that  of  midsize 
cars.  Unlike  four- 
wheel-drive  sport 
utes,  which  require 
the  driver  to  switch 
to  four-wheel  mode 
when  needed,  Sub- 
aru's all-wheel-drive 
is  always  engaged 
and  can  be  driven  at 


SUBARU'S  SHIFT  TO 
ALL-WHEEL  DRIVE... 
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OUT  IN  FROM 

A  sporty  version  ( 
popular  Outback 
which  has  accoui 
for  40%  of  '96  sale 

high  speeds  on  d 
ment. 

So  far,  the  plan 
ing.  The  Outback 
counted  for  40%  of 
sales  so  far  this 
forced  some  of  the  1 
into  a  catch-up  g; 
first  rival  produc 
Motor  Co.'s  CR-v,  will  arrive  i 
ber,  and  virtually  every  carma 
veloping  a  sport-utility  built  fi 
although  no  other  new  model 
pected  for  at  least  a  year.  "W< 
Outback]  as  a  minor  competi 
Scott  Yogi,  product  plannei 
CR-V  at  American  Honda  Mot 
Torrance,  Calif.,  "but  the  CR-\ 
compete  in  the  mainstream  sp 
vehicle  market." 
LEANER  MACHINE.  Having  st 
competition,  Subain  is  rushinj 
talize  on  its  own  craze.  In  Aug 
troduced  an  upscale  version  oi 
back  for  around  $25,000,  as 
junior  model,  the  $18,000  Outb; 
In  the  works  for  the  1998  mode 
third  vehicle,  designed  from  tl 
up  to  better 
sport-utility 
The  new 
Subaru  of 
may  not  t 
1986  unil 
record,  bu 
okay  with 
He's  happi< 
Subaru's  pr 
its  average 
tion  price,  \ 
risen  from  !j 
the  1993  mi 
to  $20,564  in 
model  yeai 
hopes  to  se 
cars  by  1998 
this  year's  < 
117,000.  "W€ 
going  to  gel 
says.  "We'r 
ing  in  a  sin 
ment,  but  c 
make  mone 
looks  like  Si 
finally  disco 
niche — the 
was  there  al 
By  Larr 
strong  in  Lo. 
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Similar  advances  in  portfolio  management 
help  avoid  the  hooks  and  slices  of  market  volatility. 


ternal  search  for  better  scores,  evolutions  in  golf  club 
ave  given  players  better  control  of  their 
he  same  applies  in  portfolio  manage- 
hich  is  why  significant  investors  rely  on 


The  Private  Bank 


asset  allocation  techniques,  supported  by  innovative  information 
technology  and  communications  systems,  and 
in-depth  knowledge  of  global  financial  markets. 
If  you  have  substantial  assests  to  invest,  call  Peter 


:rtise  of  Union  Bank  of  Switzerland.  UBS'  portfolio  E.  Guernsey,  Jr.  at  (212)  649-1075.  Find  out  why  core  portfolios 
ment  team  provides  clients  with  the  most  up-to-date       managed  by  UBS  have  meant  financial  security  for  generations. 


-  Switzerland,  1345  Avenue  of  the  Americas,  New  York,  NY  10105  Telephone:  (212)  649-7300.  Other  offices  m  North  America:  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal. 
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BOOKS 


THE  THING  THAT 

ATE  THE  KIDS'  MARKET 

Any  product,  any  medium:  Goosebumps  wants  it 


Eight-year-old  Tom 
Buzbee  usually 
spends  his  $3 
weekly  allowance 
on  the  same  thing, 
and  it's  not  candy 
or  pizza.  He  de- 
vours Goosebumps. 
The  Englewood 
(Colo.)  third -grad- 
er has  collected  most  of  the  49  kiddie 
thrillers  in  the  paperback  series  that 
R.  L.  Stine  has  churned  out  for  Scholas- 
tic Inc.  since  1992.  And  Tom  doesn't 
stop  with  the  surprise  endings.  Thanks 
to  some  help  from  his  parents,  the 
trademark  ghouls  now  grace  his  sheets 
and  pillowcases,  backpack,  a  flashlight, 
and  T-shirts.  "I  have  more 
stuff  than  anybody,"  he 
says.  He  also  reviews 
books  on  his  own  Web 
site  and  watches  the 
Goosebumps  TV  show 
every  week. 

Granted,  Tom 
is  some- 
thing of  a 
fanatic.  But 
multiply  him 
by  20  million 
"tweens,"  ages 
to  12,  and  you'll  be 
gin  to  understand 
the  scope  of  the 
Goosebumps  franchise. 
Despite  complaints 
from  some  parents  that 
they  are  too  gory,  the  books  regularly 
top  best-seller  lists.  The  television  show 
is  rated  No.  1  in  children's  fare.  The 
green-and-white  Goosebumps  logo  is 
splashed  on  everything  from  sunglasses 
to  software.  A  feature-length  film  is  un- 
der discussion. 

"WAKE-UP  CALL."  Grownups  may  be 
mystified  by  the  appeal  of  the  formulaic, 
watered-down  thrillers  with  titles  such 
as  Welcome  to  Dead  House  and  Egg 
Monsters  From  Mars.  But  there's  a 
very  adult  sensibility  behind  the  mar- 
keting strategy  that  built  a  kids'  book 
series  into  a  rapidly  growing  entertain- 
ment and  merchandise  brand.  Scholastic 


keeps  mum  about  the 
size  of  the  business, 
but  sources  say  an- 
nual sales  have  al- 
ready shot  past  the 
$100  million  mark,  usu 
ally  considered  a  blockbuster 
for  children's  products.  The  $3.99  books 
alone  sell  more  than  4  million  copies  a 
month,  and  two  related  series  with  out- 
side authors  have  been  launched.  "It'll 
be  a  billion-dollar  franchise  in  the  next 
couple  of  years,"  says  Margaret  Loesch, 
chief  executive  of  the  Fox  Kids  Net- 
work, who  offered  Scholastic  a  TV  deal 
after  watching  her  6-year-old  son  fall 
under  the  Goosebumps  spell. 

The  licensed  toys  and  TV  show  have 


an  interview  request,  hit  a  i 
mixing  horror  with  humor 
bumps  also  has  unusual  c 
power,  pulling  in  girls  and 
equal  numbers  at  an  a£ 
boys  start  to  shun  books 
of  television. 
From  the  b 
Scholastic  kne 
something  spe 
the  series,  1 
co-markets 
Parachute 
a  book  f 
partly  owi 
Stine's  wife.  The  1 
books,  which  reached 
through  bookstor< 
through  Scholastic's  be 
quickly  sold  50,000  copies  et 
third,  building  almost  entirely 
of  mouth,  sold  100,000.  But  ever 
increased,  producers  and  mercl 
wouldn't  touch  it.  "Everyone  se 
don't  work  on  TV,"  recalls  Del 
Forte,  president  of  Scholastic 
tions.  Even  her  own  staff  w 
warm.  "I  remember  thinking  t< 
'What  are  we  going  to  make 
Robin  Sayetta,  Scholastic's  lice 


BOOKS 


A  Rash  of  Goosebumps 

as 


49  titles;  160  million  in 
.  print;  4  million 
sold  every 
month  in  16 
languages 
including 
Chinese  and 
Czech; 
12  new 
titles  a 
year. 


44  licensees.  Items  include 
top-selling  Hasbro  board 
game,  Hallmark  party  goods, 
and  electron- 
ic games. 
Promotions 
with  Her- 
shey,  Pepsi, 
Pizza  Hut, 
and  Taco 
Bell. 


ENTERTAINMEIt 


No.  1  r 
kids'  T 
Three  | 
time  s| 
schedt 
movie 
under 
develoi 
videos  based  on  televisi 
show;  CD-ROM  just  out 
DreamWorks. 


DATA  SCHOLASTIC  INC. 


confounded  the  children's  book  indus- 
try, which  is  used  to  measuring  success 
strictly  by  the  number  of  books  sold. 
Few  books  have  made  the  transition 
from  paper  to  TV  screen,  where  the  big- 
merchandising  bucks  have  typically 
flowed.  "Goosebumps  is  a  wake-up  call 
for  all  of  us  to  look  at  all  of  our  books 
and  see  how  we  can  expand  them  into  a 
brand,"  says  Willa  Perlman,  president  of 
Golden  Books  children's  division. 

Goosebumps  was  an  especially  un- 
likely prospect  for  tv  and  licensing  suc- 
cess, since  the  series  lacks  recurring- 
characters  and  the  story  line  changes 
with  each  book.  But  Stine,  who  declined 


rector.  "There  was  no  character 
to  base  anything  on." 

To  give  the  brand-to-be 
Scholastic  designer  Sharon  Lis 
veloped  the  G-splat,  a  white 
splash  of  green.  She  also  create 
of  designs  to  keep  the  look  con: 
and  to  make  the  brand  instant] 
nizable.  Meanwhile,  to  gain  the 
parents,  Scholastic  came  up  y 
slogan  "Reading  is  a  Scream"  i 
tered  it  on  everything.  That 
the  problem  of  a  consistent  c 
that  could  embody  the  branc 
Curly,  a  skeleton  with  a  backw£ 
ball  cap  and  a  bandanna.  Now, 
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And  they're  aiming  to  us  by  the  thousands. 


it's  true  that  there's  safety  in  numbers,  then 
;w  MAS  90®  for  Windows®  must  be  bulletproof, 
ter  all,  it's  selling  at  six  times  the  rate  of  its 
it  competition.  And  it's  the  leading  choice  of 
,  accountants  and  finance  professionals, 
lie  reasons  are  simple. 

exibility,  for  one.  The  built-in  customization, 
'ation  and  report-writing  capabilities  are 
led  to  fit  most  any  kind  of  company  today, 
adapting  to  tomorrow's  changing  needs, 
s  also  amazingly  intuitive  —  a  smooth, 


c  Of  The  Art.  Inc.  MAS  W  and  MAS  40  for  Windows  arc  trademarks  ot 

ic  Art,  Int.,  and  Windows  is  a  registered  trademark  of  the  Microsoft  Corporatio: 


comfortable  program  that's  designed  to  work  the  way 
accountants  think. 

Plus,  migrating  from  the  original  MAS  90  is  quick 
and  easy.  And  the  Windows  and  DOS  versions  can  even 
be  used  simultaneously. 

For  more  information,  or  a  complimentary  demo 
disk,  just  call  State  Of  The  Art  at  1-800-390-3646. 
Or  you  could  just  ask  a  few  colleagues. 
A  few  thousand, 

,avbe'  HH5I9() 


for  Windows8 


Strength  in  number. 


People 


blazoned  on  products,  ads,  packages, 
and  a  five-foot  cardboard  replica  that 
shows  up  at  bookstores  for  promotions. 
The  only  place  he  doesn't  appear  is  in 
any  Goosebumps  story. 

Goosebumps'  credibility  took  off  in 
1994  when  Stine  topped  usa  Today's  list 
of  best-selling  authors,  surpassing 
Michael  Crichton  and  John  Grisham. 
"Suddenly,  everybody  was  saying.  Who 
is  this  guy?' "  Forte  recalls.  Loesch 
rushed  with  her  6-year-old  to  a  local 
store  and  snapped  up  a  copy  of  Say 
Cheese  and  Die!,  about  a  magic 
camera.  "He  loved  it,"  she  says. 
She  called  Forte  the  next  day 
and  offered  a  TV  deal.  Last  No- 
vember, Goosebumps  debuted 
on  Fox's  children's  network.  It 
quickly  became  the  most  wide- 
ly watched  kids'  show  on  TV, 
according  to  A.  C.  Nielsen  Co., 
and  an  avalanche  of  licensed 
products  soon  followed. 

Scholastic  limits  manufactur- 
ing to  about  40  licensees  and 
holds  the  design  reins  tightly 
to  protect  the  brand.  Re- 

The  book  series 
has  spawned 
the  most-watched 
kids'  show  on  TV 


HEIRS  APPARENT 


tailers  began  clamoring  for 
clothing  for  younger  kids,  for 
example,  but  Scholastic  refused 
to  make  anything  for  children 
under  7.  "Once  that  fifth-grader 
goes  to  the  school  assembly  and 
sees  a  kindergartner  in  a  Goose- 
bumps shirt,  it's  all  over,"  says 
Keith  Harband,  director  of 
'  brand  management. 

Now  the  Goosebumps  brand  is 
at  a  critical  stage:  It  must  prove 
it's  more  than  a  passing  fad.  Since  li- 
censed properties  are  typically  tied  to  a 
movie  or  event,  Scholastic  is  trying  to 
create  something  every  month  to  keep 
the  excitement  churning.  This  month, 
Pepsi-Cola,  Frito-Lay,  Taco  Bell,  and 
Hershey  launched  a  $30  million  Goose- 
bumps promotion  tied  to  Halloween. 
Fox  is  supporting  the  effort  with  a 
"Halloween  Fright  Week"  sweepstakes 
promoted  on  55  million  Frito-Lay  snack 
bags.  Three  prime-time  specials  are 
planned  through  next  May.  Scholastic 
hopes  that  all  the  hoopla  will  keep 
Goosebumps  from  turning  into  a  mere 
ghost  of  itself — a  fate  that  has  haunted 
a  horde  of  kids'  brands  before  it. 

By  I.  Jeanne  Dugan  in  New  York 


THE  ODD  COUPLE 
AT  HEINZ 

Can  a  cost-cutting  exec  meet  his  flamboyant  CEO's  £ 


PROFIT  SQUEEZE 


The  Tony  O'Reilly  show 
is  proceeding  in  Pitts- 
burgh's  ornate  Heinz  To  SUCCeed  O'Reilly, 
Hall  as  it  does  eveiy  Johnson  will  have  to 
September.  The  chairman  of  find  a  way  to  get 
H.J.    Heinz    Co. — media   ,    ,  ,  ., 
baron  and  former  rugby  double-digit  growth 
idol— has  the  shareholder  despite  Heinz's 
audience  in  his  pocket.  In  many  matUre  brands 
his  rich  Irish  baritone,  he 
wanders  off-script  to  crack  jokes  and 
compliment  an  elderly  questioner  on  her 
beauty.  But  this  year,  something  is  dif- 
ferent. O'Reilly,  who  has  stood  alone  atop 
Heinz  for  17  years,  orders  another  podi- 
um wheeled  onstage  and  introduces  a 
younger,  American  colleague  to  read  a 
dry  summary  of  Heinz's  operating  busi- 
nesses. At  60,  Anthony  J.  O'Reilly  ap- 
pears to  be  grooming  a  successor. 

The  plain-talking  William  R.  Johnson, 
named  Heinz  president  and  chief  oper- 
ating officer  in  June,  will  never  be  mis- 
taken for  the  bon  vivant  O'Reilly.  That's 
probably  a  plus,  ensuring  that  he  won't 
eclipse  his  spotlight-loving  boss.  But 


what  Johnson's  c 
the  top  job  really 
on  is  making  tl 
bers — and  at  He 
means  registering 
digit  earnings  grov 
tough  task,  given 
pany's  pantry  of 
brands.  "American 
going  to  treble  t! 
sumption  of  ketchup,"  O'Reilly 
So  the  48-year-old  Johnson,  v 
his  name  slashing  costs  and  s 
profits  out  of  Heinz's  tuna  and 
divisions,  must  wring  higher 
from  the  entire  $9  billion  comj 
growth,  he'll  look  abroad,  push 
food  in  India,  Weight  Watcher 
in  Brazil,  and  ice  cream  in  Ja] 
means  entire  months  away  frc 
burgh,  where  he  is  barely  set 
from  his  wife  of  24  years,  Su 
their  two  teenagers.  But  the 
payoff  is  rich.  Johnson  holds  1, 
stock  options.  If  he  can  meet  ( 
goal  and  push  Heinz's  stock 
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Can  Take  Years  To  Penetrate 
Latin  American  Markets. 
If  It  Can  Take  A  Few  Days. 
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Belda,  Vice-Chairman,  Alcoa 

Antonio  Kandir,  Minister  of  Planning,  Brazil 

Luiz  Felipe  Lampreia,  Minister  of  External  Relations,  Brazil 

>berger,  Chairman  &  CEO,  Entergy  Corporation 

Pedro  Malan,  Minister  of  Finance,  Brazil 

Thomas  "Mack"  McLarty,  Counselor  to  the  U.S.  President 

filler,  EVP-Latin  America,  Whirlpool  Appliance  Group 

liss  this  chance  to  learn  about  new  opportunities 
:ompany  in  Mercosur,  and  meet  the  business 
ical  leaders  who  can  help  you  turn  those 
ities  into  realities. 


The  Association  of  American  Chambers  of  Commerce  in 
Latin  America  (AACCLA) 
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Sponsored  by: 
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Johnson's  triumph  with  pet  food-quadrupling  earnin; 
five  years-vaulted  him  over  managers  of  glitzier  brai 


current  35  to  the  mid-40s,  he'll  make 
as  much  as  $20  million — and  go  a  long 
way  toward  seeming  the  ceo  slot. 

Although  the  two  men  seem  strik- 
ingly different,  they  share  one  trait. 
Former  rugby  player  O'Reilly  says  he 
wishes  he  had  been  able  to  try  Ameri- 
can football.  Johnson  is  the  oldest  son  of 
Bill  "Tiger"  Johnson.  Y.  A.  Tittle's  center 
on  the  San  Francisco  49ers  and  later 
head  coach  of  the  Cincinnati  Bengals. 
Both  tend  to  use  sports  terms,  like 
"putting  points  on  the  board,"  to  de- 
scribe business  and  life. 

Still,  the  contrasts  between  the  two 
are  stark.  Johnson,  who  lived  in  subur- 
ban Cincinnati  for  eight  years  while 
running  Heinz  Pet  Products 
and  Star-Kist  Foods  Inc.,  calls 
himself  a  "quintessential  Mid- 
westerner"  of  simple  tastes  and 
style.  O'Reilly,  who  owns  news- 
papers in  Ireland  and  Australia 
as  well  as  industrial  companies 
and  $250  million  in  Heinz 
shares,  spent  more  than  $2  mil- 
lion this  year  to  buy  one  of 
Jackie  Onassis'  diamond  rings 
for  his  wife  of  five  years,  shipping 
heiress  Chryss  Goulandris.  More  impor- 
tant, the  two  approach  business  from 
different  angles.  O'Reilly's  strength  is 
as  a  marketer,  since  his  early  days  in 
Ireland,  when  he  wrapped  butter  in 
golden  paper  and  dubbed  it  Kerrygold. 
Johnson  is  first  and  foremost  an  opera- 
tions man  who  earned  lus  spurs  shaving 
cents  off  the  cost  of  a  can  of  cat  food. 
THE  SIX  PILLARS.  Now,  as  the  two  em- 
bark on  a  tour  of  Europe  and  Asia, 
they're  intent  on  rejuggling  Heinz's  port- 
folio. The  idea,  announced  at  Septem- 
ber's annual  meeting,  is  to  sell  off  a  host 
of  mostly  small,  nonstrategic  businesses 
and  fortify  Heinz  around  six  pillai-s,  from 
Weight  Watchers  to  baby  food.  At  first, 
this  revamping  would  seem  the  domain 
of  O'Reilly,  who's  still  in  charge  of  what 
he  calls  "the  big  picture."  But  increas- 
ingly, his  strategic  thinking  revolves 
around  Johnson's  specialty,  operations. 

To  cut  manufacturing  costs — a  key 
part  of  the  plan — the  men  are  pursuing 
alliances  that  would  mean  sharing  facto- 
ry space  with  overseas  rivals.  "You  have 
to  be  mad  to  build  more  factories  when 
factories  already  exist,"  says  Johnson. 
He  won't  give  particulars  but  acknowl- 
edges that  the  two  are  meeting  with  ex- 
ecutives at  Unilever  and  Nestle. 


Consolidating  factories  is  old  hat  for 
Johnson,  who  merged  two  huge  busi- 
nesses and  shuttered  three  plants  after 
Heinz's  $725  million  purchase  of  Quaker 
Oat  Co.'s  pet-food  division  in  1995.  It 
was  his  triumph  with  pet  food,  where 
he  doubled  sales  and  quadrupled  earnings 
in  five  years,  that  led  O'Reilly  to  bypass 
managers  of  far  glitzier  brands  and  tap 
Mm  for  the  No.  2  job.  Johnson's  mission, 
says  O'Reilly,  is  "relentless  cost-cutting." 

Growing  up  a  coach's  son  in  Palo 
Alto,  Calif.,  Johnson  learned  about  the 
rewards  of  being  relentless — and  the 

WILLIAM  R.  JOHNSON 

TITLE  President  &  COO, 
H.J.  Heinz 

AGE  48 

SON  OF  Former  Cincinnati 
Bengals  coach  Bill  "Tiger" 
Johnson 

EDUCATION  BA,  University 
of  California  at  Los  Angeles; 
MBA,  University  of  Texas 

JOINED  HEINZ  1982,  after  man- 
agement jobs  at  Drackett,  Ralston 
Purina,  and  Anderson  Clayton 

ACCOMPLISHMENTS  Slashing 
costs  and  boosting  growth  at  Star- 
Kist  Foods  and  Heinz  Pet  Products 

GOALS  More  of  the  same  at  Heinz 
units  around  the  world 

POSSIBLE  PAYOFFS  Millions 
from  stock  options  and  the  top 
job  at  Heinz 

price  of  losing.  "It  was  an  environment 
where  if  you  lost,  it  was  pretty  morose 
for  a  week,"  he  says.  In  the  late  1960s, 
he  studied  political  science  and  econom- 
ics at  the  University  of  California  at 
Los  Angeles,  whose  basketball  lineups 
he  can  still  rattle  off.  But  it  wasn't  till 
he  went  to  business  school  at  the  Uni- 
versity of  Texas  that  Johnson,  who  gave 
up  sports  after  high  school,  found  an 
outlet  for  his  drive.  Over  the  next  eight 
years,  he  climbed  through  management 
posts  at  food  companies  Drackett,  Ral- 
ston Purina,  and  Anderson  Clayton. 

In  1982,  David  W.  Sculley  offered  him 
a  job  at  the  Heinz  USA  Div.,  and  John- 
son seemed  to  have  found  a  golden  con- 
nection. As  Heinz  reveled  in  the  1980s 


consumer  binge,  speculation  sw 
Sculley,  brother  of  former  Af 
puter  Chairman  John  Sculley, 1 
day  succeed  O'Reilly. 

But  colleagues  could  see  t 
son  might  not  settle  for  No.  2. 
his  goals  set  so  clearly,"  recalls 
wondered  how  he'd  take  it  if  h 
appointed."  As  it  turned  out,  it 
son  the  cost-cutter  who  was 
positioned  for  the  austere  19£ 
Sculley  saw  his  hot-growth  j 
especially  Weight  Watchers  In 
al  Inc. — stumble,  Johnson  was 
nati  instituting  "price-based  cos 
idea  wTas  that  in  certain  marke 
them  pet  foods  and  tuna,  consu 
So  Johnson  calculated  the  prices 
would  pay  and  drove  costs  do\ 
ingly — reversing  the  usual  c 
pricing.  With  Heinz's  Amore  ca 
ing  out  to  Friskies,  for  exampli 
asked  "how  we  could  sell  our  ] 
two  for  790,"  says  one  exec 
leaned  on  production,  packa 
marketing  till  he  ensured  th 
could  undersell  Friskies  and 
money.  Similar  tactics  lifted  i 
market  share  15  points  in  two 
"NO  TURF  BATTLES."  In  1992 
named  Johnson  to  head  operati 
Pacific,  a  vital  growth  market, 
he  struggled  with  brand  pira 
primitive  infrastructure.  At 
time,  though,  he  boosted  expo; 
New  Zealand  subsidiary,  Wat 
into  Japan,  while  lifting  ketc 
there  by  64%  in  1995.  Last  Jur 
after  Sculley  left  to  start  a  vei 
ital  fund  with  John  and  anothe 
Arthur,  Johnson  got  his  promc 

The  news  stirred  minors  th 
ly,  who  has  lost  a  lot  of  weig] 
and  preparing  to  retire.  O'Rei 
that  he  merely  took  his  doctc 
and  dieted — on  a  steady  suppl 
ucts  from  Weight  Watchers  and 

Like  a  quarterback  paiTyin 
son  queries  about  the  Sup 
O'Reilly  deflects  questions  aboi 
and  the  eventual  succession.  Ii 
focuses  on  the  wiiole  manager 
and  how  much  they'll  all  make 
hits  his  numbers.  "All  of  the  s( 
presidents  have  more  than 
shares  in  options,"  he  notes.  "' 
no  turf  battles  here."  Just  lil 
ther  the  coach,  Johnson  can 
lots  of  support — as  long  as  he's 
By  Stephen  Baker  in  1 


178  BUSINESS  WEEK  /  NOVEMBER  4.  1996 


Businesses  need  more 
than  the  traditional  "3  Rs"„ 
in  education  to  have  a 


Make  The  Connection 


IS  H  E  R 

of  the  Board 

il  Group  Companies,  Inc. 


competitive  edge  in  the 
twenty-first  century. 
Add  the  arts  as  the  "fourth 
R"  to  the  educational 
mix  and  watch  students 
develop  into  adults  who 

•  think  creatively, 

•  have  high-level 
communication  and 
interpersonal  skills, 

•  work  flexibly 
across  disciplinary 
boundaries, 

•  understand  the  multi- 
cultural dimensions  of 
our  world,  and 

•  possess  a  technological 
competence  needed  for 
the  information  age. 

Invest  in  your  employees  of 
tomorrow — become  a  partner 
to  arts  education  today. 
For  more  information,  please 
contact  the  Getty  Education 
Institute  for  the  Arts  at 
1200  Getty  Center  Drive, 
Suite  600,  Los  Angeles, 
California  90049-1683 
http://www.artsednet.getty.edu/ 
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the  Getty 

EDUCATION 
INSTITUTE  FOR 
THE  ARTS 


Finance 


INVESTING 


FOR  THEM,  AN  HOUR 
IS  LONG-TERM 

Day  traders  go  for  quick  in-and-out  gains-and  lots  of  them 


Three  months  ago,  Michael  Corcione 
kissed  the  corporate  world  good- 
bye and  quit  his  job  as  a  product 
manager  at  real-time  financial-data 
provider  Standard  &  Poor's  ComStock 
Inc.  It  wasn't  a  decision  he  made  light- 
ly. "I  have  two  kids  under  2  years  old,  I 
own  a  home  that's  not  fully  paid  for, 
and  my  wife  doesn't  work,"  says  Cor- 
cione, 29.  But  he's  so  convinced  of  the 
growth  potential  in  his  new  field  that  he 
decided  the  risk  was  worth  it. 

Corcione's  new  profession:  day  trad- 
ing. He  isn't  alone  in  his  new  pursuit. 
Thousands  of  people  from  all  walks  of 
life  are  joining  the  ranks  of  stock-mar- 


ket day  traders,  who  move  in  and  out  of 
stocks  on  a  daily  basis,  rarely  holding 
positions  overnight.  Some  firms  are  cap- 
italizing on  the  craze  by  offering  schools 
for  day  trader  wannabes,  charging  as 
much  as  $5,000  for  a  four-week  course 
(box).  "John  Q.  Public  is  coming  in  and 
learning  to  trade,"  says  Philip  A.  Dina, 
president  of  Dina  Securities,  a  day-trad- 
ing firm  in  Wayne,  N.J.  "The  veil  has 
been  lifted  from  Wall  Street." 

Most  investors  buy  stocks  with  the 
expectation  that,  over  the  long  run,  the 
stock  will  rise  by  scores  of  points.  But 
day  traders'  horizons  may  be  the  next 
two  hours — or  the  next  20  seconds.  And 


they  think  in  terms  of  trying  t 
quarter  or  eighth  of  a  point. 
Can  you  make  money  on  an 
a  quarter?  You  sure  ca: 
typical  1,000-sha 
an  eighth  of 
centage  poir 
and  a  quai 
is  $250.  W 
missions  a 
ip  $40  for  an  i 
jff'  trade,  thos 
gains  can  adi 
you  do  it  right, 
make  any  mor 
anyplace  else,"  s 
my,  a  veteran  tr 
Dina  Securities 
not  want  to  giv 
name.  Sol,  a 
trader  workin 
Jimmy,  is  hoc 
much  better 
'-■  lantic  City.  Ii 
stant  rush." 
trading  is  fa 
than  many  pe< 
ize,  and  the  roa 
es  is  littered 
falls— and  failur 
Generally,  i 
$50,000  to  $150,000  i 
W>-  marketable  securities  f 
y  trader  to  get  started.  Da; 
use  margin  so  they  can  get  tl 
power  of  twice  that  amount 
some  cases  even  more  lever 
that.  Day  traders  fall  into  t 
camps:  Some  focus  on  NASDi 
and  trade  through  Nasdaq's  c 
ized  Small  Order  Executior 
(soes).  Others  sign  on  with  fin 
to  short-term  trading  in  N 
Stock  Exchange-listed  stocks, 
trade  on  the  NYSE's  SuperDO' 
There  are  no  hard-and-fast 
charting  the  growth  of  day  trs 
timates  of  the  number  of  da; 
range  from  2,000  to  10,000.  Ac< 
the  National  Association  of  i 
Dealers,  soes  trading  accounts 
15%  of  all  nasdaq  National  Ma 
tern  trades,  and  about  10%  of 
volume. 

WATCH  AND  WAIT.  What  stra 
day  traders  follow  to  pick 
eighths  and  quarters?  Many  fo 
ket  momentum.  For  example,  : 
announces  stronger-than-expec 
ings.  The  day  trader  immediate 
es  a  button,  and  a  buy  order  is 
for  1,000  shares  of  xyz  within 
At  the  same  time,  the  day  tr; 
place  an  order  to  sell  the  sam< 
a  quarter-point  higher.  If  th< 
starts  to  move  up,  the  sell  on 


id  the  trader  walks  away  with 
4  gain  on  every  share  that's 
t. 

day  traders  are  known  as 
dits."  These  traders  watch  the 
isk  prices  of  nasdaq  market 
the  firms  that 
dy  to  buy  or 
rticular  stock 
ticular  price, 
larket  maker 
ricing  is  not 

line  with  the 
rket  makers, 

bandits  are 

strike.  Sup- 

market  maker  "YOU  Call  t  IRaKC 

lg  to  buy  a 

any  more  money 


"It's  better  than 
Atlantic  City. 
It's  a  constant 
rush,"  says  Sol. 


anyplace  else," 
insists  Jimmy 


5'/«  (the  bid) 
g  to  sell  at  5K 
.  Meanwhile, 
irket  makers 
reased  their 
isk  prices  to 
i.  A  soes  ban- 
it  blA  from  the 
;et  maker  and 

sly  sells  to  any  other  at  5%. 
w  trading  houses  teach  these 
;  and  many  others  to  novice 
ndeed,  a  new  day-trading  shop 
pop  up  every  other  week, 
en  explosive  growth  in  the  de- 
>m  that  marketplace,"  says 
Connell,  president  of  Standard 
DomStock,  which  is  developing 
id  products  for  day-trading 
ie  market  leader,  Brooklyn's 


Datek  Securities  Corp.,  has  grown  from 
five  day  traders  in  1992  to  more  than 
500  today.  Houston's  Block  Trading  added 
10  branch  offices  in  the  past  year  and 
hopes  to  open  at  least  one  office  every 
two  months.  All-Tech  Investment  Group 
in  Montvale,  N.J.,  is 
also   expanding,  with 
branch  offices  opening  in 
Chicago,  Detroit,  and 
Boca  Raton,  Fla.  More 
offices  are  planned  for 
Boston,  San  Diego,  and 
Stamford,  Conn. 

The  340  traders  at 
Schonfeld  Securities 
Inc.,  headquartered  in 
Jericho,  N.  Y.,  concen- 
trate  on   Big  Board 
stocks.  These  traders 
may    hold  positions 
longer      than  soes 
traders — as  long  as  a 
day  or  two — and  target 
gains   of  one-half  to 
three-quarters    of  a 
point.   About  250  of 
Schonfeld's  traders  trade  for  the  firm's 
account;  the  others  trade  their  own 
money  or  that  of  high-net-worth  indi- 
viduals. According  to  a  survey  carried 
out  jointly  by  kpmg  Peat  Marwick  and 
Hofstra  University,  Schonfeld's  firm  is 
the  fastest-growing  private  company  on 
Long  Island,  with  a  1995  revenue  in- 
crease of  325%. 

Firms  such  as  Schonfeld  and  Datek 
clear  their  own  trades,  which  keeps 


costs  low.  Schonfeld  also  gets  a  cut  of 
the  profits  made  by  the  individuals  who 
use  the  firm's  money  to  trade.  "They 
end  up  getting  a  little  over  50%  of  the 
profits,  and  we  take  all  the  risk,"  says 
Schonfeld.  "If  someone  sticks  it  out  for 
two  years,  there's  an  85%  chance  they'll 
make  a  living  at  it,"  says  Schonfeld. 
"Whether  it's  an  adequate  living  of 
$50,000  to  $75,000,  or  $100,000  to 
$200,000,  that's  another  story." 
LUCRATIVE  CAREERS?  At  firms  focused 
on  nyse  stocks,  individuals  may  be  able 
to  enter  into  an  arrangement  that  af- 
fords them  a  lot  of  leverage.  Even  when 
traders  use  their  own  money,  "you  can 
become  a  proprietary  trader  of  the  firm, 
and  the  firm  may  want  to  extend  you  six 
or  eight  times  your  money,"  says  Cor- 
cione,  who  day  trades  nyse  stocks  at 
On-Site  Trading  in  Great  Neck,  N.  Y.  "In 
return,  the  firm  shares  in  your  profits." 

Some  day  traders  have  lucrative  ca- 
reers, but  a  big  payoff  is  far  from  a  sure 
thing.  On  average,  soes  traders  make 
about  $20  per  trade,  says  Ohio  State 
University  Professor  Paul  Schultz,  who 
has  done  extensive  research  on  trading 
in  the  nasdaq  market.  "On  a  good  trade, 
you  can  make  $125  or  $250  before  com- 
missions," he  says.  "But  you  lose  fre- 
quently, too,  so  the  average  gain  is  con- 
siderably less  than  an  eighth  of  a  point." 

Still,  the  allure  of  being  your  own 
boss,  and  the  expectation  of  grinding 
out  a  good  living  on  eighths  and  quar- 
ters, may  give  this  craze  staying  power. 
By  Suzanne  Woolley  in  New  York 


TEACHING  THE  MASSES  TO  SEIZE  THE  DAY 


idfakes.  Wiggles  and  jiggles, 
arket  makers,  short  sales, 
chnical  analysis.  In  four 
,  Harvey  Houtkin's  All-Tech 
ment  Group  in  Montvale, 
explains  not  only  what  those 
mean  but  also  how  to  profit 
hem.  The  price  tag:  $5,000. 
Tech  wants  to  bring  day  trad- 
the  masses.  It  says  400  to  500 
have  gone  through  its  school 
t  opened  in  spring,  1995.  "We 
ihe  average  person  access  to 
irket,"  says  Houtkin,  All-Tech's 
ent.  The  classes  were  free  at 
»ut  they  attracted  too  many 
5ers,  he  says.  Houtkin  claims 
out  of  10  people  who  take  the 
will  be  successful  day  traders. 
E.  Trading  school  begins  with  a 
of  classroom  instruction.  Stu- 
learn  what  kind  of  people  suc- 
n  day  trading  (disciplined  peo- 
10  control  their  emotions,  cut 


DAY  TRADING  TRAINING 
PROGRAM 


losses  quickly,  and  never  hold  a  posi- 
tion in  a  stock  overnight),  how  to 
spot  market  trends,  how  the  systems 
work,  and  what  rules 
and  regulations  gov- 
ern the  market. 

In  week  two,  "pa- 
per-trading" starts — 
making  trades  that 
get  executed  in  theo- 
ry. Some  people  pa- 
per-trade for  two 
months  before  they 
choose  to  move  into  a 
"halfway  room"  where 
they  make  real 
trades,  albeit  under 
supervision.  Students 
who  trade  at  All-Tech 
get  a  $2.50  discount 
on  commissions  for  six  months  or  un 
til  the  discounts  add  up  to  $5,000. 

Not  every  student  is  allowed  to 
work  in  the  office,  however.  "You 
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have  to  trade  enough  for  it  to  make 
economic  sense  to  keep  you,"  says 
Houtkin.  "Enough"  is  20  tickets  a 
day  or  $450  in  commis- 
sions ($25  a  trade,  less 
the  $2.50  discount).  Com- 
missions range  from  $20 
to  $31.25,  depending  how 
often  people  trade.  The 
80  to  100  people  who 
don't  trade  in  All-Tech's 
office  work  through  a  re- 
mote trading  system. 

Houtkin  doesn't 
promise  success.  "We 
give  you  the  tools.  If  you 
have  the  talent,  you  can 
do  very  well,"  he  says. 
No  matter  what,  "they 
know  more  about  the  re- 
ality of  the  market  after  being  here 
than  if  they  had  gone  to  Harvard." 

By  Suzanne  Woolley 
in  Montvale,  N.  J. 
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STEP  ASIDE,  ELAINE. 

NOW,  THE  BIG  NAME  IS  ABBY 

Cohen  called  the  6000  Dow  and  currently  forecasts  6400 

Investors  were  already  get- 
ting skittish  when  strategist 
Abby  Joseph  Cohen  of  Gold- 
man, Sachs  &  Co.  offered  an 
upbeat  forecast  for  the  second 
half  of  1996.  In  her  July  2  re- 
port, she  argued  that  good  cor- 
porate earnings  and  a  benign 
interest-rate  backdrop  would 
send  the  Standard  &  Poor's 
500-stoek  index  to  700,  or  6000 
on  the  Dow  Jones  industrial 
average,  by  yearend.  At  that 
point,  the  Dow  stood  a  little 
above  5700. 

Within  days,  Cohen's  fore- 
cast looked  like  a  loser.  A 
lethal  mix  of  higher  interest 
rates  and  disappointing  earn- 
ings reports  sent  stocks  reel- 
ing. As  the  Dow  shed  nearly 
400  points  over  the  next  three 
weeks,  Cohen  kept  phoning 
clients  with  reassuring  words 
and  writing  reports  that  refut- 
ed bearish  scenarios.  Says  Co- 
hen: "I  felt  like  an  athlete  that  trained 
long  and  hard  for  the  big  event  and 
was  finally  put  to  the  test." 

Now,  the  Dow  is  over  6000  and  the  44- 
year-old  Cohen,  of  the  borough  of  Queens 
in  New  York  City,  wife  of  a  labor  lawyer 
and  mother  of  16-  and  10-year-old  daugh- 
ters, is  wearing  the  gold.  She's  grabbed 
some  of  the  spotlight  from  rivals  such  as 
Byron  R.  Wien  of  Morgan  Stanley  &  Co. 
and  independent  Elaine  M.  Garzarelli.  Wien 
recently  recanted  his  April  forecast  of  a 
1,000-point  Dow  decline.  Garzarelli's  sell 
signal  came  July  23,  the  day  the  market  hit 
bottom.  She  remains  bearish,  looking  for  a 
15%-to-25%  decline. 

Cohen  looks  especially  heroic  to  her 
clients.  "I  used  to  think  Abby  was  great," 
says  Richard  S.  Strong,  chairman  of 
Strong  Funds,  with  $22  billion  in  assets. 
"Now,  I  think  she's  incredible.  She's  vi- 
sionary." Earlier  this  year,  says  Strong, 
he  was  convinced  the  economy  was  head- 
ing for  recession,  but  Cohen  persuaded 
him  otherwise.  "Abby  has  a  high  degree 
of  intellectual  self-confidence  because  her 
conclusions  are  always  based  on  her  own 
rigorous  analysis,"  says  Richard  B.  Hoey, 


out  of  markets."  She  uses  < 
models,  too,  but  very  carefully, 
job  was  as  a  junior  economi 
Fed,  and  I  learned  right  a1 
models  blow  up  if  the  econo: 
ronment  changes,"  she  says. 

Indeed,  she  argues  that  w 
many  investors  astray  is  that 
onto  old  ideas  about  the  ecor 
the  markets  without  observii 
happening  now.  For  instance, 
gue  that  given  the  history  of 
expansions,  an  inflation  surge  is 
MORE  PATIENCE.  What  that  i 
misses,  says  Cohen,  is  the  cha: 
flation  expectations.  "In  the  19r 
ever  you  bought  at  the  superr 
the  last  trip  was  a  few  cents  i 
the  next  trip,"  she  says.  "So  y( 
two  to  beat  the  next  increa 
nesses  did  the  same,  and  built 
ventory,  figuring  they  could  i 
more  later."  Such  behavior  ad 
inflation.  Today,  consumers  wail 
and  companies  don't  have  prici 
so  they  keep  inventories  lean. 

This  new  behavior  also  helj 
vent  the  excesses  in  the  econ 
lead  to  recessions  and  produces 
economic  expansion.  Back  in 
1990s,  Cohen  first  characterizec 
nomic  expansion  as  "Silly  Pu 
got  the  idea  while  working  at  i 
day  and  pressing  a  wad  of 
playstuff  onto  a  sketch  she  h; 
of  the  typical  business  cycle,  wl 
like  the  letter  S  turned  on  its 
image  was  transferred  to  the  ! 


Garzarelli's  sell  signal  came  on  the  day 
the  market  hit  bottom.  Cohen  was  making 
bullish  case  during  the  entire  decline. 

COHEN  USES  OLD-FASHIONED,  FUNDAMENTAL  ANALYSIS  FOR  HER  PREDH 


chief  economist  at  Dreyfus  Corp.,  who 
worked  with  Cohen  during  the  1980s  at 
Drexel  Bumham  Lambert  Inc.  Although 
Cohen  failed  to  forecast  the  treacherous 
bond  market  of  1994,  her  overall  perfor- 
mance since  she  joined  Goldman  in  1990 
has  been  top-drawer,  and  she  was  pro- 
moted to  managing  director  on  Oct.  16. 
"She  should  have  been  made  a  partner," 
says  one  client. 

There's  no  magic  formula  behind  Co- 
hen's forecasts,  just  old-fashioned  fun- 
damental analysis.  "We  look  at  what's 
going  on  in  the  economy,  with  compa- 
nies, and  what's  going  globally,"  she 
says.  "We  then  look  at  how  securities 
are  valued,  and  if  they  are  attractive 
given  the  economic  environment.  Final- 
ly, we  also  look  at  fund  flows  in  and 


ty,  and  she  lifted  it,  and  pulled 
sideways.  Lo  and  behold,  she 
with  a  picture  of  a  long,  mu 
ness  cycle.  The  metaphor  struc 
with  U.  S.  investors,  but  left 
clients  puzzled.  On  her  nexl 
Japan,  Cohen  brought  along 
ages  of  Silly  Putty,  demonst: 
use,  and  gave  it  to  clients  as  s 

With  an  elongated  economi 
sion,  Cohen  says,  you  get  a  lo: 
market.  Her  next  target:  75i 
s&P,  about  6400  on  the  Dov 
reachable  in  the  next  six  to  12 
That's  not  necessarily  the  en 
bull  market,  she  says,  but  only 
her  analysis  has  gone.  Abby  Cc 
not  speak  before  her  homewor 

By  Jeffrey  M.  Laderman  in  1 
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I  When  you  add  more  memory  to  Microsoft'  Otfice, 
|  interesting  things  begin  to  happen. 
T  Suddenly,  you're  scanning  powerful 
ito  your  presentation.  And  moving  complex 
'ound  at  will.  You  can  download  data  fn  >m  the  Internet 
t  your  cogent  analysis.  Then  e-mail  the  whole  thing  to  your 
associates  in  London.  All  before  lunch.  Since  you've  already 
i  Microsoft  software,  why  not  be  sure  you  have  the  finest  memory  to 
That,  of  course,  would  be  Kingston*  memory.  Kingston  design 


engineers  use  exactly  the  same  specifications  system  manufacturers,  like 
v  \  \  \  Apple,*  use.  So  compatibility  is  assured.  And  we  test 
every  cell  on  every  chip  on  every  module.  (On  a  16 
megabyte  module,  that's  128  million  cells.)  As  a  spe- 
cial offer  from  Microsoft  and  Kingston,  registered  Macintosh' 
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CRASHING  THROUGH 
GLASS-STEAGALL 

The  wall  between  banks  and  brokers  will  crack-by  federal  fiat 


It's  been  the  bankers'  lament  for 
decades:  Outdated  laws  from  the  De- 
pression hamper  them  from  offering 
other  financial  services,  while  letting  ri- 
vals offer  banklike  products  such  as 
commercial  paper  and  cash-management 
accounts.  Yet  repeated  attempts  by  the 
commercial  banks — including  a  big  push 
this  year — to  convince  Congress  to  lev- 
el the  playing  field  have  been  thwarted 
by  powerful  insurance  and  brokerage 
interests  that  favor  the  status  quo. 

Well,  here  come  the  banks.  With  Con- 
gress safely  out  of  town,  federal  regu- 
lators are  poised  to  enact  new  rules 
that  will  smash  gaping  holes  in  the 
Glass-Steagall  Act— the  statu- 
tory Berlin  Wall  separating 
commercial  banks  from  invest- 
ment banks.  In  coming  weeks, 
the  Federal  Reserve  is  expected 
to  boost  the  share  of  revenue 
that  banks'  securities  affiliates 
can  derive  from  underwriting 
corporate  stocks  and  bonds  from 
10%  to  25%. 

What's  more,  the  Comptroller 
of  the  Currency  plans  to  issue 
new  rules  by  yearend  to  give 
banks  broader  entree  into  a 
range  of  financial  services 
through  new  operating  sub- 
sidiaries (table).  While  Comp- 
troller Eugene  A.  Ludwig  isn't 
talking,  Washington  lobbyists 
predict  he  could  set  his  own 
ceiling  on  securities  activity  to 
as  much  as  49%  for  banks  he 
regulates.  Those  changes  could 
enable  the  biggest  commercial 
banks  to  acquire  large  Wall 
Street  investment  firms. 

That's  not  all.  Lobbyists  pre 


vice-president  of  the  Independent 
Bankers  Assn. 

To  be  sure,  Ludwig's  sweeping 
changes  will  anger  lawmakers  who  view 
the  Comptroller's  gambit  as  an  end  run 
around  their  legislative  authority.  The 
pending  changes  are  also  raising 
the  hackles  of  brokers  and  insurers,  who 
fear  they  will  suddenly  be  put  at  a  com- 
petitive disadvantage — and  they  could 
derail  the  protracted  congressional  ef- 
forts to  deregulate  all  financial  services. 
Ludwig  "is  going  to  have  to  justify  his 
actions  in  court,"  warns  Gary  E.  Hughes, 
chief  banking  counsel  for  the  American 
Council  of  Life  Insurance  (acli).  "If  the 


UNLEASHING  THE  BANKS 

Proposed  federal  regulations  will  allow  banks  to 
eocpand  into  new  businesses 


STOCK  AND  BOND  UNDERWRITING  The  Fed  will 
raise  the  revenue  that  banks  can  derive  from  securi- 
ties underwriting  from  10%  to  25%.  Ludwig  could 
diet  the  Comptroller  may  also    up  that  for  some  banks  to  as  much  as  49%.  mentum  picking  up,"  s 


regulators  give  banks  these 
there  will  be  nothing  left-  [for  1 
negotiate."  But  bankers  insist  t 
afford  to  wait  for  Congress  to  n< 
truce  in  the  financial-service  wa 
for  courts  to  referee  challengt 
Comptroller's  moves.  As  rivals 
creased  their  offerings  of  bankl 
ucts,  bankers  have  watched  th 
of  the  financial-service  market 
26%  from  30%  in  1990  and  6 
World  War  II. 

POWERFUL.  Ludwig  isn't  tip 
hand,  but  the  Clinton  confidant 
mer  banking  lawyer  is  clear! 
his  strength;  four  U.S.  Suprei 
verdicts  in  recent  years  hav 
his  authority  to  grant  new  ban! 
In  early  October,  Ludwig 
American  Banker  that  he  ha; 
thority  to  approve  "any  financ: 
ty  and  anything  incidental  to 
cial  activity,  provided  thz 
fundamentally  safe."  Lobbyis 
he'll  approve  as  many  as  possil 
Congress  reconvenes.  "Ludwig 
enough  requests  are  approved, 
won't  be  able  to  put  the  horse 
the  barn,"  says  Alexan 
consultant  Bert  Ely.  "I 
ing  clients  to  push  the 
with  their  applications 
Wall  Street  analyst 
that  the  one-two  con 
the  Fed  and  Comptrol 
set  the  stage  for  a 
mergers,  with  U.  S.  an 
banks  bidding  for  smj 
kerages  such  as  Lehmj 
ers  and  Oppenheimer 
marriages  between  b; 
insurers  could  also  he  ; 
a  stunning  reversal,  t' 
board  on  Sept.  20  auth 
lobbyists  to  negotiate 
tive  settlement  allow 
mon  ownership  of  bank 
surers.  The  insurance 
may,  too,  drop  their  I 
opposition.  That's  mus 
ears  of  the  Clinton  ad 
tion,  which  plans  to  i 
Ludwig's  wake  with  a 
deregulation  bill  in  1 
Congress.  "There's  a  1< 


give  banks  more  freedom  to  sell 
life  and  auto  insurance — and 
even  create  travel  and  real 
estate  agencies.  For  a  banking 


INSURANCE  The  Comptroller  is  likely  to  make  it  eas- 
ier for  banks  to  sell  life  insurance.  Most  are  restricted 
to  selling  insurance  from  small  iowns;  regulators 


D.  Hawke  Jr.,  the 
Dept.'s  Under  Secretar 
mestic  finance.  If  Lud 
vails  in  reshaping  the 


industry  used  to  grinding  it  out    COukJ  _e5*-*!li5i P^^^^^^l..    industry,  it  will  be  the 


in  Congress  each  year,  only 
to  gain  little  ground,  these 
moves  "are  the  equivalent  of  a 
40-yard-long  bomb,"  says  Ken- 
neth A.  Guenther,  executive 


OTHER  NONBANK  ACTIVITIES  The  Comptroller 
could  expand  interpretation  of  financial  activities  to 
let  banks  operate  travel  and  real  estate  agencies. 

DATA:  BUSINESS  WEEK 


and  insurers  lamenting 
tus  quo. 

By  Dean  Foust  in  1 
ton,  with  Alison  Rea 
York 
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On  January  1,1997 
Next  Century  Begins. 


We  seem  to  be  a  little  ahead.  But  then  we  always 
have  been. 

Twentieth  Century  Mutual  Funds  and  The  Benham 
Group  are  well-known  as  forward  thinkers. 

Now  we  have  combined  our  investment  strengths 
into  something  new  and  more. 

Starting  January  1,  there  will  be  something  bigger 
and  better  than  the  both  of  us.  We  believe  it  will  put 
you  even  farther  ahead. 

American  Century.  Investing  in  your  future. 


American 
Century 
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BANKING 


to  oversee  BofA's  branches,  lacked  the 
analytical  skills  for  the  top  retail  job. 
Neither  was  available  for  comment. 

To  find  its  retail  chief,  BofA  recently 
hired  the  San  Francisco  search  firm  Se- 
cura/Bumett  Partners,  according  to  peo- 
ple familiar  with  the  search.  Speculation 
centers  on  top  retail  banking  strategists 
experienced  in  managing  far-flung  opera- 


RETAIL  REHAB 

AT  BANK  OF  AMERICA 

A  lot  is  riding  on  who  the  new  consumer-banking  chief  will  be 

■  t's  an  awesome  job — commanding  an 
I  empire  of  more  than  2,000  branches 
I  in  10  Western  states,  6,900  automat- 
ed teller  machines,  hundreds  of  super- 
market banking  facilities,  plus  sub- 
sidiaries in  Asia — and  BankAmerica 
Corp.,  which  runs  the  nation's  biggest 
retail  banking  facilities,  must  fill  it  fast. 
Early  in  October,  the  nation's  third- 
largest  bank  announced  the  impending 
retirement  of  consumer  banking  chief 
Thomas  E.  Peterson  and  the  abrupt 
resignation  of  Luke  S.  Helms,  his  top 
deputy.  The  San  Francisco-based  bank 
didn't  name  a  successor.  Instead,  it  said 
it  had  launched  a  search  for  an  execu- 
tive who  would  combine  the  responsi- 
bilities of  the  two,  becoming  BofA's  re- 
tail czar  and  second  most  powerful 
figure.  But  amid  uncertainty  at  the  top, 
present  and  former  staff  members 
warn  that  the  bank's  retail  operations, 
currently  44.8%  of  net  income,  have 
been  drifting.  Complains  one  BofA  retail 
middle  manager:  "We're  not  sure  where 
the  bank  is  going." 

The  shakeup  at  least  shows  that  ceo 
David  A.  Coulter  is  set  to  make  big 
changes  in  BofA's  sprawling  retail  net- 
work. Coulter,  49,  is  a  brainy,  num- 
bers-crunching corporate  banker  who 
turned  BofA's  global  wholesale  network 
into  a  prodigious  moneymaker  before 
becoming  chief  executive  at  the  begin- 
ning of  the  year.  While  he  lacks  a  retail 
background,  he  has  openly  complained 
that  consumer  banking  at  BofA  needs 
an  up-to-date  business  strategy. 
OUTSIDE  heavyweight.  Coulter,  who 
declined  to  be  interviewed,  has  been 
boning  up  on  consumer  banking  while 
pushing  the  development  of  a  new 
strategy.  He  has  decided  to  hire  a 
heavyweight  from  outside  the  bank  as 
his  new  retail  chief,  say  people  close  to 
the  bank.  Peterson,  61,  a  gruff  con- 
sumer-products specialist,  wanted  to 
retire  last  year,  but  was  asked  to  stay 
on  during  a  transition,  the  bank  says. 
And,  say  former  staff  members,  Coul- 
ter judged  that  Helms,  52,  a  super- 
salesman  who  ran  BofA's  highly  prof- 
itable Seafirst  Corp.  unit  in  Washington 
State  before  moving  to  headquarters 


lyst  Raphael  Soifer.  What's  m 
rent  and  former  BofA  manag 
that  Coulter's  prolonged  revi< 
tail  businesses  has  hindered  1 
from  taking  full  advantage  of 
fusion  over  at  archrival  Wei 
&  Co.,  which  is  digesting  its  a< 
of  First  Interstate  Bancorp.  B 
agers  say  important  product 
have  been  postponed,  such  as 
ing  for  bringing  Smart  Care 
payment  system,  to  market. 
HOME  DEPOSITS.  For  its  par 
spokesman  insists  the  retail  n< 
thriving.  The  bank  earn( 
million  from  consumer  operatic 
first  nine  months  of  1996,  he  ni 
ducing  a  respectable,  though  nc 
industiy-leading,  17.56%  return 
for  those  businesses.  It  also  ir 
several  new  products,  includin 


.  THE  T0-D0  L 


Challenges  facing  B 
America's  huge  con: 
business 


tions.  One  name  being  floated  is  Bank 
of  Boston  Corp.  Vice-Chairman  Edward 
A.  O'Neal,  who  was  recently  shunted 
into  a  staff  job  following  a  merger.  Some 
executive  recruiters  think  a  dark  horse 
from  outside  banking  could  get  the  nod. 
O'Neal  didn't  respond  to  a  request  for 
comment. 

Coulter  generally  gets  high  marks 
for  his  deliberate  style  and  meticulous 
planning.  But  analysts  say  his  handling 
of  the  retail  transition  has  been  awk- 
ward. With  Helms  gone  and  Peterson  a 
lame  duck,  "it  clearly  would  have  been 
better  for  BankAmerica  to  have  iden- 
tified a  strong  successor  sooner,"  says 
Brown  Brothers  Harriman  &  Co.  ana- 


►  Hammering  out  i 
strategy  in  the  face 
aggressive  push  fror 
archrival  Wells  Fargi 
major  force  in  the  V 

►  Adopting  new  tec 
gies  while  maintaini 
profit  growth 

►  Unifying  retail  op 
tions,  which  were  d 
under  the  old  team 

►  Maintaining  staff 
morale  despite  likeh 
lection  of  outsider  a 
new  retail  chief 

►  Fixing  or  divestin 
derperforming  opera 

DATA:  BUSINESS  WEEK 


dated  computer-banking  servic 
for  the  home. 

Still,  BankAmerica's  chief  i 
worried  that  the  institution  is  f; 
hind  in  an  era  of  technological  cl 
pecially  in  exploiting  nonbrancl 
ution  systems.  Wells  Fargo,  wl 
challenges  BofA  throughout  the 
rapidly  moving  away  from  tr 
branches  and  runs  its  retail  opei 
a  much  lower  cost.  So  the  daun 
for  Coulter's  new  consumer-ban! 
will  be  to  figure  out  a  way 
back — making  sure  that  BofA  is 
the  biggest,  but  also  one  of  the 

By  Sam  Zuckerman  in  Sa 
cisco,  with  Alison  Rea  in  Neu 
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SIMPLE  yet  ACCURATE 

JEMONSTRATION  OF  HOW  OUR 


iNTI-THEFT  KEY  works. 


ally,  there's  a  CAR  PROTECTION  device  whose  bite  is  worse  than  its  hark, 
d  .Motor  C  o  mp  a  nj  engineers  have  developed  what's  being  hailed  a  s  one  of  the 
t  powerful  ANTI-THEFT  inventions  ever.  A  remarkable  computer  chip  that's 
tedded  m  the  key.  This  chip  sends  a  distinct  ELECTRONIC  SIGNAL  directly 
ihe  car's  engine  before  it  will  ever  start.  You  see,  at  FORD  MOTOR  COMPANY, 
K  not  only  committed  to  building  the  best  quality  cars  and  trucks  in  the 
1  R  L  D  but  also  to  making  absolutely  sure  our  C  U  S  TO  M  E  R  S  keep  them, 
ause  we  believe  your  car  should  always  be  there  for   you.  Like  a  best  friend. 


:ord    ■    Ford  Trucks 


Lincoln     •  Mercury 


LUALITY      IS      JOB  1 

table  on  select  For  J.  Lincoln  and  Mcrcurj  products.  For  more  information,  contact  us  on  the  Internet  at    httpr  //wwvt  fati.com 


Finance 


COMMENTARY 

By  Susan  Chandler 


SEARS:  ARE  LONG-TERM  PROFITS  IN  THE  CARDS? 


The  breeze  off  the  lakes  at  its  200- 
acre  campus  at  Hoffman  Estates, 
111.,  may  be  getting  chilly  these 
days,  but  Sears,  Roebuck  &  Co.'s 
recent  results  are  warming  the 
hearts  of  its  executives.  While  other 
retailers  struggle,  shoppers  appar- 
ently can't  get  enough  of  Sears' 
revamped  apparel  and  bargain- 
priced  appliances  and  computers. 
For  the  first  nine  months  of  1996, 
earnings  soared  23.6%,  to  $704  mil- 
lion, on  an  8.6%  revenue  increase,  to 
$24.1  billion.  With  a  seemingly  good 
story  to  tell,  Sears  Chairman  and 
ceo  Arthur  C.  Martinez  has  his  dog- 
and-pony  show  in  high  gear  on  Wall 
Street.  Sears  stock  has  risen  more 
than  64%,  to  around  $50  a  share,  in 
the  past  15  months. 

But  there's  something  Martinez 
doesn't  want  investors  to  know:  Most 
of  Sears'  profit  comes  from  credit- 
card  interest,  not  retailing.  You  won't 
find  a  figure  on  credit-card  earnings 
in  Sears'  shareholder  reports  or  Se- 
curities &  Exchange  Commission  fil- 
ings. Sears  stopped  disclosing  the 
number  after  Martinez,  the  former 
chief  financial  officer  at  Saks  Fifth 
Avenue,  took  over  Sears'  merchan- 
dising operation  in  1993.  Most  ana- 
lysts disregard  the  omission.  One  of 
the  few  who  doesn't — Edward  A. 
Weller,  managing  director  at  Robert- 
son, Stephens  &  Co.  in  San  Francis- 
co— puts  interest  income 
at  a  whopping  72%  of  op- 
erating profit  and  55%  of 
net  income  in  1995.  Mar- 
tinez defends  the  nondis- 
closure, saying  the  cred- 
it-card business  is 
"inextricably  woven  with 
what  we  do  as  merchants." 
WEAK  SPOT.  But  investors  should  be 
interested  in  the  fact  that  Sears' 
No.  1  business  is  actually  lending. 
Those  Kenmore  washers  and  Canyon 
River  Blues  jeans  are  just  lures  to 
get  customers  to  come  into  the  store 
and  rack  up  bigger  and  bigger  bal- 
ances. That  makes  the  company  high- 
ly vulnerable  to  interest-rate  swings, 
the  rise  in  credit-card  delinquencies, 
and  the  unexpected  spike  in  personal 
bankruptcies.  And  it  calls  into  ques- 
tion whether  Sears,  with  $23.8  billion 


in  credit-card  receivables,  should  be 
trading  like  financial  stocks,  which 
the  market  values  at  price-earnings 
ratios  of  around  13  vs.  Sears'  17. 

Sears  customers  are  undeniably  a 
credit-card  gold  mine.  They  carry  al- 
most a  $912  average  balance  on  their 
cards,  far  above  the  $275  average  at 
its  closest  retail  competitor,  J.  C. 

SEARS'  BEST-SELLER: 
LOANS 

According  to  analyst  estimates,  Sears 
Roebuck  gets  most  of  its  profits  from 
interest  on  Sears  credit-card  balances 


OPERATING 
PROFITS 


NET 
INCOME 


0/ 

7o 


72%  55 

1995  RESULTS 

DATA:  ROBERTSON,  STEPHENS  &  CO. 


Penney  Co.  About  80%  of  Sears'  26 
million  active  accounts  carry  bal- 
ances, despite  the  hefty  21%  interest 
rate.  "Sears  is  unique  in  retailing  for 
its  high  average  balances  and  fre- 
quency of  card  use,"  says  Robertson 
Stephens'  Weller.  He  estimates 
Sears'  operating  margin  on  merchan- 
dise was  a  measly  2.6%  last  year, 
compared  with  an  eye-popping  54.1% 
on  credit. 


many  customers  default,  it  won' 
paid  for  goods  it  already  sold  ai 
booked  as  revenue. 

There's  no  question  that  Sears 
liance  on  credit  has  increased  du 
the  past  three  years.  In  a  major 
pansion  move,  it  has  opened  moi 
than  11  million  new  accounts  in  : 
and  1995.  Last  May,  it  lowered  r 
mum  monthly  payments  by  strel 
out  maximum  payment  periods  t 
years  from  three  years.  With  th< 
tatter's  dependence  on  the  Sears 
growing,  card  purchases  will  sur 
60%  of  all  transactions  this  year. 

Danger  signs  are  already  app 
ing.  Despite  a  relatively  strong 
omy,  Sears  has  been  forced  to  a 
$794  million  to  its  bad-debt  pro1 
through  the  first  nine  months  o: 
1996.  That's  52%  higher  than  it 
aside  last  year.  It's  hardly  alone 
Other  credit-card  issuers  are  pi 
ing  up  their  provisions,  too.  Ma: 
downplays  the  bad  news  by  exp 
ing  that  Sears  sees  signs  that  d 
quencies  are  bottoming  out  and 
boosted  its  collection  efforts. 

But  delinquencies  are  no  long 
predictable  as  they  once  were,  j 
August  Federal  Reserve  study 
that  a  growing  number  of  consi 
are  filing  for  bankruptcy  withou 
ever  becoming  delinquent,  whie 
makes  it  nearly  impossible  for 
lenders  to  predict  what  their  lo: 


RISKY  BIZ 


Dependence  on  plastic  makes  Sean 
highly  vulnerable  to  interest-rate  swings,  the  rise  h 
delinquencies,  and  the  spike  in  personal  bankrupt 


Sears  won't  comment  on  Welter's 
numbers.  The  retailer  says  it  provides 
substantial  detail  on  its  credit  busi- 
ness, just  not  enough  to  precisely  cal- 
culate the  credit  net  income  number. 

Why  should  investors  care  where 
Sears'  money  is  coming  from  as  long 
as  profits  are  good?  Because  Sears' 
dependence  on  credit-card  interest 
makes  the  retailer  doubly  cyclical.  If 
debt-strapped  consumers  stop  buying 
during  the  next  recession,  Sears  will 
be  hurt  twice — it  won't  be  able  to 
sell  as  much  merchandise  and,  if 


will  be.  Sears  has  historically  us 
more  lenient  standards  in  grant 
credit  to  its  core  working-class 
tomers,  making  the  merchandis< 
more  vulnerable  to  this  trend. 

Despite  Martinez'  protestatioi 
there's  little  question  that  Sears 
still  internally  calculating  how  n 
of  its  fatter  profits  come  from  c; 
card  interest.  It's  only  fair  to  le 
Sears  investors  in  on  the  secret 

Susan  CJiandler  is  a  longtim 
Sears  watcher. 
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Even  this  guy  couldn't  lose  our  latest  airline  ticket. 

■en  known  to  lose  his  ba-ba,  his  biankie  and  his  temper,  but  he  can't  possibly  lose  United's  electronic  ticket, 
hero's  nothing  to  lose.  Just  choose  the  E-TicketSM  option  when  making  your  reservations,  go  to  the  gate,  show  a 
1.1).  along  with  the  credit  card  you  made  your  reservations  with,  and  you're  on  board.  So  now  you  don't  have  to 
(inner  to  remember  to  take  your  airline  ticket.  Neat  huh?  E-Ticket  service.  Just  another  idea  brought  to  you 
by  the  employee-owners  of  United,  50,000  minds  working  overtime.  Come  fly  our  friendly  skies. 

&  United  Airlines 

http://www.ual.com 


At  AMD,  we  make  the  chips  that 
help  make  telecommuting  an 
affordable  reality  for  more  and 
more  working  parents.  AMD 
chips  are  at  work  today  in  virtually 
every  key  piece  of  equipment  in 
a  home  office,  from  personal  com- 
puters to  cellular  phones,  from 
modems  to  faxes  and  printers. 
And  we  play  a  key  role  in  the 
technology  that  connects  your 
home  office  to  other  offices  and 
to  the  world-the  Internet.  Today 
AMD  chips  help  carry  80%  of 
all  Internet  traffic.  Which  may 
be  the  only  kind  of  traffic  they'll 
have  to  face  today.  Visit  our 
website  or  call  1-800-222-9323. 


The  full  range  of  AMD  chips  lets  you 
access,  process  and  communicate 
information  at  ever  greater  speeds 
and  ever  lower  costs. 


AMD* 


www.amd.com 


Inside  Wall  Street 


BY  GENE  G.  MARC1AL 

A  BRIGHTER  GLOW 
ON  ALUMAX? 

*The  music  has  to  stop — sometime," 
I  says  Tony  Hitschler,  speaking  of  the 
market's  record  climb.  "So  what  we're 
doing  is  accumulating  some  truly  ig- 
nored and  depressed  stocks."  There  are 
still  plenty  of  worthwhile  issues  that, 
for  whatever  reason,  have  lagged  be- 
hind this  year,  notes  Hitschler,  head  of 
Brandywine  Asset  Management,  which 
steers  some  $4.5  billion. 

One  stock  Brandywine  has  been  buy- 
ing is  Alumax  (amx),  the  nation's  third- 

LACKLUSTER 


MAY  6,  '96  OCl  22 

▲  DOLLARS  'EXCLUDING  EXTRAORDINARY  GAINS 

DATA:  BLOOMBERG  FINANCIAL  MARKETS,  FIRST  CALL  CORP. 

largest  aluminum  maker.  It  recently  re- 
bounded from  29  to  32%. 

The  stock  hit  38  in  early  February — 
before  Alumax  rejected  a  hostile  offer 
from  Kaiser  Aluminum  to  acquire  the 
company  for  $2.2  billion  to  $2.5  billion,  or 
40  to  45  a  share.  Some  analysts  think 
Alumax,  which  turns  out  aluminum  in- 
gots plus  aluminum  and  steel  products 
for  building  and  transportation  use, 
could  still  be  takeover  prey. 

"Truth  is,  Alumax  remains  an  attrac- 
tive— and  vulnerable — takeover  target, 
in  spite  of  the  poison  pill  that  manage- 
ment instituted,"  says  Hitschler.  He 
doesn't  think  Kaiser  will  put  in  another 
bid.  But  he  says  a  big  foreign  metals 
outfit  could  tempt  Alumax  with  a  more 
attractive  offer  before  long. 

Takeover  prospects  aren't  the  dri- 
ving force  behind  Hitschler's  bullish- 
ness. He  says  Alumax  is  way  under- 
valued at  its  current  price,  and  he 
notes  that  the  company  is  currently 
selling  at  about  its  book  value,  while  its 
peers  are  at  1.5  to  2.5  times  book. 
Based  on  next  year's  projected  earn- 
ings, the  stock  has  a  price-earnings  ra- 
tio of  10,  vs.  19  for  Aluminum  Co.  of 


America,  and  24  for  Reynolds  Metals. 

Even  without  a  takeover,  Hitschler 
figures  Alumax  is  worth  more  than  50, 
based  on  the  replacement  value  of  its 
assets.  At  the  end  of  1995,  Alumax  had 
total  assets  of  $3.1  billion  and  posted 
revenues  of  $2.9  billion. 

Alumax  will  be  a  big  beneficiary  in 
aluminum's  coming  turnaround,  says 
Hitschler.  Analysts  see  the  aluminum 
glut  ending  by  next  year.  Oversupply 
has  sent  prices  plummeting.  "The  period 
from  mid-1997  to  the  end  of  1998  should 
be  a  time  of  solid  recovery,"  forecasts 
Clarence  Morrison,  a  metals  analyst  at 
Prudential  Securities.  Improving  de- 
mand and  plant  shutdowns  should  bring 
supplies  and  consumption  "closer  to  bal- 
ance," he  says. 

World  aluminum  consumption,  he  fig- 
ures, should  rise  3.5%  this  year,  to  27.6 
million  metric  tons,  and  will  increase  a 
further  4.3%  next  year. 

AN  AFFINITY 
FOR  AFFYMETRIX 

A small  player  in  the  new  DNA-probing 
business,  Affymetrix  (affx)  has 
struck  strategic  alliances  with  some 
drug  biggies.  Among  its  newest  part- 
ners: Merck  and  Hoffmann-La  Roche. 
Also,  British  drugmaker  Glaxo  Well- 
come owns  a  34%  stake.  What's 
Affymetrix'  attraction?  The  company, 
which  went  public  in  June  at  15  a  share, 
has  developed  a  genetic-information  sys- 
tem called  GeneChip.  It  aims  to  im- 
prove the  diagnosis  and  treatment  of 
various  diseases  by  helping  manage  ge- 
netic information. 

Affymetrix  will  supply  GeneChip  in- 
struments to  Merck,  along  with  its  DNA- 
probing  arrays.  Hoffmann-La  Roche  will 
also  use  the  GeneChip.  Both  Merck  and 
Hoffmann  have  started  feasibility  stud- 
ies to  see  whether  GeneChips  can  be 
used  in  their  gene  research.  If  tests 
succeed,  both  will  negotiate  broader 
agreements  with  Affymetrix. 

In  addition,  the  company  has  signed  a 
pact  with  France's  BioMerieux  Vitek  to 
produce  kits  for  bacterial  identification 
and  antibiotic-resistance  analysis.  Bio- 
Merieux will  market  the  kits  worldwide. 
Affymetrix  also  plans  to  make  a  dispos- 
able GeneChip  for  BioMerieux'  clinical 
diagnostic  system. 

One  New  York  manager  who  has 
been  accumulating  shares,  now  at  18, 
figures  the  stock  could  double  in  12  to 
18  months.  Analyst  David  Crossen  of 
Montgomery  Securities,  one  of  the  un- 


derwriters that  took  Affymetri 
expects  it  to  start  making  moi 
year.  He  thinks  GeneChip's  pol 
"open-ended"  and  could  bring  ] 
of  $150  million  by  2001. 

PUTTING  BEVERL 
THE  PINK 

Beverly  Enterprises  (bev),  th< 
largest  operator  of  nursing 
hasn't  been  very  healthy:  Its  s 
guished  at  around  10  all  sumn 
by  worries  that  the  governmei 
curtail  spending  on  Medicare  a 
icaid — a  large  source  of  earning 
ly,  however,  the  stock  has  pe: 
Starting  in  early  October, 
shares  rose  from  10!4  to  12.  '. 
son:  fresh  talk  of  a  takeover. 

Beverly  isn't  a  newcomer  t( 
mor  mill.  Last  year,  there  was 
tion  that  a  big  hospital-man; 
company  was  eyebaUing  it — a 
that  fizzled.  Now,  there  are  ^ 
that  a  big  health-care  ope: 
preparing  a  bid.  This  suitor  al 
ates  nursing  homes  and  provic 
tutional  pharmacy  services. 

Last  year,  Beverly  annoi 
would  sell  up  to  19.9%  of  its  P 
Corp.  of  America  in  an  initial  \ 
fering.  Analysts 
put  the  value  of 
the  unit  at  $377 
million  to  $600 
million,  or  $4.30  to 
$7  a  share.  But 
the  spin-off  got 
put  on  ice.  Some 
investors  think 
the  deal  was  held 
off  because  of  an 
impending  buyout 
of  the  company. 

One  California 
investment  man- 
ager reckons  the 
offer  will  be  in  the 
high  teens.  An  an- 
alyst at  a  New  York  investmt 
says  there  is  a  chance  Beverlj 
deed  be  acquired — or  split  up. 
case,  he  says,  it  could  fetch  a 
the  mid-to-high  teens. 

Beverly  operates  637  nursinj 
33  retirement  and  assisted-livii 
ties,  11  hospitals,  53  pharmacie 
rehab  clinics.  According  to  Z; 
vestment  Research,  Beverly 
make  750  a  share  this  year 
next,  up  from  last  year's  66(2. 
says  it  doesn't  comment  on  rur 


ON  THE  I 
AT  LA 


DATA  BLOOMBERG  F!N( 


PATENTS 


WHO  OWNS 

THE  TREE  OF  LIFE? 

Fierce  battles  are  raging  over  the  legal  and  economic  implications  of  gene  patents 


■  n  the  remote  forests  of  Papua  New 
I  Guinea,  researchers  working  with 
I  the  National  Institutes  of  Health 
I  stumbled  on  a  medical  mystery. 
They  found  that  members  of  a  primi- 
tive tribe  called  the  Hagahai  were  in- 
fected with  a  variant  of  a  virus  that 
usually  causes  leukemia.  But  the  Haga- 
hai didn't  come  down  with  the  disease. 
The  scientists,  including  American  an- 
thropologist Carol  Jenkins,  cultured 
blood  from  tribe  members — and  applied 
for  a  patent  on  it. 

The  discovery  dangled  tantalizing  clues 
about  the  disease,  and  resistance  to  it. 
Any  commercial  gains  from  the  research 
were  intended  to  be  transferred  to  the 
tribe.  But  when  the  patent  was  issued 
last  year  it  drew  outrage  from  American 
religious  groups  who  opposed  it  on  moral 
grounds,  arguing  that  it  is  wrong  to 


patent  life.  Third  World  activists  accused 
the  nih  of  "genetic  colonialism." 

Last  month,  the  nih  quelled  the  furor 
by  offering  to  withdraw  the  Hagahai 
patent.  But  conflict  over  gene  patents  is 
not  going  away.  At  international  con- 
ferences, in  courtrooms,  and  in  the 
pages  of  prestigious  science  journals, 
biologists,  lawyers,  and  many  others  are 
trying  to  hash  out  what  it  means  to 
patent  a  gene — and  how  to  do  it. 
THOUSANDS  OF  CLAIMS.  Confusion  over 
gene  patents  is  no  surprise.  To  many 
nonscientists,  the  very  notion  at  first 
seems  alien:  You  might  as  well  patent 
an  eye,  and  charge  everyone  a  license  to 
see.  But  the  subject  is  critical  in 
biotechnology,  because  the  industry  is 
grounded  in  firm  protection  for  intel- 
lectual property.  Any  change  in  the  cur- 
rent patent  system  has  important  con- 


sequences for  the  industry  and 
ical  research. 

Some  of  the  problems  are  p 
gistical.  Biotech  startups  have  s 
the  U.  S.  patent  office  with  thoi 
claims  for  gene  patents.  Unable 
up,  the  office  has  proposed  mes 
limit  applications — a  move  likelj 
further  controversy. 

Then  there  are  the  legal  bat 
cause  decisions  on  what  a  pater 
can  come  only  from  the  judges 
rule  on  infringement  cases,  "t\ 
soon  be  a  flood  of  litigation  to  s 
out,"  says  Smith  Barney  biot< 
lyst  Reijer  Lenstra.  "The  lawj 
be  very  happy." 

When  you  consider  how  diJ 
has  been  to  locate  and  decod< 
the  idea  of  patenting  them  b 
make  sense.  In  each  human  ce 
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Helen  Keller 
speaks 

through 
Miss  America 


The  Helen  Keller 
National  Center  Salutes 
Heather  Whitestone 

Like  her  role  model  Helen  Keller, 
Heather  Whitestone  reminds 
us  that  nothing  can  prevent 
the  realization  of  a  dream. 
Now  Heather's  message  inspires 

all  who  can  see  and  hear 
her — and  it's  even  reaching 
those  who  can't. 

If  you  know  someone 
who  is  deaf-blind  and  who 
could  benefit  from  programs 

that  build  self-reliance 
through  dedicated  support 
teams,  call  1-800-255-0411. 

Share  Helen  Keller's  Vision 


Helen  Keller  National  Center 

for  Deaf-Blind  Youths  and  Adults* 

1 1 1  Middle  Neck  Road,  Sands  Point,  NY  1 1050 

Regional  Offices:  Atlanta;  Chicago;  Denver; 
Los  Angeles;  New  York;  Boston;  Dallas; 
Kansas  City,  KS;  Seattle;  Washington,  DC 

'Operated  hy  Helen  Keller  Services  lor  the  Blind 
Design:  f>TFI I,  114  Fifth  Avenue,  New  York  NY  I0O11 


Science  &  Technology 


Patent  Hot  Zones 

Ownership  of  plant  and  animal 
genes  is  up  for  grabs. 


are  46  chromosomes  that  make  up  the 
whole  human  genome.  These  are  dense- 
ly coiled  strands  of  helical  dna,  itself 
constructed  from  a  sequence  of  four 
subunits  designated  by  the  letters  ■  A, 
T,  C,  and  G.  The  human  genome  has 
about  three  billion  such  subunits.  It's 
the  order,  or  sequence,  of  those  sub- 
units  that  determines  a  gene's  function. 

Hidden  in  the  human  genome  are 
some  100,000  genes,  which,  among  other 
things,  provide  the  blueprints  for  all  the 
proteins  cells  produce.  Locating  specific 
genes  linked  with  diseases  is  costly,  and 
companies  seek-  ^■^^^^■■■■^^■i 
ing  those  genes 
want  patents  to 
protect  their  in- 
vestments. Since 
the  early  1980s, 
the  Patent  & 
Trademark  Office 
has  issued  about 
800  patents  on 
human  gene  se- 
quences and  hun- 
dreds more  on 
related  proteins. 
"If  we  want  a 
healthy  biotech 
industry  to  find 
new  treatments 
for  diseases,  we 
must  not  tamper 
with  the  patent 
system,"  says 
Bruce  Lehman, 
commissioner  of 
the  patent  office. 

New  technolo- 
gy, though,  has 
made  it  possible 
for  companies  to 
snatch  up  thou- 
sands of  genes 
and  gene  frag- 
ments without 
any  knowledge 
of  their  function 
or  their  rele- 
vance to  disease. 

Some  applications  seek  to  cover  as 
many  as  20,000  such  fragments. 

Critics  of  this  approach  to  filing  ap- 
plications argue  that  the  fragments 
shouldn't  receive  patents,  because  their 
functions  and  usefulness  are  unclear. 
What's  more,  the  patent  office  is  stuck 
with  the  mammoth  task  of  determining 
whether  any  of  these  sequences  have 
been  claimed  previously  by  anyone  else. 
"It  would  require  us  to  literally  shut 
down  all  our  mainframe  computers  and 
devote  them  to  running  the  sequences 
in  just  one  application  for  months,"  says 
Lehman.  To  stem  the  tide,  his  office 


JUMBO  GENE 
SEQUENCES 

Thousands  of  DNA 
fragments,  like 
this  one  from 
Human  Genome 
Sciences,  lie  in 
patent  limbo  while 
policy  is  thrashed 
out. 
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TRANSGENIC  CROPS 

Japan  Tobacco 
used  bacteria  to 
insert  hardy  genes 
in  rice.  But  six- 
year-old  Chinese 
experiments  could 
foil  its  patent. 


HUMAN  CELL  LINES 

Anthropologist 
Carol  Jenkins  trig- 
gered a  global 
storm  by  patenting 
cultured  cells  of  a 
Papua  New  Guinea 
tribesman. 


COMPUTER  DISCOUNT  WAREHOUSE 


CDW  Instant  Rebate! 

Pick  a  computer,  add  some  Microsoft  software, 
pay  with  your  American  Express  Card — SAVE  $50 
(off  our  already  low  prices) 

CDW,® one  of  the  nation's  leading  direct  marketers  of 
microcomputer  products  to  businesses,  Microsoft,  and 
American  Express  have  teamed  up  to  bring  you  a  very 
special,  limited  time  offer:  Purchase  any  brand-name 
computer  and  $50  in  Microsoft  software  from  CDW, 
charge  it  on  your  American  Express  Card, 
and  receive  a  $50  CDW  Instant  Rebate. 

CDW  carries  over  20,000  brand-name  micro- 
computer products.  We  have  an  outstanding 
reputation  for  pre-sales  and  post-sales  service 
and  provide  lifetime  toll-free  technical  support 
to  all  of  our  customers.  Call  us  today  and  find 
out  why  CDW  has  set  the  price  and  service 
standards  for  the  computer  industry. 
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INDUSTRY-LEADING 
SOFTWARE  SOLUTIONS 
FROM  MICROSOFT 


Cards 


Don't  delay,  this  is  a  limited  time  offer! 


ed  company  ticker  symbol  CDWC  •  D&B  rated  5A1  10-762-7952 
ind  offers  CDW  reserves  the  right  to  make  adiustments  due  to  changing  market  conditions 
inuiacturer  pnce  changes,  errors  in  advertisements  or  other  extenuating  circumstances. 


800-896-4239 


www.cdw.com 


Helen  Keller 
speaks 
through 

Miss  America 


The  Helen  Keller 
National  Center  Salutes 
Heather  Whitestone 

Like  her  role  model  Helen  Keller, 
Heather  Whitestone  reminds 
us  that  nothing  can  prevent 
the  realization  of  a  dream. 
Now  Heather's  message  inspires 

all  who  can  see  and  hear 
her — and  it's  even  reaching 
those  who  can't. 

If  you  know  someone 
who  is  deaf-blind  and  who 
could  benefit  from  programs 

that  build  self-reliance 
through  dedicated  support 
teams,  call  1-800-255-0411. 

Share  Helen  Keller's  Vision 


Helen  Keller  National  Center 

for  Deaf-Blind  Youths  and  Adults* 

1 1 1  Middle  Neck  Road,  Sands  Point,  NY  1 1050 

Regional  Offices:  Atlanta;  Chicago;  Denver; 
Los  Angeles;  New  York;  Boston;  Dallas; 
Kansas  City,  KS;  Seattle;  Washington,  DC 

•Operated  hy  I  ieten  Keller  Services  for  the  Klinil 
Design:  GTFH,  1 14  Fifth  Avenue,  New  York  NY  1001 1 


Science  &  Technology 


are  46  chromosomes  that  make  up  the 
whole  human  genome.  These  are  dense- 
ly coiled  strands  of  helical  dna,  itself 
constructed  from  a  sequence  of  four 
subunits  designated  by  the  letters  A, 
T,  C,  and  G.  The  human  genome'  has 
about  three  billion  such  subunits.  It's 
the  order,  or  sequence,  of  those  sub- 
units  that  determines  a  gene's  function. 

Hidden  in  the  human  genome  are 
some  100,000  genes,  which,  among  other 
things,  provide  the  blueprints  for  all  the 
proteins  cells  produce.  Locating  specific 
genes  linked  with  diseases  is  costly,  and 
seek- 


companies 
ing  those  genes 
want  patents  to 
protect  their  in- 
vestments. Since 
the  early  1980s, 
the  Patent  & 
Trademark  Office 
has  issued  about 
800  patents  on 
human  gene  se- 
quences and  hun- 
dreds more  on 
related  proteins. 
"If  we  want  a 
healthy  biotech 
industry  to  find 
new  treatments 
for  diseases,  we 
must  not  tamper 
with  the  patent 
system,"  says 
Bruce  Lehman, 
commissioner  of 
the  patent  office. 

New  technolo- 
gy, though,  has 
made  it  possible 
for  companies  to 
snatch  up  thou- 
sands of  genes 
and  gene  frag- 
ments without 
any  knowledge 
of  their  function 
or  their  rele- 
vance to  disease. 

Some  applications  seek  to  cover 
many  as  20,000  such  fragments. 

Critics  of  this  approach  to  filing  ap- 
plications argue  that  the  fragments 
shouldn't  receive  patents,  because  their 
functions  and  usefulness  are  unclear. 
What's  more,  the  patent  office  is  stuck 
with  the  mammoth  task  of  determining 
whether  any  of  these  sequences  have 
been  claimed  previously  by  anyone  else. 
"It  would  require  us  to  literally  shut 
down  all  our  mainframe  computers  and 
devote  them  to  running  the  sequences 
in  just  one  application  for  months,"  says 
Lehman.  To  stem  the  tide,  his  office 


Patent  Hot  Zones 

Ownership  of  plant  and  animal 
genes  is  up  for  grabs. 
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fragments,  like 
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Human  Genome 
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storm  by  patenting 
cultured  cells  of  a 
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CDW  Instant  Rebate! 

Pick  a  computer,  add  some  Microsoft  software, 
pay  with  your  American  Express  Card— SAVE  $50 
(off  our  already  low  prices) 

CDW®  one  of  the  nation's  leading  direct  marketers  of 
microcomputer  products  to  businesses,  Microsoft,  and 
American  Express  have  teamed  up  to  bring  you  a  very 
special,  limited  time  offer:  Purchase  any  brand-name 
computer  and  $50  in  Microsoft  software  from  CDW, 
charqe  it  on  your  American  Express  Card, 
and  receive  a  $50  CDW  Instant  Rebate. 


CDW  carries  over  20,000  brand-name  micro- 
computer products.  We  have  an  outstanding 
reputation  for  pre-sales  and  post-sales  service 
and  provide  lifetime  toll-free  technical  support 
to  all  of  our  customers.  Call  us  today  and  find 
out  why  CDW  has  set  the  price  and  service 
standards  for  the  computer  industry. 


Microsoft 


Upgrade 


Cards 


10RE! 


INDUSTRY-LEADING 
SOFTWARE  SOLUTIONS 
FROM  MICROSOFT 


Don't  delay,  this  is  a  limited  time  offer! 


800-896-4239 


SAQ  traded  company  ticker  symbol  CDWC  •  D&B  rated  5A1  10-762-7952 


www.cdw.com 


OUR  EMPLOYEES  KNOW  HOW  TO 

TAKE  CARE  OF  CHILDREN.  AND  AETNA  KNOWS 

HOW  TO  TAKE  CARE  OF  OUR  EMPLOYEES." 


Dr.  Elanna  Yalow,  President 
Children's  Discovery  Centers  of  America,  Inc 
San  Rafael,  California 


Children's  Discovery  Centers  of  America,  Inc. 
(CDC)  provides  a  healthy  learning  environment  for 
children  all  across  America.  And  Aetna  Health  Plans 
helps  keep  it  that  way. 

From  47  health  plans  to  one.  Based  in  San  Rafael, 
CDC  is  one  of  the  fastest  growing  providers  of  child 
care  services  in  the  country.  But  as  it  grew  into  a 
multi-site  company,  it  continued  to  add  health  plans 
until  it  was  dealing  with  47  different  ones.  Now,  CDC 
only  deals  with  one  carrier — Aetna  Health  Plans. 

Aetna  Health  Planning  makes  the  difference. 

Dr.  Elanna  Yalow  believes  that,  "One  reason  CDC  is 
so  successful  is  our  ability  to  meet  the  individual 
needs  of  the  families,  communities,  and  corporations 
we  serve."  Aetna  believes  in  that  school  of  thought, 
too.  Our  innovative  Aetna  Health  Planning  service  is 
designed  to  provide  flexible,  cost-efficient  solutions 
to  the  unique  health  care  needs  of  companies  like 
Children's  Discovery  Centers.  And  yours. 

No  substitute  for  experience.  Utilizing  our  HMO, 
POS.  and  indemnity  plans,  we  developed  the  right 


health  plan  for  employees  at  all  their  child  care  cent* 
Only  Aetna  could  offer  so  much.  And  because  of  ou 
extensive  national  capabilities  and  provider  network: 
most  of  the  employees  didn't  have  to  switch  doctors 

Smooth  transition  as  easy  as  1-2-3.  We  held  70  on 
site  information  sessions  to  answer  employee  questic 
about  the  new  plans.  And  now,  for  all  250  centers, 
Dr.  Yalow,  or  her  Benefits  Department,  can  get  the 
answers  they  need,  from  a  single  Aetna  representativ 
right  here  in  California. 

Aetna  Health  Planning  is  an  ongoing  education. 

We  keep  in  touch  with  the  Benefits  Department  to 
make  sure  everyone  is  getting  the  most  out  of  their 
Aetna  Health  Plan.  And  Aetna's  reporting  capabilitie 
deliver  valuable  information  to  help  the  company  coi 
trol  costs  and  target  specific  employee  needs. 

So  if  your  health  plan  isn't  making  the  grade,  call 
your  broker,  or  contact  Aetna  at  415-393-7400.  Or  v 
our  home  page  at:  http://www.aetnahealth.com.  You 
be  surprised  at  what  you  might  discover. 

The  more  you  know,  the  better  you  feel 


/Etna 


Aetna 

Health 

Plans 


■  I  I  ©1996  Aetna's  HMO  is  offered  by  Aetna  Health  Plans  of  California.  Inc  The  Aetna  POS  and  PPO  are  offered  by  Aetna  Life  Insurance  Co 


asks  me  who  Frontier  is. 


I  tel  ten  it's  the  first  tekcommunicotkyns 
company  in  America  wilh  an  offering  so  complete, 
it  rivals  the  biggest  players  in  the  game. » 


Corey  Pawn 

PQA  Colonial  Invitational,  1996 
U.S.  Open  Champion,  1995 
Ryder  Cup  Team,  1995 


Local,  Long  Distance,  Cellular,  Paging, 
/ideo-Teleconferencing  and  Internet  Services 

yrorrrier 

Talk,  To  One  Company. 
1-888-TALK-TO-1 

Toll  Free 
www.frontiercorp.com 

The  Nation's  Fifth  Largest  Long  Distance  Company. 


MAJOR  OBSTACLES  TO  PURCHASING  A  LEXMAl 
COLOR  PRINTER  AND  HOW  TO  OVERCOME  THEM. 


"Lexmark*?  How  do  you  spell  it?  Hmr 
I  never  heard  of  them.  You  might  i 
over  in  the  microwave  section." 


"Listen  to  me.  You  don't  want  a  Lexmark. 
You  want  a  Canon*  I  own  several  of  their 
cameras.  They're  really  good." 


You  Say: 

"The  reason  you  never  heard  of  them  is 
that  for  years  Lexmark  has  been  making 
printers  for  banks,  pharmacies  and  other 
big  businesses." 


You  Say: 

"The  problem  with  Canon  is  that  if  the 
paper  gets  wet,  the  black  ink  runs. 
Lexmark  uses  a  patented,  waterproof 
black  ink  so  that  isn't  a  problem." 


"You  know  what  they  say,  'You've  got  to  see 
it  in  Epson* color.  "  Pretty  catchy,  huh?" 


"If  I  was  spending  my  money,  I'd  get  the 
HP*  And  it  comes  with  software  that  lets 
your  kids  print  all  this  cool  stuff." 


You  Say: 

"They  should  say,  'You've  got  to  see  it  in 
Epson  color  if  you're  willing  to  wait.' 
The  Lexmark  2050  is  a  lot  faster  than  the 
Epson  500.  And  the  color  is  just  as  good.' 


You  Say: 

Feature  for  feature  the  Lexmark  2050 
Color  Jetpnnter  stacks  up  nicely  against  the 
HP  682Cse.  And  when  it  comes  to  software 
the  2050  comes  with  7  complete  packages  so 
there's  something  for  everyone  at  work 
and  at  home." 


c 


It  s  true.  There  are  good  printers  out  there.  But  frankly,  we  wouldn 't 
have  entered  the  market  if  we  didn't  have  something  better  to  sell. 
(We  may  be  unknown,  but  we  're  not  stupid.)  And  we  're  confident  that 
if  you  compare  our  Lexmark  2050  to  the  competition  you  '11  agree. 


F»RXISn 

Lexm^R] 


CALL     1~800~358~5835    F  O  8    A     STORE    NEAR  YOU 


www.lexmark  com 


Dear  non-flyers,  we  are  not  taking  your  patience  for  granted.  So  we've  challenged  the  engineers  into 
us  a  revolutionary  new  engine  that  is  fifty  per  cent  quieter,  much  cleaner  and  burns  twenty  per  cent  less  fuel. 
It  powers  our  new  A320  Airbus  family.  This  makes  us,  in  every  sense,  a  breath  of  fresh  air.  Now  a  word 
issengers:  Doesn't  that  make  you  feel  better,  too?  Call  us  at  800  221-4750  or  ask  your  local  travel  agent. 

world's  most  refreshing  airline. 

idwesi  Express,  USAir  and  Air  Canada  frequent  liver  programs. 
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Dyou'll  never  view 
variable  annuities 
the  same  way  again. 


This  innovative  software  is  the  first 
of  its  kind  and  the  most  up-to-date 
way  to  learn  about  variable  annu- 
ities and  how  they  work. 

You'll  be  able  to  compare 
the  T.  Rowe  Price  No-Load 
Variable  Vnnuin 

mutual  fund  investment  and 
consider  which  will  allow 
you  to  accumulate  greater 
assets  as  well  as  provide 
you  with  more  income 
during  retirement. 


The  T.  Rowe  Price 
Variable  Annuity  Analyzer  . 


free  space.  4  MB  of  RAM.  and  a 
3.5-inch  high-density  disk  drive. 
A  VGA  or  higher  resolution 
monitor  is  recommended. 


How  ever  you  view  variable 
annuities,  the  T.  Row  e  Price 
Variable  Annuity 
Analyzer  will  help  you 
compare  your  options. 
Call  for  the  free  disk 
and  kit  today.  We  'll  also 
enclose  a  prospectus  that 
contains  more  complete 


The  Analyzer  uses  your  personal  information — 
such  as  ta\  rates,  life  expectancy,  and  proposed 
investment  strategy — to  help  you  compare  the  two 
investment  options. 

"Point  and  click'"  your  way  through  the  process, 
stopping  for  definitions  or  more  detailed  explana- 
tions if  you  wish.  Clear,  colorful  tabs  identify 
the  topics. 

To  run  the  Analyzer,  you  need  Windows  31  or 
higher  running  on  an  IBM-compatible  PC  with  a 
386  processor  or  greater,  a  hard  drive  with  -t  MB 


information,  including  charges.  Read  the 
prospectus  carefully  before  you  incest  or  send 
money.  Minimum  investment  S  10.000. 

Call  1-800-341-0041  for  your 
free  Variable  Annuity  Analyzer 
and  Decision  Guide. 


Invest  With  Confidence 

T.Rowefirice 


cm 
1^ 


The  I  Rowe  Price  No-Load  Variable  Annum  is  issued  by  Security  Benefit  Life  Insurance  Company  <  Form  \  6021 ).  In  New  York. 
Insurance  And  Annuity  Company  of  New  York.  VThite  Plains.  New  York  iFSBJOlH-'H)].  I  Rowe  Price  refers  10  me  uixteriying  mur 
:or>.  T  Rowe  Price  Investment  Services.  Inc.:  T.  Rowe  Price  Insurance  Agency.  Inc.:  and  T.  Rone  Price  Insurance  Agency  of  Texas.  Inc.  The 
T.  Rowe  Price  companies  are  not  affiliated.  The  Variable  Annuity  and  Analyzer  may  not  be  available  in  all  stales.  This  variable  annum  cot 
costs  and  complete  details  of  me  coverage,    INDOWS  is  a  trademark  of  .Nucrosoft  Corporation. 


EVER  SINCE  Alex  Martinez 

switched  to  STATE  FUND, 

HE'S  SWEATING  OVER  SOMETHING 
OTHER  THAN  THE  DETAILS. 
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By  the  time  a 
judge  makes  a 
ruling,  "we  get 
an  answer  that 
is  true  for 
technology 
that's  five 
years  old" 
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eligious  organizations  would 
e  gene  patents  scrapped  en- 
3tech  gadfly  Jeremy  Rifkin, 
le  Washington-based  Founda- 
iconomic  Trends,  has  put  to- 
coalition  spanning  Southern 
mainline  Protestants,  Catholic 
Muslims,  Hindus,  and  Bud- 
1  opposed  to  patenting  genes. 
>asic  argument  is  that  genes 
icai  compounds  that  exist  in 
nlike  any  other  patented  in- 
Lifkin  says  the  human  genome 
imain  open  as  a  genetic  com- 
a  test  case,  his  group  is  fight- 
ending  patent  on  the  BRCAl 
icer  gene. 

ly  Reid  Adler  counters  that 
big  difference  between  an  an- 
ature  that  happens  to  have 
nes  and  a  drug  such  as  block- 
0 — Amgen  Inc.'s  red-blood-cell 
ready  for  administration  to  a 
atient.  "What  companies  are 
is  not  what's  found  in  nature, 
|  is  extracted,  manipulated, 
It's  an  industrial  tool." 
if  the  Third  World  seems  firm- 
1  in  Rifkin's  camp.  Last  year, 


protests  flared  over  a  patent  that  W.  R. 
Grace  &  Co.  received  on  a  "bio-friendly" 
pesticide.  Their  objection:  It  was  for- 
mulated from  seeds  of  the  neem  tree, 
which  Asian  Indians  have  used  for  cen- 
turies as  a  natural  pesticide.  Grace  was 
stunned  by  the  uproar.  Ultimately,  it 
sold  off  the  whole  product  line.  The 
patent  is  now  being  reexamined. 
MONEY  FACTOR.  Cases  like  this— and 
the  storm  over  the  Hagahai  patent — 
have  made  health  authorities  in  several 
Third  World  countries  reluctant  to  co- 
operate with  U.  S.  genomics  companies. 

That's  a  pity,  because 
such  countries  often  have 
remote,  isolated  popula- 
tions in  which  it  is  easy 
to  trace  disease  heredi- 
ty. Blood  samples  collect- 
ed from  these  groups  can 
facilitate  the  discovery  of 
disease  genes — and  in 
doing  so  speed  up  drug 
development. 

But  local  authorities  in 
India  and  other  parts  of 
the   Third   World  are 
wary.  They  anticipate 
that  local  blood  samples 
could  yield  gene  discov- 
eries that  will  net  drug 
companies  millions  of  dol- 
lars in  license  fees  or 
eventual    drug  sales. 
Without  a  clear  legal 
framework  forcing  drug  multinationals 
to  share  the  wealth,  they  worry  that 
the  companies  will  abscond  with  both 
the  blueprint  for  their  "biodiversity" 
and  its  rewards. 

Agriculture  is  another  area  where 
gene  manipulation  and  patent  confusion 
are  rampant.  Japan  and  China  are 
locked  in  a  battle  over  which  country 
was  first  to  engineer  hardy  transgenic 
rice.  Earlier  this  year,  Monsanto  Co. 
launched  a  new  breed  of  soybean  that 
had  been  genetically  altered  to  with- 
stand a  Monsanto  weed  killer  called 
Roundup.  To  prevent  fanners  from  sim- 
ply preserving  and  replanting  some  of 
the  soybeans  the  following  year,  Mon- 
santo forced  some  10,000  of  them  to 
sign  licenses  on  the  soybeans — and 
promise,  in  writing,  not  to  replant. 

That  system  may  work  in  the  U.  S. 
But  when  it  comes  to  dealing  with  neigh- 
bors, life  won't  be  so  simple.  Europe 
bans  patents  on  transgenic  plants  out- 
right. Canada  bars  patents  on  genetical- 
ly altered  animals.  How  these  disagree- 
ments are  resolved  will  determine  just 
how  quickly  biotechnology  will  bear  fruit. 

By  Neil  Gross  in  New  York  and 
John  Carey  in  Washington 


The  Medicine  Label... 
Your  Road  Map  io 
Good  Health 


lust  as  you  wouldn't  drive  across  the  country 
without  consulting  a  road  map,  you  should  never 
take  medicine  without  first  reading 
the  label — your  road  map  to  good  health. 

A  message  from  the  Council  on  Family  Health 
For  the  Council's  tree  brochure  on  reading  the 
medicine  label,  send  a  sell-addressed,  stamped 
envelope  to:  Council  on  Family  Health, 
225  Park  Avenue  South,  Suite  1700, 
New  York,  NY  10003 


Plant  Trees  for  America 


Ten  free  Colorado  Blue  Spruces, 
will  be  given  to  each  person 
who  joins  The  National  Arbor  Day 
Foundation.  To  become  a  member 
and  receive  your  free  trees,  send  a 
$10  membership  contribution  to 
Ten  Blue  Spruces,  National  Arbor 
Day  Foundation,  100  Arbor 
Avenue,  Nebraska  City,  NE  68410. 

Join  today,  and  plant  your  Trees 
for  America! 

The  National 
Arbor  Day  Foundation 


PENTIUM  s  PROCESSOR 

How's  this  for  computing 
brawn?  133MHz  processing 
power  and  lightning-quick 
PCI  architecture. 


BUILT-IN  28.8Kbps  MODEM 

With  a  built-in  voice  fax  modem 
you  can  stay  in  touch  with  the 
world  quickly  and  efficiently. 
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BIGGER  KEYBOARD 

Keys  are  now  larger  and  more  economically  shaped  to  fit  your  fingertips. 
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800  x  600  RESOLUTh 

Considering  its  small  si 
the  Portege  has  a  larg, 
11 .3'  screen  with  brillia 
active-matrix  color. 


FOWERFUL  DO 

Combine  the  Porteg 
optional  Desk  Static 
You'll  get  stereo  spe 
docking  and  Selecti 
optional  6X  CD- 


ALL  THE  MUSCLE.  NONE  OF  THE  F, 


INTRODUCING  THE  POWERFUL  NEW  PORTEGE. 

Far  smaller  than  a  standard  notebook,  the  new  Portege  otters  exceprion.il  performance 
and  power.  The  Portege  features  a  blazing  133MH:  Pentium'  processor  with 
PCI  architecture,  a  gigantic  1.3  billion  byte  hard  drive  and  up  to  SOME  of 
fast  EDO  memory.  You'll  also  find  full-morion  video  and  stereo  sound  to  iv.-wwras 
give  your  multimedia  presentations  a  lot  more  punch.  It's  the  best 
yet  from  Toshiba's  award-winning  Portege  line.  Pound  tor  pound, 
no  other  notebook  can  touch  it.  For  more  information,  visit  the 
Toshiba  website  at  htrp:  computers. toshiba.com,  or  for  a  dealer 
near  vou.  call  l-N.Y-457-7777. 
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In  Touch  with  Tomorrow 

TOSHIBA 


The  World's  Best  Selling  Portable  Computers. 
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lopments  to  Watch 


Y  OTIS  PORT 


■  NO  ONE'S  "FLOWN"  BEFORE 


'ORE  NOON  ON  OCT.  24  GRAHAM 

is  slated  to  pilot  Deep  . 
jin  its  maiden  flight — 
ater.  Deep  Flight  is  a 
ed  of  flying  submarine. 
>  upside-down  / 
iat  pull  downwards 
tb  can  sail  at  up  to  12 
*  14  mph. 

years  and  $1  million  in  the  mak- 
awkes  Ocean  Technologies  in  San 
,  Calif.,  the  craft  is  really  just  a 
e  for  Deep  Flight  II,  a  one-man 
ne  that  Hawkes  intends  to  fly  to 
est  spot  on  earth:  the  Marianas 
ocated  200  miles  south  of  Guam, 
le  sea  floor  lies  37,000  feet  below 
ice,  where  the  water  exerts  an  in 
pressure  of  16,000  pounds  per 
ich.  Humans  have  visited  this 


place  only  once:  The 
bathysphere  Trieste 
spent  20  minutes 


there  in  1960. 
To  withstand 
the  pressure,  Deep 
Flight  II  will  be  made 
from  a  new  alumina  ceram- 
ic developed  by  the  U.S.  Navy. 
The  current  Deep  Flight  is  made  from 
a  glass-flber-epoxy  composite  and  can't  go 
much  below  3,000  feet.  Hawkes,  who  has 
designed  most  of  the  subs  built  since  1970 
for  civilian  research  and  industry,  admits 
the  new  ceramic  "is  still  experimental 
enough  to  make  me  a  little  nervous."  But 
his  biggest  concern  is  raising  $7  million  to 
build  the  sub.  Once  that's  in  hand,  the  job 
should  proceed  swiftly,  because  the  design 
data  have  already  been  captured  on  an 
Autocad  system  from  Autodesk  Inc.  □ 


OR  ITS 
FLIGHT:  A 
[LINE  SEAT 

JIT   OF    A  MORE 

lie  airline  seat, 
;rnational  Inc.  in 
I.Y.,  put  30  people 
;  torture  test.  It 
i  the  interior  of  an 
id  told  the  "pas- 
to  pretend  they 
i  eight-hour  flight, 
re  even  in-flight 
insors  in  the  seats 
ow  they  squirmed, 
lit  is  a  seat  sched- 
i  Oct.  24  unveiling 
Airlines.  The  seat, 
red  by  b/e  Aero- 
in  Wellington,  Fla., 
t  lumbar  support 
)e  set  to  move  in 
md  massage  the 
e  back.  It  offers  a 
ustment,  and  the 
Ebotrest  has  a  po- 
hildren  and  short 
le  headrest  has 
at  can  fold  forward 
the  head  during 
ted  will  begin  by 
3  seats  in  the  busi- 
section  of  planes 
;ernationally. 


bcam,  known  until  last 
year  as  Biomechanics  Corp. 
of  America,  has  bigger  plans 
for  its  sensor  technology.  It 
hopes  to  put  the  sensors  in 
actual  production  seats,  not 
only  laboratory  test  models. 
The  sensors  would  detect  the 
amount  of  pressure  at  various 


points,  and  a  microprocessor 
would  respond  by  automati- 
cally inflating  or  deflating  cor- 
responding air  bladders  in- 
side the  seat.  Textron  Inc.,  a 
supplier  to  car-seat  makers, 
has  installed  prototypes  in 
cars  of  five  auto  industry  ex- 
ecutives. Peter  Coy 


A  BRAIN  SHIELD  FROM-WELL,  MARIJUANA 

THE  FIRST  DRUG  TO  CURTAIL  THE  SPREAD  OF  BRAIN 

damage  resulting  from  strokes  and  head  or  spinal  cord 
injuries  has  entered  clinical  tests  at  six  hospitals  in 
Israel.  Its  key  ingredient  is  dexanabinol,  a  synthetic 
molecule  based  on  the  active  agent  in  marijuana.  Dex- 
anabinol was  discovered  six  years  ago  by  Raphael 
Mechoullam,  a  researcher  at  Hebrew  University  of 
Jerusalem,  and  developed  by  the  Rehovot  (Israel) 
research  arm  of  Pharmos  Corp.  in  Alachua,  Fla. 

Dexanabinol  has  two  novel  properties:  It  can  cross 
the  so-called  blood-brain  barrier  that  prevents  foreign 

molecules  from  entering  the  brain.  And  once 
in,  the  drug  appears  to  halt 
the  brain-cell  deterioration 
that  follows  a  blow  to  the 
head  or  a  stroke.  In  four 
years  of  animal  testing,  the 
drug  produced  "outstanding" 
results,  says  Michael  Schickler,  vice-president  of  Phar- 
mos' Israel  operations.  Pharmos  expects  clinical  tests  to 
be  completed  by  the  end  of  1997.  If  it  works,  dexanabi- 
nol could  hit  the  market  as  soon  as  2000.    Neal  Scmdler 


■  In  a  modern  version  of  the 
stained-glass  arts  of  the  Mid- 
dle Ages,  researchers  at  Oak 
Ridge  National  Laboratory 
are  making  stained  wafers — 
colorful  disks  of  silicon,  sap- 
phire, or  glass.  The  colors  are 
a  result  of  tiny  "nanocrystals," 
or  clusters  of  a  few  hundred 
atoms  of  gold  or  other  met- 
als, that  are  planted  in  the 
wafers  with  an  ion-beam  sys- 
tem. Researcher  Clark  W. 
"Woody"  White  says  the  tech- 
nology may  pay  off  in  the 
form  of  optical  transistors  and 
chips  for  a  new  breed  of  opti- 
cal computer,  promising  speeds 
1,000  times  faster  than  elec- 
tronic computers. 

■  All  the  hoopla  surrounding 
the  Information  Superhighway 
is  more  than  just  hype,  judg- 
ing from  a  study  by  the  Cen- 
ter for  Applied  Special  Tech- 
nology, a  think  tank  in 
Peabody,  Mass.  cast  compared 
the  performance  of  fourth  and 
sixth  graders  in  28  schools  in 
seven  cities,  from  Oakland, 
Calif.,  to  Chicago  and  Miami. 
The  schools  were  split  evenly 
between  those  with  and  with- 
out Internet  access.  At  the 
end  of  a  course  on  civil  rights, 
the  students  attending  schools 
with  online  links  scored  sig- 
nificantly higher. 

■  A  multinational  research  ef- 
fort involving  the  U.S.  Agri- 
culture Dept.  and  scientists  in 
three  other  countries  has 
scored  a  major  victory.  The 
team  has  found  a  gene  in  rye 
that  could  be  transferred  to 
wheat  to  produce  a  new  strain 
able  to  grow  on  billions  of 
acres  worldwide  where  it  can't 
today — because  of  aluminum 
in  the  soil.  "No  plant  likes  alu- 
minum," says  plant  geneticist 
J.  Perry  Gustafson  of  the 
Agricultural  Research  Ser- 
vice's Columbia  (Mo.)  lab.  But 
rye  has  a  gene  that  enables 
it  to  tolerate  levels  of  alu- 
minum that  kill  wheat.  Re- 
searchers are  working  to 
transfer  it  to  wheat. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwnov@businessweek.com 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


Telecommunications  Products 


We've  solved  your 
inter-connecting  puzzle. 

Avoid  the  twists  and  turns  by 
choosing  the  ultimate  in 
Enhanced  Fax/Voice  Solutions. 

TRY  THIS  DEMO: 

Info,  via  fax:  847/923-3030 
Doc.  No.  889828 

Ftixfacts* 

J  by 

Copio  Internotionol  Ltd. 
(800)  689-8898  Wheaton.  Mlmcis 

(630)  682-8898  „ 


M 


Trouble  Connecting 
Your  Modem? 


•  Digital  Motel  and  Office  PBXs 

•  Foreign  Telephone  Jacks 

•  Pay  and  Hard  Wired  Telephones 

TeleAdapt  has  ^i.Uf^ 
the  solution     >  £-j£^\<> 
Call!  408  370  5105 


Fax  1  408  370  5110 

http://www.teleadapt.com 


Telecommunications  Services 


TELECONFERENCING  As  tow  As 


The  Best  Rates  In  The  Country! 


m  a  m  a  a-*  wffl 
m — *  vk       a.  w  3S3 


Reserve  Your  Next  Conference  Call  By  Calling 


1-800-778-MEET 

http://www  eagle  net  


FAX  BROADCASTING 
only  100  a  minute! 


To  the  U  S  from  anywhere  in  the  world! 

Rates  per  minute  to  | 

I  France        $0  39  Japan  SO  39  I 

I  Germany    $0  39  U  S  $0  10  I 

:  Hong  Kong  $0  59  UK  $0  29  ' 

faxaway  ^e?op^ 

Toll-free:  1 .800.906.4FAX 

Tel  I  206  301  7000    tax  1  206  301  7500 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLAC 
500  NORTH  MICHIGAN  AVENUE.  SUI1 
CHICAGO,  IL  60611 


Internet  Services 


riTETTTTTTO 


Domain  Name  Reg. 


Reserve  your  company  name  on 
the  Net,  before  you  lose  it!!! 

Call  1-800-FREENET 

Ask  for  Harry  or  Joanne 
Web  Servers  *  E-Mail  &  More 


No  Web  Page!? 


Professional  and  affordable 
web  pages  without  the  hassle. 
It's  time  to  call  the  experts. 

Internet  Business  Solutions 
1-800-798-4638 


http://www.inetbiz.com 


WEB  SITE 
CREATION  &  HOSTING 

Full  Web  Site  Creation  Package 
Virtual  Domain  Hosting  from  $19.95 

No  Setup  fee 
No  Charge  for  Domain  Registration 

1-800-466-4262 
Email:  info@xm.com 
http://www.xm.com 


Business  Opportunities 


$650,000+  Annually 
From  Home 


$650K  •  $2M  possible  annually  from 
$8,000  investment.  Break-through 
product  &  company  structure  90/5  profit 
margin,  no  presentations,  no  travel,  no 
MLM.  $75K  first  3  months.  Partial 
financing  available  2  minute  message: 

1-800-432-0018  x2776 
Freedom  Associates 


CONSULTANTS/TRAINERS 


International  firm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB11% 
lOOKachel  Blvd.,#150-E 
Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


Franchising 


CUSTOM  STORAGE  SYSTEMS 

Closet  •  Garage  •  Home  Office  •  Entertainment  Center 
No.  1  rated  in  USA  Large  exclusive  lemlones  V 
Complete  (raining  &  on  going  support        ir~\0^f  •>! 

Call  David  Louy.  VP  "^ftC^"^ 
(310)516-7000    FAX  (310)  538-2676  » 


your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  Information  on  franchising. 

Frcincorr 

Specialists  In  Franchise  Development  BW 

1-800-FRANCHISE  (1-800-372-6244) 


Business  Opportunities 


Sales  Professional 

70-80%  Net  Profit 


i.i. ;ii), 


An  opportunity  to  be  part  of  a  growth 
organization.  If  you  have  a  passion  to  make 
money  and  a  commitment  to  excellence  we 
may  have  the  perfect  opportunity  for  you. 

Select  markets  are  currently  available.  Call 
now  for  your  free  information  kit.  Small 
investment  required. 

Call  1-800-257-6780 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  LeasesUom  $1,000  to 
S10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and  | 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1 -800-336-3933  j 

k  The  Loan  Consultants,  Inc. 


Harvest  Hospital 
Bill  Mistakes!! 


Studies  reveal  that  97**  of  ail  hospital  bills  con- 
tain huge  overcharges  That's  why  my  1 1 -year 
business  is  such  a  "win/win"  opportunity:  patient: 
and  their  insurers  pa\  us  50c  of  every  $  I  00  we 
recover  in  overcharges  Now 
since  millions  of  unsemced 
patients  exist  nationw  ide  - 
many  fat  ing  a  fortune  in 
overcharges  -  we're  sharing 
our  system  with  affiliates  wanting  a  dream 
income  You  don't  need  a  technical  background 
-just  the  savvy  to  spot  a  vital  new  American  ser 
vice  SI 0,000  investment  required  For  a  free 
report  and  headstan  on  the  perfect  home  busi- 
ness, call.  l-8(K»-700-70it9  or  (702)  471-1280. 
&00- 5:30pm  PST« 


"...millions 
of  unserviied 
patients  exist 
nationwide." 


FINANCIAL  SKRVICK. 


The  Interface  Group  Franc! 
working  capital  to  small  busii 
unique  invoice  discounting 
Entrepreneurial  Decision  ma 
earn  an  above  average  return  < 
capital,  this  is  an  ideal  low  c 
opportunity. 
1-800-387-0W 


Very  Rewar 

"White  collar"  franchis 
commissions  to  real  esta 
brokers  through  a  unique  c 
factoring  system.  Hu| 
definable  market  with  re 
opportunities.  Reasonabl 
Ideal  for  both  entrepreneur 

703/560-5£ 
COMMISSION  E5 


Business  Ser 


Free  IfVeek-Ei 


Outsource  your  pro, 

"Corporate  Oocumei 

•  CD-ROM  Authoring  -- 
Manuals,  Technical  S| 

•  Scan,  OCR,  Hyper-link 

•  Back-file  &  Microform 
CDIT@cdit.com  1-8 


FRf 

Personal  C 

with  the  purchase 

3-To-A-Pagc  Busin 

SOQ9 

onl\ 

Buy  direct  from  the  m 
Call  for  a  free  broc 
fax  ordering  instr 

1-800-239 

(Offer  good  thru  1. 


INCORPORi 


•  FREE  Information 

•  All  50  States  and  O 

•  Reliable  Service  and  Lc 

Corporate  Cn 

http:/Avww  .corpcre 
800-672-9110 -Fax: 


TRADEM 


RESEARCH  R 


I  20,000  ACADEMIC  TOPIC 

|      Send  $2  for  the  280  p. 
■   Custom  -  written  reports , 
RESEARCH  ASSli 
1  11322  Idaho  Ave. 

I  Los  Angeles,  CA 

I  TOLL  FREE  HOTLINE:  I 

or  310  477  82 


IR  AD  RATES  AND  INFORMATION 

PHONE:  (312)464-0500 
U:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


lent  Services 

ROFITS! 
)w.  Read  the 
ve  Investor 

>nths  $55 
$195 

ssive  Investor 

4011 

a.  90703-401 1 


:er  Equipment 


TT-PACKARD 

'Sell-Trade 

ColorPro 
Drall  Pro 
ir  Draft/Master 
Plotters  DesignJet 
ins  and  Vectras  also  available 

er  &  Associates 

t  S.  Birmingham.  AL  35222 
1-4747  Fax:  205/591-1108 
E-mail  sales@dasher.com 


kKVDisplay  Products 


\RGEST  SELECTION 
THE  COUNTRY 


£-6 


on/Instruction 


)istance  Learning 

sity  offers  accredited  MBA,  no 
needed.  Chosen  by  Economist 
<e  of  world's  best  MBA  programs 

ERSITY  I  (800)  MBA-0707 
Irlbutor  I  «*  Ask  lor  ext.  20 
iuite  2.  El  Cerrito,  CA  94530 
KBack  literature:  from  your 
arte,  call  (510)  486-8900. 


NAL  DEGREES 

MS/MBA  PhD/JD 
irk./life  exp  •  Accredited 
144-8569  (24  hrs.) 

lle  University 

andeville,  LA  70470-4000 


Corporate  Gifts 


Logo  Tattoos 


1000  Temporary  Tattoos  with  your  Logo, 
Just  $189.00 !!! 
or  2000  Tattoos,  Just  $299.00!! 

plus  {7.00  SSH  (CA  add  7  25%  sales  lax) 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sized,  color  logo,  or  artwork  ,  along  wilh 
a  check,  company  P.O.  or  Visa  /  MC  #  to: 

Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
Allow  4-6  weeks  for  delivery 


Industrial/Home  Products 


EXTREMELY  DURABLE 
RESISTS  ACIDS,  RUST.  ROT 
FOR  HOME  AND  INDUSTRIAL  USES 
WATERPROOFS  AND  SEALS 
FOR  BROCHURE  AND  FREE  SAMPLES 
800-631-2164  FAX  908-364-4109 


Education/Instruction 


INVEST  IN  YOU 


Your  VALUE  Is  What  You  Know 
Approved  BS's  and  Masters  in  Business  and 
Engineering  Through  Distance  Learning 


CMU 


I6404  Parthema  Slrcct.  Nurth  Hills,  CA  91343 

For  Catalog  Call  1-800-782-2422 
Web  Site:  http:  //www.cnuas.edu 


University  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin  Public  Admin 
Health  Care  Admin,  Human  Resources. 
Finance,  Int  l  Business,  Tech  Mgmt,  Law, 
Paralegal.  Psychology,  Computer  Science 
http://www.scups.edu 
Email:  enroll@scups.edu 
1-800/477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-BW,  Santa  Ana,  CA  92705 


Menswear/Fashion 


WIDE  FEET? 
NARROW 
FEET? 

We  specialize  in 
hard-to-find  sizes, 
AAA-EEEEE 
widths,  up  to 
size16!  Famous 
names  like  E.T. 
Wright, New  Balance, 
Sebago,  Bostonian  and  Hush  Puppies 
in  dress,  casual  and  athletic  styles. 

Call  for  Free  Catalog 

Executive  Shoes 
1-800-240-7463 

Dept  2848.  PO  Box  9128.  Hingham.  MA  02043 


In  Short.  The  Best 
Boxer  Shorts  Ever. 


Finest  quality,  100% 
cotton  fabrics,  including 
Sea  Island  cotton0  Boxer 
shorts  you  can't  buy  in  stores 
For  exclusive  catalog: 


Green  Pond 


IS!  Maple  Dr.  Ada 


OA  10305,  1-800-827-POND 


Culinary  Tools 


Saving*  from 
PROFESSIONAL  CUTLERY  DIRECT 


The  VViisthof-Trident 

Classic  6"  Cook's 
$70.00  $48.50 


FREE  catalog. 

Imredihle  se/ettion 
ut  line  culinjn  fOO&. 
Knives,  cuokwdre  &  more 


Professional  Cutlery  Direct 
(800)  859-6994,  Dept.  BW6B 

email:  BW6B@p-c-d.com 


Fine  Art 


SALVADOR  DALI 


'Cosmic  Rays'' 


1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare,  Authentic  Prints, 
Drawings,  and  Paintings 

From  the  #1  Source  for  Salvador  Dali 

SILVERSTATE  FINE  ART 
Free  Catalog 
800-999-DALI  (3254) 

Outside  U.S.  call  310-798-1360 


Corporate/Holiday  Gifts 


Corporate  Screen  Savers 


Customized  with  YOUR  company 
logo,  images,  or  sales  information. 
Promote  your  business!  Perfect  for 
web  site  or  promotional  giveaways. 
As  low  as  $349,  unlimited  license. 

Gait  Technology  800-580-0742 
http://www.galttech.com 
logo@galttech.com 


Natural 
Smoked  Fish 
From  North 
Carolina's 
£>*i>fuA  vtfttAfuA  Outer  Banks 
Free  Catalog 

1-800-589-1690 


Corporate/Holiday  Gifts 


DESIGNED  FOR 
MILITARY  PILOTS. 

Solid  stainless  steel  case 
&  band  •  Double  lock 
I  clasp  'Screw-down  back 
and  crown  •  W/Rto,360- 
ft  •  Split  second  timing  • 
Revolving  compass  bezel 
•  Calendar  date  window 
•Distortion  free  mineral 
lens  »VD57  quartz  mov't 
made  by  SEIKO  Corp.  • 
Air  Force  blue  face  & 
bezel  •  Money  Back 

Guarantee 
Lifetime  Warranty 
I      Deluxe;  gift  boxed 
|     Same  Day  Shipping 

I  CREDIT  CARDS 
I  1.800.544.4365 


|  OPERATOR  1  ap  | 

nt  1409-190  .  Rpuprlu  Hilk  rA  QTOIn 


Meet  The  Leaders  Of, 
he  Corporate  World. 


Congratulations  to  the \ 
ning  teams  of  the  199 
Chase  Corporate  Challengi 
who  come  from  an  initial 
of  close  to  150,000  ninne 
from  nearly  6,000  comoan 


^£2^1  CORPORA! 
96  CHALLENC 


IE 


Your  competitive  spirit 

continues  to  show  that  a  c 

pany's  success  can  be  me; 

sured  by  the  finish  line  as  i 

as  the  bottom  line. 

1996  Chase  Corporate  Challenge®  Championship 

First  Place  Qualifying  Teams 

Men's,  Women's  and  Coed  Divisi 


A  DP 

American  Home  Products 
AT&T 

Andersen  Worldwide  Consulting 

Barclays  Bank  PLC 

Bellcore 

British  Steel  pic 

Brookhaven  National  Lab 

Bundeskrimmalamt 

The  Chase  Manhattan  Bank 

CNA  Insurance 

The  Advertising  Department  ot 


Crouse  Health 
Deutsche  Bank  AG 
Eastman  Kodak 
Electric  Boat  Corporation 
Fitcorp 

Gartner  Group 
General  Electric 
HBO  &  Company 
Hyde  Athletic  Industries 
IBM  Corporation 


LeCroy  Corporation 
Lockheed  Martin 
Long  Island  Lighting  Co. 
KPMG 

Marine  Midland  Bank 
MercyCare  Corp. 
Nabisco.  Inc. 
National  Fuel  Gas 
National  Westminster  Bank 
NationsBank 


NYC  Board  of  Education 
Nortel 

Oracle  Corporation 
Pacific  Telesis  Group 
Pfizer  Inc. 

Running  Times  Magazine 
Synopsis 
United  Nations 
U.S.  Postal  Service 
West  Valley  Demonstratior 
Zurich-American  Insuranc 


Stic  JNVur  JBork  Stmc*  AmericanAirlines 

mm.  M 

ruw&ua!  [\ FFANY  &  Co. 


BusinessWeek 


SAUCOl 


Chase  Sponsored  Events  at  Madison  Square  Garden 


Chase  Championships 
of  the  Corel  WTA  Tour 

November  18-24 


Chase  NIT 

November  27-29 


Chase  ECAC  Holiday  Festival 

December  26  and  28 


For  ticket  information:  212-465-MSG1      Check  local  TV  listing  for  time  and  station. 


1 1996  The  Chase  Manhattan  Corpc 


fniflHiiiiinyiixiiwumiWiy  ini  mi  m  iii 


ness  Week  Index 


TION  INDEX 


i  last  week:  -0.4% 
i  last  year:  7.1% 


PRODUCTION  INDICATORS 


I0DUCTION  INDEX 

Oct.  12=132.6 
1992=100 


June 
1996 


Oct. 
1996 


Feb. 
1996 

4-week  moving  average 

>n  index  continued  to  fall  through  the  week  ended  Oct.  12. 
ation  of  the  four-week  moving  average,  however,  the  index 
destly,  rising  to  132.8  from  132.2.  In  the  latest  week,  increases 
lally  ad|usted  output  of  autos,  steel,  and  electric  power  offset 
ruck  and  coal  production  as  well  as  rail-freight  traffic, 
index  will  be  unavailable  for  an  indefinite  period  of  time, 
ex  copyright  1996  by  The  McGraw-Hill  Companies 


}  INDICATORS 


IES  (10/18)  S&P  500 


LATEST 
WEEK 


WEEK 
AGO 


710.82  700.66 


YEARLY 
%  CHG 

21.1 


BOND  YIELD,  Aaa  (10/18) 

7.59%  7.61% 

5.1 

.  MATERIALS  PRICES  do/18) 

106.9  107.8 

-3.3 

:AILURES  (10/11) 

NA  NA 

NA 

'E  LOANS  (10/9)  billions 

NA  NA 

NA 

PLY,  M2  (10/7)  billions 

$3,768.5  $3,758.3 

3  7 

1IMS,  UNEMPLOYMENT  (10/12) 

thous.     340  322r 

-6.6 

ndard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 


JT  RATES 


INDS  (10/22) 

LATEST 
WEEK 

5.19% 

WEEK 
AGO 

5.41% 

YEAR 
AGO 

5.76% 

IL  PAPER  (10/23)  3-month 

5.42 

5.42 

5.82 

"ES  OF  DEPOSIT  (10/23)  3-month 

5.41 

5.40 

5.79 

rGAGE  (10/18)  30-year 

8  09 

8.09 

7.69 

E  MORTGAGE  dO/18)  one-year 

5.88 

5.92 

5.85 

|) 

8.25 

8.25 

8.75 

ieral  Reserve.  HSH  Associates,  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (10/19)  thous.  of  net  tons 

1,892 

2,029# 

3.0 

AUTOS  (10/19)  units 

130,724 

129,663r# 

-2.8 

TRUCKS  (10/19)  units 

124,134 

121,574r# 

-1.1 

ELECTRIC  POWER  (10/19)  millions  of  kilowatt-hrs.  58,896 

59,063# 

3.2 

CRUDE-OIL  REFINING  (10/19)  thous.  of  bbl./day  14,141 

14,100# 

4.0 

COAL  (10/12)  thous.  of  net  tons 

21,675# 

22,  hi  14 

4.8 

LUMBER  (10/12)  millions  of  ft. 

470. 1# 

483.0 

1.2 

RAIL  FREIGHT  (10/12)  billions  of  ton-miles 

26. 6# 

26.6 

1.1 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
Institute.  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports,  Edison  Electric 
,  WWPAl,  SFPA2,  Association  of 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 

%  CHG 

GOLD  (10/23)  $/troy  oz. 

383.500 

381.500 

0.4 

STEEL  SCRAP  (10/22)  #1  heavy,  $/ton 

126.50 

133.50 

-10.0 

COPPER  no/18)  iz/ib. 

95.5 

95.5 

-26.2 

ALUMINUM  no/18)  e/ib. 

64.0 

63.5 

-16.9 

COTTON  (10/19)  strict  low  middling  1-1/16  in., 

2/lb.  71.53 

73.87 

-14.0 

OIL  (10/22)  $/bbl. 

25.80 

25.47r 

46.8 

CRB  FOODSTUFFS  INDEX  no/22)  1967=100 

245.35 

254.82 

0.6 

CRB  RAW  INDUSTRIALS  INDEX  no/22)  1967=100  330  55 

336.66 

-0.5 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX,  Commodity  Research  Bureau 

market.  Metah 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  no/23) 

112.70 

112.13 

101.30 

GERMAN  MARK  no/23) 

1.52 

1.54 

1.39 

BRITISH  POUND  no/23) 

1.60 

1.58 

1.58 

FRENCH  FRANC  (10/23) 

5.14 

5.20 

88 

ITALIAN  LIRA  (10/23) 

1524.9 

1536.5 

1  59 1  ;-; 

CANADIAN  DOLLAR  (10/23) 

1.34 

1.36 

1.37 

MEXICAN  PESO  <  10/23) 

7.840 

7.785 

7.240 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S.  dollar, 
except  for  British  pound  in  dollars 


the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


WEEK  AHEAD 


NT  COSTS 

:f.  29,  8:30  a.m. est  ►  Labor 
.8%  in  the  third  quarter,  the 
s  in  the  second,  says  the  median 
iconomists  polled  by  mms  Interna- 
)f  The  McGraw-Hill  Companies. 

CONFIDENCE 

:t.  29,  10  a.m.EST*  The  Confer- 
s  confidence  index  likely  hit  112 
from  111.8  in  September. 

IS  DOMESTIC  PRODUCT 

Oct.  30,  8:30  a.m.EST>  The 
expects  that  real  gdp  grew  at  a 
i\  rate  in  the  third  quarter,  less 
e  4.7%  surge  in  the  second. 


NEW  SINGLE-FAMILY  HOME  SALES 

Wednesday,  Oct.  30,  10  a.m.EST>  New 
homes  likely  sold  at  an  annual  rate  of 
775,000  in  September,  a  big  drop  from 
August's  surprisingly  strong  832,000  pace. 

BEIGE  BOOK 

Wednesday,  Oct.  30,  noon  est  ►  The  Federal 
Reserve's  roundup  of  economic  reports  from 
its  12  districts  will  give  a  summary  of  Octo- 
ber business  activity  in  advance  of  the  Fed's 
Nov.  13  policy  meeting. 

PERSONAL  INCOME 

Thursday,  Oct.  31,  8:30  a.m. est>  Personal 
income  probably  rose  0.5%  in  September, 
after  a  0.6%  advance  in  August.  September 


consumer  spending  likely  rose  0.4%,  on  top 
of  a  0.6%  rise  in  August. 

EMPLOYMENT 

Friday,  Nov.  1.  8:30  a.m.EST>-  The  mms 
median  forecast  calls  for  a  gain  of  188,000 
nonfarm  jobs  in  October,  after  payrolls  dipped 
40,000  in  September.  The  unemployment 
rate  likely  remained  at  5.2%,  and  hourly 
wages  probably  increased  0.3%  in  October, 
after  a  0.5%  rise  in  September. 

NAPM  SURVEY 

Friday,  Nov.  1,  10  a.m. est  >■  The  National 
Association  of  Purchasing  Management's 
business  index  likely  slipped  to  51.5%  in 
October,  from  51.7%  in  September. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABC  82 

Acer  America  130. 136. 154, 
159 

Adidas  82 

Adobe  Systems  (ADBE)  162 
AEG  (DAI)  64 
Affymetnx  (AFFX)  192 
Alcoa  (AA)  192 
Allen  Telecom  14 
All-Tech  Investment 

Group  180, 181 
Alshall  Economic 

Consultants  58 
Alumax(AMX)  192 
American  Express  (AXP)  82 
America  Online  (AMER)  10, 

136.164 

Amgen  (AMGN)  194 
Anderson  Clayton  176 
Apple  Computer  (AAPL)  118, 

126.130.138,142.162. 

166.176 

Arkansas  Power  &  Light  40 
AT&T  (J)  36.54.60,82,98. 
164 

Atlanta  Braves  54, 82 
Autodesk  (ACAD)  199 
AutoPacific  170 


Chase  Manhattan  (CMB)  69 

Chicago  Corp  36 

Chicago  White  Sox  82 

Chinon  162 

Chrysler  (0  48 

Cincinnati  Bengals  176 

Circuit  City  Stores  (CO  159 

Citicorp  (CCD  58 

Cleveland  Browns  54 

Colorado  Memory  Systems  1 26 

Compaq  Computer  (CPQ)  52, 
118,126,130,154.159 
CompUSA  (CPU)  154 
CompuServe  (CSRV)  54, 164 
Computer  Discount 
Warehouse  154 
Concentric  Network  164 
Conterence  Board  203 
Conrail(CRR)  54 
Consolidated  Edison  (ED)  98 
Control  Data  (CDAT)  14 
Corel  144 

Corporate  Software  36 
Creative  Strategies 
Research  52 
CSX (CSX)  54 
Cybenan  Outpost  1 54 


B 


Bandai  142 

BankAmenca  (BAC)  186 
Bank  of  Boston  (BKB)  186 
Bank  of  East  Asia  69 
BCAM  International 
(BCAM)  199 
B/E  Aerospace  199 
Bear  Stearns  (BSC)  48,150 
Bell  Atlantic  (BEL)  94, 98 
Bell  Cablemedia  60 
Bell  Canada  (BCE)  60 
Best  Buy  (BBY)  130,154 
Beverly  Enterprises  (BEV)  192 
BioMeneux  Vitek  192 
BJK&E  Media  82 
Blockbuster  Music  9 
Block  Trading  180 
Boeing  (BA)  44 
Boundless  Technologies  52 
Brandywme  Asset 

Management  192 
Bnnker  International  (EAT)  39 
British  Sky  Broadcasting  60 
British  Telecommunications 

(BTY)  60 

Broderbund  Software 
(BROD)  146.150 
Brother  138 

Brown  Brothers  Harnman  186 
Burger  King  39 


Daimler  Benz  (DAI)  64 
Dakco  154 
DASA  (DAI)  64 
Data  General  (DGN)  14 
Dataquest  154 
Datek  180 

Davidson  &  Associates 

(DAVD)  146 
Debis  (DAI)  64 
Deere  (DE)  36 
Dell  Computer  (DELL)  130, 

154,159 

Deloitte  &  Touche  39 
Detroit  Diesel  38 
On.!'  ■  hf  B  ;  'r  64 
Deutsche  Morgan  Grenfell/CJ. 
Lawrence  (CUDB)  206 
Digital  Electronics  14 
Digital  Equipment  (DEC)  46 
Dina  Securities  180 
Donnelley  (R.RHDNY)  36 
Drackett  176 

DreamWorks  SKG  150, 174 
Dreyfus  (DRY)  182 
Dycam  162 


Cables  Wireless  (CWP)  60 
Cablevision  Systems  14 
Campbell  Soup  (CPB)  84 
C&O  Resource  58 
Canon  130,138.162 
Casio  162 
CBS(WX)  82 
Channel  Marketing  154 


First  Union  (FTU)  52 
Fokker(DAI)  64 
Ford(F)  48,170 
Forefront  Group  166 
Fox  (NWS)  82,174 
Fried  Frank  Hams  Shnver  & 
Jacobson  6 
Fnto-Lay  (PEP)  174 
FTD  52 

Fuji  Heavy  Industries  170 
Fuji  Photo  Film  (FUJIY)  162 
Fujitsu  130,136 


Lehman  Brothers  (LEH)  184 
Lexmark  138 
Lippo  Group  40 
Live  Picture  162 
Lloyd's  of  London  44 
Logitech  162 

Long  Island  Lighting  (LID  98 
Lotus  (IBM)  144 
Lycos  164 

M 


Gateway  2000  (GATE)  142, 
154,159 

General  Electric  (GE)  64 
General  Motors  (GM)  33, 48 
GeoPartners  Research  36 
Glaxo  Wellcome  (GLX)  192 
GNN  164 
Golden  Books  174 
Goldman  Sachs  64, 182 
Golf  Mentor  9 
Good  Guys  (GGUY)  9 
Grace  (W.R.)  (GRA)  194 
Great  American  Cookie  6 
GTE  (GTE)  98 
H 


H&R  Block  60 
Hand  Technologies  154 
Hang  Lung  Group  69 
Harris  (Louis)  57 
Hawkes  Ocean 
Technologies  199 
Headbone  Interactive  146 
Heinz  (HJ.)  (HNZ)  176 
Hershey  Foods  (HSY)  54,174 
Hewlett-Packard  (HWP)  46, 

118,130.138,154,159,162 
Hitachi  (HIT)  52,130 
Hoffmann-La  Roche  192 
Honda  (HMC)  170 
Huhtamaki  54 
Human  Genome  Sciences 

(HGSI)  194 


Earthlink  164 

Eastman  Kodak  (EK)  36,162 
Echo  164 

Edmark(EDMK)  146 
Electronic  Data  Systems 
(EDS)  54 
Entergy  (ETR)  40 
Epic  Multimedia  150 
Epson  138,162 
Erol's  164 


IBM  (IBM)  14, 46.  52,  54,  82, 
116,118,126,130.136, 
154,164 

Individual  166 
Insite  Peripherals  126 
Intel  (INTO  52.118,130 
InVision  Technologies  14 
Iomega  (IOMG)  126 


Jerusalem  Global 
Consultants  62 
Jupiter  Communications  6 

K 


Federal  Express  (FDX)  52 
First  Interstate  Bancorp  (I)  186 
First  National  Bank  of  Chicago 
(FWB)  32 


Macromedia  (MACR)  166 
Magnavox  142 
Maior  League  Baseball  82, 84 
Marimba  166 
McDonald's  (MCD)  82 
McGraw-Hill  (MHP)  10,116, 
203 

MCI  Communications 

(MCIO  36,164 
Meckler  Media  164 
Mercedes-Benz  (DAI)  64 
Mercer  (William  M  )  32 
Merck  (MRK)  192,194 
Mercury  Communications  60 
Mernn  Information 

Services  154 
MetaTools  162 
MGI  Software  162 
Micrografx  (MGXI)  162 
Micron  Electronics  (MV)  154 
Microsoft  (MSFD  52,116, 

118,138,144,150,162, 

164,166 

MicroSystems  Warehouse  154, 
159 

Milwaukee  Brewers  84 
Mindspnng  164 
Minolta  162 
Mitac  International  52 
Mitsubishi  79, 142 
MMS  International  (MHP)  203 
Mobil  (MOB)  58 
Molten  Metal  Technology 
(MLTN)  54 
Monorail  52 
Monsanto  (MTO  194 
Montgomery  Securities  192 
Morgan  Stanley  (MS)  182 
Morrison  &  Foerster  194 
Musicland  9 

Myriad  Genetics  (MYGN)  194 
N 


Okidata  138 
Olympus  162 
Oncormed  194 
On-Site  Trading  180 
Oppenheimer  184 
Oracle  (ORCL)  52 
Orient  Overseas  69 

P 


Kagan  Telecom  Associates  36 
Kaiser  Aluminum  (KLU)  192 
Keefe  Bruyette  &  Woods  54 
KEL  Enterprises  36 
Kirshenbaum  Bond  82 
Kohlberg  Kravis  Roberts  54 
Konica  162 

KPMG  Peat  Marwick  180 


Packard  Bell  NEC  130,154, 
159 

PaineWebber  (PWJ)  14,184 
Panasonic  138 
Parachute  Press  174 
Penney  (J.C.)  (JCP)  188 
Peoples  Network  50 
PepsiCo  (PEP)  174 
Pharmacy  Corp.  of  America 
(BEV)  192 
Pharmos  199 
Phelps  Technologies  52 
Philip  Morris  (MO)  58 
Philips  Consumer  Electronics 
(PHG)  142 
PictureVision  162 
Platinum  Technology  (PLAT)  39 
Play  Inc.  162 
PointCast  166 
Polaroid  162 
Port  130 
Power  (J.D.)  170 
Procters  Gamble  (PG)  54 
Prodigy  Services  164 
Progressive  Networks  166 
Prudential  Securities  192 


Sony(SNE)  52,11 
Sprint  (FON)  36 
Spry  164 
Standard  &  Poor's 
Star-Kist  (HNZ)  1 
Storm  Technology 
Stream  Internatioi 
Subaru  America 
Sun  Microsystems 

52, 144, 166 
Syquest  Technoloi 

(SYQT)  126 


Quaker  Oats  (OAT)  176 
R 


NBA  82 
NCR  CD  14 
NEC  138,154 

Nestle  176 
Netcom  (NETC)  164 
Netscape  Communications 

(NSCP)  144,166 
New  England  Electnc 

System  98 

New  York  Yankees  54,82 
News  Corp.  (NWS)  62 
News  Datacom  Research 
(NWS)  62 
NFL  82 

Nielsen  (A.C.)  174 
Nike  (NKE)  82 
Nikon  162 

Norfolk  Southern  (NSC)  54 
NorthCenter  Foodservice  168 


Ralston  Purina  (RAL)  176 
Redlands  Country  Club  9 
Regional  Financial 
Associates  32 
Reuters  (RTRSY)  168 
Reynolds  Metals  (RLM)  192 
Ricoh  162 

Robertson  Stephens  188 
Roper  Starch  82 
Rosenberg  Rich  Baker 
Berman  14 
RWE  60 


Taco  Bell  (PEP)  1 
Tele-Communical 

fTCOM)  14 
Texas  Instrument 

136 

Textron  (TXT)  19' 
Theatnx  146 
Toshiba  118,13 
Toshiba  America 
Tower  Records  9 
Toyota  (TOYOY) 
Traveling  Softwa 
TWA  (TWA)  44 

U 


Salomon  Brothers  (SB)  39 
Samsung  130, 142 
San  Francisco  49ers  176 
SBC  Communications 
(SBC)  98 

Scholastic  (SCHL)  174 
Schonfeld  Securities  180 
Schwab  (Charles)  (SCH)  186 
Seafirst  (BAC)  186 
Seagate  Technology  (SEG)  126 
Sears  (S)  9,188 
Seattle  FilmWorks  162 
Sega  Enterprises  (SEGNY)  142 
Sharp  130 

Shearson  Lehman  (LEH)  69 
Shilling  (A.  Gary)  32 
Smith  Barney  54, 194 


Unilever  176 
Umsource  1921* 
Unisys  (UIS)  14 
United  Air  Lines 
United  Broadca: 

Network  50 
United  States  A\ 

Underwnters  ' 

V  

ValuJet  (VJED  < 
VDOnet  166 
ViewCall  Amenc 
vlvitar  162 
Volkswagen  17 

W  

Wal-Mart  Store: 
Walt  Disney  (Dt 
Wang  Laborato1 
Watties  (HNZ) 
Weight  Watchei 
Wells  Fargo  (Wl 
Wharf  Holdings 
Wheelock  69 
Wieden  &  Kenn 
Wolf  Camera  & 
Worthen  Bank 
WOW!  9 
Wyse  Technoloi 

X  

Xerox  (XRX)  5' 
Xing  Technoloi 

Y  

Yahoo!  (YHOO! 

Z  

Zacks  Investm 
Research  1S 
Zenith  Electroi 
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Oct.  17-23 


F-  707.27 


1-week  change 

+0.4% 


BONDS 

Oct.  Apr. 


Oct.  17-23 


THE  DOLLAR 

Oct.  Apr. 


Oct.    Oct.  16-23 


1484,25 


1-week  change 

+0.3% 


52-week  change 


1-week  change 

-0.4% 


ANALYSIS 


Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

JSTRIALS 

6036.5 

0.3 

27.0 

90-DAY  TREASURY  BILL  YIELD 

5.11% 

5.12% 

5.38% 

NIES  (S&P  MidCap  Index) 

243.6 

-0.4 

15.8 

30-YEAR  TREASURY  BOND  YIELD 

6.82% 

6.86% 

6.32% 

ES  (Russell  2000) 

342.9 

-1.6 

15.1 

S&P  500  DIVIDEND  YIELD 

2.04% 

2.05% 

2.35% 

(Russell  3000) 

399.5 

-0.1 

19.8 

S&P  500  PRICE/EARNINGS  RATIO 

19.9 

20.3 

16.3 

CKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

657.4 
59.0% 
0.57 
1.69 

655.0 
61.0% 
0.55  r 
1.56 

Positive 
Neutral 
Negative 
Positive 

ial  Times  100) 

ndex) 

omposite) 

4028.4 
21082.2 
5576.2 

0.1 
-1.5 
1.7 

13.9 
17.3 
28.7 

Y GROUPS  , 

BLOOMBERG  FINANCIAL  MARKETS 

EADERS 

%  change 
1  month  12-month 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

>  DRILLING 

28.8 

158.6 

ROWAN 

30.9 

225.0 

223/4 

RED  HOUSING 

16.9 

68.3 

FLEETWOOD  ENTERPRISES 

16.9 

68.3 

34'/2 

JUIPMENT  AND  SERVICES 

12.7 

50.1 

BAKER  HUGHES 

19.1 

73.9 

357/a 

D  LOANS 

10.3 

12.8 

AHMANSON  (H.F.) 

12.9 

10.7 

29  7. 

8.0 

29.0 

PFIZER 

11'  rj 

38.3 

843/8 

.AGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

% 

1-month 

change 

12-month 

Price 

ECTRONICS 

-14.6 

24.8 

EG&G 

-14.6 

-6.7 

17'/2 

-12.8 

2.7 

UNITED  HEALTHCARE 

-13.5 

-25.9 

363A 

ING 

-12.3 

-25.0 

TELE-COMMUNICATIONS 

-19.8 

-30.3 

1254 

PRINTING 

-8.6 

-8.9 

DELUXE 

-13.5 

2.7 

327/8 

ANAGEMENT 

-6.3 

4.9 

COLUMBIA  HCA  HEALTHCARE 

-6.5 

3.8 

3554 

FUNDS 


MORNINGSIAR  INC 


LAGGARDS 

il  return 

% 

Four-week  total  return 

% 

ILECT  ENERGY  SERVICE 

14.1 

PIONEER  INDIA  B 

-9.4 

INVESTOR  GROWTH 

13.8 

EV  MARATHON  GREATER  INDIA 

-8.5 

ET  RESEARCH  GLOBAL  RES.  C 

10.6 

LEXINGTON  STRATEGIC  INVESTMENTS 

-7.6 

return 

52-week  total  return 

% 

SGRESSIVE  GROWTH 

80.5 

STEADMAN  TECHNOLOGY  GROWTH 

-38.7 

SMALL  CAP  EQUITY  A 

75.2 

MATTHEWS  KOREA 

-21.4 

ET  RESEARCH  GLOBAL  RES.  C 

73.5 

PIONEER  INDIA  B 

-20.6 

S&P  500 


4-week  total  return 


SfSsS  Average  fund 
52-week  total  return 
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fear  ago 
lio 

indicate 
returns 


['KI/MMjRAW-HILL 


41 

U.S.  stocks 

$12,400 

+0.57% 


Foreign  stocks 
$11,921 

+0.71% 


llll 


Money  market  fund 
$10,516 

+0.11% 


Treasury  bonds 
$10,085 

+0.04% 


Gold 
$9,938 

+0.68% 


age  are  as  of  market  close  Wednesday.  Oct.  23,  1996,  unless  otherwise  indicated.  ket  close  Oct.  22,  Mutual  fund  returns  are  as  of  Oct.  18.  Relative  portfolios  are  valued  as  of  Oct. 
nclude  S&P  500  companies  only;  performance  and  share  prices  are  as  of  mar-     22.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised  NA=Not  available 


Editorials 


COMPUTERS  PUT 
THE  ZIP  IN  THE  GDP 

It's  easy  to  observe  the  growing  importance  of  computers  in 
our  personal  lives.  Some  40%  of  American  households  now 
have  computers.  Most  workplaces  have  them.  They're  even  on 
airplanes,  where  invariably  someone  is  working  on  a  spread- 
sheet or  playing  You  Don't  Know  Jack.  Less  obvious  to  the 
eye,  however1,  is  the  growing  macroeconomic  importance  of 
the  computer  industry.  Sales  of  computers  accounted  for  one- 
third  of  all  U.  S.  economic  growth  over  the  past  year.  Just  as 
important,  falling  computer  prices  kept  inflation  in  check. 

Let's  go  to  the  numbers.  Spending  on  computers  now  ac- 
counts for  just  under  3%  of  gdp,  compared  to  3.5%  for  autos 
and  light  trucks.  Growth  has  been  phenomenal,  with  expen- 
ditures on  computers  up  sixfold  since  1990.  Next  year  for  the 
first  time  ever,  computers  will  probably  surpass  autos  as  a 
percentage  of  the  U.  S.  economic  pie. 

But  it  is  in  pricing  that  computers  may  be  having  the 
biggest  macroeconomic  impact.  Despite  soaring  demand, 
prices  for  computers  have  actually  fallen  over  time.  Prices  are 
down  32%  from  a  year  ago  this  October,  as  measured  by  the 
GDP  price  deflator,  which  adjusts  for  quality  changes — the 
fact  that  consumers  get  more  power  for  their  dollar. 

Throughout  the  current  five-year  economic  expansion,  Cas- 
sandras  ranging  from  Wall  Street  bond  traders  to  regional 
bank  presidents  at  the  Federal  Reser-ve  have  been  warning  of 
impending  inflation.  Computer  deflation  is  one  major  reason 
why  it  hasn't  appeared.  A  handful  of  economists,  including 
Fed  Chairman  Alan  Greenspan  and  Edward  E.  Yardeni  at 
Deutsche  Morgan  GrenfehVC.  J.  Lawrence  Inc.  argue  that 
computer-led  economic  growth  is  less  likely  to  generate  in- 
flation than  traditional  housing  or  auto-led  growth. 

So  along  with  the  fun — and  anxiety — of  buying  computers 
to  put  under  the  Christmas  tree,  keep  this  in  mind:  The 
bigger  the  share  of  the  economy  for  computers,  the  faster  the 
economy  can  grow  without  triggering  inflation  (page  115). 

GET  THE  GUANXI 
OUT  OF  WASHINGTON 

What  do  Washington,  Jakarta,  Tokyo,  Taipei,  and  Bangkok 
have  in  common?  They  are  all  capital  cities  where  spe- 
cial interests,  big  money,  and  personal  connections  dominate  na- 
tional governments.  Globalization  is  great  when  it  comes  to 
trade,  but  the  importation  of  Asia's  guanxi  culture  of  money 
politics  by  Beltway  politicians  is  a  big  mistake.  Mainstream 
America  is  revolted  by  the  staggering  $1.6  billion  being  spent 
to  elect  470  members  to  national  office  in  1996,  with  nearly  all 
of  the  money  coming  from  powerful  lobbies  (page  40). 

Neither  party  is  clean.  President  Bill  Clinton  and  the  late 
Commerce  Secretary  Ronald  H.  Brown  deserve  credit  for  fly- 


ing corporate  execs  around  the  world  to  open  uj 
But  Brown,  a  former  Democratic  Party  chairman 
put  a  fund-raiser  on  the  staff  of  the  Commerce  I 
tight  connections  to  an  Indonesian  family  that  sul 
gave  big  donations  to  the  Democratic  Party.  Th 
ance  of  trading  favors  for  campaign  donations  is  s 

The  gop  Presidential  candidate  is  campaignir 
"foreign"  money  flowing  to  the  Democrats,  but 
blocked  campaign  finance  reform  for  years  in  tl 
The  Republicans  are  as  guilty  as  the  Democrats 
funds  from  foreign-owned  corporations.  Both  s 
turned  a  blind  eye  to  questionable  uses  of  hundre 
lions  of  "soft  dollars"  donated  by  special  interests. 

Something  must  be  done  before  public  cynicis 
all  support  for  democratic  institutions.  So  far,  taxpj 
refused  to  foot  the  bill  for  congressional  election 
U.  S.  Supreme  Court  views  tighter  spending  limit: 
lation  of  free  speech.  Until  the  orgy  of  special  inter 
ing  leads  to  a  gigantic  crisis,  only  one  short-term  r 
mains — open  disclosure.  There  must  be  stringent  ne 
who  gives  how  much  money  to  candidates  and 
money  is  spent.  The  walls  between  profit  and  no: 
ganizations  must  be  rebuilt,  and  the  phony  distinctio 
hard  and  soft  contributions  must  be  ended. 

At  a  time  when  voters  in  Korea  and  elsewhere  i 
beginning  to  repudiate  their-  own  culture  of  guanxi  i 
itics  in  favor  of  open  democracy,  it  is  ludicrous  for  1 
embrace  a  corrupting  system  of  special-interest  p( 

BABY  BELLS  SH0UL1 
WALK  THE  TALK 

Monopolists  are  forever  promising  that  they  r< 
competition — under  the  right  circumstances. 
Bells  professed  allegiance  to  competition  while  helping 
late  the  new  deregulatory  rules  in  the  landmark  Teleo 
tions  Act  of  1996.  But  here  they  are,  just  months  later, 
roadblocks  to  competition  wherever  they  can  (page  9^ 
The  Federal  Communications  Commission  tried 
start  local  phone  competition  by  permitting  new 
tors  to  buy  all  or  part  of  the  Bells  existing  servk 
prices.  The  fcc  wants  these  prices  to  reflect  the  : 
would  prevail  in  a  truly  competitive  marketplace.  ( 
Bells  and  some  other  local  companies  quickly  asked 
freeze  these  rules.  Many  locals  then  asked  the  courl 
out  the  rules  permanently.  Some  Bells  are  going  f 
calling  the  fcc's  new  rules  a  "taking"  of  private  pre 
der  the  Fifth  Amendment,  as  if  monopoly  control  of 
is  a  kind  of  constitutional  right.  Attacking  govemmt 
ulation  by  exploiting  the  "takings  clause"  commi 
against  government  regulation  takes  considerable  s 
Despite  this  legal  delay,  competition  is  coming, 
should  be  cutting  their1  costs  and  solidifying  the 
customers  instead  of  playing  rear-guard  legal  garni 
serve  their  monopolies. 
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1997  Lincoln  Continental  s37,950 


Lincoln  Continental 

Cadillac  Seville  SLS 

Engine 

4.6L  DOHC  InTech™  V-8 

4.6L  DOHC  Northstar  V-8 

100,000-mile  Scheduled  Tune-up  Interval' 

STANDARD 

STANDARD 

Anti-lock  Brakes  (ABS) 

STANDARD 

STANDARD 

All-Speed  Traction  Control 

STANDARD 

STANDARD 

Auto  Load-leveling  Suspension 

s  I  AN DAK D 

STANDARD 

Power  Driver/Front  Passenger  Seats 

STANDARD 

STANDARD 

Remote  Keyless  Entry  System 

STANDARD 

MAXPAKIi 

Solar  Tint  Glass 

STANDARD 

STANDARD 

Automatic  On/Off  Headlamps 

STANDARD 

V1ANDARP 

Dual  Power  Heated  Outside  Mirrors 

STANDARD 

STANDARD 

Dual  Power  Front  Seat  Rerhners 

STANDARD 

STANDARD 

Auto-dimming  Inside  Mirror 

STANDARD 

SI ANDARI  > 

Dual  Illuminated  Visor  Mirrors 

STANDARD 

SIANDARD 

Automatic  Parking  Brake  Release 

STANDARD 

STANDARD 

Computer-managed  Suspension 

STANDARD 

STANDARD 

Leather  Seating  Surfaces 

STANDARD 

5-passenger  Seating  with  Center  Console 

STANDARD 

Anti-theft  Alarm  System 

STANDARD 

Driver/Passenger  Power  Lumbar 

STANDARD 

Virtual  Image  Instrument  Cluster 

STANDARD 

Particulate  Air  Filtration  System 

STANDARD 

12-tunction  Memory  Profile  System 

M  WDARD 

Memory  Driver  Seat 

STANDARD 

Memory  Mirrors 

STANDARD 

Easy  Entry  Exit  Driver  Seat 

STANDARD 

Driver  Selectable  Steering  Effort 

STANDARD 

Driver  Selectable  Suspension 

STANDARD 

Reverse  Tilt-down  Outside  Mirrors 

STANDARD 

Rear  Seat  Center  Shoulder  Safety  Bell 

STANDARD 

Concealed  Radio  Antenna 

STANDARD 

Electronic  Compass 

STANDARD 

Manufacturer's  Suggested  Retail  Price 

$37,950 

$40,660 

Equipment  Standard  on  Lincoln  Continental  and 

Leather  Seating  Surfaces 

Optional  on  Cadillac  Seville  SLS 

Driver/Passenger  Power  Lumbar 
Sport  Interior  with  Console 

Options  Price 

$1,223 

Manufacturer's  Suggested  Retail  Price, 
Comparably  Equipped 

$37,950 

$41,883 

Buy  a  Lincoln  Continental  and  Save 


$3,933 


•Under  oonniJ  driving  condmons  with  routine  fluid  filter  cbaogei 
Bawd  on  MSRP  companion  of  comparably  cquipjwJ  vehicle* 
Competitive  data  based  on  national  information 


LINCOLN 

What    A    Luxury    Car    Should  Be 


The  average  battery  lasts  three  hours. 
Some  people  need  a  little  more  than  that. 
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STRATEGIES 


►  DISNEY  ►LILLY 

►  COMPUTER  ASSOCIATES 
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A  PUBLICATION  OF  THE  McGRAW-HILL  COMPANIES 


$7.40  /  HR 

That's  the  going  rate  for  jobs  at  Marriott  hotels. 

Many  people  who  take  them  are  poor  and 
have  little  education.  Some  are  new  immigrants. 
From  this  group,  a  workforce  emerges. 
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Preventative  Medicine: 
Management  tools  help 
you  monitor,  analyze,  and 
control  your  PCs  and 
keep  them  healthy. 


The  dependability 
of  Intel 
architecture.  • 


r 


Pentium"1'  Pro  processor- 
based  systems  and  the 

right  manageability  tools, 
like  Intel's  LANDesk® 
Management  products, 
can  save  you  money  on 

support  and  maintenance1 


©1996  Intel  Corporation,  indicated  names  are 
trademarks  of  other  companies  tWhen  compared  to 
systems  without  software  and  hardware  assisied 
manageability  tools.  ttRefers  to  32-bil  performance 
as  compared  to  the  Pentium  processor. 


lot 


SHOPPING  LIST: 

Pentium  Pro 

processor 

Standards-based 

management  software 

«V  Built-in  hardware 
^  instrumentation 

/ 


5.5  Million  Transistc 
(Go  ahead,  count'en 


PROUD  PARTNER 


PENTIUM®  PRO 

PROCESSOR 


-  KO 


Smithsonian 


We'd  be  happy  to  tell 

you  even  more. 
Just  visit  our  Web  site. 


The  right  choice  for 
Windows  NT,* 
Windows*  95 
or  any  other 
32-bit  operat-  0F 
ing  system. tf 


1 


www.intel.com/pentiumpro 


Manage 


man"age    bil'i  «ty, 

n,  the  ability  to  simplify  and  automate  the  maintenance 
and  support  of  business  computing  with  the  right 
hardware  and  software  tools,  i.e.,  Pentium  Pro  processor- 
based  systems  with  the  right  manageability  software. 


/ 


y  defined. 


intel 

The  Computer  Inside: 


I  have  a  phone  that  rings  constantly.  A  a 
to  he  at  ten  minutes  a 20.  I  need  relief.  J 
comfort  aoes  to  work  immediately  delrv 
I'm  amazed  a  ear  like  this  is  AYAILA 


gry  hour  taken.  And  a  dinner  engagement  I  was  supposed 
coin  Town  Car.  Just  what  the  doctor  ordered.  Its  soothing 
of  unsurpassed  luxury  and  peace  of  mind.  You  know, 

HOUT  A  PRESCRIPTION. 


§  LINCOLN  I 
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Up  Front 


EDITED  BY  LARRY  LIGHT 


STREET  NEWS 


A  JOLLY  PAYDAY  AT  SOLLY 


DERYCK  MAUGHAN'S  FORTUNES 

are  improving  at  Salomon 
Brothers.  Solly  is  enjoying  a 
good  year,  and  ceo  Maughan 
stands  to  earn  around  $10 
million  in  performance-linked 
pay,  say  sources  at  the  firm. 
That's  up  from  a  mere  $1  mil- 
lion last  year,  when  counter- 
parts such  as  Merrill  Lynch's 
Daniel  Tully  were  making 
easily  five  times  that. 

A  year  ago,  many 
Wall    Street  figured 
Maughan's  days  were 
numbered  amid  de- 
pressed earnings  and 
a  talent  exodus.  That's 
not  the  talk  anymore. 
The  continued  bull 
market,  which  has 
benefited  all  securi- 
ties firms,  is  a  help. 
For  the  12  months 
ended  Sept.  30,  on 
which  Salomon 
bases  pay,  profits 
were  $847  million, 


vs.  $78  million  for  the  1995 
period.  (The  strong  1996 
showing  comes  despite  a  58% 
earnings  dip  in  the  most  re- 
cent quarter,  thanks  to  the 
July  market  dive,  among  oth- 
er things.)  But  analysts  say 
Maughan  deserves  partial 
credit.  "He's  overcome  the  in- 
ternal problems  there,"  says 
independent 
MR  CHIPS:  Wall  Street 
Maughan  analyst  Per- 
rin  Long. 
Maughan's  pay 
won't  be  officially 
disclosed  until  next 
spring.  The  firm 
would  neither  confirm 
nor  deny  the  $10 
million  pay  number. 
Maughan  earned 
$8.1  million  in  1992 
(his  first  year  in 
the  top  spot),  $3 
million  in  '93,  and 
$1  million  each  in 
'94  and  '95. 


HONCHOS 

YOUR  ANALYSTS  ARE 
WAITING,  MR.  WALTER 

AT&T  KEEPS  DIGGING  ITSELF 

deeper  into  a  hole  with  Wall 
Street.  Telecom  analysts  are 
brimming  with  questions  for 
the  newly  named,  and  barely 
known,  president, 
John  Walter. 
AT&T,  though,  has 
decided  to  post- 
pone its  long- 
scheduled  Nov.  19 
analysts  meeting 
until  sometime 
early  next  year. 
"That's  frighten- 
ing," says  ubs  Se- 
"  curities  analyst 
Linda  Meltzer  of  the  delay. 

After  at&t  GEO  Robert 
Allen  named  Walter  as  his  heir 
apparent  on  Oct.  23,  dismay 
over  his  lack  of  telecom  expe- 


WELL?  AT&T'S 

new  man 


rience  pushed  at&t's  already 
battered  stock  down  more 
than  four  bucks,  to  35K,  on  Oct. 
30.  That  shaved  some  $6.4  bil- 
lion from  shareholders'  equity. 

at&t  says  Walter,  the  for- 
mer chairman  of  printing  com- 
pany R.  R.  Donnelley  &  Sons, 
wants  to  really  learn  the  busi- 
ness first,  and  Nov.  19  doesn't 
give  him  enough  time.  "He 
wants  to  play  an  integral  role 
in  any  analysts  meeting,"  says 
an  AT&T  spokesperson. 

Eager  to  dispel  the  uncer- 
tainty surrounding  him,  ana- 
lysts are  reluctant  to  give  him 
a  grace  period,  even  though 
they  concede  Walter  would 
have  a  tough  time  speaking 
so  soon.  Says  Morgan  Stan- 
ley's Stephanie  Comfort:  "If 
they  were  confident  enough 
about  Walter  to  choose  him, 
they  should  be  confident 
enough  to  have  him  meet 
with  us."      Catherine  Artist 


TALK  SHOW  UThis  election  is  the  evil  of  two  lessers. 

— Michael  Moore,  iconoclastic  filmmaker  and  author,  in  ai 
Oct,  30  speech  at  Yale  University 


PAC  MEN 

ALAN  KEYES' 
MONEY  MACHINE 

THE  HOTTEST  NEW  POLITICAL 

action  committee  is  devoted 
to  backing  black  conserva- 
tives. Formed  in  January, 
1995,  by  radio  talk-show  host 
and  gop  Presidential  con- 
tender Alan  Keyes,  Black 
America's  pac  is  the  biggest 
among  pacs  that  opened  for 
business  in  this  election  cycle. 
So  far,  bampac  has  pulled  in 
$1.3  million,  making  it  No.  28 
among  the  4,000  pacs.  Says 
Executive  Director  Alvin 
Williams:  "We  knew  bampac 
would  take  off;  we  didn't 
know  it  would  be  so  soon." 

Oddly,  it  has  donated  a  to- 
tal of  just  $3,500  to  only 


THE  LIST  'AT'  TU1 


The  symbol  "@"  is  universal 
on  the  Internet.  Meaning 
"at,"  it  separates  an  E-mail 
name  and  Net  location. 
Adopted  in  1971  for  Net 
use  by  researcher  Ray  Tom- 
linson,  it  has  acquired  a 
gaggle  of  nicknames  in  non- 
English-speaking  countries. 


KEYES:  Conservative 

three  House  cant 
That's  because  bampjs 
cused  on  spending  t 
its  war  chest.  Fro: 
through  September, 
its  outlays,  or  $156,00 
to  direct-mail  solicital 
seeks  to  double  its 
member  mailing  list 
years  by  tapping  into 
tion's  growing  nun 
black  conservatives. 

But  the  small  am 
direct  contributions 
deceiving.  The  groi 
that  it  has  benefitec 
man  Representativ 
Watts  Jr.  (R-Okla.)  ar 
sa  Doggett,  who  is  cl 
ing  a  House  Demo 
Texas,  by  asking  : 
contributors  to  giv 
pendently  to  those  F 
cans.  So  far,  that  has 
an  extra  $36,800  foi 
and  $34,000  for  D 
This  election-law  lo 
called  "bundling," 
around  the  legal  d 
limits  for  a  pac- 
per  cs 
per  ( 


Most 

(monkeys,  snails)  mak( 
sense.  But  no  one  is  si 
why  the  Israelis  call  it 
strudel.  The  Japanese 
give  their  pronunciatioi 
the  "at"  mark — "attorn 


NICKNAMES  FOR  @  WORLDWIC 


FINLAND 

GERMANY 

HOLLAND 

ISRAEL 

ITALY 

SPAIN 


MIUMAU 

KLAMMERAFFE 

APESTAART 

STRUDEL 

CHI0CCI0UNA 

ARR0BA 

DATA  BBN  CORP. 


CAT'S  TAIL 

SPIDER  M0NKE' 

MONKEY'S  TAIL 

A  PASTRY 

SMALL  SNAIL 

UNIT  OF  WEIGH1 
(ABOUT  25  LB.) 
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ESOURCE: 


SYSTEMS 


You  know  the  feeling.  Your  boss  appears 
in  the  doorway,  asking  for  information 
that  your  current  HR  software  just  can't 
produce  on  demand. 

Fortunately,  with  a  Human  Resource 
Management  System  from  ADP,  every- 
thing from  benefits  projections  to 
staffing  analyses  is  just  moments  away. 
Because  our  systems  are  so  flexible,  they 
allow  you  to  access  the  information  you 
want,  the  way  you  want  it. 

And  with  over  20  years  of  HR  expe- 
rience, ADP  will  be  there  to  guide  you 
every  step  of  the  way.  From  cur- 
rent system  analysis  to  new  system 
implementation  to  ongoing  mainte- 
nance, we'll  provide  a  support  team 
dedicated  to  your  needs. 

No  wonder  over  5,000  companies 
rely  on  ADP  for  HR  solutions.  Whether 
your  company  is  LAN-  or  WAN-based, 
requires  single-user  or  client-server  plat- 
forms, we  provide  solutions  that  seam- 
lessly integrate  your  HR,  benefits  and 
payroll  information. 

So  the  next  time  your  CEO  asks  for 
information,  you'll  be  able  to  deliver  it  on 
the  spot.  To  find  out  more,  visit  us  at 
adp.com  or  call  for  a  free  demo  disk. 


1   800   CALL  ADP 
ext.  379 


Up  Front 


-WAY  PATROL 


WHO  SAID  STOP  THE  PRESSES? 


A  DECADE  AGO,  WHEN  THE 

Securities  &  Exchange  Com- 
mission required  that  all  cor- 
porate documents  be  filed 
with  it  electronically 
by  May,  1996,  the 
$800  million  finan- 
cial printing  busi- 
ness looked  like  a 
goner.  But  guess 
what?  The  printers 
are  doing  great — 
and  are  reaping  a 
bonanza  from 
cyber-  ^ 
filing.  "3f; 

Turns 
out  the  future 
wired  world 
dreamed  of  in  the 
mid-'80s  didn't  eliminate 
the  need  for  paper  versions 
of  annual  reports,  offering 
prospectuses,  and  the  like.  As 
a  cost  savings,  many  compa- 


nies no  longer  mail  quarterly 
reports  to  their  shareholders, 
but  the  bull  market  and  the 
explosion  of  mutual  funds 
have  required  more  paper 
than  ever.  Meanwhile,  the 
printing  companies  have 
found  a  lucrative  sideline 
doing  electronic  filing  for 
those  lacking  the  time 
or  knowhow. 

Look  at  industry 
leader 
Bowne, 
which 
began 
ii  n  1  i  n  i 1 
filing  a 
few  years 
ago  as  com- 
panies gradu- 
ally shifted  to  the  new  sec 
system,  called  EDGAR  (Elec- 
tronic Data  Gathering, 
Analysis,  and  Retrieval).  The 


DRAWN  &  QUARTERED 


Manhattan-based  company  j 
attributes  10%  of  its  rev- 
enues to  edgar  filings.  Over-  | 
all,  Bowne's  first  three  quar- 
ters' sales  of  $361  million  are 
up  a  healthy  28%  from  the 
year-ago  period.  Financial 
printing  is  one-third  of  the 
business  at  publicly  held 
Merrill,  though  the  company 
won't  break  out  revenues 
from  edgar.  Neither  will 
competitor  R.  R.  Donnelley 
&  Sons.  Lisa  Sanders 


VANITY  FARE 


WHEN  THE  WRINKLES 
JUST  WONT  WAIT 


$900  yearly  for  the  privilege. 
They  specialize  in  everything 
from  orthodontics  to  liposuc- 
tion. Creditworthy  consumers 
who  qualify  for  loans,  which 
average  $4,000  at  an  interest 
rate  of  9.9%,  are  referred  to  a 
specialist  in  their  area.  So  far, 
Jayhawk  says  tests  in  Dallas, 
Atlanta,  and  elsewhere  have 
generated  about  200  calls  a 
day,  with  75%  of  callers  quali- 
fying immediately.  More  than 


100  procedures  have  already 
been  performed,  most  related 
to  breast  augmentation. 

Jayhawk's  loan  program — 
which  plans  to  be  in  the  na- 
tion's 50  largest  cities  by  July, 
1997 — could  be  a  big  boost  to 
the  $13.2  billion  elective 
health-care  market.  That's  al- 
ready expanding  nicely  as  ag- 
ing baby  boomers  seek  to 
maintain  a  youthful  appear- 
ance.        Linda  Hirnelstein 


face-lifts  can  be  an  ugly 
financial  experience.  Finance 
outfit  Jayhawk  Acceptance  is 
out  to  make  those  nips  and 
tucks  more  affordable.  It's 
offering  a  novel  loan  pro- 
gram— mainly  for  cosmetic 
surgery  but  also  for  other 
elective  procedures  not  nor- 
mally covered  by  insurance, 
such  as  infertility  treatments 
and  laser  eyesight  surgery. 

The  Dallas-based  firm, 
which  also  collects  payments 
on  auto  loans,  has  assembled  a 
network  of  doctors  who  pay 


THE  BIG  PICTURE 


HEADSPINNING  SPIN-OFFS 

Companies  are  spinning  off 
divisions  at  a  record  rate.  Why? 
AT&T's  planned  spin-off  of  its 
lagging  NCR  computer  unit  re- 
moves a  problem.  Dial  created 
an  independent  entity  for  its 
Brillo  soap  pads  and  other  con- 
sumer goods — a  bid  to  "simplify" 
Dial  so  Wall  Street 
?        can  value  it  more 
accurately. 

■HHaBHI 


NUMBER  OF 
SPIN-OFFS 

■  THROUGH 
OCT  21 


#  # 


'93    '94    '95  '96 
DATA:  SECURITIES  DATA  CO., 


LEHMAN  BROS 


AFTERLIVES 

OLD  PC  H0NCH0! 
NEVER  FADE  AW/ 

THE    COMPAQ  COM] 

alumni  club  is  lookin 
way  to  invest  its  consii 
wealth.  At  the  recent 
conclave  of  PC  hone 
Scottsdale,  Ariz.,  forn 
Rod  Canion  and  his 
two  pals — Michael 
Swavely,  once  presi- 
dent of  North  Amer- 
ican operations,  and 
ex-Senior  Veep  Gary 
Stimac  —  nosed 
around  startups  and 
chatted  up  heavies 
such  as  Bill  Gates.  ( 

For  now,  the  three  ! 
amigos  are  coy  about 
their  plans,  but  specul 
life  that  they  want  to  1; 
startup.  While  the  cc 
that  made  them  rich 
goes  a  management  si 
they're  eyeballing  netv 
technology  and  starti 
yearend,  says  Stimac,  "1 
uate  what  else  to  do."  £ 
says:  "We  have  interest 
portunities"  but  haver 
sued  any  yet. 

Swavely,  43,  who  qui 
paq  in  1991  for  an  ec 
an's  life,  hadn't  been 
PC  confab  for  five  year 
ion,  51,  ousted  when  t\ 
pany  stumbled  in  19i 
been  spending  time  fly 
Citation  II  jet  and  ten 
his  consulting  firm.  Stir 
who  got  the  trio  to 
again,  quit  Compaq  | 
and  is  an  adviser  to  ch 
er  Cyrix.    Gary  McW 


FOOTNOTES  Share  of  owners  whose  most  recent  home-improvement  costs  exceeded  $1,000:  71  %;  $5,000:  22%;  $25,000:  4' 
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Asia  Pacific  Region 


r\u>u  ana 

outn  Korea 

aoan 


As  we  expand  into  the  region  of  the  future, 
rou  can  be  confident  in  the  commitments  we  make. 


acquisition  c 

life  insurer  in  Australia,  New  Zealand  and  Hong  Kong  -  we  are  now 
operating  in  23  countries.  In  addition  to  the  rapidly  growing 
Asia/Pacific  region,  we  have  a  very  strong  presence  in  the  U.S.  - 
through  The  Equitable  -  and  of  course  Europe.  This  broad  reach, 
international  experience  and  shared  "know-how"  benefit  clients  in 
all  our  markets.  Thats  one  reason  why  we  are  confident  when  we  say  : 


Go  ahead 


INSURANCE  &  INVESTMENT 


Si 


a, 


WITH  OUR  U.S.  MEMBER, 


The  must  predictable  thing  about  business  is  that  it's  unpre- 
dictable. Your  needs  are  likely  to  be  different  from  one  day  to  the 
next  (or  for  that  matter,  from  one  department  to  another).  You 
either  need  a  range  of  servers  to  accommodate  all  your  different 
needs.  Or  one  affordable  server  with  a  very  wide  range. 

Introducing  the  new  Compaq  ProLiant  2500.  Simply  put,  it's 
the  most  versatile  platform  av  ailable  todav.  Its  modular  chassis  lets 
you  easily  swap  components  to  meet  any  new  set  of  requirements. 
So  you  only  need  to  purchase  for  your  needs  today.  And  as  your 

iver.  It's  An  Application  Server. 

;r.  Can  An  Identity  Crisis  Be  A  Virtue? 

business  grows,  the  Compaq  ProLiant  2500  provides  the  scalability 
to  go  from  Hie  and  print  to  Internet  or  application  server.  While 
giving  you  the  availability  and  management 
teatures  vou  need  to  run  vour  mission -critical 
applications.  And  with  Distributed  Access,  the 
information  you  need  will  always  be  close  at  hand. 

In  other  words,  it's  the  first  platform  that's  versatile  and 
flexible  enough  to  run  your  business  on  —  todav  and  tomorrow. 
To  find  out  more  about  the  ProLiant  2  500  or  Distributed 
Access,  visit  us  at  www.compaq.com/us,  or  call  1  800-319  7778 
to  locate  the  Compaq  reseller  near  you. 
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THE  BUZZ  ON 
B-SCHOOL  RANKINGS 


The  business  week  ranking  of 
B-schools  is  the  only  one  with  any 
meaning  for  mba  students  ("The  best 
B-schools,"  Cover  Story,  Oct.  21).  When 
the  University  of  Chicago  dropped  five 
spots  in  the  recent  list,  the  university's 
administration  called  an  emergency 
meeting  to  discuss  student  concerns. 
Over  half  of  the  students  attended. 

As  a  second-year  Uni-  i^^^^^™ 
versity  of  Chicago  student, 
I  agree  with  the  ranking. 
As  the  article  indicates, 
students  considering  Chica- 
go, which  was  ranked 
eighth  overall,  must  be  pre- 
pared for  poor  administra- 
tion and  a  weak  placement 
office.  The  survey  also 
shows,  however,  that  grad- 
uates of  Chicago's  mba  pro- 
gram have  the  best  finance 
skills,  as  judged  by  recruiters. 

When  studying  the  rankings,  the  se- 
rious reader  should  look  past  the  first 
page — the  overall  rankings — for  the 
truest  picture  of  the  mba  world. 

Derrick  Deakins 
University  of  Chicago 
Chicago 

I  feel  compelled  to  express  how  ma- 
terialistic and  superficial  I  find  your  sur- 
vey. Like  anything  else  in  life,  business 
school  is  what  one  makes  of  it,  whether 
attending  No.  1  or  No.  100.  Business 
school  is  not  about  rankings  and  corpo- 
rate recruiters.  You  do  an  injustice  to  all 
the  students,  faculty,  and  deans  of  every 
school  who  did  not  make  your  "short 
list." 

Scott  M.  Beber 
Class  of  '97 
J.  L.  Kellogg  Graduate  School 
of  Management 
Northwestern  University 
Evanston,  111. 

Congratulations  on  adding  return-on- 
investment  data  to  your  business  school 
issue.  That  gives  prospective  mba  stu- 


dents another  piece  of  useful  inform  ior,  I 
for  choosing  a  school.  But  your  ass-op-l 
tion  of  10%  post-MBA  annual  sfl 
growth  for  all  schools  is  too  constva  l 
tive.  While  doing  research  for  a  boM 
1994,  I  found  that  post-MBA  anil 
salary  growth  during  the  first  five  ;ai  | 
after  graduation  varies  greatly,  rar'jt 
from  about  10%  for  lesser-known  sc'mi 
to  nearly  30%  for  the  best  schooffl 
averages  about  19%  for  the  schocprl 
the  business  week  survey. 


BusinessWeek 


SCHOOLS 

Wharton  »  Michigan  •  Northwestern 
Harvard  •  Virginia  •  Columbia 


BOTTOM  LINE 

"I  found  that  post-MFe 
annual  salary  growth 
during  the  first  five 
years  after  graduation 
. . .  averages  about  19' 
for  the  schools  in  the 
business  week  survey" 


The  bottom  line  is  that  an  MBAie- 
gree  from  a  quality  program  is  4&1 
better  than  the  article  indicates. 

Ronald  N.  Yak! 
Proffer 

William  E.  Simon  Graduate  Scwi-! 
of  Business  Administnos  i 
University  of  Roche  «r 
Rochester,  IS.! 

Why  not  seek  out  a  few  lesser-krvr. : 
but  equally  competent  business  sclii- 
around  the  country?  Much  to  my  is- 
may,  I  never  read  in  your  ratings  a  ul  i 
any  small,  progressive,  less  expervt 
college  and  universities. 

I  graduated  from  Point  Park  Colge 
in  Pittsburgh  in  1990  with  a  masteiii 
international  business  managerial 
While  my  school  is  small,  I  was  ablto 
gain  the  knowledge  I  needed  for  if 
real  world  of  international  business  'id 
start  a  company  overseas.  Please, 
ness  week,  leave  the  best-and-wst 
lists  to  Mr.  Blackwell. 

Dina  Al-Hifidh  Arpacioguin 
Mamaroneck,  H. 

You  dismiss  tenure,  saying  it  is  ot 
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Fridays  Free 


Free  Fridays  for  a  full  year. 

Free  calling  to  anywhere  in  the  U.S. 
Free  faxing  of  any  size  documents. 
~ree  incoming  toll-free  all  day 
OW,  flat  rates  the  rest  of  the  week. 

With  so  much  to  offer,  it's  no  wonder  why  thousands 
of  small  businesses  are  using  Fridays  Free  as  their 
get-ahead  business  tool.  How  about  you? 

Call  Sprint  Business 

1800-827-3700 

www.sprint.com 


Sprint 


OFFICIAL 
TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL 


We  help  business  do  more  business' 
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For  a  free  copy  of  cur  GSM  booklet  please  call  1-800-431-2345.  Or  you  can  visit  our  website  at  www.ericsson.se/systems/gsm. 
Ericsson  Inc.,  740  East  Campbell  Road,  Richardson,  TX  75081. 


GSM  RECOGNIZES 


NO 


FRONTIERS. 


Nothing  has  the  power  to  bring  the  world 
together  like  GSM. 

After  all,  there  are  more  than  125 
GSM  networks  in  the  world  today.  In  70 
countries.  On  six  continents.  With  more 
than  20  million  subscribers. 

This  is  good  news  when  you 
travel.  Because  it  means  you  can 
take  your  phone  (SIM-card)  along 
wherever  you  go.  Without  losing  a 
single  call  or  message.  Anyone  can 
reach  you  anywhere,  using 
the  same  single  number.  And  without  even 
knowing  where  in  the  world  you  are. 

GSM  operators  everywhere  are  guaran- 
teeing this  worldwide  reach,  by  signing 
roaming  agreements  with  each  other.  Over 
1200  such  agreements  are  already  in  place, 
and  dozens  more  are  signed  every  month. 


GSM  900.  DCS  1800 


ARE  IMPLEMENTATIONS 
OF  THE  GSM  STANDARD 


FREQUENCY  BANDS. 


GSM  was  originally  conceived  to  make 
roaming  simple  and  commonplace.  By 
assigning  a  unique  global  identity  to  every 
user,  keeping  constant  track  of  who  and 
where  they  all  are  becomes  much  easier 
(and  much  safer). 

And  before  long,  roaming  will 
go  into  space. 

The  world's  satellite  operators 
have  all  decided  to  base  the 
mobility  management  lor  their 
new  systems  on  the  GSM  roaming 
standard.  So  in  places  where  even  your 
GSM  phone  is  out  of  reach  (like  in  jungles, 
deserts,  or  at  sea),  you'll  simply  switch  it  to 
'satellite',  and  put  the  call  through. 

It's  the  ultimate  proof  that  GSM  really 
does  transcend  all  frontiers. 
Even  the  final  frontier. 


GSM.  The  standard  that  sets  the  standard. 


ERICSSON 
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CORRECTIONS  &  CLARIFICATIONS 

"Ladies  and  gentlemen:  The  entertainer"  (Annual  Guide  to  Computers, 
Nov.  4)  misidentified  Sony  Corp.'s  new  line  of  consumer-oriented  com- 
puters. They  are  called  vaio. 

In  "The  squawk  over  Boston  Chicken"  (The  Corporation,  Oct.  21),  the 
name  of  Boston  Chicken  Inc.'s  chief  financial  officer  was  incorrect. 
He  is  Mark  W.  Stephens.  The  company's  report  of  average  weekly  sales 
approaching  $24,000  applies  to  all  stores,  not  mature  stores.  Restau- 
rant analyst  Roger  Lipton's  estimate  of  average  weekly  sales  of 
$21,500  after  promotions  and  discounts  applies  only  to  stores  open 
at  least  a  year. 

A  table  based  on  information  supplied  by  Birinyi  Associates  Inc.  in 
"The  List"  (Up  Front,  Oct.  28)  was  incorrect.  This  corrected  table 
shows  the  top  10  point  gainers  in  the  Dow  Jones  industrial  average 
along  with  their  contributions  to  the  Dow's  3,735-point  rise  since  late 
1990. 
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the  only  way  to  foster  free  inquiry" 
("Tenure:  An  idea  whose  time  has 
gone,"  Commentary,  Oct.  21).  But  you 
do  not  specify  a  better  way. 

The  long  experience  of  the  American 
Association  of  University  Professors, 
since  its  founding  by  John  Dewey,  the 
great  philosopher  and  educator,  indi- 
cates tenure  is  the  single  most  crucial 
guarantor  of  free  speech,  due  process, 
and  academic  freedom  for  teachers  and 
professors. 

In  an  imperfect  world  with  varied 
and  frequent  attacks  against  teachers — 
ever  since  the  case  of  Socrates  and  the 
hemlock — tenure  has  proved  to  be  the 
optimum  policy  to  address  a  critical  so- 
cial problem. 

Frank  Colboum 
Pace  University 
New  York 

Your  commentary  on  university 
tenure  reflects  only  a  partial  under- 
standing of  the  system.  Tenure  may 
pose  some  problems,  but  so  do  consti- 
tutional guarantees  of  free  speech — 
which  most  editors  guard  fiercely,  and 
properly  so.  If  tenure  is  up  for  discus- 
sion, why  not  consider  administrator 
performance  as  well? 

Karl  0.  Magnusen 
College  of  Business, 
Florida  International  University 
Miami 

A  THOUGHT 

FOR  YOUR  PENNIES  

Your  story  on  the  venerable  10  coin 
("Reasons  to  stop  making  cents,"  Eco- 
nomic Trends,  Oct.  21)  cited  a  General 
Accounting  Office  estimate  that  "Uncle 
Sam  actually  loses  $9  million  or  so"  an- 


nually on  producing  and  distributing  the 
penny.  Unfortunately,  "Uncle  Sam"  dis- 
agrees with  the  gao. 

U.S.  Mint  Director  Philip  N.  Diehl 
wrote  to  the  gao  on  July  16,  1996,  that 
"we  do  not  agree  with  gao's  conclusion 
that  penny  production  and  distribution 
are  not  profitable."  According  to  the 
mint,  "correcting  [the  gao's  report] 
demonstrates  that  the  government  re- 
alized a  profit  of  $17.9  million  to  $26.6 
million  in"  fiscal  year  1994. 

The  penny  remains  a  traditional 
American  symbol  of  thrift  and  value. 

George  F.  Vary 
Executive  Director 
American  Zinc  Assn. 

Washington 

CHARGES  OF 

BEIJINGOISM  

Your  article  "Is  Washington  getting 
set  to  tilt  from  Tokyo  to  Beijing?"  (In- 
ternational Outlook,  Oct.  21)  focuses  on 
the  Clinton  Administration's  discussion  of 
a  possible  Washington  "tilt"  toward  Bei- 
jing. The  article  reinforces  some  terrible 
American  misperceptions  about  Japan. 

You  paraphrase  an  unnamed  senior 
U.  S.  official  who,  "contrasting  China 
with  Japan,  notes  that  Beijing  isn't  ex- 
pansionist and  is  more  open  to  foreign- 
ers and  foreign  products."  Both  of  these 
propositions,  which  go  unquestioned  in 
the  column,  could  not  be  further  from 
the  truth.  The  Commerce  Dept.'s  sta- 
tistics for  the  year  1995  show  U.  S.  mer- 
chandise exports  to  China  totaled  $11.8 
billion,  while  America  sold  $64.3  billion 
in  goods  to  Japan,  a  country  with  about 
one-tenth  the  population  of  China.  More- 
over, independent  studies  of  countries' 
government  policies  and  economic  free- 


dom routinely  rank  China  near  te  i 
torn  of  the  heap,  while  Japan 
consistently  near  the  top — not  u 
hind  America,  in  fact. 

The  notion  of  Japanese  expano. 
is,  if  anything,  even  more  far-ftchi 
With  an  essentially  defensive  frcei 
some  237,000  troops,  Japan  has 
clear-weapons  program,  no  missils, 
no  military  designs  on  any  forein  tj 
ritory.  China,  on  the  other  handk 
nearly  3  million  men  under  armsr  ;i 
tains  an  arsenal  of  nuclear  weapos,  a! 
has  been  making  decidedly  agg! 
moves.  There  are  indeed  huge  co;ra 
between  the  two  countries,  but  lei 
nior  official  you  cite  has  them  jus  al» 
backwards. 

Scott  Lth 
Philarip 
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Joy,  as  in  fun  to  drive.  Stick, 
as  in  Dodge  Stratus '  available 
AutoStick®  transmission. 

AutoStick  is  an  automatic 
transmission  that  can  be  shifted 
like  a  manual.  But  since 
AutoStick  works  without  a 
clutch,  you  work  less  and  play 
more.  Drop  Stratus '  gear 
selector  into  AutoStick  mode 
and  you  're  in  control.  Push  one 
way  to  upshift,  the  other  way  to 
downshift.  Hold  gears  longer  for  better 

acceleration,  use  the  engine  for  braking, 
or  knock  it  down  a  gear  to  set  up 
for  that  corner.  In  brief:  enjoy. 

Of  course  Stratus  offers  other 
good  stuff  to  help  keep  the 
adrenaline  level  up.  Like  race-bred, 
modified  double-wishbone 
suspension,  the  road-holding  stability  of 


cab-forward  design 
and  a  2.5  liter  six- 
cylinder  engine 
that  is  included 
on  AutoStick- 
equipped  models. 

That 's  a  lot  to  like.  In 
fact.  Stratus  is  so  likeable  that 
in  J.D.  Power  and  Associates 
latest  APEAL  StudV",  Stratus 
tied  as  the  "Most  Appealing 
Entry  Mid-Size  Car."* 
Stratus  comes  complete  and  ready  to 
play.  Joystick  not  required,  but  highly 
recommended. 

To  learn  more  about  Dodge  Stratus, 
call  1-800-4-A-DODGE  or  visit  our 
Web  site  at  http://www.4adodge.com 


f*M~J 

Dodge  is  the  official  vehicle  of  the  Skip  Barber  Driving  School. 


*1996  Automotive  Performance,  Execution,  and  Layout  Study,  based  on  25,492  consumer  responses. 


vearyour  seat  belt. 


Stratus  O)  The  New  Dodge 


Books 


NO  CONTEST 

Corporate  Lawyers  and  the  Perversion  of  Justice  in  America 

By  Ralph  Nader  and  Wesley  J.  Smith 
Random  House  •  427pp  •  $25.95 


DOES  BIG  BUSINESS 
STACK  THE  LEGAL  DECK? 


In  1994,  Bill  Clinton  was  searching 
for  a  lawyer.  His  White  House  coun- 
sel, Bernard  Nussbaum,  had  just  re- 
signed, a  victim  of  the  Whitewater  in- 
vestigation, and  an  irreproachable  old 
Beltway  hand  was  required  to  fill  the 
slot.  In  short,  Clinton  said,  he  needed  "a 
Lloyd  Cutler  type."  In  the  end,  Clin- 
ton got  the  man  himself — on  unusual 
terms  that  allowed  Cutler  to  remain  as 
senior  counsel  at  his  firm  and  to  work 
for  undisclosed  private  clients  whose  in- 
terests, he  said,  did  not  conflict  with 
those  of  the  government.  Observed  the 
Washington  publication  Legal  Times: 
"Full-time  White  House  counsel  have 
never  been  able  to  conduct  any  outside 
work,  but  no  one  has  raised  questions 
about  Cutler's  arrangement — perhaps 
partly  because  of  his  stature." 

How  did  Cutler  rise  to  such  esteem? 
According  to  No  Contest:  Corporate 
Lawyers  and  the  Perversion  of  Justice 
in  America,  by  consumer  activists 
Ralph  Nader  and  Wesley  J.  Smith,  it 
wasn't  by  maintaining  a  spotless  repu- 
tation. Rather,  they  say,  in  addition  to 
serving  as  a  lawyer-lobbyist  for  numer- 
ous companies  and  trade  associations, 
Cutler  had  shamelessly  capitalized  on 
his  social  connections  to  win  the  praise 
of  the  powerful.  Nor  did  it  hurt  that 
he  had  served  as  chairman  of  the  Rea- 
gan-era commission  on  government 
salaries  that  recommended  raises  of  at 
least  50%  for  the  President,  Cabinet 
members,  Congress,  and  federal  judges. 
"Was  there  a  better  way  to  become  pop- 
ular with  the  branches  of  government, 
each  of  which  is  crucial  to  your  law 
firm's  success?"  ask  Nader  and  Smith. 

Cutler  serves  as  No  Contest's  ulti- 
mate embodiment  of  the  evil  power 
lawyer.  At  the  other  end  of  the  authors' 
scale  is  good  lawyer  Roger  J.  Balla.  In- 
troduced at  the  end  of  the  book,  Balla  is 
a  former  in-house  counsel  to  Gambro 
Inc.,  the  U.  S.  subsidiary  of  a  Swedish 


maker  of  kidney-dialysis  machines.  Gam- 
bro fired  him  in  1985,  allegedly  after 
Balla  had  tried  to  stop  the  sale  of  ma- 
chines that  the  company  knew  to  be 
defective.  After  suing  for  retaliatory 
discharge,  the  good  lawyer  was  re- 
warded with  a  1991  Illinois  Supreme 
Court  decision  that  said  he  had  done 
the  right  thing — but  upheld  the  compa- 
ny's right  to  fire  him. 

Such  stark  portrayals  of  good  and 
evil  are  about  what  one  would  expect 
from  activist  and  Green  Party  Presi 
dential  candidate  Nader. 
But  surprisingly,  vitupera- 
tive attacks  are  rare.  In- 
stead, for  the  most  part,  No 
Contest  is  a  solid,  readable 
expose  of  legal-system 
flaws.  Legal  experts  will 
find  few  surprises,  but  the 
book  provides  useful  lessons 
for  all  who  want  to  make 
sense  of  the  public  distaste 
for  American  jurisprudence. 

Most  of  today's  lawyer- 
bashers  assail  money-grub- 
bing plaintiffs'  attorneys, 
whom  they  see  as  the  instigators  of 
crazy,  costly  lawsuits.  But  Nader  and 
Smith  argue  that  it's  really  corporate 
lawyers  who  should  draw  the  flak,  for 
they  are  the  ones  who  have  rigged  the 
game  against  the  little  guy.  Some  of 
their  charges  are  familiar:  the  use  of 
prolonged  discovery  to  exhaust  and 
bankrupt  less-well-heeled  opponents,  the 
routine  destruction  of  in-house  corpo- 
rate documents,  and  the  crushing  pres- 
sures on  lawyers  to  meet  impossibly 
high  hourly  billing  quotas.  But  by  illus- 
trating their  points  with  cases  involving 
tobacco,  silicone  breast  implants,  dan- 
gerous autos,  and  the  like,  the  authors 
add  a  human  dimension. 

Perhaps  the  most  interesting  corpo- 
rate legal  tactic  explored  is  the  increas- 
ing use  of  secrecy — such  as  pretrial  pro- 


NO 

CONTEST 

CORPORATE  LAWYERS 
AND  THE 
PERVERSION  OF 
JUSTICE  IN  AMERICA 


RALPH  N  ADI  R  ' 
and  WESLEY  j:  SMITH 


tective  orders,  confidential  settlemes, 
and  so-called  vacatures,  which  wipejt 
adverse  judicial  decisions  when  pai;s 
settle.  (One  such  deal,  a  settlemente- 
tween  breast-implant  victim  Maria  Sir 
and  manufacturer  Dow  Corning,  er;»| 
a  $1.7  million  trial  verdict  against  ie 
company  in  1984.)  These  are  the  mp. 
ods  by  which  corporations  keep  preal 
discovery  evidence  under  seal  and  \- 
advantageous  precedents  out  of  the  :n 
books.  The  authors  assert  that  thresh 
the  use  of  such  methods,  corpom 
wrongdoing  has  been  diverted  fromie 
public  eye — with  huge  consequence^ 
the  public's  health  and  safety. 

Somewhat  predictably,  the  autlg  i 
conclude  their  discussion  of  corpofc 
ploys  by  attacking  Congress'  torts- 
form  efforts,  which  Nader's  consul 
advocates  and  their  allies,  the  powcui 
trial  lawyers,  have  regularly  defead 
The  book's  tone  grows  more  stridenas 
the  authors  repeatedly  refer  to  the  g- 
islative  campaign  as  "tort  deform."  T;y 
write:  "The  evidence  sh« 
that  the  tort  system  wis 
when  used  and  that  the  rt 
'reforms'  proposed  byn- 
dustry  are  nothing  but  'f- 
forts  to  reduce  corporate 
countability  and  jack  if 
corporate  profits." 

Curiously,  after  exain- 
ing  "tort  deform"  effts 
and  many  systemic  pb- 
lems,  Nader  and  Smith  o- 
pose  a  simple  solution:  ie 
revival  of  professional  <ii- 
cal  standards,  individual 
individual.  To  broaden  perspectives,  jy 
advocate  more  pro  bono  work  by  1th 
law  students  and  big-firm  lawyers,  ut 
the  authors  fail  to  challenge  the  rolof 
judges  and  judicial  procedures  in  str- 
ing the  deck  in  favor  of  corporation 

Still,  No  Contest  adds  balance  tore 
debate,  showing  that  the  system's  fve 
result  from  the  excesses  of  all  siM' 
The  practices  of  coiporate  attorney  n- 
deed  add  to  the  corruption  of  Amem 
justice,  although  plaintiffs'  lawyers  rjst 
share  some  of  the  blame,  too,  for  nk 
ing  litigation  a  national  sport.  Bui 
the  most  part,  the  book  explains  this- 
sues  in  a  clear,  no-finlls  manner — li  a 
good  issue  of  Consumer  Reports. 

BY  CATHERINE  VI 
Yang   covers    legal  issues 
Washington. 


THE  AUTHORS  SAY  CORPORATE  LAWYERS  WORK  Trig 
SYSTEM  TO  HIDE  THEIR  CLIENTS'  WRONGDOING 
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TEPHEN  H.  WILDSTROM 
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r7"hHe  reading  my  E- 
il  mail  the  other  day,  I 
f    found  a  disturbing 
The  anonymous  sender 
d  to   sell   me  child 
^raphy  because  my  E- 
ddress — not  the  one  on 
age — had  "appeared  on 
that  fit  this  category." 
unwelcome  message 
d  junk  E-mail  beyond 
ance.  And  it  brought 
forcefully  just  why 
people  are 
ng  con- 
1  about 
pact  of  the 
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illection  and  distribu- 
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World  Wide  Web  to 
yers   snooping  on 
rs.  And  the  chances 
vernment  curbing 
practices  is  grow- 
i;  the  recent  annual 
ig  of  the  Informa- 
■  Industry  Assn., 
I  J  Trade  Commis-  ™ 
i   Christine  A.  Varney 
i  i  online  businesses  that 
;]   don't  restrict  the  col- 
t  i  of  data,  especially 
a  children,  the  govern- 
a  will. 

1  ;  year,  Representative 
N  d  J.  Markey  (D-Mass.), 
i(  ould  become  chairman 
i\  ey  telecommunications 
bj  nmittee  if  the  Demo- 
I  mn  the  House,  intro- 
C'J  legislation  encouraging 
i  \  1  and  Federal  Commu- 
ns  Commission  to  im- 
egulations  to  protect 
'.  Representative  Bruce 


F.  Vento  (D-Minn.)  went  fur- 
ther with  a  bill  that  would 
have  imposed  restrictions  on 
the  collection  of  personal  data 
on  computer  networks. 

Information  about  current 
and  potential  customers  is 
gold  to  marketers.  Most  mag- 
azines, including  business 
week,  use  questionnaires  to 
learn  as  much  as  they  can 
about  subscribers,  including 
such  things  as  family  income. 
Some  may  even  rent  data  for 


use  in  tightly  targeted  cam- 
paigns. But  the  World  Wide 
Web  is  different.  Site  opera- 
tors can  link  questionnaire 
answers  to  observed  behav- 
ior, compiling  the  names  of, 
say,  high-income  50-year-olds 
with  an  interest  in  fly-fishing. 
And  E-mail  provides  an  in- 
stant path  back  to  the  poten- 
tial customer. 

This  happens  because  when 
you  visit  a  Web  site,  the  log 
files  can  record  what  site  you 
came  from  and  everything 
you  do  while  you're  visiting, 
gathering  a  lot  of  data  about 


your  interests.  If  you've  ever 
given  your  name  or  E-mail 
address  at  the  site — say  to 
take  advantage  of  a  special  of- 
fer— the  Web  site  deposits  a 
special  file  called  a  "cookie" 
on  your  computer.  This  file 
can  connect  your  name  to  any 
future  visits.  There's  no  re- 
quirement that  you  be  noti- 
fied that  this  information  is 
being  gathered,  and  almost  no 
restrictions  on  its  use  or  sale. 

Any  U.  S.  limits  on  such 
"tracking"  are  likely  to  focus 
first  on  children.  Some  sites 
award  points  that  can  be  re- 
deemed for  prizes  by  playing 
mostly  educational  games.  But 
first  the  child  must  supply  per- 
sonal information  such  as  an 
E-mail  address  and  favorite 
activities.  But  in  Europe, 
where  the  European  Union  is 
working  on  a  privacy  policy 
for  the  Web,  even  efforts  to 
collect  information  from  adults 


Washington's 
Worries 

Areas  where  officials  are 
most  likely  to  tighten 
computer  and  Internet 
privacy  protections: 

•  Collection  and  sale 
of  personal  information 
gathered  over  the  Inter- 
net, particularly  from 
children 


that  basis,  Congress  imposed 
strict  but  hard-to-enforce 
curbs  unsolicited  faxes  and 
banned  anonymous  faxes. 

E-mail,  which  isn't  covered 
by  that  law,  is  more  con- 
tentious. When  America  On- 
line Inc.  banned  mass  mail- 
ings, a  mailer  got  a  court  to 
block  the  action.  An  appeals 
court  upheld  AOL,  but  the  law 
is  unsettled. 

DESKTOP  THREAT.  If  you're 
a  corporate  computer  user, 
the  biggest  threat  to  privacy 
may  be  right  on  your  desk- 
top. Software  such  as  Win- 
What  Where  from  WinWhat- 
Where  Corp.  lets  network 
managers  record  every  key- 
stroke and  mouse  click,  every 
program  run,  or  every  Web 
site  visited  from  a  corporate 
computer. 

The  legal  status  of  em- 
ployees' electronic  privacy  is 
unclear.  Employers  can't  se- 
cretly eavesdrop  on  your 
office  phone  conversa- 
tions, hide  video  cameras 
in  rest  rooms,  or  require 
lie  detector  tests.  But  in 
most  states,  they  have 
the  right  to  read  your 
E-mail.  Few  people  are 
aware  of  these  monitor- 
ing programs  yet,  but 
they  could  generate  a 
backlash  like  the  one 
that  led  to  a  ban  on 
most  employee  poly- 
graphs in  the  1980s. 
Industry  self-regula- 


_•_ UnsoMcited_ E:ma!'_ _ _    tion  is  preferable  to  the 


•  Detailed  monitoring 
of  employee  activity 


may  be  restricted.  Given  the 
Internet's  global  nature,  re- 
strictions in  one  region  will 
have  worldwide  impact. 

By  not  registering  or  giv- 
ing your  name  out,  you  can 
reduce  the  distribution  of 
personal  information.  But  if 
you  send  E-mail,  your  ad- 
dress will  get  out  and  gen- 
erate junk  mail.  I  get  a  lot, 
and  most  of  it  is  annoying 
but  harmless  efforts  to  sell 
me  get-rich-quick  schemes. 

Unlike  junk  postal  mail, 
the  recipient  pays  part  of  the 
cost  of  throwaway  E-mail.  On 


heavy  hand  of  govern- 
ment, which  tends  to 
produce  such  overreach- 
ing legislation  as  the  Com- 
munications Decency  Act  of 
1996.  A  U.S.  appeals  court 
ruled  that  law  unconstitu- 
tional, and  it's  on  appeal  to 
the  Supreme  Court.  If  busi- 
ness fails  to  adopt  reasonable 
policies  respecting  online  pri- 
vacy, government  interven- 
tion, and  probably  regulatory 
overkill,  will  surely  follow. 

What  do  you  think?Send 
me  your  thoughts  and  join 
me  for  a  live  conference 
in  the  Globe  on  America  On- 
line at  9  p.m.  est,  Sunday, 
Nov.  3. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Institutions  and  corporations  that  want  to  fully  capitalize  on  opportunities  in 
emerging  markets  come  to  J. P.  Morgan.  They  know  we  deliver  more. 

More  investment  ideas,  because  we're  the  largest  trader  in  the  emerging 
markets.  More  access  to  capital,  because  we're  a  leading  arranger  of  debt  and 
equity  financings.  More  effective  mergers  and  acquisitions,  because  we're  a 
top-ranked  advisor  with  a  unique  command  of  local  markets,  currencies,  and 
financing  techniques.  More  insight  and  understanding,  because  our  research  is 
the  best  in  the  business.  And  more  flexibility,  because  we're  an  acknowledged 
leader  in  risk  management. 

Only  J. P.  Morgan  brings  together  these  areas  of  expertise  to  help  clients  identify 
the  right  opportunities  and  realize  their  fullest  potential. 

That's  why  corporations,  governments,  and  investors  around  the  globe  turn 
to  us.  No  firm  provides  you  with  more  objectivity,  more  opportunities,  or  more 
innovative  solutions  -  in  any  market  in  the  world. 

www.jpmorgan.com 
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Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


DON'T  LOOK  NOW, 

BUT  THE  U.S.  SHIP  IS  SINKING 


DENIAL: 

In  this  race 
without  issues, 
the  pols  are 
avoiding  any 
discussion  of 
the  massive 
entitlements 
that  eventually 
will  wreck 
the  economy 


Paul  Craig  Roberts  is  John  M.  Olm 
Fellow  at  the  Institute  for  Political 
Economy  in  Washington,  D.C.,  and 
Research  Fellow  at  The  Independent 
Institute  in  Oakland,  Calif. 


Some  readers  may  be  amazed  to  hear  me 
acknowledge  that  supply-side  has  a 
downside  after  all.  It  appears  poised  to 
reelect  the  Clintons  despite  the  prediction  of 
Jerome  M.  Zeifman,  a  Democrat  who  was 
chief  counsel  of  the  House  Judiciary  Commit- 
tee's Watergate  impeachment  investigation  of 
President  Richard  Nixon,  that  "there  is  now 
probable  cause  to  consider  our  President  and 
First  Lady  as  felons  who  are  likely  to  be  in- 
dicted after  the  Nov.  5  election."  An  Arkansas 
barnful  of  Whitewater  scandals  and  related 
abuses  of  power  have  proved  to  be  paltry 
stuff  compared  to  a  healthy  economy. 

That  economy  is  healthy  because  it  can 
now  grow  without  inflation.  We  owe  this  suc- 
cess to  voodoo  economics,  which  in  1981  ter- 
minated the  policy  of  relying  on  monetary 
expansion  to  maintain  full  employment.  In- 
stead, the  supply-side  approach  combined  out- 
put incentives  in  the  form  of  lower  marginal 
tax  rates  with  a  noninflationaiy  monetary  pol- 
icy. It  has  worked  for  15  years,  and  despite 
Reagan,  Bush,  and  Clinton  tax  hikes,  there 
has  been  no  return  to  the  Keynesian  policy. 

The  economy's  success  has  given  us  a  Pres- 
idential campaign  without  issues.  With  em- 
ployment high  and  inflation  low,  Dole  can't 
sell  his  tax  cut.  Moreover,  both  candidates 
seem  equally  terrified  of  asking  the  electorate 
to  confront  looming  issues.  For  example,  in 
giving  assurances  that  they  would  not  let  any- 
thing happen  to  Social  Security,  both  played 
the  role  of  King  Canute,  promising,  in  effect, 
to  roll  back  the  demographic  tide  that  spells 
doom  for  the  pay-as-you-go  intergenerational 
transfer  of  income. 

AT  A  DISADVANTAGE.  We  can  get  through  an 
election  without  any  debate  on  economic  issues 
and,  perhaps,  even  through  four  more  years. 
But  issues  are  mounting,  as  the  formerly  so- 
cialist world  becomes  as  capitalistic  as  the 
U.  S.  The  proliferation  of  competitors  and 
competitive  environments  means  that  the  U.  S. 
has  no  choice  but  to  rethink  its  tax  system. 
Far  more  drastic  changes  are  in  the  offing 
than  Reagan-era  reductions  in  marginal  tax 
rates.  It  will  not  be  possible  to  continue  with 
labor  and  capital  as  the  tax  base  for  govern- 
ment spending. 

In  the  emerging  globally  competitive  econ- 
omy, developed  countries  such  as  the  U.  S. 
are  at  a  disadvantage  because  they  have  cre- 
ated massive  entitlements  financed  with  a 
payroll  tax.  In  the  global  economy,  capital, 


technology,  and  entrepreneurial  skills 
ternationally  mobile,  but  labor  is  not 
demise  of  socialism  means  that  it  is  po 
for  capital  and  technology  to  seek  higher 
ings  in  lower-cost  labor  markets.  Not  o 
U.  S.  labor  expensive  but  it  is  burdened 
15.3%  employment  tax,  and  demogra 
combined  with  promised  entitlement 
pushing  this  tax  up. 

Moreover,  a  national  pension  system 
on  income  transfers  provides  no  nationa 
ings  to  finance  investments  that  boost 
productivity.  Social  Security  and  Medical 
U.  S.  labor  at  a  disadvantage  with  a  sti 
ployment  tax  and  then  clobber  it  aga 
preempting  both  savings  and  produc 
growth. 

TRACTOR  OR  SHOVEL?  It  is  in  no  one's 
est  to  finance  retirement  pensions  wi 
employment  tax  instead  of  investment 
ings.  Capital  is  what  gives  labor  its  ea 
power.  Consider  how  much  more  produc 
laborer  is  with  a  shovel  than  with  bare 
or  with  a  tractor  than  with  a  shovel.  Y 
U.  S.  makes  the  mistake  of  financing  pe 
by  taxing  employment — and  reduces  th 
ital  stock  by  taxing  capital. 

The  earnings  of  capital  are  subjectec 
plethora  of  federal,  state,  and  local  taxes 
porate  income  taxes,  personal  income 
capital  gains  taxes,  and  property  taxes, 
preciation  allowances,  determined  by  tax 
are  inadequate,  the  real  value  of  capit 
vestment  may  never  be  recovered 
though  mandatory  accounting  procedure 
duce  a  taxable  profit. 

Policymakers  would  be  hard  put  to  de 
more  antiproductivity  tax  system  tha 
U.  S.  code,  or  one  more  likely  to  mean 
in  world  competition.  American  tax  ] 
economically  absurd.  Its  harmful  conseqi 
would  have  been  recognized  decades  ag 
it  not  been  for  the  massive  capital  destr 
of  World  War  II  and  the  postwar  so 
era  that  protected  the  U.  S.  from  eco 
competition. 

The  U.  S.  can  live  a  little  longer  off  i]  It 
torical  benefice,  but  there  comes  a  pointB 
a  sinking  ship  cannot  be  passed  on  fl 
next  watch.  It  either  gets  repaired  or  it  ■ 
The  next  election  is  likely  to  bring  chaliH 
to  the  atavistic  ideologies  that  imperiB 
cess  in  the  name  of  fairness  and  perpW 
the  myth  that  redistribution  is  the  basjB 
humane  economy. 


22  BUSINESS  WEEK  /  NOVEMBER  11.  1996 


"A  CAPACITY  AND  TASTE 


R  READING  GIVES  ACCESS  TO 


HATEVER  HAS  ALREADY  BEEN 

\  JH 


VS  ALREAD^ 


DISCOVERED  BY  OTHERS:.." 


A.  LINCOLN 


We  make  sure  everything  you  read  from  us 
is  simple  and  clear. 


ihioln  National  Life  Insurance  Co..  Fori  Wayne,  IN  46802 
v  information,  call  I-800-4-L1NCOLN. 


Business  &  The  Interactive 
uture:Just  like  you,  it  is  constantly 
rating  and  re-creating  itself.  It  sees 
very  thing  as  open  for  thought, 
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Dialing^'  All@Once  "Solutions,  and 
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Economic  Trends 


BY  GENE  KORETZ 

SOLVING  THE 
SAVINGS  RIDDLE 

Medical  outlays  explain  low  saving 

It's  a  mystery  that  continues  to  bedev- 
il economists.  Despite  the  availability 
of  tax-favored  savings  plans  and  growing 
doubts  about  the  future  sufficiency  of 
retirement  income,  the  U.  S.  personal- 
savings  rate  has  fallen  from  8%  two 
decades  ago  to  around  4%  today. 

In  a  study  in  the  New  England  Eco- 
nomic Review,  Lynn  Elaine  Browne  and 
Joshua  Gleason  of  the  Federal  Reserve 
Bank  of  Boston  conclude  that  the  main 
cause  of  this  decline  is  not  a  consumption 
binge,  but  Americans'  desire  for  more 
and  better  medical  care. 

The  two  economists  reach  this  con- 
clusion by  assessing  the  ways  in  which 

HOW  CONSUMPTION  CHANGED 
AS  SAVINGS  FELL 

CHANGE  IN  SHARE  OF 
PERSONAL  INCOME  1975-1995 


i 


▲  PERCENT  OF  PERSONAL  INCOME 

DATA:  BUREAU  OF  ECONOMIC  ANALYSIS 

consumption  has  grown  as  savings  has 
declined.  The  picture  is  complicated  by 
the  fact  that  consumer  spending  on 
goods — mainly  food,  clothing,  and  gaso- 
line— is  down  about  twice  as  much  as 
savings  as  a  share  of  personal  income. 
Still,  an  analysis  of  the  rise  in  services 
spending  since  1975  is  revealing  (chart). 

Over  this  period,  outlays  for  housing 
and  transportation  services,  which  are 
basic  necessities,  have  risen  by  1.5%  of 
personal  income,  and  an  added  1.8%  now 
supports  religious,  social  welfare,  educa- 
tional, and  recreational  activities.  Mean- 
while, the  share  going  for  personal-busi- 
ness services — including  bank  and 
brokerage  fees  and  the  imputed  value  of 
financial  services — has  grown  by  a  hefty 
2.1%  of  income.  Such  spending  is  a  special 
kind  of  consumption,  the  authors  note, 
since  it  reflects  costs  attached  to  saving. 

That  leaves  only  the  huge  increase 
in  the  consumption  of  medical  services — 
up  by  5.8%  of  personal  income — as  the 
prime  suspect  in  the  savings  decline. 


And  here  the  researchers  note  that  gov- 
ernment-sponsored health  programs, 
which  currently  absorb  5%  of  income, 
account  for  only  a  small  part  of  the 
drop  in  the  savings  rate.  That's  because 
outlays  for  Medicare  and  Medicaid  are 
counted  as  additions  both  to  consump- 
tion and  to  personal  income.  (If  savings 
are  8%  of  income,  and  both  consumption 
and  income  rise  5%,  the  savings  rate 
will  drop  to  7.6%.) 

By  contrast,  rising  employer-sponsored 
health-care  outlays,  which  are  also  count- 
ed as  personal  income,  represent  a  direct 
shift  in  the  allocation  of  such  income, 
since  they  presumably  replace  wage  and 
salary  hikes.  And  employer  contributions 
for  health  insurance  have  grown  dra- 
matically— from  2%  of  wages  and  salaries 
in  the  mid-1960s  to  5%  in  the  mid-1980s 
to  about  8%  today. 

The  bottom  line  is  that  much  of  the  in- 
come Americans  once  saved  appears  to 
be  going  for  medical  insurance — partly 
government  programs,  but  mainly  em- 
ployer-sponsored plans.  "The  public  de- 
sires both  better  health  care  and  the 
protection  that  insurance  provides,"  says 
Browne.  Future  efforts  to  raise  personal 
saving  will  have  to  confront  that  desire 
and  the  high  costs  of  medical  care  that 
have  made  it  so  intense. 


CLOUDS  OVER  THE 
GLOBAL  ECONOMY 

A  forecasting  system  turns  bearish 

The  consensus  these  days  seems  to 
be  that  U.  S.  economic  growth  will 
slow  moderately  next  year,  staying  close 
to  its  long-range  potential  of  2.5%  or  so. 
But  according  to  economist  Geoffrey  H. 
Moore  of  Economic  Cycle  Research  In- 
stitute Inc.,  the  economic  tea  leaves  look 
more  ominous  than  that. 

Moore  reports  that  ecri's  new  se- 
quential-signaling system  has  given  off  its 
first  sign  of  an  approaching  economic 
slowdown,  which  can  mean  anything 
from  anemic  growth  for  a  few  quarters 
to  a  true  recession.  History  indicates 
that  such  signals— which  rely  on  factors 
such  as  bond  yields,  housing  permits, 
and  the  money  supply — lead  slowdowns 
by  an  average  of  five  months  and  have  a 
two-thirds  chance  of  being  correct 

Meanwhile,  ecri's  international  indi- 
cators imply  Japan's  recovery  has  stalled 
and  that  growth  next  year  there  and  in 
several  European  nations  could  be  quite 
weak.  In  this  context,  says  Moore,  the 
risk  is  that  a  U.S.  growth  recession  in 
1997  might  spark  a  global  slowdown. 


LONGER  LIFE  FORI 
AMERICAN  MEN  | 

But  women's  longevity  has  stall 

Based  on  mortality  data,  demogrih- 
er  Stanley  Kranczer  of  Metrcm- 
tan  Life  Insurance  Co.  estimates  jn 
life  expectancy  for  U.S.  males  hit  a| 
record  last  year  but  failed  to  impw 
for  females — continuing  a  trend  thatnr- 
faced  in  the  1990s.  The  main  devil- 
ment behind  the  trend,  says  Kranczli 
rising  longevity  among  men  65  and  m 
(apparently  from  lower  mortality  m 
cardiovascular  disease).  Since  1990* 
notes,  as  women's  life  expectancy  am 
65  has  remained  unchanged  at  83.9  ji& 
men's  fife  expectancy  has  risen  by  in- 
ly five  months,  to  80.5  years. 


EUROPE  FACES 
FISCAL  DRAG 

How  much  will  deficit  cuts  hurl 


With  most  European  countries  in- 
veiling  their  budgets  for  199'  I 
clear  that  the  race  to  meet  the  fis«rl- 
teria  for  joining  the  European  Moniir; 
Union  will  impose  significant  dracr 
their  economies.  According  to  Mop: 
Guaranty  Trust  Co.,  the  deficit  cutai 
average  about  1.3%  of  Europe's  m 
domestic  product  (chart). 

Unlike  ecri's  Geoffrey  Moore,  m 
ever,  Morgan  economist  David  J.  Mp 
thinks  Europe's  recovery  isn't  in  da|,w 
He  notes  that  a  number  of  pla^, 
deficit-cutting  strategies,  such  as  pr»- 
zation  of  state-owned  enterprises,  wt 
constrain  economic  ^■■■■■■■■■■■j* 
activity.  And  low- 
er interest  rates 
mean  that  debt- 
servicing  outlays 
will  drop. 

The  upshot,  says 
Mackie,  is  that 
true  fiscal  drag  in 
1997  is  likely  to 
amount  to  only 
0.6%  of  gdp.  And 
with  European 
bond  rates  down 
160  basis  points 
over  the  past  year, 
the  lagged  effects 
of  monetary  easing 
should  "far  out- 
weigh" the  impact 
of  next  year's  fis- 
cal drag. 
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A  Mailbox  With  Handpainted  Numbers* 

According  to  our  1996  I  lousing  Survey,  the 
desire  to  own  a  home  has  grown  more 
intense  among  Americans  over  the  past  five 
years.  And  Fannie  AAae  will  help  over 

A  Quiet  Backyard  On  Saturday  Afternoon, 

20  million  families  get  into  a  home  of  their 
own  this  decade  alone.  We're  working  to 
reduce  the  obstacles  to  homeownership.  By 
.  streamlining  the  loan  process,  we're  lowering 

And  A  Sidewalk  That  Connects  Close  Friends* 

the  cost  of  buying  a  home.  And  with  our 
history  ot  helping  to  keep  mortgage  rates  at 
the  lowest  level  possible,  families  will  save 
money  well  into  the  future. To  find  out  more 

This  Is  A  Home*  This  Is  Our  Business* 

about  hinnie  Mae's  proven  track  record 
of  consistent   earnings   and  outstanding 
performance,  call  1-800-548-9444.  Or  you  can 
^SCv        visit  our  home  page  at  www.fanniemae.com. 


FannieMae 
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Right  on  track  for 
the  little  ones:  our 
masterbatches  are 
also  used  by  toy 
manufacturers  such 
as  Playmobil,  and 
are  completely  non- 
toxic. 


ff  of 145000  people  worldwide,  annual  sales  total  $36  billion. 


Everyone  knows  that  kids' 
hearts  jump  for  joy  at  the  sight 
of  brightly  colored  toys.  But 
who  would  have  thought  our 
masterbatches  and  pigments, 
used  in  dyeing  plastics,  are  also 
in  on  the  game  -  except  our 
customers  who  use  them  with 
brilliant  results? 

Pigments  and  masterbatches 
for  customized 
coloration  of  plastics. 

Thanks  to  our  masterbatches, 
using  color  pigments  is  child's 
play.  They  provide  the  key  to  vir- 
tually every  shade  of  color  you 
could  wish  for,  colors  that  stay 
bold  and  bright  for  years. 

You'll  also  find  us  in  a  host  of 
other  plastic  products,  helping 
to  add  a  dash  of  color  to  life. 

Hoechst  Celanese  Corp. 
P.O.  Box  2500 
Somerville,  NJ  08876-1258 

Internet: 
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DECISIONS  ARE  TOUGHER. 


TIME  IS  CRITICAL 


RESOURCES  ARE  LEANER. 

AND  THE  BUCK  STOPS  WITH  YOU 


.HYPE  JUST  WON'T  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  busines; 
interactively... and  gain  control  of  informa 
tion  to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  ever 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business- 
from  branch  profitability  to  product  cost1 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-us 
solution.  It's  all  yours  from  one  vendor: 
SAS  institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organization 
worldwide. .  .including  the  Fortune  100. 


919.677.8200    Fax  919.677.4444  www.sas.com/vision/ 


For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 
at  bw@sas.sas.com 
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4LL  STREET  IS  CHEERING 
ORE  THAN  JUST  THE  YANKEES 

i  economy  should  snap  back-without  triggering  inflation 

down  from  0.8%  increases  in  both  the  first  and  second 
quarters.  The  eci  is  up  2.8%  from  a  year  ago,  showing 
no  acceleration  from  the  yearly  pace  recorded  in  each  of 
the  previous  four  quarters. 

The  third-quarter  surprise  was  the  cooling  off  in 
wages  and  salaries,  which  grew  only  0.6%,  the  slowest 
quarterly  pace  in  four  years.  During  the  third  quarter, 
the  measure  of  hourly  earnings  contained  in  the  Labor 
Dept.'s  monthly  employment  report  had  yielded 
sharply  faster  growth  compared  with  the  eci,  raising 
inflation  worries. 

However,  the  eci  for  wages  is  considered  to  be  the 
better  measure  of  wage  growth.  Its  coverage  is  broad- 
er, and  unlike  the  monthly  gauge,  it  is  adjusted  for 
overtime  and  the  changing  mix  of  jobs  and  pay  levels. 
It's  also  the  wage  measure  preferred  by  Federal  Re- 
serve Chairman  Alan  Greenspan. 


The  New  York  Yankees  may 
not  be  the  fourth  quarter's 
lomeback  story.  The  economy  also  seems  poised  to 
nd  after  a  sluggish  third-quarter  showing,  though 
>  strongly  as  to  breed  inflation  worries,  especially 
labor  costs  remain  in  check, 
i  5.  growth  fell  to  an  annual  rate  of  2.2%  last  quar- 
1  icording  to  the  Commerce  Dept.'s  initial  take  on 
|  toss  domestic  product.  That  pace  is  down  from 
;  in  the  second  quarter  and  3.3%  in  the  first  half. 
1 ,11  demand  weakened  substantially,  while  invento- 
|  rew  by  the  largest  amount  in  5lA  years,  accounting 
i  nost  all  of  the  gain  (chart). 

For  the  fourth  quarter,  just 
the  opposite  trend  is  shaping 
up.  Demand  is  set  to  pick  up, 


ENTORIES  FUELED 
)  QUARTER  GROWTH 


r 


INVENTORIES 


)NS  OF  1992  DOLLARS 
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rRiBUTioNSTOGppGRovvTH  g[ven  continued  strength  in 
the  labor  markets  and  confi- 
dent consumers.  But  because 
of  the  summer  lull  in  consumer 
spending,  some  of  the  third- 
quarter  buildup  in  stock  lev- 
els appears  to  have  been  un- 
planned, so  inventory  growth 
this  quarter  is  likely  to  slow. 
*j  a  result,  fourth-quarter  gdp  growth  may  not  be 
I  faster  than  the  third  quarter's  pace,  but  the  im- 
ij  I  mix  of  demand  and  inventories  will  enhance 
i  :onomy's  prospects  for  early  1997.  Meanwhile, 
M  on  the  latest  evidence,  moderate  growth  in  labor 
I  will  hold  down  inflation  and  keep  pressure  off 
I  ideral  Reserve  to  hike  short-term  interest  rates. 
H  i  best-of-all-worlds  scenario  has  been  even  more 
d  g  to  Wall  Street  than  the  Yankees'  ticker-tape  pa- 
It  specially  to  the  bond  market.  As  the  confetti  bliz- 
tj  2ll  outside  on  Oct.  29,  traders  sent  the  yield  on 
!  mchmark  30-year  Treasury  bond  tumbling  to 
ffl  from  6.83%  the  day  before.  It  was  the  most 
*|  ful  one-day  rally  since  June,  1995,  taking  long- 
r;  nterest  rates  to  their  lowest  levels  in  almost 
Nj  months.  Blue-chip  stocks  followed  bonds  higher, 
tij  ?h  smaller  issues  fell. 

i  REALLY  TURNED  WALL  STREET  ON  was  a 

1  singly  modest  increase  in  third-quarter  labor 
it  Ihe  employment  cost  index,  a  measure  of  hourly 
n  nsation  costs  for  wages,  salaries,  and  benefits, 
if1  nly  0.6%  for  all  civilian  workers  last  quarter, 


NEVERTHELESS,  THE  YEARLY  TRENDS  in  both 

wage  measures  are  creeping  up.  The  third-quarter 
eci  for  wages  rose  3.2%  from  a  year  ago,  up  from  a 
2.8%  annual  pace  in  last  year's  third  quarter.  In  par- 
ticular, wage  growth  for  white-collar  workers  has 
picked  up  significantly  to  the  fastest  pace  in  4lA  years, 
while  pay  growth  for  blue-collar  employees  has  been 
about  flat  (chart). 

That  pattern  may  confirm  the  anecdotal  reports  of 
shortages  of  some  high-skill  positions.  Indeed,  the  Fed's 
own  Beige  Book  report  on  regional  economic  condi- 
tions, released  on  Oct.  30,  said  that  "indications  of  up- 
ward pressure  on  wages  continue  to  spread"  across  a 
growing  number  of  regions  and  skill  levels. 

The  offset  to  this  upward 
crawl  in  wages  continues  to 
be  benefits.  Employer  payouts 
for  perks  such  as  insurance 
premiums,  lump-sum  bonuses, 
and  retirement  programs,  not 
to  mention  Social  Security, 
workers'  compensation,  and 
other  mandatory  benefits  also 
rose  0.6%  in  the  third  quar- 
ter, and  they  are  up  only  1.8% 
from  a  year  ago.  Five  years 
ago,  benefit  costs  were  rising  6%  per  year. 

Companies  are  using  an  increasing  number  of  tem- 
porary workers  as  a  way  of  avoiding  benefit  costs. 
And  after  having  squeezed  health-care  costs  to  the 
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bone,  the  emerging  area  for  cost  control  may  be  work- 
ers' compensation,  as  suggested  by  efforts  this  year  to 
overhaul  workers'  comp  rules  in  Florida,  California, 
and  New  Jersey. 

EVEN  AS  THE  MODERATE  PACE  of  labor  costs  eases 
inflation  worries,  the  economy  continues  to  chug  along. 
Although  third-quarter  final  sales  grew  at  an  annual 
rate  of  only  0.3%,  the  weakest  showing  in  3%  years,  de- 
mand seems  likely  to  rebound  this  quarter.  That's  es- 
pecially true  for  consumer  spending  and  foreign  de- 
mand, the  two  biggest  drags  on  third-quarter  gdp. 

The  net-export  deficit  widened  sharply  last  quarter, 
to  the  biggest  gap  in  nearly  nine  years.  That  alone 
subtracted  a  full  percentage  point  from  gdp  growth.  Ex- 
ports barely  grew  last  quarter,  but  pickups  in  Europe, 
Latin  America,  and  continued  strength  in  East  Asia  will 
eventually  lift  foreign  demand. 

Also,  consumer  spending  seems  poised  to  snap  back 
after  its  disappointing  rise  last  quarter  of  only  0.4%. 
Looking  ahead,  the  trend  in  jobless  claims  suggests 
firm  labor  markets,  and  real  income  grew  at  a  solid 
4.9%  annual  rate  last  quarter.  Consumer  confidence, 
while  down  in  October,  remains  high.  The  Conference 
Board's  index  dipped  to  106.2  last  month,  from  111.8  in 
September  and  112  in  August,  which  was  the  highest 
reading  since  late  1989.  Still,  the  October  reading  was 
above  the  average  for  the  previous  year. 


Other  signs  of  consumers'  resilience:  September  als 
of  new  single-family  homes  stood  at  an  annual  ree  < 
816,000,  barely  below  the  10-year  high  of  82  0( 
reached  in  August.  And  according  to  an  annual  sive 
by  Deloitte  &  Touche  llp,  consumers  plan  to  ser 
12%  more  on  holiday  shopping  this  year  than  last  e 
the  strongest  survey  result  since  1992. 

Demand  in  the  manufactur- 
ing sector  is  holding  up  par-     OCTOBER  OPTIMISM  1 1 
ticularly  well,  even  amid  the       BUT  REMAINS  Hit 
$39.6  billion  surge  in  third- 
quarter  inventories.  Factory 
orders  for  durable  goods  re- 
bounded in  September,  and  or- 
ders in  the  third  quarter  rose 
faster  than  they  did  in  the  sec- 
ond. Even  excluding  aircraft, 
bookings  for  nondefense  capital    A INDEX  1935=100 
goods  also  rose  strongly  last 
quarter.  That  suggests  that  capital  spending  on  eni: 
ment,  which  advanced  at  a  sturdy  18.9%  annual  ratk. 
quarter,  remained  firm  heading  into  the  fourth  qm.. 

Because  of  the  third-quarter  inventory'  buildupec 
nomic  growth  this  quarter  may  not  look  like  a  % 
Series  champion.  But  if  the  combination  of  mod's, 
growth  and  low  inflation  keeps  the  Federal  Resen  eo 
of  the  ball  game,  then  the  celebrating  on  Wall  Sesst 
may  just  continue  for  a  while. 


DATA:  CONFERENCE  BOARD 


JAPAN 


WILL  A  WOBBLY  RECOVERY  COLLAPSE? 

Japan's  recovery  is  slow  and        eign  trade  is  also  improving,  as  ex- 
vulnerable — and  could  look         ports  have  been  helped  by  the 
like  a  recession  when  third-quar-     weaker  yen,  which  hit  a  3^-year 
ter  real  gross  domestic  product  is    low  of  114  yen  to  the  U.  S.  dollar 
reported.  in  late  October. 

Real  gdp  jumped  by  a' 12.2%  an-       Consumers,  though,  remain  a 
nual  rate  in  the  first  drag.  Their  spending 

quarter,  then  fell  2.9%  INDUSTRY  IS  likely  rebounded  in 

in  the  second.  Another  COMING  BACK  August  and  Septem- 

drop  is  likely  in  the  ber  after  July's 

third,  partly  because   mfck   plunge.  But  the  funda- 

the  summer's  food-  I   ^^^^^      mentals  are  weak:  The 

poisoning  incident  o  third-quarter  con- 

wrecked  July  household      y   Japanese  mousTRiAL        sumer  sentiment  index 
outlays.  Back-to-back       ALlMii"1vTii'li"iv"Tii~m      ^  to  43-6  from  44.1 
gdp  declines  would  in  the  second.  The  job- 

,     .     „  a    t  ▲  PERCENT  CHANGE  FROM  A  YEAR  AGO  ,  n  ntu  • 

techmcally  put  Japan  i»ta-  ministry  of  international        less  rate— 3.3%  m 

back  in  recession.  trade  and  industry,  business  week      September— has  been 

Recent  data,  however,  do  show  above  3%  for  VA  years.  And  wage 

some  strength,  though  it  is  nar-  growth  is  sluggish.  The  good  news: 

rowly  based.  Industrial  production  Factory  jobs  rose  in  September 

is  rebounding  (chart).  Output  rose  for  the  first  time  in  21/.  years. 
1%  in  September,  with  capital  Private  economists  expect  that 

goods  doing  particularly  weD.  For-  Japan's  real  gdp  will  likely  grow 


3.7%  this  year  but  just  1.5%  in 
1997.  Next  year's  drag  will  con 
mostly  from  a  planned  hike  in  if 
consumption  tax.  The  Liberal 
Democratic  Party  government,  3 
elected  on  Oct.  20,  is  expected  • 
offer  a  public- works  package,  b; 
the  plan's  boost  to  gdp  will  be 
small .  And  the  ldp  is  unlikely 
pursue  structural  reforms  or 
deregulation  plans. 

Amid  the  soft  outlook,  the  Ei 
of  Japan  is  committed  to  low 
terest  rates.  After  all,  inflatior 
not  a  problem:  In  October,  cor 
sumer  prices  in  Tokyo  fell  0.1*; 
from  a  year  ago.  and  corporat 
prices  in  September  were  do\ 
0.8%.  The  boj's  own  quart erh 
survey  says  consumer  and  bi 
ness  spending  are  set  to  impr 
Still,  Japan's  momentum  must 
spread  to  more  sectors  before 
rate  hikes  look  likely. 
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PENTIUM  '  PROCESSOR 

How's  this  for  computing 
brawn?  133MHz  processing 
power  and  lightning-quick 
PCI  architecture. 
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i  can  stay  in  touch  with  the 
irld  quickly  and  efficiently. 
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800x600  RESOLUTION 

Considering  its  small  size, 
the  Portege  has  a  large 
11.3"  screen  with  brilliant 
active-matrix  color. 


POWERFUL  DOCKING 
Combine  the  Portege  with  the 
optional  Desk  Station  V  Plus. 
You'll  get  stereo  speakers,  hot 
docking  and  SelectBay"  with 
optional  6X  CD-ROM. 


BIGGER  KEYBOARD 
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STRODUCING  THE  POWERFUL  NEW  PORTEGE! 

ir  smaller  than  a  standard  notebook,  the  new  Portege  offers  exceptional  performance 
id  power.  The  Portege  features  a  blazing  1 33MHz  Pentium"  processor  with  ° 


-1B 


21  architecture,  a  gigantic  1.3  billion  byte  hard  drive  and  up  to  80MB  of 
st  EDO  memory.  You'll  also  find  full-motion  video  and  stereo  sound  to  window"^ 
give  your  multimedia  presentations  a  lot  more  punch.  It's  the  best 
yet  from  Toshiba's  award-winning  Portege  line.  Pound  for  pound, 
no  other  notebook  can  touch  it.  For  more  information,  visit  the 
Toshiba  website  at  http://computers.toshiba.com,  or  for  a  dealer 
near  you,  call  1-800-457-7777. 
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•  HiQVideo'  PCI  graphics  controller 

•  16-bit  Sound  Blaster*  Pro 
compatible  audio  system 
with  speaker  and  microphone 

•  Lithium  Ion  battery 
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Type  III  16-bitPC  Cards.  ZV 
Cards  or  32-bit  CardBus  Cards 
4  8  lbs 

Optional  Desk  Station  V  Plus 
PCI  architecture,  SelectBay" 
PCI/ISA  and  PC  Card  slots 
Optional  NoteDock"  II 
Enhanced  Port  Replicator 
Windows'  95  or  Windows 
for  Workgroups  included 
3-year  limited  warranty 
Toll-tree  technical  support  - 
7  days  a  week,  24  hours  a  day 
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ESSAY 


THE  MYTH  OF  THE 
LIBERAL  MEDIA 

The  evidence  does  not  support  Dole's  charge  of  political  be 


Recrimination  is  sure  to  follow  what  now  appears  likely 
to  be  a  major  Republican  defeat  in  the  November 
election.  The  messenger,  once  again,  not  the  message, 
is  being  set  up  to  take  the  blame.  The  charge  already 
is  a  political  cliche:  The  media  have  a  liberal  political  bias 
that  taints  the  news,  distorts  the  gop's  message  to  the  voting 
public,  and  ultimately  hurts  Republican  candidates.  In  short, 
the  press  is  partisan  and  unfair. 

Bob  Dole  is  the  latest  to  employ  the  strategy.  In  recent 
campaign  stops,  Dole  has  energetically  blasted  the  media's 
"liberal  bias."  His  rallying  cry:  "We  are  not  going  to  let  the 
media  steal  this  election.  The  country  belongs  to  the  people, 
not  The  New  York  Times." 

Most  journalists  are  quick  to  deny  the  accusation  of  bias — 
perhaps  too  quick.  It  is  disingenuous  for  a  profession  that 
makes  a  living  examining  America's  institutions — warts 
and  all — to  automatically  deny  that  its  own  is  de- 
void of  blinders  or  biases.  Plus,  polls  show 
the  media  suffer  from  a  crisis  of  credibili- 
ty. Americans  hold  journalists  in  the 
same  low  esteem  as  the  pols — just 
above  tax  collectors.  Something  is 
clearly  wrong.  But  is  it  because  jour- 
nalism has  a  liberal  political  bias? 
NO  CORRELATION.  The  answer  is  no. 
Let's  look  at  the  charges.  In  criticiz- 
ing the  press,  politicians  often  point 
to  a  poll  released  in  April,  1996,  by 
the  Freedom  Forum  Media  Studies 
Center  and  the  Roper  Center  for 
Opinion  Research  Inc.  showing  that 
89%  of  journalists  voted  for  Bill  Clin- 
ton in  1992,  in  an  election  that  gave 
him  only  43%  of  the  popular  vote. 
House  Majority  Leader  Newt  Gin- 
grich, a  frequent  media  critic,  re- 
cently said  that  "[Reporters  vot- 
ed] \2'A  to  1  for  Clinton  over 
George  Bush  [in  1992]  in  a 
country  which  is  59%  or 
60%  conservative."  His 
conclusion: 
that  stories 
from  these 
reporters 

therefore  are  biased. 

Not  so.  First,  that 
poll  had  a  universe 


of  just  139  Washington  journalists.  There  are  thousand!)* 
professional  reporters  and  editors  in  the  U.  S.  Who  kncs  I 
how  they  vote?  Second,  there  is  no  demonstrable  correaoi 
between  personal  voting  and  political  coverage.  Report  s 
and  their  editors,  after  all,  are  trained  to  bring  fairnessm. 
balance  to  news  stories.  "How  journalists  vote  isn't  imp 
tant,"  says  Kathleen  Hall  Jamieson,  dean  of  the  AnnenH 
School  for  Communication  at  the  University  of  Pennsylpcs 
"It's  what  you  see  in  print  that  counts." 

Or  what  you  see  on  TV.  And  content  analysis  of  tele\p| 
coverage  of  Clinton's  first  18  months  in  office,  by  the  Ci§B 
for  Media  &  Public  Affairs,  shows  that  the  Administrate  i 
was  hammered  by  the  "liberal"  TV  media  the  moment  (B- : 
ton  walked  through  the  White  House  door.  Some  62%  t 
all  major  broadcast  news  stories  were  negative.  In 
other  words,  that  same  group  of  journal- 
ists who  supposedly  had  voted  for 
Clinton  actively  took  him  to  jfl 
task  for  Travelgate,  health-  n*^' 
care  reform.  Whitewater, 
and  the  like.  By  con- 
trast, President 


ELECTION 


Bush  enjoyed  fairly  balanced  coverage  durinhi 
first  year-and-a-half  in  office,  with  only  51%  o:ie' 
work  stories  containing  negative  evaluation; 
On  the  print  side,  it  is  The  New  York  \\ 
Times,  which  Dole  so  aggressively  acei?s 
of  bias,  that  broke  the  Whitewater  sc 
and  the  stoiy  of  Hillary  Rodham  Clupj 
financial  windfall  in  commodities  trant 
The  Washington  Post  frequently  cii- 
cizes  Clinton,  hitting  him  especial! 
hard  on  ethics  and  demagoguery  3 
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ig  Medicare.  It's  the  Los  Angeles  Times  that  unearthed 
idonesian  campaign-donations  scandal,  a  story  Dole  has 
nobody  seems  to  care  [about]  in  the  media."  The 
t  newspaper  in  the  U.  S.,  The  Wall  Street  Journal,  may 
fie  nation's  most  conservative  editorial  page  and  Dole 
on  the  endorsement  of  a  solid  majority  of  newspapers 
ill,  says  a  recent  survey  by  Editor  &  Publisher. 
tics  complaining  of  a  liberal  political  bias  in  the  press 
liently  forget  that  the  "media"  is  not  monolithic.  There 
nply  too  many  outlets  beyond  network  TV,  national 
apers,  and  magazines — from  talk  radio  to  online  maga- 
;o  C-Span — to  support  any  gross  generalizations.  "I 
like  conservatives  to  use  the  issue  of  liberal  bias  as  an 
>,"  says  William  Kristol,  editor  and  publisher  of  the 
vative  Weekly  Standard,  which  has  presented  some  of 


6  4  We  are  not  going 
to  let  the  media  steal 
this  election.  The 
country  belongs  to 
the  people,  not 
The  New  York 
Times  ^  ^ 


i  ist  cogent  and  damning  criticism  of  Gingrich's  leader- 
R  id  Dole's  Presidential  race. 

1 1  A  political  bias,  what  does  drive  media  coverage?  Re- 
l|  3  and  editors  who  view  politics  as  sport,  who  see  the 
■  'ace  as  the  defining  event.  There  is  too  often  an  obses- 
n  ith  personality  over  policy,  process  over  product,  pre- 
II  over  explanation.  It  is  simply  easier  for  national  polit- 
1  wrters  to  cover  the  battles  among  powerful  people  in 
I  lgton,  rather  than  the  details  of  complex  legislation. 
i(  Hillary  Clinton  was  trying  to  sell  her  health-care  plan, 
1 !  :ance,  media  coverage  quickly  shifted  from  health  is- 


sues to  Beltway  politics.  The  Center  for  Media  &  Public  Af- 
fairs, in  conjunction  with  the  Columbia  Journalism  Review 
and  the  Kaiser  Family  Foundation,  found  in  a  study  of  the 
press  that  "the  politics  of  reform  dominated  the  coverage, 
while  stories  about  the  potential  impact  on  individuals  and 
their  families  got  ever-decreasing  attention." 

Similarly,  when  Republican  Steve  Forbes  was  trying  to 
sell  his  flat-tax  proposal  during  the  Republican  primaries, 
coverage  often  focused  on  how  much  the  plan  would  save  the 
wealthy  candidate — not  whether  a  flat  tax  would  be  good  for 
America.  "Political  reporters  didn't  understand  economics, 
and  they  didn't  want  to  try,"  says  Gretchen  Morgenson,  his 
former  press  secretary  and  an  editor  at  Forbes  magazine. 
"Their  arrogance  was  amazing.  TV  was  the  worst." 

Much  of  the  conservative  criticism  of  the  press  does  come 

down  to  criticism  of  TV.  Televi- 
sion emphasizes  drama  and  en- 
tertainment, and  conflict  satis- 
fies that  need  far  better  than 
exposition  and  explanation.  "TV 
has  even  less  time  for  detail 
and  substance  than  print,  " 
says  Howard  Kurtz,  media 
critic  for  The  Washington  Post. 
"It  has  a  bias  toward  stories 
with  heroes  and  villains."  Of 
course,  many  journalists  argue 
that's  what  the  audience  wants. 

If  political  partisanship  isn't 
a  problem  in  media  coverage, 
class  and  cultural  biases  proba- 
bly are.  "On  social  issues,  jour- 
nalists tend  to  be  to  the  left  of 
the  general  population  and  of- 
ten don't  realize  they  may  be 
giving  short  shrift  to  certain 
issues,"  says  Kurtz.  "But  it 
isn't  done  out  of  any  great  love 
for  the  Democratic  Party." 

It  may  be  that  reporters 
and  editors  bring  to  then*  jobs 
a  white-collar  cultural  bias  rather  than  a  liberal  or  conserva- 
tive political  perspective.  College-educated  journalists  living 
in  big  cities  are  more  likely  to  know  people  who  are  gay 
than  those  who  are  religious  conservatives.  They  are  apt  to 
talk  with  white-collar  corporate  managers  or  entrepreneurs 
but  not  with  blue-collar  unionized  workers.  They  tend  to 
have  two-career  marriages  and  are  pro-choice  on  abortion. 
BLUE-COLLAR  JOBS.  It  is  not  unreasonable  to  believe  that 
these  life  experiences  can  lead  to  greater  coverage  of  pro- 
choice  rallies  than  anti-abortion  marches,  or  that  then1  analy- 
ses of  the  North  American  Free  Trade  Agreement  focus 
more  on  the  economic  benefits  of  free  trade  than  on  blue-col- 
lar job  loss.  But  support  of  nafta  is  hardly  a  "liberal"  politi- 
cal issue.  Dole  and  Gingrich  endorsed  the  pact.  And  New 
Jersey  Republican  Governor  Christine  Todd  Whitman  is  pro- 
choice  on  abortion — along  with  millions  of  Republicans. 

Media-baiting  has  a  long  history  in  America.  But  the  cari- 
cature of  journalists  as  liberal  political  partisans  is  untrue. 
What  is  accurate,  however,  is  that  the  press  often  fails  to 
cover  what's  important  to  the  American  people.  Journalism — 
TV  and  print— shouldn't  just  be  about  picking  winners  and 
losers.  It  shouldn't  give  short  shrift  to  working-class  and  reli- 
gious issues.  It  should  examine  in  a  fair  and  balanced  way 
the  news  and  issues  of  the  day  that  affect  peoples'  lives. 

By  Bruce  Nussbaum  in  New  York 
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INVESTIGATIONS 


FRANTICALLY  DUCKING 
DONORGATE 

But  new  charges  could  haunt  Clinton  well  beyond  Nov.  5 


Just  days  before  a  Presidential  elec- 
tion, a  national  political  party  balks 
at  disclosing  campaign  contributions. 
A  top  apparatchik  goes  into  hiding  to 
evade  a  subpoena.  And  a  senior  Presi- 
dential aide  admits  the  White  House  is 
coordinating  a  nan-out -t  he- 
clock  legal  strategy. 

Sounds  like  Watergate. 
But  this  time,  it's  the  Clinton  White 
House  that's  stonewalling.  At  issue:  ques- 
tions about  soliciting  funds  from  over- 
seas interests  and  possible  misuse  of 
trade  missions  for  fund-raising  purposes. 
Republicans  and  even  some  worried 
Democrats  are  crying  foul.  Indeed,  doc- 
uments provided  to  business  week  and 
other  news  organizations  lend  support 
to  charges  that  a  cadre  of  Democratic 
operatives  may  have  used  trade-  and  ex- 
port-promotion efforts  as  fund-raising 
vehicles  while  the  late  Ronald  H.  Brown 
was  Commerce  Secretary. 
DAMAGE  CONTROL.  Clintonites  already 
have  a  postelection  plan  to  control  the 
damage  from  the  scandal,  advisers  say. 
Clinton  will  order  an  audit  of  dnc 
records,  which  aides  think  may  establish 
that  up  to  $3  million  more  in  foreign 
funds  will  have  to  be  returned  to  donors. 
The  President  will  also  order  a  house- 
cleaning  of  the  dnc's  top  ranks.  Plus, 
he  is  expected  to  deliver  a 
speech  in  Santa  Barbara, 
Calif.,  on  Nov.  1,  endorsing 
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limits  on  "soft  money"  donations  and 
possibly  new  prohibitions  on  accepting 
money  from  foreign  sources,  including 
people  who  are  legal  residents  of  the 
U.  S.  but  not  citizens. 

But  the  affair  isn't  likely  to  go  away. 

Already,  10  congressional 
panels  are  investigating 
Donorgate.  And  the  Jus- 
tice Dept.  may  be  forced  to  name  an 
independent  counsel.  Even  some  De- 
mocrats are  distraught.  "All  this  for- 
eign money  flying  around — it's  the 
damnedest  thing  Pve  ever  seen,"  says 
one  top  adviser.  "You  throw  in  the  kind 
of  money  being  spent  on  this  election, 
and  the  whole  thing  is  a  recipe  for 
disaster." 

At  the  center  of  Donorgate  is  ex-Com- 
merce aide  John  Huang,  a  U.S.  citizen 
born  in  China  and  educated  in  Taiwan. 
Huang,  46,  raised  nearly  $5  million  for 
the  dnc — part  of  it  possibly  illegal  be- 
cause of  its  foreign  origin.  Some  of  the 
money  has  already  been  returned  to 
donors.  Huang  previously  had  worked 
for  an  Indonesian  company,  the  Lip- 
po  Group,  which  %  gave  nearly  $1 
million  to  Clin-  ton's  reelection 
effort  through  employees  and 
family  members.  For  two  weeks, 
he  eluded  fed-  eral  marshals 


trying  to  serve  him  with  a  subpina 
civil  lawsuit. 

In  concert  with  his  better-kwws 
forts  to  drum  up  contracts  ab)ad 
U.  S.  companies,  Brown  ran  a  ihai 
Commerce  Dept.,"  of  which  Hunt;  i 
a  member,  says  a  former  Adrm-i 
tion  official.  The  group  include<Hiq 
and  other  Brown  proteges  frorraisi 
mer  post  as  dnc  chairman.  T 
some  involvement  in  policymal 
mainly  maintained  close  ties  tj  pa 
cal  movers,  shakers,  and  copoi 
donors. 

At  Commerce,  officially  a|  lei 
Huang  was  a  midlevel  bureauci 
ing  with  international  economt  pi 
and  the  point  man  on  Taiwar>is?( 
Unofficially,  he  acted  as  a  liain 
the  Asian-American  business  ccnrei 
ty,  regularly  attending  lunches  hii 
ners  with  prominent  Asians.  rit  i 
ministration  has  sought  to  o; 
Huang  as  a  bureaucrat  who  sigeiii 
pers  and  planned  budgets,  bu 
of  his  appointment  books,  tespli 
logs,  and  correspondence  show  Itla 
idence  that  he  was  an  administ 

The  documents  also  show  thaHtf 
participated  in  matters  that  coid  i 
presented  conflicts  of  interest  Ir: 
first  two  weeks  at  Commercefhfc 
tended  two  meetings  of  an  Int 
working  group  even  though  hfpn 
ously  had  been  intimately  invn 
Indonesian  issues  through  tht  La 
Group.  He  later  attended  at  lest  I 
more  government  meetings  on  nrit 
sia.  Huang  also  kept  in  touch  wh  \ 
po  Bank  officials,  who  were  the  tx 
probed  by  the  Federal  Deposrlre 
ance  Corp.  for  Bank  Secrecy  A.  vx 
tions.  The  bank  evatui 
was  cited  for  violatir  in 
ey-laundering  rules. 


FOR  SALE 

STONEWALL  INCLUDED 
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id  Huang  kept  in  close  contact 
a  group  of  Arkansans,  including 
•r  White  House  aide  Mark  E.  Mid- 
n  and  Clinton  golfing  buddy  and 
)  consultant  Mark  Grobmyer,  both 
iom  were  seeking  business  deals  in 
lesia.  Huang,  Middleton,  and  fel- 
Irkansan  James  C.  Wood,  appear 
ve  functioned  as  a  kind  of  fund- 
g  tag-team  in  Taiwan,  soliciting 
y  from  companies,  politicians, 
eligious  groups.  Wood,  chairman 
i  American  Institute  in  Taiwan, 
is  unofficial  U.  S.  liaison  to  Taipei. 
July  31,  1995,  Middleton  visited 
ang-kang,  then  a  presidential  can- 
!  in  Taiwan,  and  offered  to  arrange 
ngs  with  Clinton  or  other  top  U.  S. 
;ians.  A  spokesman  for  Lin  says 
eton  did  not  specifically  ask  for 
y  but  made  it  clear  his  visit  to 
n  was  to  solicit  donations  for  Clin- 
campaign.  Separately,  a  Hong 
magazine  has  reported  that  an  of- 
of  Taiwan  President  Lee  Teng- 
ruling  Kuomintang  Party  offered 
eton  a  $15  million  donation  to 
Clinton  for  granting  Lee  a  U.  S. 
'or  his  controversial  June,  1995, 
Such  a  donation  would  violate  fed- 
ij  .ws  barring  contributions  from  for- 
ationals.  There  is  no  evidence  that 
uch  donation  was  ever  made  to 
linton  campaign,  and  party  offi- 
leny  making  the  offer, 
uments  also  show  that  Huang  met 
vvan  with  top  government  officials 
uary,  1995,  to  lobby  on  behalf  of 
ej  nghouse  Electric  Corp.'s  bid  to 
a]  a  $6  billion  nuclear  power  plant 
|  Weeks  later,  Westinghouse  forked 
115,000  to  the  dnc.  Westinghouse 
lally  won  the  bid.  A  spokesman 
lowever,  that  the  decision  to  make 
ft  was  made  earlier  and  had  "no 
:tion  to  the  trade  mission." 
.  tRPRETED.  Huang  refuses  to  com- 
I  but  a  Commerce  Dept.  spokes- 
i  denies  that  any  of  his  or  Brown's 
trips    involved  fund-raising, 
gh  a  spokesman,  Liu  denies  that 
I  Middleton  ever  discussed  money. 
;ton  and  Grobmyer  did  not  return 
calls.  Wood  has  denied  soliciting 
in  Taiwan  but  has  admitted  that 
ffi  he  made  last  May  about  Taiwan 
a  debt  to  Clinton  could  have  been 
Jrpreted.  Clinton  sent  two  aircraft 
■J  •s  to  patrol  waters  off  Taiwan  last 
'  while  China  was  conducting  mil- 
I|  sxercises  meant  to  bully  Taipei, 
this  spells  big  trouble  for  Clin- 
ipecially  if  the  GOP  retains  con- 
'  Congress.  It  may  not  spoil  Bill 
i's  reelection,  but  just  may  help 
lis  second  term  a  legal  nightmare. 
Paula  Dwyer  and  Amy  Borrus, 
lary  Beth  Regan  in  Washington 
inathan  Moore  in  Taipei 


FUND-RAISING 

ELEVENTH-HOUR 
MONEY  GRAB 

With  Congress  at  stake, 
business  is  being  squeezed 

Veteran  American  Trucking  Assn. 
lobbyist  Timothy  P.  Lynch  thought 
he  had  the  rhythms  of  political  fund- 
raising  down  pat:  Up  until  September, 
congressional  candidates  and  the  two 
parties  would  hit  up  corporate  political- 
action  committees  like  his 
for  the  maximum  $5,000 
contribution — and  then  dis- 
appear to  mount  their  final  media  blitz. 

But  during  Campaign  '96,  Lynch  is 
finding  the  money  chase  has  taken  on  a 
frenetic  new  beat.  Just  days  before  the 
election,  he  was  getting  up  to  two  dozen 
calls  a  day  from  both  Republicans  and 
Democrats — mostly  for  "soft-dollar"  do- 
nations that  are  subject  to  few  restric- 
tions. A  GOP  fund-raiser  asked  for 
$100,000.  "After  I  stopped  laughing,  I 
realized  the  guy  was  dead  serious,"  says 
Lynch,  who  refused  the  request. 
"GET  ON  BOARD."  With  the  race  to  con- 
trol Congress  coming  down  to  a  photo 
finish,  both  parties  are  asking  Corpo- 
rate America  to  open  its  checkbook  one 
more  time — and  with  success.  As  of  mid- 
October,  the  two  parties  have  exploited 
campaign-finance  loopholes  to  raise  a 
record  $200  million  in  soft  money  used 
ostensibly  for  "party-building  activities" 
such  as  voter  registration  but  often  tar- 
geted to  benefit  individual  candidates. 

They  weren't  stopping  there:  House 
Speaker  Newt  Gingrich  (R-Ga.)  in  early 
October  ordered  his  committee  chair- 
men to  raise  $7  million  to  pump  into 
tight  races.  And  with  most  pac  man- 
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agers  tapped  out,  Senator  Robert  Ker- 
rey (D-Neb.)  was  feverishly  phoning 
CEOs  on  behalf  of  Democrats  to  solicit 
last-minute  donations.  "The  pressure  for 
contributions  is  way  off  the  charts  this 
year,"  says  the  lobbyist  for  one  Boston 
bank,  whose  entire  top  management  has 
been  hit  up  for  donations  by  both  sides. 
"I've  never  seen  anything  like  it." 

Democrats  are  targeting  most  of  their 
efforts  at  House  races,  where  many  of 
the  gop's  74  freshmen  are  on  the  ropes. 
Democratic  fund-raisers  have  been  fax- 
ing pac  managers  lists  of  contests  where 
Democratic  challengers  have  surged 
ahead  in  the  polls — thanks  in  part  to  a 
$35  million  afl-cio  media  campaign. 

But  that  has  only 
served  as  a  wake-up  call 
for  business  groups  to 
rush  to  the  aid  of  endangered  Republi- 
cans. "The  implicit  message  by  the 
Democrats  is,  'We're  going  to  take  over 
the  House,  and  you'd  better  get  on 
board,' "  says  Alan  Kranowitz,  senior 
vice-president  of  the  National  Associa- 
tion of  Wholesaler-Distributors.  "But 
appeals  like  that  only  have  the  oppo- 
site effect  with  us."  Federal  Election 
Commission  reports  show  that  insur- 
ance and  tobacco  interests  kicked  in 
nearly  $900,000  in  less  than  two  weeks 
during  October. 

Whatever  the  outcome,  the  stench  of 
campaign  fund-raising  a  la  '96  is  leaving 
most  participants  disillusioned.  "This 
election  was  drenched  in  a  half-billion 
dollars  of  soft  money,"  sighs  GOP  lobby- 
ist Wayne  Valis.  "And  there's  nothing 
more  corrupting  or  demeaning  than  hav- 
ing to  repeatedly  ask  your  clients  for  all 
these  contributions.  I  hope  somebody 
cleans  it  up."  But  with  the  finish  fine  in 
sight,  that's  the  furthest  thing  from  the 
candidates'  minds. 

By  Dean  Foust  and  Mary  Beth  Regan 
in  Washington,  with  Geoffrey  Smith  in 
Boston  and  bureau  reports 
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LABOR  S  MODEST 
QUID  PRO  QUO 

Even  if  the  Democrats  win,  unions  don't  expect  a  big  payback 


The  newly  militant  AFL-CIO  has 
played  a  highly  visible  role  during 
this  political  campaign,  pushing  hard 
to  undercut  the  Republicans'  majority  in 
Congress.  So  if  Democrats  recapture 
the  House,  should  Corporate  America 
worry  about  iou  collection 
from  a  labor  movement 
with  an  antibusiness  wish 
list  as  extensive  as  a  lobbyist's  Rolodex? 

Not  exactly.  Sure,  afl-cio  President 
John  J.  Sweeney  would  like  everything 
his  predecessor  sought,  such  as  new  la- 
bor laws  to  boost  union  recruitment 
drives,  national  health-care  reform,  and 
the  like.  But  Sweeney,  who  moved  to 
oust  Lane  Kirkland  last  year  partly  out 
of  frustration  with  the  federation's  tired 
political  strategy,  has  a  more  subtle, 
longer-term  perspective.  He  knows  that 
sweeping  pro-labor 
changes  are  currently  a 
pipe  dream,  no  matter 
which  party  runs  Con- 
gress. Instead,  the  afl- 
CIO  will  push  a  relative- 
ly modest  agenda  that 
has  broad  appeal  to 
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we've  built  up,  to  keep  raising  issues 
working  families  care  about,"  says 
Sweeney. 

Labor's  immediate  goals  are  mostly 
defensive.  After  Republicans  won  con- 
trol of  Congress  in  1994,  they  installed 
committee  chairs  who  tried 
to  cut  the  National  Labor 
Relations  Board's  budget 
by  30%  and  repeatedly  hauled  in  its 
chairman  for  hostile  questioning.  The 
Occupational  Safety  &  Health  Adminis- 
tration got  similar  treatment. 

The  popular  backlash  against  the  Re- 
publican revolution  has  slowed  the  at- 
tacks in  recent  months,  and  unions  are 
anxious  to  ensure  that  they  don't 
restart.  Which  party  takes  the  House 
will  make  a  big  difference.  If  Republi- 
cans retain  control,  labor  could  face  ret- 


WHAT  LABOR  WANTS     The  AFL-CIO 's  post-election  goals 


ENFORCEMENT  Prevent  renewed  Republican  attacks  on  agencies 
such  as  the  National  Labor  Relations  Board  and  the  Occupational 
Safety  &  Health  Administration 

MEDICARE  Put  the  system  on  a  sound  financial  footing  without 


OUTSIDE  THE  BELTWAY:  AFL  PretM 

Sweeney  rallies  with  Maine  wori^k 

ribution.  But  "if  Congress  switchesjjjt 
to  the  Democrats,  labor  will  be  m 
able  to  determine  the  agenda  ain 
says  National  Association  of  Mafe 
turers  Vice-President  Mike  Barocfe 
Even  with  a  Democratic  majp 
however,  labor  wouldn't  be  able  tews 
major  changes  past  centrists  inset 
parties.  Instead,  it  will  try  to  epi 
medical  and  pension  coverage  fogta 
changers  or  support  Clinton's  pin 
give  employees  24  hours  off  a  y*j 
deal  with  family  issues.  "The  nextlw 
gress  will  revolve  around  moderami 
publicans  and  [conservative]  Demam 
and  our  strategy  has  to  take  thapi 
consideration,"  says  Gerald  W.  Ki 
tee,  president  of  the  American  Fmi 
tion  of  State,  County  &  Murw 
Employees,  who  heads  the  afl-cmJ 
litical  committee. 

WAGE  HIKE.  Sweeney's  larger  amjSij 
is  to  alter  the  way  labor  engages  m 
itics.  For  decades,  the  afl-cio  ancH 
unions  have  maintained  cadres  of  m 
ington  lobbyists  to  play  the  politila 
fluence  game.  Now  Sweeney  wafrj 
pull  back  from  Beltway  battles  am 
build  political  muscle  at  the  grasH 
level.  The  best  example:  the  carJH 
the  federation  ran  earlier  this  yBa 
push  the  minimum-wage  in<jjb 
through  Congress.  Unions  in\m 
rank-and-file  members  with  ijHes 
bought  local  TV  ads,  and  proddecM 
erate  Republicans  and  conservati^pJ 
mocrats.  They  succeeded  by  cast™ 
increase  as  an  issue  of  fairness.  I 

Sweeney  plans  to  mount  similaH 
paigns  after  the  election  on  issuepd 
as  sweatshops  and  workers'  riglil 
world  trade  agreements.  He  hopM 
will  both  strengthen  unions'  p<MJ 
clout  and  fuel  the  local  activism! 
feeds  recruitment  drives.  "Thereffl 
of  new  energy  now,  a  feeling  ofpti 
mism  among  members  that  thefts 
movement  is  rejiH 
ed,"  says  DiamH 
Daniel,  the  politiM 
rector  of  Wash™ 
state's  labor  fedel* 
Business  group 
worried  by  labor»«' 
activism.  But  pulli  oi 


many  wor 


kers  (table ).    _maJ°_r  AeJLeJ^uts,  pe/hapsby  hi  king  the  payroH  tax  on  employers  _  _    Sweeney.g  agendJ 


Sweeney  also  hopes  to 
mobilize  the  vast  grass- 
roots activism  un- 
leashed during  the  cam 


HEALTH  CARE  Improve  coverage  for  employees  and  try  to  find  ways 
to  provide  coverage  for  all  children 

PENSIONS  Make  pensions  more  secure  and  more  portable  for  work- 


be  easy.  If  he  su<je 
the  afl-cio  again 
warrant  the  Big  1: 
label  the  GOP  loS 


around  specific    ers  who  are  changing  jobs  tag  it  with. 


paign 

issues.  "We're  going  to 
continue  the  momentum 
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By  Aaron  Bei\ 
in  Washington 
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COMMENTARY 

By  Paul  Magnusson 

THE  10  WORST  IDEAS  OF  THE  CAMPAIGN  

rhe  rules  of  politics  are  like  the  ruin  talks  with  Moscow  to  further  re-  serves  on  a  jury?  Why  not  senior  cit- 
rules  of  selling  Fuller  Brushes  duce  its  nuclear  arsenal.  Also,  the  izens  as  they  apply  for  Medicare? 
door  to  door,  which  I  once  did.  shield  would  rely  on  technology  not  Because  it's  ridiculously  intrusive, 
s  not  enough  to  know  your  product  yet  developed,  cost  tens  of  billions  of  ■  QUICK  DRAW.  The  Brady  Law  re- 
d  be  honest.  You  also  need  gim-  dollars,  and  do  nothing  to  keep  ter-  quires  a  five-day  waiting  period  for 
cks.  I  used  to  soap  up  storm-door  rorists  from  delivering  bombs  in  the  purchase  of  a  handgun,  a  provi- 
ndows  before  ringing    mmmmammma^mmm  planes,  trucks,  or  even  sion  that  has  left  an  estimated  60,000 
mstomer's  doorbell.        jMWMwyPjfl  IfcH  golf  bags.  miscreants  empty-handed  at  the  gun 
en  I'd  whip  out  an       ^^^^^^^^^^^  ^  YELLOW  RIVER.  Clin-  counter.  Dole  wants  to  substitute  an 
rosol  can  of  Fuller  Brush  window  ton  wants  to  deny  drivers'  licenses  to  instant  computer  check  of  all  crimi- 
aner  and  demonstrate  its  effec-  teenagers  who  fail  a  urine  drug  test,  nal  records.  But  no  such  national 
eness.  That  worked  fine  until  I  But  to  pass,  teens  would  only  need  database  exists.  Besides,  what's 
iched  into  my  bag  one  day  and  to  refrain  from  drugs  for  a  month  wrong  with  the  cooling-off  period? 
ne  out  with  a  can  of  cleaner  whose  before  the  test.  For  that  matter,  why  ■  ROBBING  PETER,  PAYING  PAUL.  Dole 
)  was  broken  off.  No  sale  there.  single  out  youth?  Why  not  everyone  proposes  to  repeal  a  1993  tax  hike  on 
President  Clinton  and  gop  chal-  who  renews  a  driver's  license,  or  the  benefits  of  high-income  Social  Se- 
iger  Bob  Dole  have  been  reaching  curity  recipients.  But  that  yearly 
o  their  sales  cases  for  new  prod-  PRftPfl^AIQ    jtftil  $4.5  billion  goes  to  paying  hospital 
;s,  but  a  lot  of  the  tops  are  riwT  s  ^or  semors  covered  by  Medicare, 
ssing.  Herewith,  in  no  particu-  FROM  THE  Dole's  plan  would  give  wealthier  se- 
order,  my  list  of  their  10  ABYSS                     S^L  niors  a  tax  break  at  the  expense  of 
>st  deficient  campaign  ideas:  Hp  w^BkJ  medical  care  for  all  elderly. 
WERKILL.  Dole  wants  to  ^Lf\  "  ™E  GANGPLANK-  Dole  supports  a 
end  the  Constitution  to  allow  'aw  to  ma^e  English  the  official  lan- 
"voluntary  prayer"  in  the  public  }\  guage.  And  he  wants  to  let  states 
tools,  to  balance  the  federal  bud-  ■^frfliL*  ,                       deny  public  schooling  to  children 
,  and  to  prevent  flag  burning.  yHjj^^  ~   ^a|BP?W         Zg|HI  who  are  illegal  immigrants.  But  what 
t  students  can  already  pray  any-  ^^Bi^^fj^^^^^^f  are  kids  supposed  to  do  all  day  if  not 
ie  they  want,  and  Congress  can  ^^^^^^^^           ^^^K^^^    £°  to  sch°0^  And  ^  English  isn't  the 
ance  the  budget  if  it  chooses.                                                            official  language,  then  what  is? 
ig  burning  is  disrespectful  but  Their  time  hasn't                m  broad  cut.  Dole  wants  to  cut  tax 
•dry  widespread  in  the  U.  S.  come-and  it  won't  rates  by  15%  as  part  of  a  $548  bil- 
'OU  pay.  Clinton  wants  to  make  lion  package.  Capital-gains  tax  rates 
ernet  providers  give  free  service  CLINTON'S  would  be  halved  and  indexed  for  in- 
public  schools  and  libraries.  Why  ►  Natjojial  ajltimissNe  defense  flation.  But  all  this  would  negate 
p  there?  Why  not  free  electricity,  ►  Free  InterneFaccess"  Dole's  promises  to  simplify  the  tax 

tbooks,  heating  oil?  Because  such    code  and  balance  the  federal  budget. 

ebies  are  hidden  taxes  on  other  ^_P?!LclI?I?I!Il_9?!I,Eriis_!L0_Q!   ■  NARROW  CUT.  Clinton  would  ex- 

tomers  who  would  be  subsidizing  ^.  Targeted  tax  cuts  empt  most  home  sales  from  capital- 

m.  Same  with  the  Net.  —  .  7   gains  taxes  and  provide  $43  billion  in 

IANDOFF.  Both  Clinton  and  Dole  ►  Dru§  testing  for  drivers'  tax  breaks  for  college  tuition  as  part 

nt  a  commission  to  fix  Medicare,  licenses  of  a  $117  billion  cut.  Besides  increas- 

ich  faces  bankruptcy  in  2001.  Both  ing  the  deficit,  these  subsidies  would 

d  want  a  commission  on  campaign  u0LE  s  only  inflate  the  cost  of  housing  and 

ince.  But  what  are  we  paying  ►  Amendments:  School  prayer,  tuition.  The  housing  subsidy  gives 

iticians  for  if  not  to  work  out  solu-  budget,  flag  burning  older  Americans  yet  another  tax 

is  to  public  problems?  Why  hold  ►  Policy 7efo7m"comm issio'ns"  *rea*>  whiie  P™**  lower-income 

2tions  if  the  tough  jobs  are  passed   families  out  of  the  market. 

to  unelected  commissioners?  *}_5°/o_tex_cut_  That's  it — a  sad  bag  of  missing 

fRONG  defense.  Both  candidates  ^.  | nstant  gun  check  toPs  sure  to  leave  a  'ot  °f  soaPy  win- 

nt  to  build  a  high-tech  shield   dows.  Voters  could  be  forgiven  for 

Anst  an  icbm  attack  from  a  ►  Repeal  of  Social  Security  sicking  their  dogs  on  these  salesmen, 

gue"  state  such  as  North  Korea  benefits  tax  hike 

Iran.  But  that  would  violate  the  Magnusson  covers  economic  and 

What  are  politicians  for  if  not  to  work  out 
solutions  to  public  problems? 


BUSINESS  WEEK  /  NOVEMBER  11,  1996  39 


News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 


SHE'S  SMART,  SHE'S  SUCCESSFUL, 
SHE'S  OUTTA  THERE 

Why  Microsoft's  Patty  Stonesifer  decided  to  log  off 


One  year  ago,  Patty 
Stonesifer  was  map- 
ping out  Microsoft 
Corp.'s  assault  on  the  cd- 
rom  market,  Internet 
games,  and  online  content. 
Her  division,  now  called 
Interactive  Media,  had 
mushroomed  to  $800  mil- 
lion in  revenues,  making 
it  the  nation's  largest  mul- 
timedia company,  and  she 
had  capped  her  success 
by  negotiating  Microsoft's 
joint  venture  with  Holly- 
wood studio  DreamWorks 
skg.  Said  Stonesifer  at  the 
time:  "I  have  the  very 

best  job  in  the  industry."   

On  Oct.  29,  Stonesifer  announced  she 
would  be  leaving  that  job.  One  of  the 
highest-profile  female  executives  in  high 
tech  says  she  wants  more  balance  in 
her  life.  She  says  she  wants  to  spend 
more  time  with  her  two  teenagers  and 
her  husband  of  19  years.  And  when  it 
comes  to  work,  she  is  interested  in 
smaller  projects  where  she  can  be  more 
"hands-on" — a  luxury  she  says  she  could 
not  afford  while  managing  a  2,000-per- 
son  division.  Says  Stonesifer:  "It  is  all- 
absorbing  here.  I  want  to  switch  gears 
and  put  more  into  my  personal  life." 
Stonesifer's  departure  shouldn't  hurt 


A  BIG  LOSS:  Stonesifer 
led  the  revamp  of  msn 


Microsoft's  various  online 
ventures.  Her  responsibili- 
ties will  be  assumed  by 
her  boss,  Pete  Higgins,  a 
13-year  Microsoft  veteran 
and  group  vice-president. 
Still,  she  clearly  was  "an 
up-and-comer,"  says  ana- 
lyst Peter  Rogers  of  Bear, 
Steams  &  Co.  After  join- 
ing the  software  maker  in 
1988,  she  turned  around  its 
service  and  support  opera- 
tion and  is  credited  with 
engineenng  the  revamp  of 
Microsoft  Network,  an  In- 
ternet online  service. 

Her  loss  is  one  in  a 
short  but  growing  string 
of  defections  by  Microsoft  executives. 
Russell  Siegelman,  who  masterminded 
msn,  left  in  July  to  become  a  venture 
capitalist.  Jonathan  Lazarus,  vice-presi- 
dent for  strategic  relations,  retired  in 
June  at  age  44.  Mike  Maples,  who  head- 
ed software  development,  retired  at  age 
52  in  mid-1995.  "Senior  people  are  burn- 
ing out  and  going  off  to  do  other  things," 
says  Jeffrey  Lill,  an  msn  development 
manager  who  left  in  January  with 
enough  cash  to  launch  OpenSpace,  an 
Internet  news  and  delivery  company. 

It's  not  that  there's  widespread  disaf- 
fection at  Microsoft.  To  the  contrary,  the 


HAPPY 
CAMPUS? 
Despite  a  string 
of  defections, 
Microsoft's 
turnover  rate 
is  low  for  a  high- 
tech company 


turnover  rate  i 
6%  to  8%,  on  tl 
end  for  techri 
companies.  The] 
for  senior  exe 
even  lower,  says 
Murray,  vice- 
dent  for  h 
resources.  Says 
keting  Director  j 
ann  Lorentzen 
hard  to  leave  here.  It  feels  like  j 
running  with  a  pack  of  thorough] 
That's  an  incredible  adrenalin  rusn 
Still,  Microsoft's  granting  of  stoj 
tions  in  lieu  of  rich  salaries  has  ci 
some  1,000  millionaires  among  20,50 
ployees.  "I  actually  expected  thai 
the  wealth  we'd  created  there  j 
have  been  more  turnover,"  says  j 
man  Bill  Gates.  Stonesifer  has  casj 
stock  worth  millions  in  the  past! 
years  and  still  holds  shares  worth! 
than  $800,000.  Concedes  Stonesifer] 
first  and  foremost  thing  is,  I  do  ha| 
fiscal  opportunity  to  leave." 
TWO  FACTORS.  Stonesifer  says  shel 
a  year  ago  she  wanted  to  scale  baa 
Gates  persuaded  her  to  stay  for  twJ 
ects — launching  msnbc,  a  cable  ij 
Internet  news  venture  with  nbc,  al 
working  msn  for  the  Internet.  "II 
take  the  hill  and  then  wind  it  d 
she  says. 

Two  factors  spurred  her  del 
First,  she  turned  40  last  May.  Shi 
stock,  realized  she  had  been  in  tha 
ness  20  years,  and  asked  herself! 
she  wanted  to  do  with  the  nexl 
decades.  The  answer  wasn't  stay! 
Microsoft.  Plus,  she  and  her  hul 
Rob,  had  a  long  list  of  things  theyl 
ed  to  do  with  their  two  teenage 
including  trips  to  Europe  and  Afri 
Already,  she  has  some  work  lin 
consulting  to  DreamWorks.  Sh' 
spend  a  couple  of  days  a  week  helfl 
run  two  DreamWorks  businesses:  Is 
Works  Interactive,  the  joint  venture 
Microsoft,  and  Pacific  Data  Imai 
40%  DreamWorks-owned  compare 
rently  creating  the  computer-ania 
film  Ants,  due  in  late  1998.  Says  M 
Katzenberg,  a  DreamWorks  partne" 
have  not  met  an  executive  that  h 
pressed  us  more  in  their  talent,  cr't 
ty,  and  leadership  than  Patty  Stors 
In  her  field,  she  has  blown  us  aw;  ' 

So  Stonesifer  isn't  exactly  kii 
back.  "I'm  just  chasing  a  different  i 
she  says.  "This  isn't  out  of  exhau  < 
She  has  the  money  and,  now,  the i 
to  seek  something  different — pei 
the  very  best  job  in  another  india 
By  Kathy  Rebello,  with  Robt 
Hof  in  San  Francisco 
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.oad  your  originals  once  and  walk  away.  The  new  Mita"'  DC-8090  makes  up  to  999  stapled,  punched,  finished 
ocument  sets,  all  by  itself.  It's  simply  the  most  capable,  automatic  copier  ever  created.  Call  1  -800-ABC-MITA. 


*  19%  Miia  Copystar  Amenta.  Inc. 


The  new  Mita  DC-8090  makes  80  copies  a 

minute,  collects  finished  documents 
d  resets  originals,  all  without  supervision 
What  are  you  going  to  do? 


Automatic  copying 


perfected  it. 
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EXECUTIVE  SUITE 


COMPAQ'S  UNHAPPY 
HEADHUNTING  GROUND 

Despite  growth  at  the  computer  maker,  managers  are  fleeing 


Compaq  Computer  Corp.  isn't  exactly 
ninning  on  one  engine.  Earnings  are 
rising  again  after  a  two-year  lull, 
and  its  strategy  of  moving  beyond  per- 
sonal computers  to  become  a  broad-line 
computer  maker  is  proceeding  apace. 
On  Oct.  29,  it  launched  a  new  line  of 
engineering  workstations,  expected  to 
be  followed  next  year  with  fail-safe 
computers  and  full-scale  corporate  net- 
works. So  why  are  so  many  exec-  ■■■■■■ 
utives  parachuting  out  of  the  $14.8 
billion  Houston  company? 

Since  July,  eight 
vice-presidents  have 
left,  including  key  ex- 
ecutives in  the  serv- 
er, networking,  and 
workstation  business- 
es. The  latest  to  leave: 
Networking  Products 
Div.  Vice-President 
Doug  Pushard,  who 
led  Compaq's  drive 
into  networking. 
Pushard  departed  on 
Oct.  14  "to  pursue 
other  opportunities," 
a  Compaq  spokesman  says.  The 
next  week,  the  company's  top  U.  S. 
sales  and  marketing  executive,  Se 
nior 

defected  to  a  small  startup  that 
sells  PCs  over  the  Internet. 
SNAGS.  Some  analysts  fear  the 
resignations  portend  strategic  tur- 
bulence for  Compaq.  In  July,  the 
company  launched  an  incredible 
nine  new  divisions,  including  units 
to  develop  internet  products, 
workstations,  and  communication 
offerings,  as  part  of  its  push  to 
reach  $40  billion  in  revenues  by 
2000.  Now,  Compaq  may  be  hitting  snags 
juggling  so  many  initiatives  at  once. 
Warns  Gartner  Group  Inc.  analyst  David 
J.  Cappuccio:  "They  run  a  danger  of 
stretching  themselves  too  thin." 

A  certain  amount  of  turmoil  would 
be  understandable.  Compaq  Chief  Ex- 
ecutive Eckhard  Pfeiffer  has  been  re- 
cruiting big-company  outsiders  to  head  a 
series  of  multidivision  groups.  And  as  he 
has  brought  in  managers  from  Digital 
Equipment  Corp.,  Unisys  Corp.,  and 
elsewhere,  the  Compaq  executives  who 


ident 


have  been  passed  over  have  quit.  So, 
too,  Compaq's  success  has  made  it  fertile 
ground  for  headhunters.  "I  was  looking 
for  opportunity  and  change,"  says  Coo- 
ley,  the  newly  named  chairman  and  chief 
executive  of  pcOrder.com,  based  in 
Austin,  Tex.  "I  must  have  had  a  million 
headhunters  come  at  me." 

For  now,  the  talent  drain  shouldn't 
slow  Compaq  much.  Wall  Street  pro- 


COMPAQ  DEFECTORS 

ROSS  COOLEY  On  Oct.  24,  the  compa- 
ny's top  North  American  sales  exec  quit  to 
become  chairman  and  chief  executive  of 
pcOrder.com,  a  small  company  that  sells 
personal  computers  over  the  Internet. 

DOUG  PUSHARD  The  vice-president  who 
directed  the  company's  entry  into  network- 
ing biz  left  suddenly  on  Oct.  14. 

MARK  CAKEPA  He  lasted  three  weeks  in 
his  job  as  a  vice-president  in  the  worksta- 
tion division.  He  defected  on  Oct.  16  to 
competitor  Sun  Microsystems. 

MICHAEL  LAMBERT  The  vice  pres 
in  charge  of  marketing  servers  to  cor- 


porate customers  quit  on  Oct.  9  to  become 
,  ojiu  iiuu/vcLiiig .cacluuvc,  senior  v  i  cc  -  p  res  i  d  e  n  t  at  Dell  Computer. 

Vice-President  Ross  A.  Cooley,   r  K.  

MICHAEL  NORRIS  Compaq's  vice-presi- 
dent for  North  American  sales  left  to 
become  president  of  Intelligent  Electronics 
on  Sept.  1. 

GARY  STIMAC  He  quit  his  job  as  vice- 
president  of  the  fast-growing  systems  divi- 
sion on  July  2.  He  now  is  a  board  member 
and  consultant  to  chipmaker  Cyrix. 


DATA:  BUSINESS  WEEK 

jects  that  strong  corporate  PC  sales  will 
drive  up  the  company's  earnings  for  the 
quarter  ending  Dec.  31  by  27%  vs.  last 
year's  fourth  quarter,  to  $415  million, 
on  revenues  that  will  jump  21%,  to  $5.6 
billion.  Pfeiffer  says  executive  turnover 
won't  delay  his  plans.  "We  have  a  level 
of  energy  going  here  that's  unprece- 
dented. These  division  managers  are 
going  like  gangbusters,"  he  says.  To 
him,  the  departures  reflect  a  yearning 
for  a  slower  pace:  "At  some  point,  you 
start  asking  yourself:  How  much  long- 


er do  I  do  it?  Do  I  still  need  to  d<  I 
Still,  there  are  signs  of  diffici  I 
developing  in  some  of  Pfeiffer's  I 
units.  For  instance,  Compaq  jumpec  I 
networking  last  fall,  when  it  spent  I 
million  to  acquire  Net  Worth  Inc.  in  I 
las  and  Thomas-Conrad  Corp.  in  Ajf 
Tex.  But  key  product  releases  hav 
months  behind  schedule.  And  th 
pected  synergies  from  using  PC  d 
to  sell  networks  haven't  materia! 
For  instance,  researchers  from  the 
Oro  Group  say  Compaq's  4.5%  sh; 
work-group  network  connections 
only  one  point  from  what  NetWort 
when  it  was  acquired. 
SHORT  STAY.  Just  as  bad,  Compaq 
gineering  workstation  division  is  o: 
leaderless  start.  Mark  A.  Canep 
executive  hired  on  Sept.  25 
mmmam  Hewlett-Packard  Co.  to  dire: 
move  into  the  $13  billion 
station  market,  defected  to 
Sun  Microsystems  Inc.  afte: 
three  weeks  on  the  job.  H 
cided  he  didn't  want  to  mo 
Houston.  Compaq  went 
with  the  rollout  of  its  Profei 
al  Workstation  in  late  OdWj 
despite  the  loss.  ReplacenBp 
for  Canepa  and  Pushard  ardp 
to  be  appointed. 

The  biggest  defections  m 
been  in  the  "server"  com™ 
business,  which  accounts  forM 
40%  of  profits.  Since  JulyH 
unit's  top  three  sales  and  U 
keting  execs  ■< 
followed  div«i 
Vice-President  B  j 
Stimac  out  the  ftl 
One  of  them,  fcH  jj 
North  American  ■•j 
keting  Vice-Pres§'» 
Michael  D.  Larrm 
joined  Dell  Conut- 
er  Corp.  in  Oct* 
as  head  of  its  see 
business. 

The  server  ji 
ness  also  is  undtiii 
creasing  attack,  dif- 
fer has  moved  quickly  to  p 
new  managers  from  inside  Compact 
from  former  Digital  Equipment  am 
Research  Inc.  ranks.  But  Com 
share  of  shipments  is  off  five  p 
from  the  36%  level  of  this  timeis 
year,  says  International  Data  (0 
Hewlett-Packard,  Dell,  and  others 
targeting  Compaq. 

Whether  these  challengers  will  sui* 
is  another  matter.  Compaq,  after  all' 
highflier.  It's  just  that  keeping  all  it| 
ecutives  on  board  is  proving  difficu 
By  Gary  McWilliams  in  Hoi"1 
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And  they're  turning  to  us  by  the  thousands 


its  true  that  there's  safety  in  numbers,  then 
ew  MAS  90"  tor  Windows®  must  be  bulletproof 
;ter  all,  it's  selling  at  six  times  the  rate  of  its 
st competition.  And  its  the  leading  choice  of 
,  accountants  and  finance  professionals, 
he  reasons  are  simple. 

exibility,  for  one.  The  built-in  customization, 
ration  and  report-writing  capabilities  are 
.led  to  fit  most  any  kind  of  company  today, 
adapting  to  tomorrows  changing  needs, 
s  also  amazingly  intuitive  —  a  smooth. 


Of  The  An.  Im  MAS  90  and  MAS  «m  for  Windows  are  trademarks  of 

Arc,  Inc..  and  Windows  is  a  registered  trademark  of  the  Microsoft  ( lorporatior 


comfortable  program  that's  designed  to  work  the  way 
accountants  think. 

Plus,  migrating  from  the  original  MAS  90  is  quick 
and  easy.  And  the  Window  s  and  DOS  versions  can  even 
be  used  simultaneously. 

For  more  information,  or  a  complimentary  demo 
disk,  just  call  State  Of  The  Art  at  1-800-390-3646. 
Or  you  could  just  ask  a  few  colleagues. 
A  few  thousand, 

maybe-  iMr±*ii90 


For  Windows* 


Strength  in  numbers. 
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STRATEGIES 


CAN  BOB  PITTMAN 
UPGRADE  AOL? 

Reviving  online  profits  may  be  the  marketer's  biggest  challenge 


Robert  W.  Pittman  is  nothing  if  not 
versatile.  In  the  1970s,  he  made  a 
name  for  himself  turning  around  a 
series  of  lagging  radio  stations.  In  the 
early  1980s,  he  turned  to  cable,  co- 
founding  mtv  on  a  hunch  that  Amer- 
ican kids  would  tune  in  to  a  24-hour 
music  channel.  A  decade  later,  he  took 
over  Six  Flags  Theme  Parks — and 
boosted  attendance  with  hot  new 
attractions. 

On  Oct.  29,  he  took  on  a  new  chal- 
lenge, perhaps  his  toughest.  After 
months  of  wooing  by  America  Online 
Chief  Executive  Stephen  M. 
Case,  Pittman  agreed  to  run 
aol's  core  online  service,  one  of 
three  divisions  the  company 
said  it  would  create  as  part  of 
a  broad  restructuring. 

The  42-year-old  Mississippi 
native,  who  has  been  on  aol's 
board  since  last  October,  takes 
the  new  job  at  a  critical  time. 
aol's  subscriber  growth  has 
slowed  with  the  surging  popu- 
larity of  the  Internet,  and  cut- 
throat competition  from  giants 
such  as  Microsoft  Corp.  and 
at&t  have  forced  it  to  go  to 
flat-rate  pricing  of  $19.95  per 
month,  lowering  the  bill  for 
frequent  users. 

CONTROVERSIAL.  At  the  same 
time,  aol  is  taking  a  massive 
$385  million  hit  for  the  quarter 
ended  in  September  to  write 
off  deferred  marketing  costs. 
Under  a  controversial  account- 
ing practice,  aol  had  been  cap- 
italizing some  marketing  ex- 
penses— in  effect,  yielding 
higher  near-term  profits.  Now 
it  will  expense  immediately  all 
of  the  roughly  $150  million  it 
spends  each  quarter  to  woo 
new  members  with  free 
diskettes  and,  recently,  a  splashy  new  ad 
campaign. 

Under  the  revised  accounting,  Case 
doesn't  expect  to  break  even  until  the 
March  quarter.  To  emerge  from  the  red, 
Pittman  must  keep  aol's  membership 
growth  robust  while  quickly  building 
new  sources  of  revenue  such  as  adver- 
tising and  merchandising  fees.  "If  they 


don't  come  up  with  these  alternative 
sources  of  revenue,  they're  in  trouble," 
warns  Mark  Mooradian,  an  analyst  with 
research  firm  Jupiter  Communications. 

Such  opportunities  accounted  for  just 
9%  of  the  company's  $1.1  billion  in  rev- 
enue for  the  fiscal  year  ended  in  June. 
Yet  company  executives  expect  that  in 
the  near  future, 
those  sources  will 
generate  the 
bulk  of  aol's 
profits.  Says 
Pittman: 


month  stint  as  head  of  the  Centry 
Real  Estate  Corp.  franchise.  Th<e, 
launched  a  hard-hitting  new  adve;ia 
campaign  and  struck  deals  to  hae  t 
company's  agents  sell  other  priw 
or  services,  such  as  long-distance  ik 
service,  to  new  homeowners.  "  e 
ways  seems  to  know  what  th  ( 
sumer  wants,"  says  his  frienc  S 
Paul,  chairman  and  chief  execuft 
Sega  Gameworks. 
HOT  CHANNELS.  It's  the  sort  opt 
keting  savvy  aol  needs.  While  fas 
aggressive  sales  pitches  have  bl 
the  company's  subscriber  base  tote; 
ly  7  million  worldwide,  turnover  m 
new  membaj 
run  about  Ml 
the  past  « 
quarters.  M 
man  will  wA 


AMERICA  LAGLINE 


AMERICA  ONLINE 
STOCK  PRICE 
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APR.  5,  '96 
▲  DOLLARS 


"It's  the  same  as 
the  theme-park 
business,  where 
the  profit  comes 
from  selling  mer- 
chandise and  soft 
drinks." 

Such  brassy 
confidence  has 
marked  most  of 
Pittman's  career. 
He  landed  his  first 
entertainment  job 
at  the  age  of  15, 
as  a  part-time  disk  jockey  in  Mississippi. 
After  jumping  to  three  different  col- 
leges in  three  years,  he  skipped  a  fourth 
year  to  begin  working  at  a  string  of  ra- 
dio stations  in  Chicago,  New  York,  and 
other  cities. 

After  boosting  annual  attendance  at 
Six  Flags  from  18  million  to  24  million 
from  1991  to  1995,  Pittman  did  a  14- 


OCT.  29 
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hot  "channels"  in  the  online  wort « 
as  he  did  in  cable,  from  content  ere 
ated  in-house  and  from  deals  wi \  n* 
programmers.  At  the  same  tim  .; 
will  look  for  subscribers  wheri'rer 
can  get  them:  It  will  offer  a  b;;g:i 
basement  $9.95-a-month  packa;% : 
example,  that  will  let  customed  p 
access  to  its  programming  via  <p 
Internet  service  providers. 

News  of  Pittman's  arrival  aJ 
restructuring  plan  impressed'^ 
Street,  but  not  much:  aol's  Bt) 
jumped  4%,  to  nearly  $26.  "We  ajfyi 
the  point  where  investors  wilta 
them  on  faith,"  warns  Ulric  Wil. 
analyst  with  Friedman,  BillingsRi 
sey  &  Co.  in  Roslyn,  Va.  Pittnv 
have  to  prove  to  both  consume! 
investors  that  what  works  in  h(; 
parks  truly  does  play  online. 

By  Amy  Barrett  in  Waslmigto  i 
Paul  Eng  in  New  York 
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THE  WAY 
YOU  MANAGE  YOUR 
INFORMATION  SYSTEM 
CAN  KILL  YOU  FASTER 
"HAN  YOUR  COMPETITION 


,t  mid-sized  companies  rely  on  a  small  MIS  stall  to  maintain  their  inlormation  systems.  But  with 
i  a  lean  staff  it's  impossible  to  stay  up  to  date  while  satisfying  day-to-day  responsibilities. 

With  networkMCI  Enterprise  Management,5™  this  common  dilemma  is  a  dilemma  no  more.  In 
ace,  we've  created  network  communications,  computing  technology,  consulting,  and  ongoing 
)ort  services  to  suit  almost  any  need. 

This  technology  salety  net  gives  you  24-hour  access  to  specialists  who  understand  the 
tings  of  your  particular  information  infrastructure.  Meaning  your  employees  will  always  have 
jualed  systems  and  support. 

For  more  information,  call  your  local  networkMCI  representative  at  1-800-338-6815  or  log  on 
ttp://www.mcisystemhouse.com.  You'll  find  that  you  can  now  afford  something  our  Fortune  500® 
amers  have  enjoyed  for  years:  peace  of  mind. 

McTsy stem  house 

Real  benefits  from  converging  technologiessu  ©1996  mci.aii  rights  reserved. 


News:  Analysis  &  Commentary 


i 


 0" 


Cortfide 


PUT  IT  IN  WRITING 

When  Millenson  sold  his  company 
to  Johnson  &  Johnson,  his  contract 
stipulated  that  its  assets  would  revert 
to  him  if  he  were  fired  without  cause 


LAWSUITS 


TUG-OF-WAR 
OVER  AN  AIDS  TEST 

A  home  kit's  developer  wins  it  back  from  Johnson  &  Johnson 


Sometimes,  the  little  guy  gets  a 
break. 
On  July  15,  an  arbitrator  ordered 
Johnson  &  Johnson  to  relinquish  all  as- 
sets of  home  HIV  test  maker  Direct  Ac- 
cess Diagnostics  (dad)  to  Elliot  J.  Mil- 
lenson, who  had  founded  the  company 
and  then  sold  it  to  j&j  in  1993.  The 
New  Jersey-based  arbitrator,  retired 
Judge  John  J.  Gibbons,  found  that  Mil- 
lenson, who  had  stayed  on  as  the  unit's 
chief  executive  after  the  sale,  had  been 
fired  without  cause  after  just  two  years 
of  a  three-year  contract.  Gibbons  based 
his  order  largely  on  Millenson's  employ- 
ment agreement,  which  stipulated  the 
return  of  all  DAD  assets  to  him  if  he 
was  terminated  without  cause. 

Rather  than  hand  Millenson  the  com- 
pany, which  it  bought  for  $2  million  and 
then  invested  $60  million  more  in,  J&J 
sought  to  vacate  the  award.  But  on  Oct. 
22,  New  Jersey  State  Superior  Court 
Judge  Wilfred  Diana  denied  the  compa- 
ny's bid  to  overturn  Gibbons'  decision. 
.j&j  lawyers  were  given  45  days  to  decide 
whether  to  appeal  this  decision,  too.  "The 
real  issue  for  J&J  is  whether  they're  go- 
ing to  comply  with  the  inevitable  or  try 


to  put  off  the  inevitable,"  says  J.  Alan 
Galbraith,  the  Washington  attorney  who 
is  handling  Millenson's  case.  A  company 
spokesman  would  say  only  that  j&j  is 
"evaluating  the  decision  and  will  deter- 
mine the  appropriate  next  steps." 

j&j's  problems  may  get  even  messier. 
Partner  Chiron  Corp.  of  Emeryville, 
Calif.,  isn't  ruling  out  legal  action,  says  a 
spokesman.  Chiron,  which  anted  up  $20 
million  of  the  development  money  for 
Confide,  dad's  hiv  test  kit,  could  lose  its 
investment  if  Confide  goes  to  Millenson. 
"We're  working  with  j&j  to  sort  out 
Chiron's  interest  in  this  business,"  says 
the  Chiron  spokesman. 

The  whole  dad  wrangle  began  in 
February,  1995,  when  Millenson  was 
fired.  The  reason,  according  to  a  letter 
given  to  Millenson  at  that  time,  was  his 
"failure  to  follow  express  directions," 
from  Gary  V.  Parlin,  a  j&j  group  chair- 
man who  oversees  Ortho  and  dad.  The 
"directions"  were  in  a  Nov.  18,  1994, 
memo  Parlin  sent  to  Millenson  telling 
him  to  seek  prior  approval  for  political 
contributions  over  $1,000.  In  firing  Mil- 
lenson, the  company  charged  that  he 
made  contributions,  without  Parlin's 


permission,  to 
Gingrich's  Pro 
&  Freedom  Fo 
tion  and  that 
had  led  to  neg 
publicity  about 
The  publ 
stemmed  from  i 
uary,  1995,  arti 
Roll  Call  that 
dad's  donation 
letter  writter 
Gingrich  as 
White  House 
of  Staff  Leoi 
Panetta  to  help 
approval  from 
Food  &  Drug 
ministration  for 
fide.  A  congress 
investigation 
cleared  Gingrk 
any  impropriety 
dad  records,  in 
ed  in  the  arbitn 
decision,  show 
the  $5,000  donation  in  question 
before  Parlin's  memo  and  therefore 
not  in  defiance  of  "express  directi 
In  his  decision,  Gibbons  found  tha 
had  slapped  together  these  charj 
which  were  found  to  be  groundless 
get  rid  of  an  irksome  employee.  Bu 
also  may  have  been  sensitive  about 
publicity  at  that  point.  In  January, 
Ortho  pleaded  guilty  to  destroying 
uments  related  to  an  fda  investig 
into  promotion  of  its  antiwrinkle  d 
Ironically,  j&j  is  fighting  to  kee 
outfit  that  may  bring  it  only  modest 
its.  Analyst  Eli  Kammerman  at  Salt 
Brothers  Inc.  estimates  the  marke 
home  hiv  tests  at  just  $300  million, 
company,  Home  Access  Health  Cor 
selling  a  test  in  some  drugstores, 
two  other  kits  are  under  developme 
j&j  has  never  launched  a  majo 
campaign  for  the  product.  The  $50 
is  sold  in  drugstores  nationwide  an( 
a  toll-free  number.  Users  send  bp 
from  a  finger  prick  off  to  a  lab  for  m 
ing.  Using  another  toll-free  numberBl 
customer  enters  a  secret  code  toB 
results  and  counseling  over  the  pMB 
Millenson,  who  successfully  suecffl 
for  $1.7  million  plus  stock  in  backH 
and  bonuses,  is  talking  to  pote« 
partners.  If  J&J  doesn't  appeal,  he  ctl< 
sell  DAD  or  seek  other  funding.  His  fH 
would  be  to  boost  Confide  sales  by  if1 
ting  its  price  and  backing  it  with  raw 
advertising.  "I  just  want  to  see  ■ 
product  successfully  marketed,"  he  ail 
So  do  thousands  of  potential  custona 
worried  about  their  hiv  status.  jfl 
By  Naomi  Freundlich  in  New  flj 
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Setting  goals  that  seem  unreachable 


It's  this  spirit  that  took  us  from  a  small  textile 


might  sound  like  a  silly  idea, 


t  Sunkyong,  it's  one  we  can' 


ine  doing  without.  In  fact, 


management  style 


e've  worked  into  a 


ce.  And  last  year,  it 


d  us  become  a 


illion  dollar  global 


the  idea  may  seem  new,  but 


s  behind  it  isn't.  And  that's 


le.  For  us,  the  key  to  success  is 


le  first,  people  second,  people 


.  When  p 
finish 

reading  this, 

make  it  into 

a  plane 

and  aim  for 

•  the  moon. 


company  in  the  early  fifties, 


to  one  of  the  world's  few 


vertically  integrated  companies 


today.       We're    a  global 


producer  of  petroleum-based 


products  and  polyester 


films,    as    well    as  a 


telecommunications  leader 


and     global  trading 


company.     And  that's 


just  the  beginning. 


With   our   people,   we  can 


help  you  and  your  company 


third.  Our  people  are  committed  to 


achieve  goals  that  seemed  out  of  reach 


a    pursuit    of    excellence    beyond         before.  And  together,  if  we  work  hard 


Hence.  For  us,  giving  a  hundred  and  ten         enough  and  aim  high  enough,  who  knows 


ent  is  an  off  day. 


That's  what  me  do. 


where  we  might  land. 


J  IT  TAKES  TO  GET  THERE. 


yong  Limited  •  Yukong  Limited  •  Sunkyong  Industries  •  SKC  •  Sunkyong  Engineering  &  Construction 
East  55th  Street,  New  York,  NY  1  0022  •  FAX  2  12  -906-8  137  •  www.sk.co.kr 


In  Business  This  Week 


EDITED  BY  KEITH  H.  HAMMONDS 


jl 


IT'S  MY  NETWORK! 
NO,  ITS  MY  NETWORK! 

IT   MIGHT   HAVE   MADE  FOR 

engrossing  TV:  media  titans 
duking  it  out  in  a  Delaware 
court.  Seagram  ceo  Edgar 
Bronfman  testified  on  Oct.  29 
that  Viacom  was  an  untrust- 
worthy partner.  Next  day,  Vi- 
acom ceo  Sumner  Redstone 
took  the  stand.  Viacom  and 
Seagram's  MCA  unit  are  war- 
ring over  usa  Networks, 
which  the  companies  have 
long  jointly  owned,  mca  says 
Viacom  flouted  the  noncom- 
pete language  of  the  partner- 
ship by  launching  a  new  cable 
network,  TV  Land,  in  April.  A 
deal  for  Viacom  to  buy  Sea- 
gram's share  of  USA  for  about 
$1.5  billion  fell  apart  in  the 
days  preceding  Bronfman's 
testimony.  So  media  industry 


CLOSING  BELL 


DOWNDRAFT 

The  bad  news  keeps  pound- 
ing Trans  World  Airlines.  The 
carrier's  stock  took  a  hit  after 
the  July  crash  of  Flight  800 
off  New  York.  And  fallout  from 
the  disaster  contributed  to  a 
third-quarter  loss  of  $14.3 
million,  coming  even  while 
other  carriers  reported  record 
profits.  Now  comes  the 
abrupt  resignation  Oct.  24  of 
CEO  Jeffrey  Erickson.  His 
departure  didn't  shock  insid- 
ers, who  say  Erickson's 
aggressive  plan  to  expand 
TWA's  schedule  strained  it  to 
the  breaking  point.  Still,  TWA's 
stock  sank  again,  to  below  8. 


JUNE  7,  '96  OCT  29 

DATA  BLOOMBERG  FINANCIAL  MARKETS 


gawkers  can  look  forward  to 
an  even  juicier  confrontation: 
Former  Viacom  chief  Frank 
Biondi,  who  now  heads  mca, 
is  expected  to  be  a  rather  re- 
luctant witness  for  Viacom. 


McDonnell  DOUGLAS' 

WORLD  OF  WOE 

THE  GOOD  NEWS:  MCDONNELL 

Douglas  reported  slightly 
higher  third-quarter  profits, 
despite  a  machinists'  strike. 
The  bad  news—well,  it  came 
in  torrents.  On  Oct.  25,  Her- 
bert Lanese,  head  of  the  aero- 
space giant's  military  business 
and  heir  apparent  to  the  top 
job,  quit  abruptly  after  clash- 
es with  ceo  Harry  Stone- 
cipher.  The  company  said  on 
Oct.  28  it  was  scrapping  plans 
to  develop  its  MD-XX,  a  long- 
range  commercial  jet.  The  lat- 
est blow:  a  federal  grand  jury 
probe,  reported  in  The  New 
York  Times,  of  McDonnell's 
possible  violation  of  U.  S.  ex- 
port-control laws  with  China. 
McDonnell  denies  wrongdoing. 

TCI  HITS 

THE  PAUSE  BUTTON 

THE   WORLD  OF   500  CHAN- 

nels  can  wait.  Tele-Commu- 
nications announced  plans 
on  Oct.  25  to  scale  back  the 
$1.9  billion  it  spends  annual- 
ly upgrading  its  fiber-optic 
system  to  deliver  digital  ser- 
vices. The  cable  giant  will 
slow  expansion  in  its  major 
urban  markets  and  in  rural 
areas,  where  expensive  new 
services  typically  aren't  as 
profitable.  The  reorganiza- 
tion acknowledges  tci's  need 
to  reduce  its  $14.5  billion  in 
debt  and  to  free  up  cash  to 
fight  satellite-TV  services  cut- 
ting into  its  subscriber  base. 


HIRED  HELP 
FOR  RUPERT 


"I  FELT  I  NEED  MORE  HELP, 
Rupert  Murdoch  said.  "I  have 
too  many  people  reporting  to 


HEAD  LINER:  DAVID  KOMANSKY 


MERRILL'S  BRONX  BOMBER 


ID 


David  Komansky,  57,  is  a 
salesman's  salesman.  A 
University  of  Miami 
dropout,  he  has  the  com- 
mon touch  and 
street  smarts  that 
come  from  grow- 
ing up  in  the 
Bronx.  The  mix  j 
has  played  well 
at  Merrill 
Lynch,  and  at 
yearend  Koman- 
sky will  take  over  as 
the  ceo. 

Komansky  has  spent  all 
of  his  28-year  career  at 
Merrill,  beginning  as  a  bro 
ker  in  the  firm's  Forest 
Hills  (N.  Y.)  office  and 
making  national  sales  di- 
rector in  1988.  But  Koman- 
sky also  has  experience  in 
trading  and  investment 
banking.  In  1990,  he  be- 


came head  of  Merrill's 
global  equity  trading  opeig 
ation  and  in  1993,  the  heal 
of  global  debt  and  equi-1 
ty.  During  that 
time,  Merrill  has! 
boomed,  and  Km 
mansky  earnecjfc 
$12.2  million  ' 
last  year. 
Komansky  isr 
sure  to  push 
Merrill  even  fur- 1 
ther  internationally.  I 
"We'll  look  at  any  acquisi-1 
tion  possibilities  that  makJ 
sense  for  us,"  he  says.  AnI 
he'll  push  harder  in  Wash-I 
ington:  "We  have  to  be  a  I 
little  more  participative."  I 
His  take  on  the  stock  marl 
ket?  "We  wouldn't  be  too  I 
suprised  to  see  a  correctiol 
in  the  next  six  months." 
By  Leah  Nathans  Spirt 


me."  So  on  Oct.  29,  he  named 
Peter  Chernin  president  and 
chief  operating  officer  of 
News  Corp.,  overseeing  all  of 
the  media  company's  U.  S.  op- 
erations. Chernin  had  been 
running  the  Fox  motion  pic- 
ture unit,  where  he  shep- 
herded last  summer's  science- 
fiction  blockbuster  Indepen- 
dence Day.  Former  top  Fox 
tv  executive  Chase  Carey 
will  share  the  title  of  chief 
operating  officer  but  will  re- 
port to  Chernin.  Murdoch,  65, 
also  named  his  oldest  son, 
Lachlan,  to  the  News  Corp. 
board,  providing  the  begin- 
ning outlines  of  a  succession 
plan. 

PARK  'N'  FLY  AT 
AMERICAN  EXPRESS 

here's  the  deal:  invest  in 
no-loads  and  fly  to  Paris.  To 
promote  its  new  Financial  Di- 
rect program  for  do-it-your- 
self investors,  American  Ex- 
press  will   offer  "points," 


which,  like  frequent-fl 
miles,  can  be  accumulat 
and  redeemed  for  airline  tii 
ets.  Every  $10  deposited  ir 
a  Financial  Direct  accou 
will  earn  one  point — thou 
until  Dec.  31,  the  rewards  a 
doubled.  (Schwab  has  a  sin 
lar  program,  but  only  f 
travel  on  Delta.)  Custome 
can  purchase  stocks  throu 
a  discount  brokerage  or  pa 
cash  in  a  money-market  fun 
The  only  catch:  The  mom 
has  to  stay  put  for  90  days 
win  miles. 

ETCETERA... 


-  S;ifc\vay  nft'eivd  in  hliy  tl 
65.5%  of  Vons  it  doesn't  ow 
already,  for  $1.7  billion. 

■  Bethlehem  Steel  will  taP 
a  $375  million  charge  to  se 
four  money-losing  units. 

■  Intel's  David  House  wi 
head  Bay  Networks;  Enric 
Pesatori  joined  Tandem. 

■  Microsoft's  Bill  Gates  an 
Steve  Ballmer  will  give  Hai 
vard  University  $25  millioi 
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Which  side  are  your 

customers  on? 

You  have  a  choice. 


Everywhere  you  look,  the  balance  of  power  is  shifting 
to  the  consumer. 

Banking  is  no  exception. 

And  to  generate  loyalty,  banks  (and  all  the  new, 
non-traditional  financial  service  providers)  need  to 
establish  a  new,  more  intimate  kind  of  relationship 
with  their  customers. 

This  can  be  achieved  partly  through  enhanced 
marketing  and   branding.  Ultimately  though,  the 


only  guarantee  of  success  is  to  treat  eac 
customer  as  a  'market  of  one'  by  providin 
products  and  services  which  are  flexibh 
individualized  and  available  through  th 
customer's  preferred  channels. 

Of  course,  consumer-focused  products  an 
services  require  consumer-focused  technolog 
and  that's  where  NCR  is  so  strong. 

It's  always  been  our  philosophy  to  approac 
projects  from  the  consumer's  perspective  and  i 
doing  so  we've  gained  a  unique  and  unrivale 
understanding  of  their  behavior.  Consequent^ 
nobody  is  better  prepared  for  the  Age  Of  Th 
Consumer  and,  as  consumers  make  life  hardt 
for  banks,  we  can  apply  the  solutions  necessa? 
for  banks  to  make  life  easier  for  consumers. 

One  way  in  which  our  expertise  will  grow 
at  the  NCR  Financial  Services  Knowledge  La 
in  London.  It's  a  dedicated  research  facilit 
where,  along  with  our  customers  and  oth< 
commercial  and  academic  partners,  we  wi 
constantly  develop  new  insights  into  the  hearts  an 
minds  of  financial  consumers. 

To  tilt  the  balance  in  your  favor,  email  us  a 
banking.solutions@unitedkingdom.ncr.com  or  vis 
our  web  site:  http://ncr.knowledgelab.com 
NCR.  Banking  Solutions  in  the  Age  Of  The  Consume 


The  button-down  attitude  was  fine  in  the  mainframe  world,  but  now  the  computing  world  has  rapidly 
expanded.  With  thousands  ol  PCs  and  servers,  today's  IT  environment  demands  more  flexibility,  and  more 
rapid  response,  from  you  and  vour  suppliers. 

Call  Vanstar,  the  distributed  computing  experts.  We  offer  the  life  cycle  services  you  need  to  manage  your 
IT  growth:  consulting  and  design,  network  planning,  integration,  procurement,  financing,  installation,  and 
deskside  support. 

With  Vanstar,  you  choose  as  much,  or  as  little,  of  otir  expertise  as  you  need.  That's  why  hundreds  of  Fortune 
1000  companies  have  selected  us  to  support  their  distributed  computing  environments. 

Please  visit  us  at  www.vanstar.com/nostarcli  or  call  us  at  1-800-994-2345  to  learn  more.  You'll  get  the 
expertise  and  discipline  you  need,  without  the  attitude. 


VST 

N  S 


^anstar 

W      Thc  Technology  Services  Company 

Visit  our  web  site:  www.vanstar.com/nostarch 


IVashington  Outlook  


f  OWEN  ULLMANN 


VHAT  CLINTON  HAS  TO  FEAR 
'ROM  A  LANDSLIDE 


f  the  polls  are  right,  Bill  Clinton  will  bask  in  a  glorious  re- 
election romp  on  Nov.  5.  But  if  history  is  any  guide,  he'd 
better  savor  the  moment — the  next  four  years  may  be 
downhill.  "If  Clinton  were  a  stock,  I'd  sell  on  Nov.  4,"  says 
:publican  pundit  William  Kristol. 

Soui-  grapes?  Perhaps.  But  there's  no  question  that  a  second- 
-m  curse  smites  most  winning  incumbents.  The  common  de- 
minator:  hubris,  which  leads  reelected  leaders  to  overreach 
d  misread  then-  mandates.  The  woes  are  usually  compound- 
by  heavy  losses  for  the  President's  party  in  the  subse- 
ent  congressional  midterm  elections — 40  House  seats  and  7 
nate  seats  on  average  since  1938. 
Precedents  range  from  the  sharp 
cklash  over  Franklin  D.  Roosevelt's 
ive  to  pack  the  Supreme  Court  to 
chard  M.  Nixon's  downfall  over  Wa- 
*gate  to  the  hobbling  of  Ronald  Rea- 
n's  White  House  by  the  Iran-contra 
mdal.  "The  danger  of  arrogance  is 
eatest  when  you  have  a  not-too-pop- 
ir  President  who  wins  a  landslide  due 
a  weak  opponent,"  says  Princeton 
riversity  political  scientist  Fred  I. 
eenstein,  who  notes  parallels  between 
xon's  and  Clinton's  scandal-ridden  re- 
action bids.  Reform  Party  champion  ~ 
>ss  Perot  predicts  that  Clinton  is  heading  for  "a  Watergate 
'  that  could  paralyze  his  Presidency. 
'OSE  ENDS.  The  President  and  First  Lady  Hillary  Rod- 
in Clinton  do  seem  vulnerable  on  the  ethics  front.  Special 
osecutor  Kenneth  W.  Stan-  is  pursuing  irregularities  in- 
lving  the  Clintons'  Arkansas  land  deals,  the  filing  of  White 
>use  travel-office  employees,  and  the  collection  of  900  Fed- 
al  Bureau  of  Investigation  files  on  Republicans.  Now,  the 
intonites  face  a  new  furor  over  suspicious  contributions 
>m  foreign  donors.  Frets  one  Presidential  adviser:  "There 
e  too  many  things  hanging  out  there." 


CLINTON:  Arrogance  is  the  biggest  dange 


If  Republicans  retain  control  of  Congress,  look  for  a  nev 
probe  of  Democratic  fund-raising,  more  inquiries  into  Filegate 
and  hearings  on  unproven  GOP  claims  that  "Big  Labor"  fun 
neled  illegal  cash  to  Democratic  congressional  candidates 
"Given  how  upset  Republicans  are  that  ethics  charges  didn' 
resonate  in  the  campaign,"  says  Republican  pollster  Bil 
Mclnturff,  "they'll  want  to  continue  these  inquiries  for  the  du 
ration."  Bush  White  House  counsel  C.  Boyden  Gray  figure 
that  if  the  gop  hangs  on  and  pushes  forward  with  massive  in 
vestigations,  "Clinton  will  be  debilitated." 

It's  not  just  scandal  that  could  bedevil  the  President.  Th< 
economy's  six-year  streak  without  a  re 
cession  can't  go  on  forever.  "This  is  al 
ready  the  third-longest  expansion  oi 
record,  so  the  odds  favor  a  slump  befon 
2000,"  says  DRi/McGraw-Hill  economis 
David  A.  Wyss.  Even  some  Aclministra 
tion  officials  privately  agree.  Says  one 
'We're  due  for  some  [economic]  bad  news 
We  haven't  cured  the  business  cycle." 

Then  there  are  foreign-policy  traps:  : 
fragile  truce  in  Bosnia,  rising  Mideas 
tensions,  and  Russia's  shaky  democrati 
reforms.  Any  could  blow  up  into  a  sec 
ond-term  crisis  to  confound  the  Presi 
dent.  Says  one  Dole  campaign  officia 
"About  the  only  consolation  I  have  over  losing  the  election  i 
thinking  about  how  dreadful  a  second  Clinton  term  will  be." 

Of  course,  catastrophe  isn't  preordained.  Clinton  is  a  maste 
pol  who  has  bounced  back  from  the  blink  many  times.  But  sine 
humility  isn't  exactly  a  hallmark  of  Clinton  &  Co.,  he'll  have  t 
be  extra  nimble  to  avoid  the  historical  pitfalls  that  lie  in  wait  fo 
two-time  victors.  "I  worry,"  cautions  W.  Bowman  Cutter, 
former  top  Clinton  economic  official.  "The  White  House  peopl 
are  going  to  win  much  bigger  than  they  ever  thought  possible 
A  new  burst  of  airoganee  could  destroy  them." 

With  Lee  Walcza, 


CAPITAL  WRAPUP 


WHITE  HOUSE  MUSICAL  CHAIRS 

►  A  new  favorite  has  emerged  in  the 
>ehind-the-scenes  race  to  become 
'resident  Clinton's  Chief  of  Staff  in  a 
>resumed  second  term:  Deputy 
National  Security  Adviser  Samuel  R. 
Berger,  a  longtime  Clinton  associate. 
The  President's  personal  preference: 
lis  buddy,  ex-deputy  staff  chief  Ersk- 
ne  B.  Bowles.  The  North  Carolina 
nvestment  manager  would  impose 
>rder  on  rambunctious  White  House 
tides.  But  Bowles  has  family  and  busi- 
less  commitments  that  may  keep  him 


from  taking  the  job  being  vacated 
after  the  election  by  Leon  E.  Panetta. 
Commerce  Secretary  Mickey  Kantor 
is  another  contender  for  the  post,  but 
he's  also  interested  in  replacing  Attor- 
ney General  Janet  Reno,  who  has  nev- 
er been  a  Clinton  favorite. 

Labor  Secretary  Robert  B.  Reich, 
long  expected  to  return  to  academe,  is 
said  to  be  angling  to  head  the  National 
Economic  Council,  a  job  he  coveted 
dming  the  first  Clinton  term.  But 
White  House  officials  say  his  liberalism 
makes  him  a  long  shot  for  the  post.  In 
the  end,  Reich  may  stay  where  he  is. 


SPACE  STATION  BLUES 

►  Scientists'  fears  that  space-station 
construction-cost  overruns  would  eat 
into  money  for  the  station's  research 
projects  have  come  true.  To  keep  the 
$17  billion  project  within  the  $2.1  bil- 
lion annual  spending  limit  set  by  Con- 
gress, NASA  has  had  to  slash  the  $500 
million  budget  for  biology  research  by 
30%.  The  irony:  Understanding  how 
life  reacts  in  low  gravity,  a  prerequi- 
site for  manned  interplanetary  travel, 
is  the  main  scientific  justification  for 
building  the  mega-station. 
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NOAH  AND  ITS  MASCOT: 
AFFLUENT  FAMILIES  ARE 
SNAPPING  UP  MINIVANS 


IAPAN 


TOYOTA: 

THE  LION  AWAKENS 


With  its  Noah  minivan  and 
other  launches,  the  auto 
maker  goes  after  market 
share  it  lost  in  Japan 

■  t's  a  dramatic  change.  On  Oct.  23, 
I  under  a  swirl  of  spotlights  and  with 
I  thumping  disco  music  in  the  back- 
I  ground,  Toyota  Motor  Corp.  unveiled 
a  new  minivan  to  the  Japanese  market. 
Christened  the  Noah,  it's  a  major  re- 
make of  an  older,  no-nonsense  van  once 
favored  by  Japanese  electricians,  car- 
penters, and  plumbers.  The  new  Noah  is 
designed  to  carry  busy,  affluent  fami- 
lies on  weekend  trips  and  vacations. 
The  front  doorstep  has  been  lowered 
so  owners  no  longer  hike  up  like  truck 


drivers  to  the  front  seat.  And  to  im- 
prove the  vehicle's  looks,  the  engine  has 
been  pushed  out  in  front,  giving  the  car 
a  nose.  In  a  bit  of  whimsy,  Toyota  ads 
feature  a  cartoon  family  of  tapirs,  long- 
nosed  pig-like  animals. 

Noah's  mascots  may  be  cute  and  fun- 
ny, but  they  are  also  part  of  a  deadly 
serious  effort  by  Toyota.  The  giant  car- 
maker is  facing  a  double  humiliation  at 
home.  First,  there's  a  real  chance  that  in 
1996,  Toyota's  market  share  in  Japan 
will  drop  below  40%  for  the  first  time  in 
15  years.  Just  as  embarrassing,  the  one 
carmaker  most  responsible  for  this  set- 
back is  Honda  Motor  Corp.,  a  company 
one-third  Toyota's  size.  Honda  has  only 
13%  of  the  market  in  Japan,  but  its 
sales  there  have  grown  20%  this  year. 
While  Toyota  has  misjudged  the  changes 


in  consumer  preferences  at  home,  Hoi 
da  has  been  scoring  big  with  minivarl 
and  other  vehicles  the  Japanese  ai| 
snapping  up. 

Toyota  is  finally  responding  to  t\\ 
Honda  threat  with  a  whole  fleet  of  ne[ 
launches  and  makeovers  involving  l| 
different  models  (table).  The  drop  i| 
market  share  has  Toyota  executives  oil 
sessing  about  the  fate  of  General  Motoil 
Corp.  in  the  U.  S.  gm  now  holds  lesl 
than  32%  of  its  home  market,  but  il 
the  1970s  it  owned  almost  half.  Thatl 
the  kind  of  shrinkage  Toyota  vows  t| 
avoid  at  any  cost.  Says  Kanji  KuriokJ 
executive  vice-president  for  the  domefl 
tic  market:  "Once  market  share  starts  tl 
drop,  it  keeps  on  dropping,  so  we  war| 
to  be  stubborn  about  this  40%." 

Toyota  is  nowhere  near  the  critic;! 
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ndition  that  gm  slipped  into  years  ago. 
ie  Japanese  giant  has  $23  billion  in 
sh,  and  it  is  flush  with  new  windfall 
ofits  from  the  decline  of  the  yen.  But 
yota's  managers  know  they  miscalcu- 
ed  in  Japan,  and  they  don't  want  to 
peat  their  mistakes.  What's  more,  if 
is  flurry  of  launches  produces  some 
nous  hits,  Toyota  can  export  the  whi- 
rs to  overseas  markets  or  make  them 
offshore  plants.  Its  RAV4  sport  utility, 
•  example,  was  launched  in  1994  and 
ached  the  U.  S.  this  year. 
ARPET  BOMBING."  First,  though,  To- 
la has  to  grab  back  some  of  the  share 
at  Honda  stole.  Around  1991,  Japan's 
ddle-class  families  began  to  turn  more 
minivans,  station  wagons,  and  sport 
ilities,  all  called  "recreational  vehi- 
•s,"  or  rvs,  in  Japan.  In  the  past  two 
ars,  Honda  has  launched  one  hit  prod- 
t  after  another  for  this  new  market. 
;  best-sellers  include  the  Ody- 
5y  minivan  and  CR-v,  a  small 
ort  utility  built  to  rival  the 
V4.  These  moves  give  Honda  a 
lid  hold  in  a  segment  that  now 
ikes  up  30%  of  passenger-car 
les  in  Japan. 

Toyota,  on  the  other  hand,  is 
lying  catch-up.  "We  didn't  read 
e  market  changes,"  admits  Ku- 
ika.  "We  put  too  much  emphasis 
sedans."  And  Honda  isn't  the 
ly  thorn  in  Toyota's  side.  Mit- 
bishi  Motor  Corp.  and  Nis 
n    Motor    Co.  also 
ought  hot-selling 
ort  utilities 
d  vans  to 
e  market. 

m  u.  s. 

d  Euro- 
an  imports 
ve  nibbled  away 
Toyota  and  won  5%  of  the  market. 
Toyota  has  mounted  a  powerful  coun- 
rattack.  In  May,  it  revealed  its  answer 
the  Odyssey:  a  $17,000  small  minivan 
lied  the  Ipsum  that  the  company 
shed  out  in  a  record  18  months.  Stay- 
er, one  step  ahead  in  the  minivan  cate- 
>ry,  Honda  launched  its  $16,000  Step 


wgn,  which  is  larger  than  the  Odyssey 
and  the  Ipsum.  But  this  year,  Toyota  is 
slightly  ahead  in  this  category,  selling 
55,524  Ipsums  to  Honda's  41,248  Step 
wgns  through  September.  Toyota  is 
banking  on  the  Noah  to  add  to  the  Ip- 
sum's  success. 

Despite  the  flurry  of  rv  launches,  nei- 
ther company  is  abandoning  the  rest  of 
the  market.  Honda  has  broadened  its 
lineup  with  the  brand-new  midsize  In- 
tegra sedan  and  the  Logo  subcompact, 
Six  of  Toyota's  new  cars  this  year 
were  sedans,  mostly  remodelings 
rather  than  entirely  new  ve 
hides.  The  Corona  com- 
pact got  a  new  look 
and  a  new  name:  Pre- 
mio.  The  comfortable 
Mark  II  sedan  has 
sold  66,336  through 
September.  Factory 


Toyota  is  also  spending  big  on  pro 
motions  and  marketing.  To  secure  a  40% 
market  share  for  the  year,  Toyota  wil 
have  to  get  at  least  a  45%  share  in  th< 
final  three  months,  a  feat  it  has  rareh 
achieved.  But  the  company  sure  is  try 
ing.  Already,  competitors  and  analyst: 
are  calling  Toyota's  advertising  blitz  ■< 
"carpet-bombing  campaign."  On  televi 
sion,  hardly  a  commercial  break  goes 
by  without  a  Toyota  pitch.  In  Septem 


UPHILL  CLIMB 


Toyota  is  spending  big  on 
ads  and  incentives,  but 
getting  back  its  40%  share 
in  '96  could  be  tough  going 


THE  WINDOM:  LIGHTER, 
WITH  VOICE  NAVIGATION 

workers  are  earning  overtime  to  keep 
up  with  demand  for  the  $30,000  remod- 
eled Windom,  which  is  the  Lexus  ES300 
in  the  U.  S.  Launched  in  August,  the 
new  Windom  is  104  pounds  lighter  and 
comes  with  such  bells  and  whistles  as  a 
voice  navigation  system. 


;j  To  Stop  Its  Slide  Toyota  Is  Rushing  Out  New  Models 


,1  48 

i 


TOYOTA'S  SHARE  OF 
JAPAN  AUTO  MARKET 

'    44         —  EXCLUDES  MINORS 


'91  '92 
▲  PERCENT 


'93 


'94      '95  '96* 
"THROUGH  SEPT 


VEHICLE 

PRICE 

NOAH 

Reworked  van  for  the  family  market 

$18,391 

PRADO 

Offshoot  of  classic  Land  Cruiser 

25,217 

CHASER 

Sporty  four-door  for  younger  buyers 

19,913 

WINDOM 

Latest  in  luxury;  like  updated  Lexus  in  U.S. 

30,086 

IPSUM 

Answer  to  Honda's  Odyssey  minivan 

16,696 

MARK  II 

Well-appointed  sedan 

20,434 

DATA.  COMPANY  REPORTS 


DATA  COMPANY  REPORTS,  BUSINESS  WEEK 


THE  IPSUM:  EDGING 
HONDA'S  STEP  WGN 

ber,  the  company  spent  more  than  $i 
million  a  day  marketing  its  cars.  Ku 
rioka  says  the  company  is  willing  t< 
spend  as  much  as  $1  billion  to  $2  billioi 
a  year  in  advertising  and  incentives  ti 
consumers  and  dealers. 
WISE  TACTICS?  Toyota  is  going  to  fur 
ther  extremes  to  keep  the  home  fire 
burning.  The  company  has  even  slowec 
shipments  of  the  new  Lexus  ES300  t< 
the  U.S.  to  keep  Japanese  dealer 
stocked  with  the  Windom.  That  wil 
leave  Toyota  dealers  in  the  U.  S.  just  1! 
days'  supply  of  the  new  Lexus  model,  i 
week  less  than  average  for  Toyota 
"We're  struggling  to  keep  up  with  de 
mand,  but  for  now  it's  more  importan 
to  get  sales  in  our  domestic  market, 
says  Kazushi  Iwatsuki,  a  Toyota  directo 
who  oversees  domestic  marketing. 

Some  observers  wonder  how  wisi 
Toyota's  tactics  are.  "It's  just  machi 
bulls-t,"  says  one  analyst,  noting  tha 
gm's  profits  have  improved  since  it  go 
over  its  obsession  with  market  share. 

Toyota  execs  don't  see  it  that  way  an< 
probably  never  will.  "We're  not  givinj 
100%  yet,"  says  Toyot 
President  Hiroshi  Oku 
da.  "Our  efforts  will  ac 
celerate."  Toyota  is  a  gi 
ant  with  vast  resources 
but  it  also  has  a  lot  fc 
lose  if  it  keeps  misjudg 
ing  the  market.  It  won' 
easily  suffer  the  defea 
of  a  permanent  loss  o 
market  share.  Watch  fo 
Toyota's  attack  on  its  dc 
mestic  rivals  to  contiri 
ue  unabated. 

By  Edith  Updik 
in  Toky 
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TRADE 


DETROIT  IS  GETTING 
SIDESWIPED  BY  THE  YEN 

Japan's  carmakers  have  cut  prices-and  could  go  even  lower 


■  n  late  1993.  the  Big  Three  auto  mak- 
I  ers  were  reveling  in  an  average  price 
I  advantage  of  $3,000  per  car  over 
Japanese  models.  The  rising  yen  was 
well  on  its  way  to  a  mid-1995  peak  near 
SO.  and  Japanese  carmakers  were  facing 
big  losses  in  the  U.  S.  as  a  result. 

Now.  it's  payback  time.  The  yen  has 
plummeted  to  114  per  dollar,  and  econ- 
omists say  that  it  could  sink  as  low  as 
130.  Detroit's  price  advantage  is  rapidly 
evaporating,  just  as  consumers  are  wor- 
rying more  about  the  affordability  of 
new  cars  and  economists  are  fretting 
that  auto  sales  are  in  danger  of  a  slump. 
Worse  still  from  Detroit's  standpoint. 
Toyota  Motor  Corp.  and  Honda  Motor 
Co.  dramatically  improved  efficiency 
costs  while  the  yen  was  strong,  design- 
ing models  so  they  could  be  profitable 
even  at  80  or  85  yen  to  the  dollar.  When 
it  comes  to  cutting  product  costs,  says 
Deloitte  &  Touche  auto  consultant  Ran- 
dall Miller,  "the  Japanese  have  a  two-  to 
three-year  head  start  on  the  Big  Three." 
MILD  IMPACT.  Will  a  weaker  yen  send 
Detroit  into  a  fatal  skid?  Hardly.  U.  S. 
auto  makei-s  are  more  efficient  and  their 
cars  are  much  better  than  a  decade  ago. 
And  since  Japan  has  transplanted  more 
manufacturing  to  U.  S.  soil,  the  yen-dol- 
lar gyrations  won't  have  as  sharp  an 
impact  as  they  once  did.  Last  year,  just 


51 


1.2  million  vehicles  were  shipped  to  the 
U.  S.  from  Japan  vs.  3.4  million  a  decade 
ago. 

Still.  Japanese  car  companies  have 
cut  prices  by  1.1%  for  the  1997  model 
year  while  Detroit  has  hiked  them  2.8% 
on  average,  calculates  auto  consultant 
Susan  Jacobs,  president  of  Jacobs  &  As- 
sociates in  Rutherford.  N.J.  Analysts 
say  lower  prices  could  start  to  nudge 
Japan's  U.  S.  car  market  share  up  from 


The  Big  Three  have 
taken  their  case  to 
Washington.  Will  it  fall 
on  deaf  ears? 


its  longtime  level  of  30%.  Says  Ford 
Motor  Chairman  Alexander  J.  Trot- 
man:  "The  Japanese  pricing  has  been 
quite  challenging,  and  that  certainly 
does  increase  the  competitive  heat." 

Japan's  strength  shows  especially 
with  new  models  engineered  during  the 
strong-yen,  slash-costs  era.  Toyota's  1997 
Camry  family  sedan,  built  in  George- 
town. Ky.  is  priced  $550  to  $1,750  below 
comparably  equipped  1996  models.  And 


HELLO  HONDA 

Lower  prices 
could  nudge 
Japan's  U.S. 
market  share  up 
from  30% 


exj 
lu>- 
eh  i 

a 

lot- 


the    new  Le 
ES300  low-end  1 
ry  sedan,  which 
imported  fr 
Japan,  is  priced 
$30,395,  $2,500  lo 
er  than  the  moJ 
it  replaces. 
Detroit  is  vo 
ing  to  fight  back.  Already,  General  IV! 
tors  Corp.  and  Ford  are  using  more 
bates  and  other  financing  incentives 
lower  prices.  For  the  long  term 
troit  is  pushing  to  design  lower-c 
cars.  The  Big  Three  have  also  been  1 
bying  the  Clinton  Administration, 
troit  is  irate  that  Washington  isn't  d 
couraging  Japanese  bank  interventii 
to  weaken  the  yen.  especially  sinj 
those  moves  undermine  U.  S.  auto  mal 
ers'  hopes  of  making  inroads  in  Jap4 
"There  isn't  any  question  that  it  erodj 
our  competitiveness  to  export,  and  thl 
it  costs  American  jobs,"  says  Chrysll 
Corp.  Chairman  Robert  J.  Eaton.  B| 
with  Big  Three  profits  running  higj 
their  protests  seem  to  fall  on  deaf  eaj 
To  the  Japanese,  Detroit's  complain! 
have  crybaby  overtones.  Says  Richal 
D.  Recchia.  executive  vice-president  I 
Mitsubishi  Motor  Sales  of  America  Inl 
"Any  time  there's  any  little  blip  in  hi 
torical  patterns  in  the  automobile  il 
dustry.  the  Big  Three  say  that  the  yJ 
is  the  cause  of  the  problem." 
GLOBAL  EXPANSION.  Still,  there's  ]| 
denying  that  the  weaker  yen  is  a  pro 
windfall  for  Japanese  auto  maker: 
move  from  95  to  115  yen  to  the  doll 
translates  into  more  than  $6  billion 
additional  operating  income  for  Japai 
auto,  makers,  according  to  Christoph 
Redl,  an  analyst  with  ing  Barings  Lt 
Flush  with  this  cash.  Toyota  and  Hon< 
are  raising  spending  on  product  dev< 
opment  from  about  b%  of  sales 
around  6%. 

Japan  is  also  using  that  money 
fund  international  expansion,  such  i 
Toyota's  new  $700  million  pickup  tru 
plant  in  Princeton.  Ind.  Nissan  Mot 
Co.  on  Oct.  22  announced  plans  to  mo' 
assembly  of  its  Sentra  small  car  to  ; 
underutilized  Mexican  plant  from  Smy 
na.  Tenn..  clearing  the  way  for  Smyn 
to  build  a  new  vehicle,  probably  a  spo 
utility.  The  move  will  boost  Non 
American  annual  production  by  near 
150.000  units  over  the  next  three  yeai 
Nissan  says.  No  doubt  that's  a  scai 
prospect  for  Detroit.  But  at  least  Nisss 
and  Toyota  will  not  be  making  tho: 
vehicles  in  Japan.  The  way  the  yen  h 
been  going,  that's  a  plus  for  Detroit. 

By  Kathleen  Kerwin  in  Detroit,  wi 
bureau  reports 
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International  Business 


BRITAIN 


DRAWING 
A  BEAD  ON 
BSkyB 

Regulators  and  rivals  are 
griping  about  its  dominance 

■  n  just  two  years,  satellite  broadcaster 

■  British  Sky  Broadcasting  Group  PLC 

■  has  taken  the  telly  by  storm.  As  view- 
ers flock  to  sign  up  for  its  soccer  games 
ind  movies.  BSkyB  revenues  and  profits 
have  zoomed,  and  the  stock  has  more 
:han  doubled  since  its  global  offering  at 
the  end  of  1994.  Already  dominant  in 
British  television,  the  company  is  prepar- 
ing to  cement  its  lead  by  introducing 
digital  tv  next  year.  It  is  also  taking  on 
he  Continent  through  a  linkup  with  Ger- 
man media  baron  Leo  Kirch. 

But  the  media  steamroller  is  suddenly 
nitting  speed  bumps.  Regulators  and  com- 
petitors in  Britain  and  across  the  Channel 
ire  growing  alarmed  at  what  they  con- 
sider overly  aggressive  business  prac- 
tices. Rupert  Murdoch's  Sydney-based 
News  Corp.'s  effort  to  raise  SI  billion 
backed  by  its  40%  stake  in  BSkyB  has 
:aused  a  hiccup  in  the  stock  price.  And 
:hough  Murdoch  and  Labor  leader  Tony 
Blair  are  pals  now.  a  victorious  Labor 
jovernment  after  next  May's  likely  elec- 
:ion  might  challenge  BSkyB's  supremacy, 
riot  to  mention  its  favorable  tax  status. 
viovie  pipeline.  BSkyB's  influence  is 
indeed  formidable.  Under  Chief  Execu- 
tive Sam  Chisholm.  a  bluff  New  Zealan- 
ier.  Sky  has  used  satellite  and  other 
[echnology  to  follow  the  Murdoch  for- 
mula of  giving  viewers  what  they  want: 
sports  and  films.  Sky  has  a  near  lock  on 
British  television  premieres  of  Holly- 
wood blockbusters.  It  also  dominates 
sports  programming,  especial- 
ly in  Europe's  top  spectator 
sport,  soccer.  Sky  recently  ex- 
tended its  exclusive  rights  to 
broadcast  English  Premier 
League  games  with  a  four-year. 
5998  million  deal.  Other  broad- 
casters are  mostly  reduced  to 
showing  highlights. 

Now.  Sky  is  pioneering  pay- 
per-view.  Last  March.  650.000 
viewers  bought  its  broadcast  of 
the  Mike  Tyson-Frank  Bruno 
boxing  match.  Britain's  first  pay- 


MURDOCH:  His  truce  with  the  Labor  Party  could  shatter  after  an  election 


per-view  event.  "Murdoch  has  sewn  up 
the  market."  says  Derek  Terrington.  a  me- 
dia analyst  at  brokerage  Teather  &  Green- 
wood. Its  boldness  has  been  richly  re- 
warded. For  the  year  ended  in  June.  1996. 
net  profits  were  up  some  70%,  to  S376 
million,  on  revenues  of  $1.6  billion  At  816.5 
billion.  BSkyB's  market  capitalization 
dwarfs  the  $6.9  billion  of  venerable  media 
conglomerate  Pearson. 

Nor  has  the  empu^e-building  stopped. 
Sky  is  funding  a  risky  and  expensive  for- 
ay into  digital  television  that  would  ex- 
pand the  roughly  40  channels  it  now  of- 
fers to  200.  It  is  also  moving  to  fill  the  big 
hole  in  Murdoch's  global  media  cover- 
age— Continental  Europe.  Earlier  this 
year.  Sky  struck  a  deal  to  take  a  49^ 
stake  in  DF1.  the  Kirch  Group's  German 


digital  TV  startup.  The  venture  is  said 
be  moving  slowly,  but  if  it  clicks,  it  v  : 
give  Sky  a  foothold  in  Europe's  riehe  j 
media  market. 

No  wonder  Sky  and  Murdoch  are  c  ii 
jects  of  fear  and  loathing  among  co: 
petitors  and  the  publications  outside  Mi  - 
doch's  media  stable.  "Within  a  few  yea 
the  whole  of  British  broadcasting  will 
under  [Murdoch's]  control."  warned  a  i 
cent  commentary  in  the  Independe 
newspaper.  According  to  the  regulato  i  ■ 
Independent  Television  Commission.  Sk  ki 
share  of  the  British  TV  market  was  or 
43%  in  1995.  But  it  held  an  S9Cf  share 
the  subscription  tv  market,  where  t 
money  is.  Subscribers  to  Sky's  satelli 
and  cable  services  grew  by  900.000.  to 
million,  in  the  1996  fiscal  year. 


BSkyB  HAS 
GROWING  SALES. 


..AND  RISING 
PROFITS... 


...BUT  ITS  SHARES 
HAVE  DIPPED 
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The  industry's  next  big  worry  is  the 
coder  boxes  being  ordered  for  Sky's 
rital  service.  If  these  boxes  are  built  to 
oprietary  standards,  Labor  fears,  view- 
5  won't  be  able  to  receive  any  non- 
;y  digital  programming. 
But  Labor  must  tread  cautiously  when 
aling  with  Sky  and  other  Murdoch  in- 
vests. Murdoch  newspapers,  espeeial- 
the  tabloid  The  Sun,  are  widely  cred- 
•d  with  swinging  the  last  general 
iction,  in  1992,  to  the  Tories.  Blair  has 
ne  all-out  to  court  Murdoch's  favor — 
en  flying  to  a  1995  conference  of  Mur- 
ch  managers  in  Australia.  The  Sun, 
turn,  gushed  over  Blair's  address  to 
is  fall's  Labor  Party  conference  at 
ackpool.  "Speech  of  his  life  enough  to 
n  power,"  read  one  headline. 
Yet  the  truce  could  shatter  quickly 
er  a  Labor  win.  The  party  might  pun- 
i  the  media  baron  who  has  been  in- 
umental  in  keeping  the  Tories  in  pow- 

for  the  past  17  years.  Labor  could 
nse  the  Broadcasting  Act,  and  Sky  is 
o  vulnerable  on  taxes.  As  a  satellite 
oadcaster,  it's  exempt  from  the  sub- 
intial  taxes  levied  on  terrestial  broad- 
sters.  Some  rivals  have  been  lobby- 
j  for  all  British  broadcasters  to  be 
<ed  the  same.  Nick  Ward,  an  analyst 
Credit  Lyonnais  Laing,  calculates  that 
:h  treatment  would  have  chopped  $200 
llion  off  Sky's  profits  this  yeai\ 
Regulators,  too,  are  increasingly  ques- 
ning  Sky's  Bigfoot  status.  On  Oct.  22, 
itain's  Director  General  of  Commu- 
:ations,  Don  Cruikshank,  scotched  a 
omotional  tie-in  between  Sky  and 
one  giant  British  Telecommunications, 
ling  it  "discriminatory."  And  Britain's 
fice  of  Fair  Trading  is  mediating  be- 
een  Sky  and  cable  operators,  who  al- 
je  that  Sky  is  using  its  dominant  po- 
ion  to  gouge  them  for  programming. 
Such  regulatory  challenges  are  in 
rt  why  Sky  shares  have  fallen  14% 
ice  Oct.  21  (chart).  Another  reason  is 
ardoeh's  effort  to  raise  $1  billion  for 
;  News  Corp.  parent  company.  The 
eferred  securities  would  be 
changeable,  after  a  period  of  years, 
•  BSkyB  shares.  Skeptical  investors 
mped  Sky  stock  in  part  because 
jy  thought  Murdoch  was  betting  that 
3  shares  had  hit  a  peak.  "If  Murdoch 
ints  to  sell  something,  do  you 
int  to  buy  it?"  says  one  analyst. 
Disgruntled  shareholders  alone  are 
t  about  to  curb  Murdoch's  ambition, 
it  the  rising  chorus  of  criticism  from 
^ulators,  plus  the  potential  threat  of  a 
;s  friendly  new  government,  could 
iw  BSkyB's  light-speed  momentum, 
though  Sky  still  looks  strong,  it  no 
lger  looks  all-powerful. 
By  Stanley  Reed,  with  Julia  Flynn, 

London,  and  David  Woodruff  in 
mn 


GERMANY 


SCORE  ONE  FOR  THE  BOAT-ROCKERS 
AT  DEUTSCHE  BANK 

CEO-to-be  Breuer  is  a  true  believer  in  transforming  the  bank 


Last  winter,  Rolf-Ernst  Breuer  con- 
fided to  friends  that  he  was  so  fed 
up  with  the  infighting  among  top 
managers  at  Deutsche  Bank  that  he 
was  thinking  about  leaving.  Instead,  the 
58-year-old  director's  career  just  took  a 
dramatic  turn  in  the  opposite  direction. 
On  Oct.  30,  the  bank  that  hired  Breuer 
as  an  apprentice  in  1956  announced  that 
he  will  take  over  when  chief  executive 
Hilmar  Kopper  retires  next  May. 

The  move  strengthens  Deutsehe's  ag- 
gressive push  into  global  investment 
banking.  It  also  shows  who  won  the  in- 
ternal tug-of-war  between  the  conserv- 
atives who  favor  an  old-fashioned  Ger- 
man management  style  and  those  who 
say  the  bank  needs  an  overhaul.  Breuer, 
who  became  chief  of  the  bank's  invest- 
ment and  trading  department  in  1974,  is 
one  of  the  main  architects  of  Deutsehe's 
global  investment  banking  strategy.  An 
affable,  plain-spoken  man,  he  is  expect- 


ed to  reinforce  the  trend  to  greater 
openness  at  Germany's  largest  bank. 
"We've  got  to  put  shareholders  at  the 
center  of  our  efforts  to  build  trans- 
parency," he  told  business  week  in  a 
recent  interview. 

Breuer's  ascension  was  greeted  with 
applause.  "The  investment  bankers  are 
happy  about  this,"  says  Frederick 
Haller,  head  of  emerging  markets  at  its 
London  subsidiary,  Deutsche  Morgan 
Grenfell.  Breuer  has  a  "clear  under- 
standing of  markets  deep  down  in  his 
bones."  Agrees  Richard  Phillips,  a  New 


York  investor  relations  consultant:  "Ii 
terms  of  mindset,  he's  the  right  man.' 
Investors  voted  their  confidence 
pushing  up  Deutsche  shares  the  day  o 
the  announcement. 

Breuer  has  proved  his  commitmen 
to  opening  up  German  capital  market: 
and  modernizing  its  banking  sector.  A 
Deutsche,  he  has  driven  the  bank's  re 
cent  hiring  binge,  a  strategy  designed  tx 
build  a  potent  investment  banking  busi 
ness  by  snaring  talent.  Now,  Breuer' 
task  is  making  the  massive  investmen 
in  people  and  new  equipment  pay  off. 
THE  BOOT.  Breuer  is  well  aware  o 
Deutsehe's  weaknesses.  For  instance,  thi 
bank  reacted  too  slowly  to  the  1980s  in 
vestment  boom.  "We  have  to  criticizi 
ourselves  for  not  having  the  foresigh 
five  or  six  years  ago  to  try  to  establish  ; 
globally  integrated  investment  bank,"  hi 
says.  When  scandal  rocked  Morgan  Gren 
fell  Asset  Management  Ltd.  this  fall 
Breuer  acted  fast 
INNOVATOR      Four  managers  go 

Breuer  has  led      the  boot- 

t-.         ,    ,        i      Deutsche  paid  $28 

Deutsche  s  push    mMm  t0  ^ver  pc 

to  make  itself  tential  losses  a 
a  global  two  funds 

investment  Breuer  is  als, 

concerned  abou 
banking  power  Germany's  com 
petitiveness  prob 
lems.  As  head  of  Deutsehe's  world 
wide  trading  activities  since  1985,  hi 
has  watched  Germany's  stock  market 
lag  sleepily  behind  London,  New  Yort 
and  Tokyo.  He  headed  a  decade-loni 
battle  to  wrest  power  from  the  coun 
try's  regional  exchanges  and  consoli 
date  trading  in  Frankfurt.  And  h 
pushed  big  investments  in  electroni 
equipment  to  process  sales.  Breue 
chairs  the  supervisory  board  o 
Deutsche  Borse,  which  runs  th 
Frankfurt  stock  market  and  the  fu 
tures  and  options  exchange. 

Since  the  new  ceo  is  only  three  year 
shy  of  mandatory  retirement  age,  th 
the  banker  who  will  complete  Deutsch 
Bank's  long-term  transformation  is  sti 
unknown.  But  with  so  many  successe 
under  Breuer's  belt,  it's  no  wonder 
demanding  new  job  found  him,  rathe 
than  vice-versa. 

By  David  Woodruff  in  Bonn,  wit, 
Bill  Javetski  in  Paris  and  Julia  Flyn 
in  London 
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RUSSIA 


MOSCOW'S  ECONOMIC 

Vladimir  Potanin  must  round  up  revenue  and  calm  investors 


In  the  two  months  since  he  took  office, 
First  Deputy  Prime  Minister  Vladi- 
mir 0.  Potanin  has  become  Russia's 
economic  crisis  manager.  Working  12 
lours  a  day,  the  35-year-old  former 
ranker  races  from  meetings  to  whee- 
lle  a  monthly  loan  from  the  Interna- 
tional Monetary  Fund  to  the  Duma  to 
lefend  his  austerity  budget  for  1997. 
Flying  to  Russia's  heartland,  he  pleads 
with  local  politicians  to  accept  lower 
subsidies.  All  the  while,  he  fields  calls 
rom  businesspeople  worried  about  Boris 
feltsin  and  the  impact  of  his  upcoming 
leart  surgery  on  the  markets. 

Cool  and  collected,  Potanin  shrugs  off 
my  worries  that  things  might  be  com- 
ng  unglued.  His  mission  is  straightfor- 
ward, he  told  business  week  in  an  in- 
terview on  Oct.  25  in  his  office  in 
Russia's  White  House.  Instead  of  play- 
ng  power*  politics,  he  is  taking  charge  of 
the  economy.  His  chief  task  is  to  find 
ways  to  keep  Russia  afloat.  Besides 
lealing  with  the  IMF  and  the  Duma, 
le's  pushing  hard  to  get  Russia's  big 
corporate  tax  cheats  to  pay  up  and 
)utting  teeth  into  bankruptcy  laws. 
'Cracking  down  fin  bankrupt  companies 
nakes  the  economy  healthier  and  en- 
tourages people  to  pay  taxes,"  he  says. 
:ONSENSUS.  Yeltsin's  decision  to  fire 
Alexander  Lebed  smooths  the  way  for 
Potanin.  Although  Lebed  was  respon- 
sible for  national  security,  his  efforts  to 
nfluence  economic  matters  spurred  dis- 
sension. Now  that  Lebed  is  out,  there  is 


a  consensus  at  the  top  on 
how  to  push  ahead  to  fix 
Russia's  economy.  Potanin, 
Prime  Minister  Viktor  Cher- 
nomyrdin, and  Yeltsin's  chief 
of  staff,  Anatoly  B.  Chubais, 
all  want  to  revamp  the  tax 
and  legal  systems,  bolster 
property  rights,  and  finish 
privatization. 

Tax  collection  is  Potanin's 
first  target.  Even  though  the 
government    has  slashed 
spending,  it  is  running  a 
deficit  of  3.9%  of  gross  do- 
mestic product.  The  betting 
is  that  further  cuts  could 
spark  social  unrest  or  mutiny 
in  the  military,  where  sol- 
diers earn  $10 'a  month.  The  exemptions  for 
only  option:  boost  tax  rev-  n;nir0i  mol/or 
enues.  At  80%,  Russia's  cor-  mCKei  "UKer 
porate  tax  rate  is  among  the  Norilsk  Nickel 
world's  highest,  but  few  pay 
in  full.   In  the  first  nine 
months  of  1996,  the  government  brought 
in  only  71%  of  anticipated  tax  revenue. 

Potanin's  solution  is  harsh:  threaten 
deadbeat  taxpayers  with  bankruptcy. 
Although  a  bankruptcy  law  has  been 
on  the  books  for  two  years,  companies 
rarely  go  out  of  business.  At  Potanin's 
urging,  the  government  launched  bank- 
ruptcy proceedings  against  four  compa- 
nies on  Oct.  29  for  failing  to  pay  at  least 
10%  of  their  current  tax  bills.  "Despite 
the  President's  illness,  we  have  the  po- 


TAXMAN 

Potanin  has  cut 
special 


(top) 


litical  will,"  Potanin  safe 
One  company,  truckmakr 
KamAZ,  agreed  to  pay  U\ 
es  after  the  governm 
took  it  to  court. 

In  his  quest  for  re 
enues,  Potanin  is  elimin;- 
ing  tax  exemptions,  t« 
He's  not  sparing  old  m 
lies — including  Norilfi 
Nickel,  which  is  controllE 
by  Oneximbank,  whe 
Potanin  was  president.  M 
ter  Oneximbank  back! 
Yeltsin's  reelection,  tl 
Russian  President  pro* 
ised  Norilsk  $1.2  billion  ■ 
tax  exemptions.  But  I 
the    time    Yeltsin  w| 
ready  to  sign  the  decrdfe 
Potanin  was  in  the  go!* 
ernment.   To   avoid  m 
voritism,  he  says,  he  cl 
more  than  $800  million  f 
the  benefits,  which  wotp 
have  wiped  out  NorilsB 
back  tax  bill.  "They  wei 
deleted   by   my  hancft 
Potanin  insists.  Now  1 1 
company  must  pay  up.  ) 
JUST  POLITICS.  Potanl 
professes  to  be  consciol 
of  conflicts  of  interesl 
"When  Yeltsin  proposij 
that  I  take  this  positiol 
I  explained  to  my  frienl 
not  to  lobby  me,"  he  sajl 
But  he  admits  that  ll 
keeps  in  close  contact  wil 
former  colleagues.  Ait 
with  privatization  almol 
complete,  the  next  big  * 
nancial  power  struggle  vM 
be  for  the  assets  of  ban 
nipt  companies.  Says  Di 
Damrau,  research  direct  ' : 
at  Moscow  bank  Renai  — . 
sance  Capital:  "Decidii 
which  companies  go  ban 
rupt  and  who  gets  to  bi 
their  assets  is  a  politic 
decision." 

The  Deputy  Prime  Mi 
ister  is  sure  to  come  u 
der  further  scrutiny  as  he  steers  Russ 
through  financial  crisis.  For  now,  Potan 
takes  as  a  vote  of  confidence  the  de 
sion  by  rating  agencies  to  give  Russia 
rating  just  under  investment  grade 
advance  of  its  planned  $1  billion  Eur 
bond  issue.  Raising  cash  on  the  glob 
markets  will  help  Potanin  fill  gapii 
holes  in  his  budget.  But  Russians  will  1 
watching  to  see  if  the  funds  go  to  we 
connected  companies  or  the  people. 

By  Patricia  Kranz  in  Moscc 
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Take  a  holiday  from  high  delivery  costs 


you're  sending  out  a  lot  of  packages  this  holiday,  switch 
Priority  Mail™  from  the  U.S.  Postal  Service  and  you  and  your 
jstomers  can  start  saving  today.  Priority  Mail  two-pound,  two- 
-three-day  packages  are  only  $3.  Two-day  FedEx  "  is  about 
12  and  UPS"  about  $6.  That  means  Priority  Mail  can  save  up  to 
)%  over  UPS  and  75%  over  FedEx.  So  your  customers  can 
)end  more  on  what  they  order,  and  less  on  delivery. 
And  Priority  Mail  can  take  your  packages  to  every  single 
idress  and  P.O.  Box  in  the  U.S.  FedEx  and  UPS  don't.  The  U.S. 


Postal  Service  offers  a  variety  of  special  gift  packages  and  us 
over  15,000  planes  and  200,000  trucks  — the  largest  deliv< 
fleet  in  the  world  —  to  make  sure  your  holiday  packages  am 
where  and  when  they  are  supposed  to. 

So?  Lower  costs?  Deliveries  everywhere?  What's  Yc 
Priority?  Give  your  busi- 
ness a  present.  Switch 
to  Priority  Mail  today. 
Call  1-800-THE-USPS. 


X)  """" 

I  - 

$12 

$6 

?3 

What's  Your  Priority? 


PRIORITY 
MAIL 

UNITED  STATES  POSTAL  SERVICE  tm 


ty  Mail  average  delivery  of  2-3  days  Price  comparisons  based  on  Priority  Mail  up  to  2  lbs.  vs.  2-lb  published  rates  tor  UPS  2nd  Day  Air*  from  $6  25  and  FedEx  2  Day1"  from  $1 1  50  Surcharge  lor  Priority  Mail  on-demand  pickup  ©1996  USPS 


MICROSOFT® 

LOTUS 

COMPATIBILITY 

EXCHANGE 

NOTES® 

Platforms 

Windows  95® 

Windows  95s 

Windows  NT  " 

Windows  NT" 

OS/2® 

Novell  Netware® 

IBM  AIX® 

Sun  Solaris™ 

HP-UX" 

SCO  Unix  " 

Apple  Macintosh® 

Digital  Alpha 

Source:  Microsoft  Website  and  Lotus  Website  8/12/96 


RETURN  ON  INVESTMENT 

MICROSOFT 
EXCHANGE 
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Initial  Outlay 

$763 

$547 

Admin.  Costs 

219 

214 

Time  Investment 

4,836 

3,991 

Total  Cost 

5,818 

4,752 

Annual  ROI 

123 

968 

Source:  Qualitative  Cost/Value  Analysis  of  Client/Server  Messaging, 
Creative  Networks  Inc.  5/23/96 
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A  BIGGER  AND  BETTER  NATO: 

WILL  CLINTON'S  PLAN  REALLY  WORK? 

■  n  a  landmark  speech  on  Oct.  22  that  ended  a  four-year-long 

■  debate  among  Western  allies,  President  Clinton  declared 
Bthat  nato  should  admit  new  members  by  1999.  So  when 
Western  leaders  hold  a  summit  next  summer,  they're  ex- 
pected to  invite  the  Czech  Republic,  Poland,  and  possibly 
Hungary  to  join  the  16-nation  nato — and  keep  open  the  door 
for  other  countries. 

But  if  the  broad  outlines  of  a  new  European  security  deal 
are  starting  to  take  shape,  the  finer  lines  are  still  to  be 
drawn.  The  U.  S.  and  its  allies  are  already  working  on  re- 
solving several  thorny  issues,  from  the  fate  of  countries  left 
out  to  crafting  Russia's  role  in  21st 
century  Europe. 

Many  experts  fear  that  a  mis- 
handled nato  expansion  could  bolster 
Russian  nationalists,  who  would  feel 
increasingly  isolated.  That  could  make 
Europe  less  secure,  not  more.  To  as- 
suage Russia,  the  allies  will  negotiate 
a  charter  giving  Moscow  the  right  to 
consult  on  a  wide  range  of  nato  op- 
erations. Secretary  of  State  Warren  BUUmttH^m 
M.  ( 'iiri-i ■  •! 'i.>T  says  the  accord  should 
include  joint  training  and  a  crisis-  mi^SSBKtM 
management  mechanism.  The  pact  LIKELY  TO  JOIN 
"must  show  Russians  that  we  are  ~ 
more  important  to  nato  than  some  of  the  small  countries 
that  might  join,"  says  Andrei  Kortunov  of  Moscow's  Russian 
Research  Center. 

POWER  VACUUM,  nato  also  may  pledge  tacitly  not  to  station 
troops  or  nuclear  weapons  closer  to  Russia's  borders  in  new 
member  states — something  nato  might  not  have  done  anyway. 
Says  Klaus  Naumann,  chairman  of  NATO's  military  committee  in 
Brussels:  "There's  no  reason  [for  Russia]  to  be  afraid  of  nato." 

Down  the  road,  the  Clintonites  are  worried  about  the 
power  vacuum  surrounding  countries  left  out  of  the  club. 
Latvia,  Lithuania,  and  Estonia  are  the  most  vulnerable  to 


ATI 


pressure  from  Moscow.  But  Russia  objects  to  including  th 
To  bridge  the  gap,  some  U.  S.  policymakers  suggest  t 
nato  beef  up  its  Partnership  for  Peace  program — a  kind 
nato  prep  school  involving  two  dozen  countries  in  joint 
erases,  nato  could,  for  instance,  open  up  more  committees 
military  liaison  officers  from  nonmember  countries.  "The  p 
occupation  with  who  is  in  and  who  is  out  would  disappe 
says  Charles  A.  Kupchan,  a  senior  fellow  at  the  Council 
Foreign  Relations. 

While  it's  dealing  with  external  questions,  the  Weste 
bloc  also  is  grappling  with  internal  frictions,  such  as  Franc 
demand  that  the  U.  S.  cede  control 
the  southern  command.  Washington 
opposed  because  the  command  ov< 
sees  the  U.S.  Sixth  Fleet.  But 
French  Defense  Ministry  spokesm 
says  if  the  U.  S.  doesn't  bud£ 
"France  will  stay  where  it  is"  inste 
of  playing,  as  planned,  a  military  r< 
in  nato. 

As  the  controversial  details  are  i 
solved,  the  Clintonites  must  find 
way  to  sell  NATO  expansion  at  hon 
While  the  price  tag  is  big — from  $ 
billion  to  $125  billion  through  2010 
~  the  Administration  will  argue  that 
to  90%  will  be  borne  by  European  countries.  On  top  of  th;  dg[ 
an  expanded  NATO  could  represent  a  lucrative  new  market  t  - 
U.  S.  arms  makers.  A  healthy  chunk  of  the  $52  billion  to 
spent  by  new  members  could  go  to  military  hardware.  U 
defense  contractors  such  as  Lockheed  Martin  Corp.  are 
ready  showing  off  their  wares  in  Warsaw  and  Prague. 

But  the  crucial  issues  are  diplomatic  and  strategic.  A: 
how  the  nations  involved  handle  the  challenges  ahead  will  pi 
vide  early  signs  of  just  how  secure  Europe's  new  milita 
map  will  be. 

By  Stmt  Crock 
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GLOBAL  WRAPUP 


EUROPEAN  SHARE  BUYBACKS 

►  In  another  bow  to  Anglo-Saxon 
business  practices  in  continental 
Europe,  Germany  and  France  are 
moving  to  tear  down  laws  that  pro- 
hibit companies  from  repurchasing 
their  own  shares.  Germany's  Justice 
Ministry  announced  in  late  October 
that  it  would  change  rules  on  the 
legality  of  share  buybacks  by  1998. 
In  France,  the  legislation  that  would 
permit  share  buybacks  will  be  pre- 
pared by  December. 

For  some  companies,  buybacks  are 


an  efficient  way  of  retiring  expensive 
equity  and  boosting  share  value  for 
existing  shareholders.  Some  50  Euro- 
pean companies,  primarily  British, 
have  announced  share  buybacks  worth 
about  $50  million  in  shares  in  the  past 
six  years,  estimates  J.  P.  Morgan  &  Co. 

ARNAULT'S  GAMBLE 

►  French  luxury  king  Bernard  Arnault 
may  have  found  a  bold  solution  to  one 
of  his  biggest  problems.  Sales  of  per- 
fumes and  luggage  from  his  lvmh- 
Moet  Hennessy  Louis  Vuitton  luxury 


goods  maker  have  slumped,  particular 
ly  in  key  Asian  markets.  So  on  Oct.  30 
the  company  agreed  to  acquire  a  58% 
stake  in  San  Francisco-based  dfs 
Group  Ltd.  for  $2.5  billion  in  cash.  Tht 
$3  billion  group,  the  world's  largest 
luxury  goods  distributor,  operates  a 
chain  of  duty-free  shops  and  is  partic- 
ularly strong  in  the  Asia-Pacific 
region.  Arnault  is  betting  that  the 
deal  will  bolster  lvmh's  sales,  which 
rose  just  0.4%  in  the  first  half  of  1996 
But  he  may  face  an  uphill  battle  at 
DFS,  where  some  large  shareholders 
are  disputing  the  sale. 
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ENERGIZER 

In  an  efficiency 
drive,  Tobias  cut 
4,000  jobs  and 
reorganized  its 
research  labs 


.ILLY  RIDES 

[  MOOD  ELEVATOR 

ider  CEO  Tobias,  new  drugs-and  earnings-look  promising 


hen  Randall  L.  Tobias,  then 
vice-chairman  at  AT&T,  was 
tapped  as  the  new  ceo  at  Eh 
Lilly  &  Co.  in  1993,  the  com- 
ly  was  in  one  of  the  darkest  periods  of 
120-year  history.  Lilly  was  suffering 
>s  in  its  product  pipeline  just  as  man- 
id  care  began  squeezing  drug  compa- 
s'  juicy  margins.  A  series  of  personal 
gedies  only  increased  Tobias'  burden. 
Slow,  Tobias — and  Lilly — seem  to  be 
urning  to  the  sunlight.  This  year,  Lil- 
has  impressed  investors 
h  three  new  drugs,  includ- 
Zyprexa,  a  schizophrenia 
ig  approved  in  October  that 
ilyst  Richard  Vietor  of  Mer- 
Lyneh  &  Co.  thinks  could 
sales  of  $1  billion  by  2000. 
ce  Tobias  took  over,  Lilly's 
t-adjusted  shares  have  risen 
My  200%,  to  about  69,  and 
tor  expects  1996  earnings 
jump  19%,  to  $1.45  billion, 
sales  up  8%,  to  $7.3  billion. 
It's  a  healthy  outcome  few 
uld  have  bet  on.  After  the 
laway  success  of  the  anti- 


depressant Prozac,  launched  in  1986,  Lil- 
ly's labs  went  cold.  Lilly's  other  big  drug, 
the  antibiotic  Ceclor,  went  off-patent  in 
1992.  And  a  $100  million  investment  in 
Centocor  Inc.,  a  Malvern  (Penn.)-based 
maker  of  an  anti-infective,  failed  when 
the  Food  &  Drag  Administration  didn't 
approve  the  ding.  Between  March,  1991, 
and  June,  1993,  the  company's  market 
value  dropped  by  an  astonishing  $11  bil- 
lion. "Lilly  had  too  few  eggs  in  too  few 
baskets,"  sniffs  a  portfolio  manager  at 
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one  institution  cur- 
rently holding  a 
large  stake  in  Lilly. 

In  June,  1993,  the 
board  ousted  then 
ceo  Vaughn  D.  Bry- 
son  in  favor  of  Lilly 
Director  Tobias,  now 
54,  the  first  industry 
outsider  to  run  the  company.  The  plain- 
spoken  telephone  executive  seemed  an 
odd  choice.  Yet  the  Indiana  native  won 
kudos  during  his  27  years  at  AT&T  for 
fixing  many  laggard  units  and  boosting 
its  presence  abroad.  Arriving  in  Indi- 
anapolis, Tobias  saw  a  company  adrift. 
"We  needed  a  sense  of  m-gency,"  he  says. 

Tobias'  challenge  was  compounded 
when  he  found  himself  facing  a  series  of 
personal  crises.  Within  a  year,  Tobias' 
mother  died,  he  developed  diabetes,  and 
Marilyn,  his  wife  of  28  years,  was  diag- 
nosed with  clinical  depression.  Like  mil- 
lions of  others,  she  was  prescribed 
Prozac.  But  Marilyn  was  one  of  the  ap- 
proximately 30%  of  users  who  don't  im- 
prove when  given  Prozac's  class  of  dings. 
In  May,  1994,  she  took  her  own  life.  "I 
wish  she  had  been  one  of  those  people 
who  had  responded  immediately,"  Tobias 
says  quietly.  "That's  why  we're  spend- 
ing over  $1  billion  a  year  in  research 
and  development.  We  don't  know  all  the 
answers — and  we  need  to  keep  going." 
TEAM  APPROACH.  That's  exactly  what 
Tobias  did.  In  the  midst  of  his  turmoil,  he 
pressed  forward  with  radical  changes. 
Insiders  say  his  difficulties  never  affected 
his  management  skills,  although  he  fre- 
quently worked  from  home.  "He  man- 
aged to  take  hold,  cope  with  his  tragedy 
and  be  a  very  effective  leader,"  says 
Steven  C.  Beering,  Purdue  University's 
president  and  a  director  since  1983. 

Tobias  began  with  a  cost-cutting  chive. 
Lilly's  efficiency  lagged  its  rivals',  and 
managed-care  organizations  had  sliced 
drug  price  increases  from  the  double- 
digits  of  the  mid-1980s  to  about  3%  per 
year  by  1992.  So  Tobias  cut  4,000  jobs, 
about  10%.  of  the  workforce. 
Next,  he  spun  off  Lilly's  med- 
ical-device unit,  which  con- 
tributed about  a  quarter  of  the 
revenue  but  was  less  profitable 
than  the  drag  units. 

With  Lilly's  research  strag- 
gling, Tobias  lured  renowned 
neurologist  Steven  M.  Paul 
from  his  post  as  a  scientific  di- 
rector at  the  National  Insti- 
tutes of  Health  in  1993.  Paul 
moved  quickly  to  reorganize 
Lilly's  key  central  nervous  sys- 
tem division.  In  the  past,  Lil- 
ly's scientific,  marketing,  and 
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issed  the  chance  to  talk  with 
acle  founder  and  CEO  Larry  Elli- 
in  in  a  Business  Week  Online  live 
inference  on  the  $500  Net  cruis- 
?  Or  maybe  you  were  away  the 
st  time  BW's  Jeff  Laderman 
lared  his  mutual  fund  expertise, 
s  not  too  late  to  find  out  what 
ey-and  other  important  news- 
akers-had  to  say  about  issues 
lportant  to  you.  Just  log  on  to 
/V  Online  on  America  Online  and 
download  the  tran- 
script of  any  of  our 
past  conferences  and 
chats-now  more  than 
200  to  choose  from. 
Here's  a  sampling  of 
what  you'll  find: 
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The  Best  B-School 

Wharton  is  No.  1  on  BW's 
1996  list  of  the  top  25 
programs,  and  Dean 
Thomas  Gerrity  tells  why- 
10/13/96 

The  Information  Worker 

U.S.  Labor  Secretary  Robert 
Reich  tells  how  he  sees  the 
American  worker  in  the 
Information  Age-9/2/96 

Tech  Stocks:  Yes  or  No 

Vadim  Zlotnikov  of  Sanford 
C.  Bernstein  on  why  there's 
still  hope  in  the  battered 
high-tech  sector-7/28/96 

Dilbert 

Scott  Adams,  creator  of  the 
wildly  popular  comic  strip 
lampooning  management, 
shoots  from  the  hip— 5/29/96 


r  a  free  trial  diskette 
:luding  10  free  hours  on 
IL,  call  1-800-641-4848 
d  mention  Business  Week. 


A 

A  M  E  Ryl  f 


manufacturing  employees  had  split  their 
time  among  different  chugs.  Paul  created 
cross-disciplinary  "heavyweight  teams" 
of  about  150  people  dedicated  solely  to 
one  chug.  The  new  system  helped  short- 
en Zyprexa's  development  time  by  18 
months.  Moreover,  when  the  fda  asked 
for  more  data  on  the  drug,  the  team 
gathered  it  in  one  week  rather  than  Lil- 
ly's usual  three  months. 

To  further  expedite  new-drug  produc- 
tion, Tobias  spent  $72  million  in  1994  to 
buy  Sphinx  Pharmaceuticals  Corp.,  a 
chug-screening  technology  company.  And 
under  Tobias,  Lilly's  once  insular  culture 
has  become  friendly  to  the  exchange  of 
ideas  between  scientists  and  executives. 
"They  are  a  much  more  transparent  com- 
pany," says  Thomas  R.  Malley,  an  analyst 
with  Janus  Capital  Corp.,  which  holds 
8.5  million  Lilly  shares. 

Today,  the  biggest  potential  lies  with 
its  schizophrenia  drag  Zyprexa,  which 
has  fewer  side  effects  than  Johnson  & 
Johnson's  rival  Risperdal.  Still,  Risperdal, 
with  1995  revenues  of  $400  million,  has  a 
headstart.  "We  fully  expect  to  maintain 
our  leadership,"  says  Dr.  Brace  D.  Given, 
group  vice-president  for  the  U.  S.  unit 
of  j&j's  Janssen  PhaiTnaceuticals. 

In  addition  to  Zyprexa,  Lilly  has  in- 
troduced Humalog,  a  more  rapidly  acting 
form  of  insulin,  and  Gemzar,  a  pancreatic 
cancer  drag.  Among  the  drags  in  fda 
trials  are  treatments  for  hypertension, 
incontinence,  and  osteoporosis.  Altogeth- 
er, analyst  Vietor  says  Humalog,  Zy- 
prexa, Gemzar,  and  the  osteoporosis  chug 
could  add  $3  billion  to  revenues  by  2000. 

That  could  ease  Lilly's  biggest  worry: 
Prozac's  2001  patent  expiration.  In  1995, 
the  drag  brought  in  nearly  a  third  of 
revenues.  Yet  sales  growth  is  slowing  as 
it  loses  share  to  Pfizer  Inc.'s  Zoloft  and 


ADVANCEMENTS 

Recent  rollouts 
include  the 
schizophrenia 
drug  Zyprexa 

SmithKline  Beecht  P 
PLC's  Paxil,  which  t 
gether  control  sor 
29%  of  the  market 
Prozac's  20%. 
MERGER  AVERSE.  A  I 
Tobias    has  oth 
problems  that  rems  I 
to  be  solved.  Conti  L 
versy  still  surrounf 
his  July,  1994,  pi 
chase  of  PCS  Heal! 
Systems  Inc.  frol 
McKesson  Corp.  fl 
$4  billion.  Tobias  hi 
been  criticized  for  paying  more  than  1(1 
times  earnings  for  PCS,  a  prescriptiol 
management  service  used  by  employe/ 
health  plans.  "We  did  not  like  the  p<| 
acquisition,"  says  Malley  of  Janus, 
added  a  huge  amount  of  debt  and  hasrj 
generated  a  lot  of  return." 

Like  rivals  Merck  &  Co.  and  Smiti 
Kline,  both  of  which  made  similar  buy 
Lilly  hoped  PCS  would  boost  mark< 
share  by  creating  a  distribution  pipelir 
and  giving  it  access  to  prescription  ii 
formation.  That  hasn't  happened,  part] 
because  the  Federal  Trade  Commissic 
ordered  Lilly  to  offer  competitors'  dru£ 
and  haired  PCS  from  shaiing  rivals'  dat 
Tobias  admits  PCS  has  been  disaj 
pointing.  "A  number  of  assumptions  w 
made  at  the  time  have  not  come  to  pas 
as  quickly  as  we  had  hoped,"  he  say 
Some  on  Wall  Street  have  asked  whethc 
Lilly  ought  to  write  down  the  deal,  bi 
Tobias  says  things  are  improving  as  h 
tries  to  make  PCS  less  of  a  claims  proce; 
sor  and  more  of  a  health-managemer 
entity.  He  figures  that  PCS  can  use  it 
1.5  billion  prescription  database  to  fin 
cost-effective  ways  to  treat  diseases. 

For  now,  Tobias  says  he'll  avoid  th 
massive  mergers  that  rivals  such  a 
Glaxo  Wellcome  have  undergone.  Wliil 
that's  left  Lilly  a  relatively  small  playe 
in  the  fast-consolidating  industry,  Tobia 
says  he  doesn't  think  the  big  deals  wi 
work.  "They've  created  an  enormou 
amount  of  chaos  in  most  cases,"  he  says 
With  Lilly  now  in  robust  health,  few  ar 
qmbbling.  "He's  brought  a  vigor  back  in 
company  that  was  going  through 
malaise,"  says  Hemant  K.  Shah,  an  anal 
lyst  with  hks  &  Co,  a  Warren  (N.JO 
based  pharmaceutical  research  firn 
That's  just  what  the  doctor  ordered. 
By  Ron  Stodghil!  II  in  Indianapoli 
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The  1996 
Presidential 
Forum 

Sponsored  by         * Y\  E 

Hcxl 

A  National  Dialogue 
on  Business 
and  Politics 


THE  1996  PRESIDENTIAL  CAMPAIGN 
is  drawing  to  a  close,  and  the  differences  in  the 
two  major  candidates'  economic  visions  are 
becoming  more  sharply  defined.  President  Bill  Clinton 
calls  for  a  continuation  of  his  administration's  economic 
policies,  claiming  that  Republican  plans  could  send  budget 
deficits  and  interest  rates  soaring.  Senator  Bob  Dole 
advocates  sweeping  tax  cuts  and  a  renewed  commitment 
to  a  balanced  Federal  budget  to  reverse  what  he  views  as 
the  economic  stagnation  of  the  past  four  years. 

Who  is  right?  In  the  pages  that  follow,  we  let  you 
be  the  judge.  In  responses  prepared  exclusively  for  this 
CIT-sponsored  White  Paper,  President  Clinton  and 
Senator  Dole  offer  one  of  the  last  and  most  complete 
statements  of  their  economic  philosophies  prior  to  next 
week's  elections.  They  tell  you  where  they  would  lead 
America  in  several  key  business  arenas,  including  eco- 
nomic growth,  Federal  spending,  government  regulation, 
job  creation,  taxes,  and  education. 

We  hope  that  you  find  their  answers  enlightening, 
even  provocative.  After  all,  few  issues  are  more 
important  to  the  future  of  our  country  —  and  few 
resources  more  vital  to  our  democratic  process  than 
an  informed  and  motivated  electorate. 


CLINTON  I  took  office 
during  a  time  of  high  unem- 
ployment, growing  deficits, 
and  anemic  job  growth.  We 
pursued  a  strategy  of  raising 
incomes  by  promoting  eco- 
nomic growth,  creating  more 
high-wage  jobs,  and  giving 
people  the  education  they 
need  to  fill  those  jobs. 

Today,  our  economy  is  on 
the  right  track.  Nearly  a  mil- 
lion new  construction  jobs  — 
and  10.5  million  new  jobs 
overall.  More  automobiles 
made  here  than  in  Japan.  A 
record  number  of  businesses 
owned  by  women  and 
minorities.  The  lowest  unem- 
ployment rate  in  7-1/2  years. 
A  6(Y/r  cut  in  the  deficit.  And 
real  wages  rising  for  the  first 
time  in  a  decade. 

We  must  keep  our  economy 
on  the  right  track,  by  finish- 
ing the  job  of  balancing  the 
budget  to  lower  interest 
rates,  making  it  easier  for 


DOLE  My  economic  vision 
for  America  is  one  of  lower 
taxes,  less  intrusive  govern- 
ment, and  more  economic 
freedom  —  all  of  which  will 
produce  a  stronger  economy. 

My  economic  growth 
agenda,  endorsed  by  four 
Nobel  Laureate  economists 
and  more  than  100  prominent 
economists  across  the  nation, 
will  do  just  that.  It  is  based 
on  common  sense  econom- 
ics: leaving  more  money  in 
the  pockets  of  taxpayers,  and 
allowing  them,  not  the 
Federal  government,  to 
decide  how  their  money 
should  be  spent.  They  are  the 
ones  who  will  put  money 
back  into  the  economy  and 
into  the  productive  uses  that 
drive  our  economy  forward, 
create  new  jobs,  build  new 
businesses,  raise  (he  standard 
of  living  and  incomes  for 
hard- working  wage-earners, 
and  bring  about  prosperity  and 


families  to  buy  homes  and 
for  businesses  to  invest  in 
our  future.  We  must  keep 
fighting  for  fair  and  open 
trade  so  that  we  can  sell 
goods  around  the  world.  Most 
importantly,  we  must  renew 
education  at  all  levels,  to 
keep  building  the  highly- 
skilled  workforce  of  the 
21st  century. 


rising  for  the  first  time  in  a 
decade.  Now.  we  must  stay 
on  the  right  track  —  and 
keep  the  economy  growing 
for  everyone. 

We  must  balance  the  bud- 
get while  offering  targeted, 
fully-paid-for  tax  cuts  for 
education,  child-rearing,  and 
home  ownership.  We  must 
keep  opening  foreign  markets. 


greater  opportunity  for  a  j 
The  Dole-Kemp  Plan&ai 
six  key  elements:  a  Balaila 
Budget  Amendment  ton 
U.S.  Constitution;  a  balaijec 
Federal  budget  by  the  kti 
2002;  across-the-board  ni 
cuts  and  replacement  ofnt 
current  tax  code;  an  enl 
the  IRS  as  we  knowat 
reform  of  education  andfel 
training;  and  reductioniii 
government  regulation.  | 


Under  the  Dole-Ke 
Plan,  average  wage-ean 
will  be  able  to  keep  mon 
their  hard-earned  wages, 
example,  when  the  plar 
fully  phased  in.  a  man 
couple  with  two  child 
earning  $30,000  will  s 
$1,272  per  year  in  ta 
alone.  That's  an  addilic 
$1,272  that  this  family  < 


President  Bill  Clinton,  a  Democrat,  seeks  reelection. 


Economic  Vision 


What  is  your  economic  vision  for  America,  and  how  is  that 
vision  reflected  in  your  economic  goals? 


Economic  Growth 

What  is  your  target  growth  rate  for  the  U.S.  economy,  his 
can  we  achieve  it,  and  what  does  that  growth  rate  mea, 
for  the  American  people? 


CLINTON  If  we  stick 
with  America's  basic  bargain 
-  opportunity  for  all  and 
responsibility  from  all  —  the 
sky  is  the  limit  when  it 
comes  to  economic  growth. 

We  know  what  the  formula 
is  for  strong  and  steady  eco- 
nomic growth,  because  we 
are  pursuing  it  —  and  it  is 
working.  The  private  sector 
of  our  economy  has  expand- 
ed at  a  3.2%  annual  rate  since 
I  took  office  —  faster  than 
during  the  previous  two 
administrations.  Some  10.5 
million  new  jobs  have  been 
created,  and  real  wages  are 


DOLE  My  economic  grc 
target  rate  is  3.5%.  Is 
level  unrealistic?  No. 
growth  rate  of  the  ecoiK 
in  the  year  before  Presii 
Clinton  took  office 
3.7%;  the  rate  in  the  dec 
before  Mr.  Clinton 
3.2%;  the  average  of  the 
five  economic  expansi 


was  4.4% 


and  the  p 
II  growth 


'on 


World  War 
was  3.3%. 

Economic  growth  ut 
President  Clinton,  on 
other  hand,  has  averagec 
anemic  2.5%.  America 
and  must  do  better. 


M 
net 


We  must         our  economy  on 
the  right  track  by  finishing  the  job  of 
balancing  the  budget.  f 


rnmvmiimawnnmmmawiTnnaiimi 


;  must  create  jobs  for 
ople  moving  from  welfare 
work.  Most  importantly. 
•  must  give  all  of  our 
ildren  access  to  college, 
cause  that  is  the  key  to 
rher-paying  jobs. 


have,  compared  to  today,  that 
they  will  be  able  to  use  for 
food  or  clothing  or  a  vaca- 
tion. A  single  parent  with  two 
children  earning  $30,000 
will  save  $1,419;  a  married 
couple  with  two  children 
earning  $50,000  will  save 
$1,657;  and  a  retired  couple 
with  no  children  earning 
$60,000  will  save  $1,727. 


alanced  Budget 

hen  and  specifically  how  do  you  plan  to  balance  the 
deral  budget? 


.INTON  I  have  a  plan  to 
ance  the  Federal  budget 
2002  through  deep,  certi- 
i  cuts  in  wasteful  spending. 
/  plan  shows  that  we  can 
ance  the  budget  in  a  way 
it  protects  our  values, 
thout  undermining  Medi- 
ae, Medicaid,  education, 
j  the  environment.  It  also 
:ludes  targeted  tax  cuts 
it  are  fully  paid  for,  to  help 
nilies  when  they  need  it 
ist:  college,  child-rearing, 
i  home-ownership. 
I  am  proud  that  we  have 
:  the  deficit  by  60%,  elim- 
iting  or  cutting  hundreds 

programs  and  nearly 
0,000  positions  in  the 
deral  government.  Now. 

must  finish  the  job.  to 
ep  our  economy  grow- 
■  steadily  and  strong. 
My  balanced  budget  plan 
.minates  and  reduces 
necessary  government 
agrams  and  closes  tax 
mholes.  It  strengthens 
:dicare,  achieving  more 
in  $100  billion  in  savings 
thout  new  costs  on  seniors, 
invests  in  education  and 
ming,  because  they  are  the 
y  to  a  stronger  economy, 
id  it  protects  the  environ- 
:nt  so  that  our  children 
i  grow  up  in  a  clean  and 
e  world. 


DOLE  The  Republican 
Congress  passed  two  balanced 
budget  plans  that  provided 
substantial  tax  relief  lor 
American  families  and  small 
businesses.  President  Clinton 
enjoys  the  distinction  of  being 
the  only  President  in  a  gener- 
ation to  veto  a  balanced  budget. 
With  a  Republican  Congress, 
balancing  the  budget  and 
providing  tax  relief  are  mere- 
ly a  matter  of  Presidential 
will.  If  you  have  it,  you  can  do 
it.  Bob  Dole  and  Jack  Kemp 
have  it,  and  we  will  do  it. 

The  Dole-Kemp  Plan  is 
based  on  the  balanced  budget 
passed  by  the  Congress  in 
June  1996.  It  balances  the 
Federal  budget  by  the  year 
2002.  And  it  does  so  without 
touching  Social  Security  and 
Medicare.  In  fact,  over  the 
next  six  years,  spending  for 
Social  Security  will  go  up  by 
34%.  and  spending  for 
Medicare  will  go  up  by  39% . 

The  amount  needed  to 
balance  the  budget  under  the 
Dole-Kemp  Plan  amounts  to 
less  than  6%  of  all  Federal 
spending,  excluding  Social 
Security.  Medicare,  and 
defense  programs.  That's  si\ 
cents  on  the  dollar  —  easil\ 
achieved  by  slowing  the 
growth  of  spending  over  the 
next  six  years. 


Federal  Spending 

What  specific  cuts  would  you  make  in  the  Federal  budget 
in  order  to  bring  Federal  spending  under  control? 


CLINTON  I  am  proud  of 
our  progress  in  creating  a 
government  that  works  better 
and  costs  less.  We  have  cut 
the  size  of  the  Federal  work- 
force by  nearly  250,000,  to 
its  smallest  level  in  three 
decades.  We  are  saving  tax- 
payers $118  billion  by  elimi- 
nating and  reforming  hun- 
dreds of  programs,  and  by 
consolidating  and  privatizing 
numerous  others.  Thanks  to 
these  efforts  and  our  aggres- 
sive plan  to  cut  the  deficit  by 
60%,  Federal  spending  now 
represents  a  smaller  share  of 
the  economy  than  in  any  year 
since  1979. 

My  balanced  budget  plan 
builds  on  this  progress, 
achieving  nearly  $500  billion 
in  additional  entitlement,  dis- 
cretionary, and  other  savings 
while  protecting  Medicare, 
Medicaid,  education,  and 
the  environment  from  the 


DOLE  Over  the  next  si: 
years,  the  Federal  governmen 
will  spend  approximate!; 
$1.6  trillion  on  so-calIe< 
"non-defense  discretionar 
spending"  programs.  Tin 
goal  of  the  Dole-Kemp  Plai 
is  to  reduce  that  spending  b; 
$110  billion.  This  $1 10  billioi 
in  savings  will  come  fron 
a  combination  of  reduction 
in  administrative  costs  am 
personnel,  along  with  Federa 
department  consolidatioi 
and  closure. 

Some  examples  of  tb 
Federal  spending  restraint 
envisioned  are:  the  Depart 
ment  of  Energy  —  two-third 
of  its  $16  billion  annua 
budget  is  used  for  defense 
related  activities  that  cai 
be  better  handled  by  tb 
Department  of  Defense;  am 
the  Department  of  Commerc 
—  it  shares  its  missions  with  i 
least  7 1  Federal  department.1' 


Senator  Robert  Dole,  Republican  nominee  for  President. 


THE  CANDIDATES  HAVE  SPOKEN 
THE  DECISION  IS  YOURS 


At  The  CIT  Groupn   we  are  proud  to  sponsor  this  unique 
opportunity  for  the  candidates  to  express  their  views  on  the 
most  pressing  economic  and  business  issues.   Ue  would  like  to 
thank  the  candidates  and  their  parties  for  participating. 

Now  it's  your  turn-   No  matter  what  your  decision!   it  is 
vital   that  you  exercise  your  right  to  vote.  Participatory 
government  grows  stronger  with  each  vote  cast-   It  is  weakened 
by  each  citizen  who  neglects  this  fundamental  duty. 

As  a  nationi   we  have  serious  problems  to  solve  and  great 
opportunities  to  exploit.   To  succeedn  all  of  us  in  both  the 
public  and  private  sectors  must  do  our  part- 
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excessive  cuts  proposed  by 
Republicans  in  Congress, 
which  I  vetoed  last  year.  The 
Republicans"  ow  n  economists 
have  certified  that  my  plan 
balances  the  budget  by  2002. 
Moreover,  with  the  line  item 
veto  that  I  fought  for  and 
signed  into  law.  I  soon  will 
be  able  to  cut  spending  on 
wasteful  programs,  even  more 

—  literally  crossing  them  out 
of  the  budget  bill  line  by  line 

—  to  fundamentally  change 
the  way  Washington  works 
and  spends. 


agencies,  and  offices,  and 
more  than  60%  of  its  budget 
is  dedicated  to  activities 
unrelated  to  commerce.  By 
downsizing  departments  like 
these,  the  Federal  govern- 
ment will  spend  tens  of 
billions  of  dollars  less  on 
administration,  overhead, 
and  personnel  costs. 

Virtually  even  employer 
and  employee  in  America 
knows  that  it  is  possible  to 
cut  overhead  expenses.  A  Dole 
Administration  will  bring  the 
same  fiscal  discipline  to 
Federal  bureaucracies. 


The  long-term  goal 

of  serious 

tax 

reform  must  be 

the 

i  over 

haul  < 

>f  the 

Federal  tax 

code 

■ 

Taxes 

What  changes  in  the  tax  code  do  you  propose,  and  what 
effect  will  these  changes  have  on  the  U.S.  economy  and 
on  American  families? 


CLINTON  I  have  pro- 
posed tax  reforms  and  targeted 
tax  cuts  that  are  fair  to 
working  families,  that  will 
strengthen  our  economy,  and 
that  will  maintain  our  com- 
mitment to  a  balanced  budget. 

My  1993  deficit  reduction 
plan  rewarded  work  and  cut 
taxes  for  15  million  families 
by  expanding  the  Earned 
Income  Tax  Credit  and  made 
90%  of  small  businesses  eli- 
gible for  a  tax  cut  by  increas- 
ing the  small  business 
expensing  limit  by  75%  and 
creating  a  targeted,  small 
business  capital  gains  tax  cut. 

My  balanced  budget  pro- 
posal contains  additional  tax 
reforms,  all  of  which  are 
fully  paid  for  by  spending 
cuts  and  the  closing  of 
unwarranted  corporate  tax 
loopholes.  My  budget  makes 
up  to  SI 0.000  in  higher 


DOLE  The  Dole-Kemp 
15%  across-the-board  tax  cut 
for  America's  families  is 
only  step  one.  Tax  reform 
won't  end  there.  The  Dole- 
Kemp  Plan  will  call  for: 

■  a  S500-per-child  tax  credit 
to  ease  the  burden  on  parents: 

■  reducing  by  half  the  capital 
gains  tax  for  individuals  and 
small  business  owners  in 
order  to  increase  investment, 
job  creation,  and  wages,  and 
virtually  eliminate  the  capital 
gains  tax  on  the  sale  of  homes: 

■  repealing  President  Clinton's 
1993  tax  increase  on  Social 
Security  benefits: 

■  expanding  Individual 
Retirement  Accounts  and 
establishing  a  spousal  IRA 
for  homemakers: 

■  protecting  American  tax- 
payers by  requiring  a  60% 
vote  in  Congress  —  a 
supermajority  —  in  order  to 


education  and  training  tuition 
tax-deductible,  and  provides 
a  SI. 500  refundable  tax  credit 
for  tuition  in  the  first  two 
years  of  college.  It  also  pro- 
vides a  S500-per-child  tax 
credit,  doubles  the  income 
limits  for  IRAs.  allows 
penally  -free  IRA  withdrawals 
for  education,  first-home 
purchases,  and  major  med- 
ical expenses,  and  eliminates 
the  capital  gains  tax  for  more 
than  99%  of  home  sales. 


raise  income  taxes:  and 
■  scrapping  the  current 
code  and  replacing  it  witl 
tax  system  that  is  simpl 
fairer,  and  flatter. 

The  long-term  goal! 
serious  tax  reform  must  be  I 
overhaul  of  the  Federal  f 
code.  In  pursuing  that  g 
the  Dole  Administration  > 
advocate  a  tax  code  that  is  1 
simple,  and  pro-growth, 
that  protects  the  Ameri 
worker  and  Social  Securit 


Government  Regulation 

What  changes  do  you  propose  in  Federal  regulations 
in  order  to  reduce  the  regulatory  burden  on  American 
business? 


CLINTON  Together  w  ith 
Vice  President  Al  Gore.  I  am 
taking  significant  steps 
toward  reinventing  govern- 
ment. Our  Administration  is 
eliminating  16.000  pages  of 
regulations,  saving  taxpayers 
SI  18  billion  by  cutting 
wasteful  government  practices 
and  slashing  the  administra- 
tive burden  of  government 
by  nearly  S28  billion  a  year. 

The  vast  majority  of 
Americans  believe  that  their 
government  has  an  important 
role  in  ensuring  public  safety 


Vice  President  Al  Core 


DOLE  A  Dole-Ke 
Administration  will  brin; 
long-overdue  standard 
fairness  and  common  se 
to  government  regulatic 
Entrepreneurs  around  Amei 
—  the  people  who  make 
U.S.  economy  run  —  sho 
not  have  to  answer  to  endl 
decrees  from  bureaucrf: 
potentates  in  Washingt 
who  themselves  often 
exceeding  their  mand 
from  Congress.  It  is  time 
regulate  the  regulators. 
Under  the  Clint 
Administration. 
Federal  Regis 
has  swelled 
some  70.000  pas 
President  Clintc 
own  administrat 
has  estimated 
the  cost  of  comr. 
ing  with  Fede 
regulations  was 
least  S668  billior 
1995.  That  me;  iT 
that  Federal  regi 
tions  cost  the  aver 
American  househ 
more  than  S6.( 
per  year.  By 
year  2000.  th< 
costs  are  expec 
to  rise  to  aim 


protecting  the 
ironment,  and  we 
;  an  unwavering 
imitnient  to  ful- 
ig  those  respon- 
ilities.  Strong 
ircement  of  envi- 
mental  statutes 

the  Clean  Air 

and  the  Clean 
er  Act  have  pro- 
;d  tremendous 
Its  over  the  last 
years.  As  the 
;ral  government 
inues  to  reinvent 
f,  the  challenge 
it  only  to  continue 
ing  progress  in 
e  ways,  but  to  make  such 
;  actually  work  better. 
Regulatory  agencies  also 
ild  move  away  from  their 
itional  adversarial  rela- 
ihip  with  the  private  sector 
move  toward  cooperative 
nerships.  Our  message 
American  business  is:  if 

can  find  a  cheaper, 
e  efficient  way  than 
Irnment  regulations  of 
ting  tough  pollution  or 
ic  health  standards,  do  it 
s  long  as  you  do  it  right. 


Republican  Vice  Presidential 
nominee  Jack  Kemp 

$721  billion  annually,  or 
$7,000  per  household. 

A  Dole-Kemp  Administra- 
tion will  strictly  regulate  the 
regulators.  We  will  apply  a 
rigorous  cost-benefit  standard 
to  all  new  Federal  regulations; 
establish  a  sunsetting  task 
force  to  review  all  regula- 
tions; require  periodic  review 
of  Federal  regulations;  and 
force  every  agency,  including 
the  IRS.  to  comply  with  the 
Paperwork  Reduction  Act. 


child  can  read  independently 
by  the  third  grade.  We  should 
reward  teachers  who  do  well, 
and  remove  those  who  don't. 

We  should  expand  Head 
Start  and  public  school 
choice,  rebuild  and  modern- 
ize our  schools,  connect 
every  classroom  to  the 
Information  Superhighway 
by  the  year  2000,  and  make 
our  schools  safe  and  drug- 
free  —  things  we've  already 
begun  to  do.  And  we  should 
give  tax  cuts  to  help  pay  for 
college,  making  the  first  two 
years  of  college  as  universal 
as  high  school  education  is 
today,  and  providing  tax 
deductions  for  college  tuition 
or  training. 

If  we  do  these  things, 
every  8-year-old  will  be  able 
to  read,  every  12-year-old 
will  be  able  to  log  onto  the 
Internet,  and  every  18-year- 
old  will  be  able  to  go  to 
college.  That's  the  way  to 
prepare  our  children  for  the 
21st  century. 


tmeet  the  demands  of  tjie  21st  Century,  we  must  make  sure 
t  all  of  our  children  have  tlie  best  education  in  the  world,  j 


lucation 

it  specific  steps  do  we  need  to  take  in  order  to 

>are  today's  children  to  meet  the  demands  of  the  21st 

:ury  economy? 


NTON  To  meet  the 
ands  of  the  21st  century, 
nust  make  sure  that  all  of 
,|i  children  have  the  best 
(I  :ation  in  the  world.  We 
ild  set  the  highest  stan- 
1s  —  for  students,  for 
hers,  and  for  schools.  We 
ild  make  sure  that  every 


DOLE  School  choice  and 
returning  education  decisions 
to  the  local  level  will  rein- 
vigorate  America's  education 
system  and  prepare  children 
to  compete  and  excel  in  the 
global  economy  of  the  next 
century.  The  only  way  to 
restore  accountability  and 


quality  to  our  schools  is  by 
wresting  control  of  education 
policy  away  from  Washington 
bureaucrats  and  returning  it 
to  parents  and  local  commu- 
nities. To  this  end,  we  have 
proposed  an  "Education 
Consumer's  Warranty"  in 
order  to  assure  parents  of  the 
quality,  safety,  and  flexibility 
of  their  children's  schools. 

A  Dole-Kemp  Administra- 
tion will  further  propose 
legislation  to  provide 
Opportunity  Scholarships 
worth  at  least  $1,000  for 
elementary  school  students 
and  $1,500  for  high  school 
students  from  low-  and 
middle-income  families.  These 
scholarships  will  allow  stu- 
dents to  attend  any  accredited 
school  —  public,  private,  or 
religious  —  that  chooses  to 
participate.  The  Federal 
funds  for  Opportunity 
Scholarships  will  be  matched 
each  year  by  $3  billion  in 
State  funds.  These  scholar- 
ships will  help  give  four 
million  low-  and  middle- 
income  families  the  financial 
ability  to  choose  the  best 
schools  for  their  children. 


The  1996 
Presidential  Forum 


AFTER  220  YEARS  WE  ARE  STILL 


BUILDING  A  NATION 


|e   have    inherited   a   great   nation.    It    is  our 

r e s pon s i b i 1 i t y   to   make   sure   that   those  who 
follow   us   can   someday   say   the  same- 

This   effort   will   require   commitment!  tenacity 
and    innovation-    For   we   must   not   only  defend 
our   borders   and   our   civil    liberties!    but  also 
must   work   to   ensure   the   continuous  expansion 
of   economic  opportunity- 

As   America's   most   experienced  asset-based 
lenderi    The   CIT   Group   will    do    its   part-  Ue 
will    work   to   make   needed    funds   available  to 
growing   companies-    We   will    help   thousands  of 
American   businesses   and    individuals   use  all 
of    the   resources   at   their   disposal    to  exceed 
their  expectations- 

For  further  information  about  how  The  CIT  Group 
can   help   youn    please   visit   our   web   site  at 
www  •  c  i  tgroup • com ■ 


Americas 
Most  Experience 
Asset- Based 
Lender. 
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The  CIT  Group  has  financed 
businesses  and  individuals  since 
nrjfl-  From  providing  home  owners 
with  home  equity  loans  to  helping 
major  corporations  unleash  the 
fiscal  power  of  their  assets-i 
CIT's  strategically  focused 
business  units  provide  expert 
solutions  to  the  far  ranging  needs 
of  a  diverse  client  base- 


Icience  &  Technology 


JPERCOMPUTING 


URA'S  BRAVE 
)LD  WORLD 

uses  custom-crafted  chips  for  extra  speed 


I  ■ur  computer  scientist  Burton  J. 
I  ^  Smith  and  his  band  of  65  employ- 
I  P  ees  at  Tera  Computer  Co.  in  Seat- 
tle, the  moment  of  reckoning  is  at 
nd.  For  nine  years,  they  have  slaved 
j  build  a  new  breed  of  supercomputer. 
>w,  enough  of  its  custom  designed 
ips  have  been  fitted  together  to  de- 
ll -mine  whether  Smith's  theories  will 
liver  on  their  promise.  If  so,  Smith 
I  lieves  Tera  could  be  the  vanguard  for 
|  we  generations  of  supercomputers 
I  ■  faster  than  any  yet  built, 
il  Trouble  is,  while  Tera's  engineers 
1  ;re  laboring  away,  something  hap- 
J  ned  in  the  outside  world  they  hadn't 
•eseen:  The  supercomputer  business 
anged  radically.  Systems  built  from 
.rafast,  proprietary  brain  chips,  typi- 
d  by  Cray  Research  Inc.'s  machines, 
:ount  for  a  shrinking  minority  of  the 
trld's  500  fastest  computers  (chart), 
stead,  customers  are  gravitating  to- 
ird  supercomputers  built  from  off-the- 
^lf  microprocessors.  While  each  chip  is 
atively  slow,  the  computer  gets  its 
2ed  from  harnessing  dozens  or  even 
iusands  of  them. 

•N  QUIXOTE?  This  sea  change  in  tech- 
logy  has  been  compounded  by  a  flip  in 
i  market,  with  private  industry  surg- 
l  ahead  of  the  defense  and  intelli- 
nce  communities  as  the  primary  cus- 
ners.  The  government  used  to  spend 
latever  it  took  to  get  more 
eed  for  designing  nuclear 
;apons  or  breaking  codes, 
it  with  the  end  of  the  cold 
ir,  the  budget  for  "nukes 
d  spooks"  has  shrunk  dra- 
itically,  and  several 
ir  suppliers  have  ei- 
sr  winked  out  or 
)ved  on  to  other 
ngs,  including  Think- 
I  Machines  Corp.  and 
mdall  Square  Re 
irch  Corp.  (table,  page  74). 
Now,  up  pops  Tera  Com- 
ter,  scorning  the  trend  to- 
ird  off-the-shelf  eliips  with  a 
w  system  based  on  a  pro- 


prietary chip  de- 
sign. No  wonder- 
Smith  is  regarded 
by  some  as  the 
Don  Quixote  of  su- 
percomputers. But 
Smith  insists  his 
quest  will  pay  off 
"because  we  are 
addressing  the 
right  problems." 
These  include  a 
system  design  that, 
he  asserts,  will  en- 
able his  computers 
to  run  at  their  peak 
speed  roughly  95% 
of  the  time."  That 
would  be  a  huge 
advance,  since  su- 
percomputers typi- 
cally rev  up  to  top 
speed  just  10%  or  15%  of  the  time. 

One  key  is  "multithreading,"  a  fancy 
term  for  a  type  of  parallel  processing. 
In  most  supercomputers  with  multiple 
brains,  each  chip  handles  no  more  than  a 
handful  of  instruction  streams,  or  threads, 
in  parallel.  The  chips  spend  much  of  their 
time  waiting  for  something  to  happen 
somewhere  else  in  the  system.  One  rea- 
son: The  system  can  choke  on  all  the 
control  signals  necessary  to  coordinate 
operations  among  its  many  processors. 


OFF-THE-SHELF  CHIPS  TAKE  OVER 

Tera  Computer  is  swimming  against  the  tide  by  building  its  new 
supercomputer  from  special-purpose  chips.  Standard  microprocessors 
account  for  a  growing  share  of  supercomputers,  according  to  this 
periodic  tally  of  the  world's  500  fastest  machines. 


GURU:  Smith  has  lured  whiz  kids  and  investors  to  his  ques 
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Programmers  can  reduce  the  communi 
cations  logjam  by  tweaking  the  software 
but  that  takes  a  lot  of  precious  time. 

In  contrast,  Tera's  chips  juggle  12! 
threads  at  once.  So,  if  one  thread  run 
into  a  roadblock  and  can't  finish,  the  chi] 
works  on  some  other  thread.  Meanwhile 
the  processor  parks  the  incomplete  op 
eration  in  a  novel  on-chip  queue  unti 
the  needed  data  arrives.  "Our  machin 
doesn't  sit  and  wait  around  for  any  data, 
says  Brian  I).  Koblenz,  vice-presiden 
for  software.  And  Tera  has  de 
veloped  a  so-called  compiler  tha 
automatically  reckons  the  bes 
way  to  parcel  out  instructions. 

Smith  asserts  that  Tera' 
technology  is  crucial  to  over 
coining  the  diminishing  return 
that  now  plague  parallel  pro 
cessing.  To  add  speed,  supplier 
shovel  in  more  microprocessors 
But  that  makes  it  still  toughe 
to  coordinate  operations.  As  ; 
result,  new  increments  of  speei 
get  increasingly  expensive.  Ter 
claims  its  system  does  not  suffe 
from  diminishing  returns.  Thus 
if  one  chip  set  can  do  1  billio: 
floating-point  operations  per-  se< 
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Within  five  years,  Tera's  technology  could  even  migrate 
to  desktop  systems,  says  Microsoft's  Cutler 


jnd,  or  gigaflops,  256  chips  would  do  256 
gigaflops.  "Tera's  approach  is  unique," 
says  Jack  J.  Dongarra,  a  supercomputer 
sxpert  at  Oak  Ridge  National  Laborato- 
ry. "That's  what  makes  it  so  interesting 
from  the  science  side." 

To  David  Cutler,  Microsoft  Corp.'s 
manager  of  operating-system  develop- 
ment, it's  also  interesting  from  the  busi- 
ness side — so  much  so  that  he  bought  a 
?take  in  Tera  and  is  on  the  board.  Cutler 
says  Tera's  multithreading  approach  will 
be  needed  within  five  years  for  a  new 


a  surprise  out  of  the  hat,  "it  would  be 
Burton  Smith."  Many  Tera  employees' 
decided  to  risk  working  for  a  startup 
with  an  uncertain  future  just  to  sit  at 
Smith's  feet.  "Burton  is  the  reason  why 
I  came  here,"  says  Preston  Briggs,  a 
whiz  kid  who  handled  much  of  the  com- 
piler's development. 

Smith's  concepts  first  attracted  at- 
tention in  the  1970s,  when  he  was  chief 
scientist  at  Denelcor  Inc.  in  Aurora, 
Colo.  Denelcor  spent  17  years  and 
roughly  $50  million  trying  to  pioneer  a 


CASUALTY  LIST 


:  1990s,  the  U.S.  supe 
ransformed.  Virtually  every  supplier  that 
d  this  decade  has  been  acquired,  gone  into 
er  business,  or  tossed  in  the  towel. 


NAME 

FOUNDED 

STATUS 

ALLIANT  COMPUTER 

1982 

Closed  in  1992 

CONVEX  COMPUTER 

1982 

Acquired  by  Hewlett-Packard  in  1995 

CRAY  COMPUTER 

1989 

Went  bankrupt  in  1996 

CRAY  RESEARCH 

1972 

Acquired  by  Silicon  Graphics  in  1996 

INTEL  SUPERCOMPUTER 

1984 

Stopped  making  systems  in  1996 

KENDALL  SQUARE  RESEARCH 

1988 

Went  bankrupt  in  1995 

NCUBE 

1983 

After  Oracle  cash  infusion  in  1993, 
focused  on  cable-TV  video  servers 

SUPERCOMPUTERS  INTL. 

1993 

Switched  to  servers  in  1995 

SCIENTIFIC  COMPUTER  SYSTEMS 

1988 

Shut  down  in  1993 

THINKING  MACHINES 

1988 

Reorganized  as  software  house  in  1995 
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generation  of  desktops.  "There  is  a  real 
promise  for  the  future,"  says  Cutler,  who 
headed  development  of  the  Windows  NT 
multithreading  operating  system. 

Some  investors  agree.  After  getting 
along  for  eight  years  on  Pentagon  con- 
tracts w7orth  $18  million,  Tera  last  year 
raised  $9  million  in  an  initial  public  of- 
fering and  an  additional  $8  million  in  a 
private  placement  this  past  summer. 

In  part,  that's  an  endorsement  of 
Smith's  reputation.  In  supercomputing's 
tight  clique,  Smith,  age  55,  is  often  men- 
tioned in  the  same  hushed  tones  as  Sey- 
mour Cray,  the  father  of  supercomput- 
ing  who  died  on  Oct.  5.  Robert  R. 
Borchers,  director  of  Advanced  Scientific 
Computing  at  the  National  Science 
Foundation,  says  that  if  anyone  can  pull 


supercomputer  with  a  rudimentary  ver- 
sion of  multithreading.  Although  Denel- 
cor sold  a  handful  of  systems  in  the 
early  1980s,  it  never  posted  a  profitable 
year — and  crashed  in  1985. 

Smith  licked  his  wounds  at  the  Su- 
percomputing  Research  Center,  a  think 
tank  in  Washington,  while  continuing  to 
nurse  his  dream.  By  1987,  he  felt  he 
had  nailed  down  the  missing  details.  So 
he  hooked  up  with  James  E.  Rottsolk, 
former  vice-president  for  finance  and 
development  at  Denelcor,  to  found  Tera 
Computer,  with  Rottsolk  as  ceo. 

Even  some  of  Smith's  admirers, 
though,  worry  that  his  brainchild  has 
taken  too  long  to  arrive.  If  Tera  had  de- 
livered on  schedule  two  years  ago,  says 
Wavne  Pfieffer,  associate  director  of  the 


San  Diego  Supercomputer  Center,  | 
would  clearly  have  been  an  exceptio 
system."  Now,  he  says,  "it's  not  cl 
how  it  will  stack  up  to  the  competitiol 

Tera  not  only  designed  a  custom  m 
croprocessor — at  a  time  when  stands  I 
models  have  moved  to  the  fore — but  I 
using  gallium  arsenide  to  make  it.  Tl  I 
substance  is  inherently  at  least  five  tin  I 
faster  than  silicon,  but  1owt  product* 
volumes  will  make  the  chips  more  cos« 
"You  cannot  fight  the  market  and  wil 
says  Larry  L.  Smarr,  director  of  the  Ul 
versity  of  Illinois'  National  Center  I 
Supercomputing  Applications.  SmarrB 
buying  only  computers  made  with  sta 
dard  chips — mainly  from  Silicon  Graph! 
Inc.  and  Hewlett-Packard  Co. 

Indeed,  standard  chips  are  sweep™ 
the  field  because  of  their  huge  adva 
tage  in  price  for  performance.  "Fiftel 
years  ago,  a  Cray-1  cost  $18  million  a! 
gave  a  little  less  performance  thar! 
Pentium  Pro  does  today"  for  about  0.01 
of  the  cost,  says  Edward  A.  Masi,  I 
Intel  Corp.  vice-president  and  a  forn 
Cray  manager.  Even  the  world's  bigg 
and  costliest  computer,  a  $110  million  1 
hemoth  that  sgi  and  Cray  will  deli\ 
to  Los  Alamos  National  Laboratory 
late  1998.  will  be  powered  by  mic: 
processors — 3,072  to  be  exact.  These  v 
be  the  same  mips  Technologies  Inc.  ch 
that  go  into  s<;fs  workstations.  Togeth 
they  will  spit  out  better  than  3  teraflo 
or  3  trillion  calculations  a  second. 
THE  NEXT  PLATEAU.  Tera  had  hoped 
live  up  to  its  name  and  at  least  1 
for  the  job  of  building  a  teraflops  s 
tern  for  the  Energy  Dept.  But  wi 
out  even  a  prototype  to  back  up 
claims,  it  had  to  walk  away.  So< 
though,  Tera  expects  to  begin  offeri 
a  small,  16-processor  system  for  $ 
million,  then  add  larger  systems  of 
to  256  processors. 

The  ultimate  payoff.  Smith  believ 
will  come  when  supercomputers  pu 
toward  the  next  plateau  in  speed 
petaflops,  or  quadrillions  of  calculatic 
per  second.  That  will  require  a  fun( 
mentally  new  approach,  and  Smith! 
certain  that  Tera's  system  points  tl 
way.  "Tera  is  either  the  last  of  the  <| 
breed  or  the  first  of  a  new  breed,"  se| 
supercomputer  analyst  Gary  P.  Sma'i 
president  of  Smaby  Group  Inc.  in  M<j? 
neapolis.  One  thing  is  clear:  Burt 
Smith  and  Tera  merit  watching. 

By  Seanna  Browder  in  Sea 
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Silicon  Graphics 


chose  and  implemented 
Oracle  Applications 
in  just  1 5  months." 

Ed  McCracken,  Chairman  and  Chief  Executive  Officer 
Silicon  Graphics,  Inc. 


'  e  r    the    last    decade    Silicon  Graphics, 
i  leading  manufacturer  of  high-performance 
;ual  and  enterprise  computing  systems, 
;  been  one  of  the  fastest  grow- 
l  companies  in  the  world, 
ey  needed  new  busi-  irflU 


Market 
Management 


Supply  Chain 
Management 


Human 
Resources 


Projects 


Mi 


ss  applications  with 
e  flexibility,  seal  - 
ility  and  technical 
hitecture  to  support 
;ir  phenomenal  growth, 
icon  Graphics  chose  and 
plemented  Oracle  Applications  on 
it's  high-performance  CHALLENGE  server  in 
t  1  5  months. 


Manufacturing 


Finance 


ed  Techno 


V. 


Oracle  Applications  are  the  only  applications  designe< 
for  rapid  business  change  and  built  on  Oracle' 
integrated  stack  of  database,  tools,  workflow,  dat 
warehousing  and  Web  technologies. 

Oracle  Applications  automate  you 
entire  enterprise  with  over  31 
integrated  software  module 
for  finance,  supply  chai 
management,  manufac 
turing,  projects,  human  re 
sources  and  market  management 
Do  your  business  application 
enable  rapid  growth?  If  not,  call  Oracl 
at  1-800-633-1061,  ext.  10072  today.  Or  find  us  o 
the  Web  at  http://www.oracle.com/applications 


ORACLG 

Enabling  the  Information  Age  1 


Oracle 


Applications 
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Developments  to  Watch 


FARMED  FISH: 
PACKING  THEM  IN 
LIKE  SARDINES 

PICTURE  SQUEEZING  A  FOOT- 

long  fish  into  a  gallon  jug. 
That's  the  average  concen- 
tration of  fish  in  the  tanks  of 
a  new  kind  of  hyperintensive 
farm.  Using  special  pumps 
and  filters  to  clean,  recircu- 
late, and  oxygenate  water, 
these  farms  have  raised 
hybrid  striped  bass  and 
tilapia.  Such  high-priced 
species  won't  grow  in  tradi- 
tional open-air  farm  ponds, 
which  mainly  grow  catfish. 


The  Electric  Power  Re- 
search Institute  (epri)  has 
become  a  big  booster  of  the 
new  fish  farms,  for  several 
reasons.  Planners  at  the  re- 
search consortium  figure  the 
farms  could  use  waste  heat 


from  power  plants  to 
keep  the  fish  warm.  And 
a  boom  in  fish  farming 
would  create  a  new 
source  of  steady,  pre- 
dictable electricity  de- 
mand, both  in  rural  ar- 
eas and  in  cities,  where 
fish  could  be  grown  in 
warehouses,  epri  plans 
to  prepare  a  manual  on 
how  to  build  and  operate  a 
farm  capable  of  growing 
100,000  pounds  of  fish  at  a 
time.  To  test  out  the  ideas, 
it  will  erect  a  4,000-square- 
foot  model  farm  near  the 
campus  of  North  Carolina 
State  University.   Peter  Coy 


NEW  AMMO  AGAINST  CYSTIC  FIBROSIS? 


CYSTIC  FIBROSIS  IS  AN 

inherited  disease  that  kills 
most  of  its  victims  in  early 
adulthood.  The  illness, 
which  results  in  a  heavy 
buildup  of  mucus  in  the 
lungs,  is  caused  by  a  defec- 
tive or  absent  regulator 
gene.  It  affects  about 
30,000  people  in  the  U.  S. 

Despite  the  grim  progno- 
sis, cystic  fibrosis  has  long 
been  considered  a  good  can- 
didate for  treatment  with 
gene  therapy- — the  insertion 
of  healthy  genes  into  dis- 
eased tissue.  For  one  thing, 
the  damage  is  confined 
mainly  to  one  organ,  the 
lungs.  So  inserting  healthy 


regulator  genes  is  relatively 
straightforward.  Unfortu- 
nately, in  most  gene  thera- 
py trials  with  CF  patients  so 
far,  positive  results  have 
lasted  only  one  to  three 
weeks. 

The  problem  seems  to  be 
in  delivery.  To  get  healthy 
genes  into  cells  in  the 
lungs,  researchers  until  now 
have  piggybacked  them  on 
adenoviruses,  which  cause 
respiratory  and  eye  ail- 
ments. When  the  body 
fights  off  the  virus,  it  also 
rejects  the  good  genes.  But 
scientists  at  Targeted  Ge- 
netics Corp.,  a  Seattle 
biotech  company,  say  they 


can  prolong  positive  results 
using  a  type  of  virus  called 
"adeno-associated  virus,"  or 
AAV,  which  isn't  a  pathogen. 

Recent  trials  at  Johns 
Hopkins  University  and 
Stanford  University  hospi- 
tals proved  that  the  AAV 
concoction  can  be  safely  ap- 
plied to  patients'  sinuses, 
nasal  passages,  and  lungs. 
And  the  new  genes  remain 
in  these  tissues  for  as  long 
as  70  days.  In  October,  the 
National  Institutes  of 
Health  gave  Targeted  Ge- 
netics $700,000  to  scale  up 
production.  Phase  II  human 
trials  will  begin  late  this 
year  to  determine  effective- 
ness and  appropriate 
dosage.       Seanna  Browder 


■  NEC  has  found  a  way  for 
police  to  speed  up  fingerprint 
identification.  The  Tokyo  com- 
pany, which  has  about  50% 
of  the  market  for  fingerprint 
database  gear  used  by  U.  S. 
law-enforcement  agencies,  de- 
veloped a  palm-size  terminal 
that  can  take  prints  off  a  sus- 
pect or  victim  at  a  crime  site, 
extract  and  digitize  the  iden- 
tifying marks,  called  "minu- 
tiae," and  zip  the  data  over 
radio  waves  to  a  central  com- 


puter for  identification.  The 
San  Francisco  Police  Dept. 
will  field-test  eight  units  in 
patrol  cars  next  May. 
■  Scientists  developing  vac- 
cines have  a  hard  time  trick- 
ing the  immune  system  to  at- 
tack pathogens  such  as 
viruses  once  they  are  hidden 
inside  cells.  To  solve  the  prob- 
lem, Harvard  microbiologists 
Michael  Stambach  and  John 
Collier  enlisted  one  of  the 
world's  old  scourges:  anthrax. 
They  genetically  fused  harm- 
less bits  of  anthrax  toxin  with 


proteins  from  Listeria,  a  mi- 
crobe that  causes  food  poi- 
soning. Injected  into  mice,  the 
anthrax  snippets  ferry  the 
proteins  into  living  cells, 
where  they  trigger  an  im- 
mune response.  In  the  future, 
scientists  could  substitute  oth- 
er bits  of  disabled  pathogens 
for  the  Listeria.  Once  inside, 
these  would  summon  killer1  T- 
cells  to  attack  infected  cells. 
And  the  next  time  real 
pathogens  invaded,  the  im- 
mune system  would  "remem- 
ber" and  fight  back. 


A  CD  PLAYER 
UNDER  GLASS 

FOR  MUSIC  LOVERS  WHol 

are  tired  of  black  CD  I 
players  that  swallow  arl 
hide  disks  in  a  drawer,  I 
Bang  &  Olufsen  has  doil 
a  top-to-bottom  redesigl 
The  Danish  company  h# 
built  a  sleek  player/char* 
er  called  BeoSound  900| 
that  lines  up  six  disks  | 
behind  a  glass  door.  Th 


laser  reader  shuttles 
among  the  disks,  playin 
tracks  in  any  order. 

The  BeoSound  9000  c 
lie  flat,  stand  up  vertica 
or  horizontally,  or  hang 
on  a  wall.  The  carnage 
moves  from  disk  to  disk 
in  just  4.5  seconds — abd 
half  the  time  of  a  reguh 
CD  changer.  While  it's 
playing  one  disk,  you  ca 
open  the  glass  door  and! 
replace  another.  The  syi 
tern,  which  sells  for  abo 
$5,000  in  Europe,  has 
enough  memory  to  keep 
track  of  songs  you  like, 
hate,  on  about  200  CDs. 
Once  you  punch  in  your 
preferences,  it  will  reco, 
nize  each  disk  you  inser 
display  its  name,  and  pi 
only  tracks  you  like.  It 
also  has  a  built-in  radio 
and  an  internal  alarm 
clock  so  you  can  wake  i 
to  Vivaldi — or  Nine  Inc' 
Nails.  Mia  Trine]. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwnov@businessweek.com 
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distributed 

These  days,  you  hear  a  lot  ol  companies  talk 
about  open  system  computing  philosophies,  and 
while  Compaq  was  one  of  the  early  pioneers,  we 
believe  that  it's  time  to  take  a  big  step  farther, 
access       To  an  open  business  philosophy.  A  philosophy 
that  begins  with  something;  we  call  Distributed  Access. 

Distributed  Access  is  not  a  canned  solution.  It's  not  a  new  piece 
of  hardware  or  software  or  a  sales  force.  It's  an  idea  literally  based 
in  decentralized  network  computing  environments  and  figuratively 

HE       DIFFERENCE       BETWEEN  AN 

based  in  distributing  access  to  the  people  who  need  it.  It's  a  new 
model  of  computing  that  offers  the  control  of  traditional  legacy 
systems  and  the  added  flexibility  and  freedom  to  help  you  connect 
people  to  people  and  people  to  information. 

How  can  we  do  that?  By  taking  the  time  to  understand  not  just 
your  computing  needs  today,  but  the  direction  of  your  entire 
company.  Knowing  where  you  want  to  go  and  how  you  want  to 
get  there.  But  most  of  all,  by  knowing  that  what's  truly  important 
isn't  computers  or  computing,  it's  information. 

Finding  it.  Shaping  it.  Protecting  it.  Distributing  it.  Across 
the  hall  or  across  the  globe.  If  information  is  the  engine  that  runs 
today's  successful  businesses,  Distributed  Access  is  the  fuel. 

Our  goal  is  to  make  information  flow  faster,  farther,  better. 
When  the  information  that  you  need,  anywhere  in  your  company, 
anywhere  in  the  world,  is  as  easy  to  access  as  the  evening  news, 
we'll  consider  that  a  job  well  done. 

And  a  benchmark  to  beat. 

COMPAQ. 


W'e    don't    claim    to    have    all  the 


Just    the    partnerships    to  fi 


Can  one  company  make  an 

reality?  Yes,  it  that  company 
.    •  - 

It  thai  ■  ■  -     -  I 

-stop--  2  I  talitv.  Ii 

I 

:ess.  an  open  mind 
tter 

I 

At  Compaq,  we  work  with  Microsoft.  Novell, 
SAP,  EDS.  Oracle  and  Intel  everv  dav,  dav  in  and 
.  -  -  • 

st-oi 

solutions.  Solutions  like  that  don't  happen  bv  phone 
or  tax  or  bv  getting  together  in  La^  Vegas  tor  a  few 

I 

k  t oge  1 

*  that  act 

in  Redmond.  Washington,  constantly  testing  and 
improving  the  performance  of  Compaq  servers 


running  Windows  NT.1  Microsoft,  on  the  other 
hand,  tests  products  like  Microsoft  Exchange 
Server*  and  Microsoft  SQL  Server1  using  Compaq 
servers  as  their  lab. 

Our  Integration  Management  solution  allow  s 
vou  to  integrate  Insight  Manager  with  the  likes 
of  BMC.  Cabletron  and  Seagate. 

Compaq's  partnerships  w  ith  the  brightest  people 
in  the  technology  world  mean  that  we  see  new- 
ideas  sooner  and.  as  vou  might  expect,  we're  able 
to  incorporate  them  into  vour  business  sooner. 

The  same  goes  tor  potential  problems.  We  11  be 
the  lirst  to  know  and  the  first  to  fix  the  problem. 
Which  means  you'll  be  the  last  to  get  burned. 

To  put  it  bluntlv, when  it  comes  to  Distributed 
Access,  partnerships  are  not  considered  smart 
public  relations.  Thev  are  considered  the  corner- 
stone ot  the  wav  we  do  business. 

Thev  keep  us  one  <mavbe  two)  steps  ahead  ot 
our  competition. 

And  we  believe  thev  can  do  the  same  tor  vou. 
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Whethe  r  they  be  the  plaster  partitions  of  offices,  the  geographic 
boundaries  of  countries  or  the  invisible  barriers  of  time  /ones,  the 
walls  ot  business  are  about  to  come  tumbling  down  thanks  to  two 
phenomena  known  as  the  Internet  and  the  Intranet. 

Through  Distributed  Access,  we  intend  to  not  simply  help  this 
happen,  but  to  make  it  happen. 

The  fact  is,  Compaq's  philosophy  —  the  ongoing  establishmen 
of  industry  standards  and  development  partnerships  —  perfectly 
mirrors  the  foundation  upon  which  the  Internet  has  been  based 
d  j  s  t  r  j  b  u  t      d        The  way  we  see  it,  the  Internet  is  not  just  about 

reaching  out,  it's  about  reaching  in.  Which  is  win 
we've  entered  into  partnerships  with  the  likes 
of  Microsoft,  Cisco,  BMC  Software  and  Intel  to 


iapan       ,,  establish  Web  based  enterprise  management  tools. 

-.1  (J  1  o 

•  access 
■  Soon,  you  will  be  able  to  manage  complex  network; 

^  using  any  Web  brow  ser.  In  other  words,  reducing  both  the  complexity 

\  and  cost  of  systems  management  by  using  Internet  technologies  to 

solve  old  problems  in  new  and  better  ways. 

<  >ver  the  years,  a  lot  of  people  have  talked  about  the  coming  of  the 

information  superhighway.  The  fact  of  the  matter  is,  it's  not  cominp 

it's  here.  It's  called  the  Internet. 

Distributed  Access  can  make  sure  you  and  your  business  are 

drivers,  not  just  passengers. 


COMPAQ. 

Has   It    Changed   Your   Life  Yet? 
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Government 


COMMENTARY 

By  Mike  McNamee 


ENTITLEMENT  REFORM:  THE  BULLET  NOT  BITTEN 


Franklin  D.  Roosevelt,  who 
promised  in  1932  to  balance  the 
budget,  ran  up  the  national  debt 
to  fund  the  New  Deal.  Richard  M. 
Nixon,  a  lifelong  anticommunist, 
opened  U.  S.  relations  with  China. 
Now,  it's  time  to  see  if  Bill  Clinton, 
rushing  toward  reelection  as  a  de- 
fender of  seniors'  benefits,  can  make 
his  mark  in  history  by  reining  in 
runaway  spending  on  entitlements 
for  the  elderly. 

Failure  to  act  will 
cost  Clinton  dearly. 
Every  second-term 
accomplishment  he 
can  hope  for — in- 
cluding a  balanced 
budget — will  be 
wiped  out  by  enti- 
tlement outlays.  By 
2020,  based  on  cur- 
rent trends,  every 
tax  dollar  will  flow 
back  out  in  Social 
Security  checks, 
Medicare  claims, 
and  Medicaid  pay- 
ments to  nursing 
homes.  With  no  re- 
form, entitlements 
will  swamp  all  other 
federal  functions. 

Clinton's  response 
to  that  threat? 
Throughout  the 
campaign,  he  has 

ducked  the  problem.  While  he  and 
Bob  Dole  have  fought  over  short- 
term  fixes  for  Medicare,  neither  has 
talked  about  the  breakdown  in  Social 
Security  that  looms  when  baby 
boomers  start  retiring  in  15  years. 
Instead,  both  talk  of  naming  biparti- 
san commissions  to  cope  with  the 
long-term  imbalances  in  Social  Secu- 
rity and  Medicare,  as  if  appointed 
philosopher-kings  can  somehow  take 
the  politics  out  of  such  incendiary  is- 
sues as  tax  hikes  and  benefit  cuts. 
A  PLAN,  PLEASE.  The  commission 
punt  won't  work  for  two  reasons. 
First,  the  political  calendar  works 
against  Clinton.  Even  if  he  names  a 
commission  before  Inauguration  Day, 
the  panel  can't  possibly  report  on 
such  a  complex  matter  before  late 
1997.  Coming  after  the  President's 


short-lived  honeymoon — and  just  as 
the  1998  midterm  campaign  gets 
rolling — that's  no  time  for  action.  So 
that  leaves  1999.  But  how  much  does 
Clinton  want  to  stake  on  his  clout 
during  his  final  two  years  in  office? 

The  second  failing  of  commissions: 
They  don't  work  without  Presidential 
leadership.  The  Greenspan  Commis- 
sion, held  up  as  a  model  for  saving 
Social  Security  14  years  ago,  was 


Clinton  should  quit  ducking  the  issue 
of  Social  Security's  looming  breakdown 


deadlocked  until  President  Reagan's 
aides  hammered  out  a  tax-hike  and 
benefit-cut  compromise.  The  solutions 
under  discussion  today — more 
Medicare  managed  care  for  seniors 
and  converting  part  of  Social  Securi- 
ty to  private  retirement  accounts — 
are  far  more  contentious.  No  blue- 
ribbon  panel  can  settle  on  a  fix  until 
Clinton  lays  out  his  own  roadmap. 

So  what  should  Clinton  do?  First, 
tell  his  own  team  to  stop  minimizing 
the  problem.  National  Economic 
Council  Director  Laura  D'Andrea 
Tyson  insists  that  Social  Security's 
long-term  gap  equals  only  2.2%  of 
the  wage  base  on  which  payroll  tax- 
es are  levied.  "Not  large  at  all," 
Tyson  says.  Oh?  That's  the  equiva- 
lent of  hiking  the  payroll  tax  by  9% 
while  cutting  benefits  by  $34  billion  a 


year.  Clinton  and  House  Speaker 
Newt  Gingrich  (R-Ga.)  shut  down 
the  federal  government  twice  last 
winter  over  a  $20  billion-a-year  gap 
between  their  Medicare  plans. 
ACTION?  The  day  after  the  election, 
Clinton  should  order  his  economists  to 
start  on  a  plan  to  reform  the  Big 
Three.  A  good  place  to  start:  the  Ad- 
ministration's Advisory  Council  on  So- 
cial Security.  That  panel  has  three  ideas 
that  span  the  range 
of  options,  from  in- 
vesting part  of  Social 
Security's  current 
surpluses  in  govern- 
ment-owned stock 
accounts  to  a  partial 
privatization  of  the 
system.  Clinton  does- 
n't have  to  endorse 
those  proposals,  but 
he  ought  to  give  the 
council  a  White 
House  platform  to 
discuss  them  and 
stait  educating  the 
nation  on  the  need 
for  reform.  By  Inau- 
guration Day,  Clinton 
should  have  his  own 
Social  Security  plan 
ready  to  announce. 

Will  he  act?  Pri- 
vately, some  aides 
suggest  the  Presi- 
dent may  be  ready 
to  tackle  entitlements.  When  Clinton 
is  asked  about  privatizing  Social  Se- 
curity, "you'll  notice  that  he  doesn't 
say  'No,  no,  never!'  "  notes  an  Ad- 
ministration economist.  But  Clinton's 
first  priority  will  be  to  shore  up  the 
Medicare  trust  fund,  set  to  go  broke 
in  2001.  Then,  says  one  aide,  "I'd  say 
it's  50-50  that  he'll  at  least  try  to 
take  up  the  Social  Security  problem." 

Any  gamble  is  with  the  nation's 
future.  Clinton  should  move  now — 
while  the  solutions  are  still  manage- 
able and  his  political  stock  is  high — 
to  dam  the  entitlement  flood. 
Otherwise,  his  bridge  to  the  21st 
Century — not  to  mention  his  place  in 
history — will  be  washed  away. 

McNamee  covers  economic  policy 
in  Washington. 
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on  open: 
by  o  p  e  n  i 


In  emerging  nations  like  those  of  Southea, 
Asia,  knowledge  is  a  powerful  economic  dev  j 
opment  tool.  And  today,  no  one  in  the  wor 
uses  it  more  effectively  than  Merrill  Lync 


Information  Processing 


SOFTWARE 


SEXY?  NO. 

PROFITABLE?  YOU  BET 

Software  "plumbing"  keeps  Computer  Associates  hot 


■  n  Silicon  Valley,  Charles  B.  Wang 
I  would  be  considered  a  heretic.  The 
I  CEO  of  software  maker  Computer  As- 
I  sociates  International  Inc.  restricts 
his  workers'  use  of  E-mail,  which  he  says 
is  used  mostly  for  office  politics  as  a 
'cover-your-ass  tool."  He  shuns  invest- 
ment bankers  but  has  made  more  than 
30  acquisitions.  When  the  company  hit  $1 
billion  in  annual  sales  in  1989,  Wang  froze 
luring,  fearing  that  ca  would  lose  its 
small-company  culture.  Believing  that  ca 


land  coiporate  enclave  where  ca  is  head- 
quartered, Wang  and  Ms  company  are 
doing  just  fine,  thank  you.  The  company's 
500  or  so  products  are  used  in  most  big 
and  midsize  companies  to  do  everything 
from  crunch  mainframe  data  to  trouble- 
shoot  sprawling  networks  of  computers. 
Think  of  them  as  software  plumbing — 
the  infrastructure  that  keeps  big  sys- 
tems and  big  networks  running. 

CA's  plumbing  products  may  not  be 
glamorous,  but  they  certainly  are  lucra- 


rude,  but  you  never  have  to  wonci 
where  you  stand.  You  have  the  right  I 
fail  at  CA,"  says  Wang.  In  1952,  when  1 
was  8,  Wang  immigrated  to  the  U.I 
from  Shanghai  with  his  parents  and  t| 
brothers.  Wang's  father,  who  had  an 
ternational  law  degree  from  Harva 
University  and  was  a  supreme  coui 
tice  in  Shanghai,  had  to  start  over  in  t 
U.  S.  "We  were  true  two-suitcase  imi 
grants,"  recalls  Wang.  After  attendi 
Brooklyn  Technical  High  School,  Char 
went  on  to  earn  a  degree  in  mathemat 
from  Queens  College.  (Anthony,  the 
dest  son,  was  sent  to  Yale  Univers 
and  then  Cornell  for  a  law  degree.) 
1967,  Wang  took  a  job  as  a  programmi 
trainee  at  Columbia  University's  Riv 
side  Research  Institute  and  went  on 
become  vice-president  for  sales  at  Sti 
dard  Data  Corp.,  a  software  develope 
RUNNING  ON  PLASTIC.  It  was  there  tl 
Wang  got  wind  of  a  Swiss  software  co 
pany,  Computer  Associates,  that  w 
looking  for  a  U.  S.  partner.  With  colle 
friend  Russell  M.  Artzt,  Wang  began  d 
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NO-NONSENSE  REPUTATION  LI  There's  a  bluntness  in  CA  people  that 
borders  on  the  rude,  but  you  never  have  to  wonder  where  you  stand. 
You  have  the  right  to  fail  at  CA.  7  J  -  charles  wang 


was  being  unfairly  criticized,  he  cut  off 
contact  with  Gartner  Group  Inc.,  an  in- 
fluential market-research  firm  that  most 
high-tech  companies  kiss  up  to.  ("I  refuse 
to  be  blackmailed  and  extorted,"  he 
says.)  And  while  his  Silicon  Valley  peers 
are  off  chasing  the  Internet,  Wang  sees  it 
as  just  another  system  for  his  compa- 
ny's software  to  manage.  "Cool,  with-it, 
and  wired  are  not  words  you  usually  as- 
sociate with  ca,"  says  Don  DePalma,  an 
analyst  at  Forrester  Research  Inc. 

But  smart,  aggressive,  and  consis- 
tently profitable  are.  And  from  the  un- 
likely base  of  Islandia,  N.  Y,  the  Long  Is- 


tive.  With  $3.5  billion  in  revenues  for  its 
fiscal  year  ended  in  March,  ca  is  the 
third-largest  independent  software  com- 
pany. Only  Microsoft  Corp.  and  Oracle 
Corp.  are  larger,  ca  shares  are  worth 
140  times  as  much  as  when  the  company 
went  public  in  1981  and  are  up  35%  this 
year,  to  around  57.  Wall  Street  analysts 
expect  the  company  to  earn  close  to  $1 
billion  on  revenues  of  $4.3  billion  for  its 
current  fiscal  year. 

This  street-smart  company  is  very 
much  created  in  the  image  of  its  tough- 
talking  52-year-old  founder.  "There's  a 
bluntness  in  ca  people  that  borders  on 


|  tributing  the  company's  CA-Sort,  a  pi 
gram  for  sorting  and  merging  data 
mainframe  computers.  IBM  had  a  simil 
product  that  it  gave  away  to  its  cu 
tomers,  but  the  ca  product  was  mu 
faster.  By  1980,  Wang  and  Artzt  hi 
done  so  well  that  they  bought  the  Swi 
company.  Wang's  brother  Tony  joined 
ca's  general  counsel. 

The  early  days  were  a  struggle.  Coi 
puter  Associates,  Wang  likes  to  poil 
out,  did  not  have  venture  funding  or  i| 
fluential  venture  capitalists  to  help  pa 
the  way.  Wang  bartered  computer  se 
vices  for  office  space  in  midtown  Mr 
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Protection 


Can  you  spot  the  7  ways 
to  catch  a  virus? 

Sales  rep  picks  up  notebook  computer 
from  MIS  department. 

Goes  to  airport. 

Flight  cancelled.  Downloads 

stock  market  news  from  the  Internet. 

Accesses  email. 

Catches  plane. 

Copies  game  from  fellow  passenger. 

Opens  attached  document  on 
email  from  research  assistant. 

Arrives  at  regional  sales  office 

and  loads  demo  disk  for  presentation. 

Accesses  online  service  for 
up-to-the-minute  industry  projections. 

Borrows  floppy  from  hotel 
business  office  to  print  presentation. 

Arrives  at  client  and  begins  presentation. 

That  dreaded  message  appears: 
"Application  error.  Program  file 
corrupted." 

Blurts  expletive. 


This  sales  rep  encountered  7  computer 
viruses  in  just  one  trip.  Think  of  all  the 
times  you  run  into  similar  situations  in  the 
office,  on  the  road,  or  even  at  home  with 
the  floppies  your  kids  are  borrowing.  Yikes 

Problems: 

1 .  You  can  catch  a  virus  by  using  someone 
else's  computer. 

2.  You  can  catch  viruses  off  the  Internet, 

3.  Floppies  are  petri  dishes  for  viruses.  If 
you  share  games  or  applications,  you 
could  be  sharing  viruses. 

4.  Anytime  you  open  an  attached  email 
document,  you  can  catch  a  virus. 

5.  If  you  share  software,  whether  it's  from 
a  friend  or  someone  at  the  office,  you 
can  get  a  virus. 

6.  Even  though  most  online  services  scan 
their  content  for  viruses,  some  viruses 
slip  by  and  don't  show  up  until  the 
worst  possible  moment.  Then,  it's  too 
late.  You're  infected. 

7.  Hotel  business  centers  can  be  breeding 
grounds  for  viruses. 

Solution:  ^ 

Norton  Antivirus™  protects 
against  the  very  real  threat  of 
computer  viruses  by  automatically 
detecting  and 
eliminating  viruses 
before  they  corrupt 
your  system.  Installed 
in  minutes,  it's  the 
most  popular  anti- 
virus program,  used  by  94% 
srss^rs     of  the  Fortune  100  companies. 

To  purchase  Norton  Antivirus,  visit 
your  local  software  reseller  or  for  even 
more  info,  call  1-800-822-6417  ext.  9NA9. 
Otherwise,  visit  us  at  www.symantec.com. 

Available  for  Windows  and  Macintosh. 
(SAM™  for  Macintosh  virus  protection.) 

Protect  yourself. 
Protect  your  friends. 


SSL 


EDITORS' 
CHOICE 


Available  now 
for  $69.95* 


SYMANTEC. 


S9.95  is  the  estimated  retail  price  for  the  Windows  95  2.0  full  version.  Upgrade  prices  are  available  for  Windows  3  X  and  Macintosh.  Symantec  is  a  registered 
demark  and  Norton  Antivirus  and  SAM  are  trademarks  of  Symantec  Corporation.  All  other  brand  names  or  trademarks  are  property  of  their  respective 
•ners.  ©1996  Symantec  Corporation  All  rights  reserved.  In  Canada,  call  1-800-365-8641.  In  Australia,  call  02-879-6577.  In  Europe,  call  31-71-535-31 1 1 
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I  LL  YOU  turn  the  corner 


Or  keep  heading  down  the  same  road? 


Will  you  go  the  next  mile? 


Or  be  content  . 


to  travel 


in  the  same  circles? 


Today, 


technology  is  pressing  on 


Aren't  you  just  a  little  curious 


what's  over  the  next  hill? 


The  1997  Chrysler  Concorde  LXi 


For  the  right  business  moves, 
we  turn  to  the  NFL's 
leading  carrier." 


Marv  Levy,  Head  Coach,  Buffalo  Bills 


The  name  of  the  game  at  the  NFL  is  performan 
That's  why  they  tapped  Sprint  to  be  their  offici 
telecommunications  provider.  Sprint  brings  a  be 
new  playbook  to  a  business  that's  as  fast-charging 
off  the  field  as  it  is  on. 

Now  the  NFL  can  use  Sprint  technology  to  access 
the  Internet  and  use  inbound  toll-free  to  expand  their 
business  game  plan.  Plus,  they  can  call  on  Sprint  reliability 
and  teamwork  to  score  year-round.  Find  out  how  Sprint 
can  be  a  valuable  player  for  your  business. 

Call  Sprint  Business 

1800816REAL 

www.sprint.com 


Sprint 
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PROVIDER  TO  THE  NFL 


We  help  business  do  more  business' 
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in  and  ran  the  company  on  plastic. 
•  en  we  ran  out  of  money,  we  went 
got  a  new  credit  card,"  he  recalls. 
;   ,  Wang  drove  to  Boston  to  collect  a 
I  ;o  he  could  make  Ms  payroll, 
he  days  of  scrimping  left  a  lasting 
cy.  Aside  from  the  recreation  and 
care  facilities  at  ca's  recently  built 
Jquarters,  the  company  is  pretty 
!i  a  no-frills  operation.  "We're  long  on 
nology,  short  on  B.  S.,"  says  Wang, 
lough  his  5%  stake  makes  him  a 
iber  of  the  software  billionaires 
,  Wang  hasn't  strayed  far  from  his 
s.  He's  still  a  regular  at  Canton,  a 
aurant  in  a  seedy  stretch  of  Man- 
an's  Chinatown,  run  by  a  childhood 
id.  Wang,  who  likes  to  rattle  the 
5  himself,  has  published  a 
lese  cookbook, 
:  Like  a  Man. 
/ang  is  leery  of  just 
at  anything  that  dis- 
:ts  from  creating  new 
iucts  or  landing  new 
s.  The  bottom  line:  CA 
the  highest  revenue  per 
iloyee  in  the  industiy — 
2,0*00  for  the  past*  12 
iths,  vs.  $422,000  for  Mi- 
ioft  and  $180,000  for  Or- 
.  "They  believe  software 
business,  not  a  hobby," 
s  Charles  Federman, 
irrnan  of  Broadview  As- 
ates  lp,  an  investment-  j 
king  boutique.  "That's  "i 
aical  in  this  industiy."  So,  f 
ke  other  software  mak- 
CA  does  not  have  a  sta-  : 
of  techno-celebrities.  "If 
I  chief  technology  offi- 
is  always  on  TV  or  on 
news,  he's  not  doing 
ch  technology,"  says 
ng.  ca  does  have  a  chief 
hnology  officer,  though. 
i's  Nancy  Li,  a  longtime 
employee  and  Wang's 
ond  wife. 

KT  PHASE.  By  main- 
ling  a  tight  focus,  Wang 
thodically  took  the  compa- 
from  a  single-product  outfit  to 
ere  it  is  today.  Initially,  growth 
ne  from  products  that  ca  cooked  up  it- 
f.  Whenever  ibm  came  out  with  new 
fsions  of  its  mainframe  operating  sys 
ns,  ca  pounced — rewriting  programs 
ih  as  CA-sort  and  CA-Dynam,  which 
Vomers  relied  on  to  squeeze  better 
rfonnance  out  of  their  costly  machines. 
'  1980,  it  had  20  products  and  $17.8 
Uion  in  sales,  setting  the  stage  for  an 
tial  public  offering  in  1981. 
The  ipo  raised  just  $3.2  million,  a  lu- 


dicrously small  sum  by  today's  standards. 
But  it  was  enough  to  get  Wang  stalled 
on  the  next  phase  of  his  growth  plan. 
He  used  the  new  shares  to  acquire 
Capex  Corp.,  a  maker  of  about  20  "utili- 
ty" programs  for  ibm's  mvs  operating 
system,  including  one  to  make  programs 
written  in  the  then  popular  COBOL  pro- 


and   annual   maintenance  contracts. 

As  CA  grew,  so  did  its  targets.  In  1987, 
when  revenues  were  just  $628  million, 
it  paid  $800  million  for  rival  UCCEL  Coip. 
By  1990,  ca  was  the  dominant  force  in 
mainframe  utilities — which  still  amounts 
to  a  $1  billion  annual  market. 

Along  the  way,  Wang  and  his  team 
developed  a  reputation  as  the  scavengers 
of  the  software  industry.  They  were  also 
relentless  in  making  their  deals  pay  off, 
^lashing  costs  and  eliminating  employ- 
ees. Customers  quickly  sensed  the 
change  when  ca  took  over  a  compa- 
ny: The  new  owner's  vigorously  en- 
forced license  agreements,  often  in 
the  courts.  A  cottage  industry  soon 
sprang  up  to  advise  companies  on 
how  to  negotiate  with  ca.  Heavy- 
handed  tactics 
did  little  to  en- 
dear ca  to  its 
customers  or  part- 
ners, such  as  giant  Elec- 
tronic   Data  Systems 
Corp.,  which  only  recently 
settled  a  protracted  and 
bitter  dispute  with  CA 
over  software  licensing  in 
outsourcing  deals. 

By  the  early  1990s, 
critics — including  a  host 
of    short-sellers — were 

poking  holes  in  the  CA 
grams  for  managing  computers.   gtory_  They  argued  that 

PRODUCT  TO  WATCH  Unicenter  TNG,  which  features  the  buy-and-slash  strate- 
a  3-D  visual  interface,  ships  in  early  1997.  gy  would  eventually  back- 

fire. Worse,  with  almost 
all  its  revenue  tied  to 
mainframes,  ca  seemed 
vulnerable  to  the  shift  to 
personal  computers  and 

so-called  client-server 
puters  common  in  many  client-server  setups.  ,.        .  , 

r  1  r   computing  networks. 


CA  S  SOFTWARE  KINGDOM 

Computer  Associates'  500  or  so  products  help  run  most 
large  corporations.  They  fall  into  three  basic  categories: 


SYSTEMS  MANAGEMENT 


MAINFRAME  CA's  mainframe  programs  handle  every- 
thing from  scheduling  computer  tasks  to  optimizing 
performance  to  troubleshooting  problems. 

NETWORKING  CA  developed  Unicenter,  a  family  of  pro- 


mmmm 

DATABASE  AND  DEVELOPM 

LS 

MAINFRAME  CA  has  various  programs  for  managing 
corporate  data  and  software  development. 

NETWORKING  CA-Openlngres  runs  on  the  Unix  com- 


PRODUCT  TO  WATCH  Jasmine,  a  new  database  pro- 
gram, is  designed  to  handle  multimedia  data  such  as 
images  and  audio  clips. 


APPLICATIONS 


MAINFRAME  CA  has  a  variety  of  programs  for  running 
corporate  accounting  and  manufacturing  operations. 

NETWORKING  New  versions  work  with  Unix  and  Win- 
dows NT  servers,  Windows  PCs,  and  soon,  Web  browsers 


gramming  language  mn  faster  and  an- 
other to  manage  tape  storage. 

That  deal  immediately  brought  in  new 
customers  and  boosted  revenues  by 
50%.  Emboldened,  Wang  and  brother 
Tony  began  targeting  other  acquisitions. 
The  formula  was  to  find  a  troubled 
company  with  a  widely  used,  if  matur- 
ing, product  line.  Usually  for  a  bargain 
price,  ca  got  a  new  customer  base 
and  a  revenue  stream  from  upgrades 


LEGENT  BET.  Wang  de- 
lights in  having  proved 
the  doubters  wrong.  With 
the  help  of  Sanjay  Kumar, 
a  young  development 
manager  who  came  to  ca 
with  the  uccel  acquisition 
and  who  has  risen  to  pres- 
ident and  chief  operating 
officer,  Wang  began  plot- 
ting a  new  course.  He  put 
more  and  more  resources  into  developing 
CA-Unicenter,  a  program  that  would  do 
many  of  the  systems  management  tasks 
that  the  company's  mainframe  software 
did — but  for  the  new  client-server  se- 
tups. He  bought  ask  Group  for  $310  mil- 
lion in  1994  to  get  the  Ingres  database- 
management  program,  which  runs  on 
minicomputers  and  network  servers. 

He  quickly  followed  with  the  $1.8  bil- 
lion purchase  of  Legent  Corp.  in  May, 
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How  Will  The  Launch  ( 
Mid-range  Computing?  Let's  Jj 


The  Compaq  ProLiant  5000  has  arrived. 
And  it's  going  to  change  everything  that  lies 
in  its  path.  Including  how  you  think  about 
mid-range  computing. 


all  your  network  servers,  it  saves  you  a  lot 
more  than  just  shoe  leather. 

Maintaining  your  network  is  easier  now, 
too.  Thanks  to  some  cool  new  Features  on 


The  ProLiant  5000,  with  its  Pentium*  Pro        Compaq  Insight  Manager,  you  can  get 


processor,  delivers  unprecedented  perfor 
manee  tor  mid-range  solutions. 

But  that's  just  the  first 
half  of  the  story. 

In  todays  client/server 
environment,  you  need 


System 

tpmC 

$  per  tpmC 

I'rul  Mill  511(1(1  6/lhh  M2 

5h7h.4S 

si  55 

1  11'  4110(1  Vru-r  1500 

5621.00 

i  ISO 

WbrltlMark  5100S 

5607(111 

s  394 

SPARC  i  enter  2000] 

5124.2] 

s  323 

HP  9000  Mod.  1  K-Pl) 

+939.11 

S232 

IBM  RS/61  J30 

3631 

S289 

■  lot  of  companies  claim  to  offer  the  lowest  cost  of 


updates  and  new  software  revisions  via  the 
Internet,  your  modem  or  CD.  And  then 
transfer  them  to  the 
Integration  Server  just 
one  time.  You  can  even 
maintain  your  network 


ownership.  Hut  we  have  the  benchmarks  to  prove  it 
more  than  power  —  you  need  control.  So  we've         when  you're  away  from  the  office.  All  you 


combined  the  Pentium  Pro  processor  with 
a  concept  we're  calling  Integration  Manage- 
ment. Giving  you  new  tools  to  manage  your 
system  throughout  its  entire  life  cycle. 

Improvements  to  SmartStart  now  let  you 
set  up  an  Integration  Server,  which  basically 


need  is  your  notebook  and  a  phone  line. 

We've  also  partnered  with  the  industry- 
leading  companies  ol  system  management 
applications.  So  now  you  can  view  your  entire 
network  in  one  place.  Together,  these  and  other 
improvements  have  helped  reshape  the  land 


serves  as  a  holding  tank  for  all  your  software.        scape  ol  mid-range  computing,  In  t  reating 


It  also  simplifies  the  setup  and  maintenance 
ol  your  network.  All  you  have  to  do  is  config- 
ure your  Integration  Server  and  then,  using 


the  most  manageable  server  in  the  industry. 
To  find  out  more  about  the  ProLiant  5000, 
\  isit  our  Web  site  at  w  vvw.compaq.com, 


SmartStart,  deploy  it  across  your  entire  net-         or  call  us  at  1-800-315-7772.  It's  not  just 


work.  It  not  onlv  ensures  consistency  acn 


ver.  It's  a  force  to  be  reck< 


■  reckoned  with. 


n  gisten  (I  n  i.l.  marks  ol  I  ompaq  I   put.  I  (  orporatwn  I  In  In"  I  ln-  nl.  I  ogo  and  ft  in  regis*  red  '<■!  1   ind  il«  C  m  Processor  I  ogo  and 

r.  in  'I..  P  r  I  ogo  an  ii. ill.  marks  ..I  Inn  I  (  reparation  VII  olbi  i  brands  anil  product  nil  .r,  trad,  marks  or  registered  trademarks  ..I  then 

icctivc  companies.  'Published  TP(  (  results  as  of  f./«6  I  he  I  Pi  (  lest  is  a  transaction  oriented  OLTP  ronmcnl  'Results  withdrawn  as  of  4/17/96 
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PENTIUM  PRO 


e  ProLiant  5000  Affect 

r  Its  Code  Name  Was  "Hurricane." 


COMPAQ. 


Has  It   Changed  Your   Life  Yet? 


Information  Processing 


1995.  The  deal,  like  other  recent  buys, 
was  all  cash,  to  avoid  dilution  of  ca's 
stock.  The  price,  paid  for  with  new  bor- 
rowing, raised  some  eyebrows.  But  the 
company  has  big  plans  for  Legent's  net- 
working and  messaging  technology,  which 
will  reemerge  early  next  year  in  a  client- 
server  product  called  Unicenter  TNG  (The 
Next  Generation).  "You'll  see  Legent  pay 
off  in  a  big  way,"  says  Kumar. 

Thanks  largely  to  Unicenter,  a  little 
more  than  one-third  of  ca's  sales  to- 
day come  from  client-server  software, 
up  from  almost  none  three  years  ago. 
Wang  expects  client-server  to  grow  to 
half  of  revenues  by  1998.  Unicenter 
alone  will  make  up  25^  of  ca's  sales 
next  year,  he  says. 

sales  push.  To  help  the  client-server 
push,  CA  announced  plans  on  Oct.  7  to  ac- 
quire Cheyenne  Software  Inc.,  a  maker 
of  programs  for  backing  up  and  manag- 
ing disk  storage  on  local-area  networks, 
for  $1.2  billion  in  cash  (using  borrowing 
capacity  left  over  from  the  credit  line  it 
set  up  to  buy  Legent).  That  will  give 
ca  an  85^  share  of  the  storage-manage- 
ment market  for  Novell  Inc.'s  NetWare 
networks,  and  new  products  to  manage 
systems  using  Microsoft's  Windows  N'T, 
an  important  new  market  for  ca.  Also. 


STAR  PERFORMER 
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IV    1     II    III    IV    1     II    III  IV 

II  III 

PERFORMANCE  (YEAR  ENDED  IN  MARCH) 

MILLIONS 

1993      1994      1995  1996 

1997- 

REVENUES 
NET  INCOME 

$1,841    2.148    2.622  3.504 

4.300 

$245      401      586  751 

950 

DATA  COMPANY  AND  ANALYST  REPORTS  'ESTIMATE 

Cheyenne's  dealer  network  gives  ca  ac- 
cess to  a  new  set  of  customers. 

Cheyenne  is  only  the  latest  and  most 
visible  part  of  an  effort  to  accelerate 
client -server  sales.  The  company  has  cre- 
ated a  special  sales  force,  the  Emerald 
Div.,  dedicated  to  selling  its  top  prod- 
ucts— Unicenter,  Openlngres,  and  a  new 
database  program  called  Jasmine — to 
nonmainframe  accounts.  "We  were  do- 
ing a  really  good  job  of  selling  products 
to  our  existing  customers.  But  if  we 
didn't  know  them,  we  didn't  sell  to 
them,"  explains  Kumar.  Meanwhile,  CA 
has  put  its  financial  and  manufacturing 


software  into  separate  business  url 
with  their  own  sales  and  marketing  J 
exited  nonessential  businesses.  4Hol 
Productions,  a  consumer  software  ul 
that  made  Simply  Money — a  flop  eJ 
as  a  giveaway — was  sold  off  in  Octot 

These  moves  should  leave  CA  m 
focused  on  its  core  business — just  wl 
the  need  for  better  plumbing  is  soaii 
After  years  of  unchecked  developme 
companies  are  trying  to  get  a  han 
on  their  sprawling  information  s; 
terns — to  understand  what  software  £ 
data  they  have  accumulated  and  h 
much  they  are  paying  for  it  all.  1 
continuing  spread  of  client-server  n 
works  and  the  growing  use  of  the 
ternet  only  makes  the  need  for  si 
technology  more  urgent.  Yankee  Grc 
Inc.  estimates  that  sales  of  systei 
management  software  will  grow  fr 
So  billion  today  to  almost  S9  billion 
2000.  "Computing  is  an  expensive 
source,"  says  Steven  Ruegmitz,  a  fi 
vice-president  at  Lehman  Brothers  I 
in  charge  of  the  firm's  10,000  wo 
stations  and  PCs.  Systems  managem* 
software  "puts  us  in  a  better  position 
manage  our  costs." 

ca  sees  its  shot:  to  create  produ 
that  will  give  management  a  single,  cc, 


Jost  outside  your  business  to  ward 


o  ff  bothersome  discount  long  ^ 
distance  sales  reps.  W / 


We're  so  glad  you 
dropped  by  to  offer  us  \^ 
"big  savings" over  AT&T,  but  we 
called  1-800-COMPARE  and  found 


NO  SOLICITORS 

out  that  no  matter  what  your  offer  is, 
X   AT&T  guarantees*  a  competitive  /~ 
price.  So  thanks! 
But  no  thanks,  /jr 


1  996  AT&T 

w  ww  att.com/compare 

"If  you  don't  agree,  we'll  give  you  a  free  month  of  long  distance  up  to  S500  Exclusions  and  limitations  apply 


Television's  #1 
)aily  Business  News  Program. 


NIGHTLY 
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Information  Processing 


prehensive  view  into  all  of  its  far-flung 
computers  and  networks  so  they  can  be 
managed  centrally.  That  way,  companies 
can  pinpoint  and  fix  trouble  spots  before 
they  start  hurting  the  organization's  abil- 
ity to  do  business.  Such  a  system  also 
lets  companies  enforce  corporate  poli- 
cies, including  ensuring  that  workers  are 
using  only  sanctioned  software. 

This  is  where  Unicenter  TNG  comes 
in.  tng  is  designed  to  give  companies  a 
way  to  manage  everything  on  a  network: 
from  monitoring  the  mainframes  to  track- 
ing and  updating  the  versions  of  soft- 
ware loaded  on  desktop  pes  on  any  local- 
area  network,  anywhere  in  the  world. 
The  system  features  a  3-D  graphical 
view  of  a  company's  systems  and  net- 
works, so  computer  managers  can  "fly" 
into  a  building  and  right  into  the  com- 
puter giving  them  trouble. 
BANK  DEAL,  tng  will  have  tough  compe- 
tition from  Tivoli,  a  ca  rival  acquired  by 
IBM  earlier  this  year.  Tivoli's  systems- 
management  framework  is  based  on  in- 
dustry standards  and  in  some  ways  is 
ahead  of  tng.  Now,  with  ibm's  financial 
muscle  behind  it — and  popular  IBM  main- 
frame products  such  as  Netview  to  offer 
as  well — Tivoli  is  giving  ca  a  good  fight. 
Its  latest  product,  Global  Enterprise 


Manager,  is  "the  ultimate  CA-kfller"  says 
Tivoli  chief  Frank  Moss. 

Igor  Stenmark,  a  Gartner  Group  ana- 
lyst, gives  the  early  advantage  to  ca, 
even  before  tng  ships.  In  its  first  six 
months,  CA's  Emerald  Div.  has  already 
snagged  125  deals,  including  a  recent 
contract  with  Bank  of  America,  where  CA 
edged  out  Tivoli.  CA's  Unicenter  will  help 
the  hank  manage  its  lif>,()()(l  pes  and  5,000 


FOCUS 


multimedia  content  going  online,  objM 
databases  "will  be  one  of  the  bigg] 
moneymakers"  in  Internet  software,  si 
Forrester's  DePalma.  But  ca  will  ■ 
competing  with  database  heavyweigj 
such  as  Oracle  and  Informix  Corp. 

Database  programs  for  Web  contj 
and  3-D  interfaces?  This  doesn't  sot 
like  boring  old  ca.  Indeed,  CA's  biggl 
challenge  may  be  changing  its  imq 
from   a  shai 


CA's  core  products  are 
tailor-made  for  a  growing  number  of 
companies  trying  to  get  a  handle  on 
their  sprawling  information  systems 


eyed  financl 
scavenger  tol 
technology  inl 
vator  and  com 
erative  partnl 
Some  analyfl 
figure  ca  has  I 
ready  lived  dol 
its  bad  old  il 


servers.  And  with  the  help  of  new  part- 
ner eds,  CA  just  nailed  a  megadeal  with 
Xerox  Corp.  to  manage  its  70,000  PCs. 

Another  big  bet  is  on  Jasmine,  an  "ob- 
ject-oriented" database  program  that  will 
let  developers  create  multimedia  appli- 
cations. Unlike  conventional  databases, 
which  handle  text  and  numbers  only,  ob- 
ject databases  can  store  and  retrieve 
sound,  video,  and  images.  With  all  of  the 


'J 


age.  "You  s 
have  people  with  knee-jerk  reactions  $ 
ca,  but  they  have  really  cleaned 
their  act,"  says  DePalma. 

Is  there  a  new,  mellow  CA?  Wa 
scoffs  at  the  idea  but  admits  his  compj  ILTI* 
is  trying  harder  to  be  a  team  play 
"We  weren't  as  bad  as  people  said 
were,  and  we're  probably  not  as  gc 
as  they're  saying  we  are  now,"  he  sa; 
By  Amy  Cortese  in  Islandia,  N 


PER  MONTH 


II 


At  the  DISH  Network  we're  selling  our  complete 
state-of-the-art  18"  digital  satellite  system  for  only  $199  when 
you  subscribe  for  a  year  to  America's  Top  -»()  CD™. 

With  one  phone  call  you  can  gel  America's  Top  -.0 
channels,  including  The  Disney  Channel,  plus  ill  channels  of 
digital  music  for  $300  a  year'  That's  just  S2S  a  month!  And  we 
offer  all  the  multichannel  premium  services  like  HBO  and 


AMERICA'S  TOP  40  CD 

VS.  COMPARABLE  PROGRAMMING 


igtk 


Top  40  CO" 


DISH  Network      DIRECTV /USSB"  U.S.  Average  Cable 


Showtime  at  cable-busting  rates,  too. 

Cable  just  can't  compete.  Average  cable  costs  over  $42 ;  ic-he; 
month.  THE  DISH  NETWORK  WILL  SAVE  YOU  $17  A  MONTI 
OR  OVER  $200  \  YEAR.  EVERY  MONTH!  EVERY  YEAR! 

So  make  the  comparison  and  then  make  the  call.  To  th< 
company  where  more  will  always  cost  you  less.  The  D1S1 
Network. 


VISA 


dfi,  BE" 


Call  Now.  Limited  Time  Of  fer. 

30-day  money  back  guarantee,  http://www.dishnetwork.com 


TO  ORDER  YOUR  COMPLETE  SYSTEM 
AND  A  YEAR  OF  PROGRAMMING  CALL: 


1-800-333-DISH 


3    4    7  4 


I  HQ 


dlsB 

NETWORK 


Nothing  Else  Compares"™ 


WHEN  YOU  PURCHASE 
1  YEAR  OF  AMERICA'S 
TOP  40  CD  FOR  $300 
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U.TH 


HE  WORLD  WAR 
N TODACCO 

'illations  are  cropping  up  from  Bahrain  to  Brazil 


| or  centuries,  Arab  men  have 
■  gathered  in  cafes  to  smoke  tobac- 
co through  water  pipes.  But  in 
August,  the  ancient  pastime  came 
1  end  in  the  city  of  Abu  Dhabi,  in 
United  Arab  Emirates  (uae).  De- 
ng the  pipe,  known  as  a  shisha,  a 
ic-health  risk,  municipal  authori- 
banned  them  from  public  places, 
local  smokers,  it  has  been  a  hard 
In  late  September,  the  uae,  Sau- 
rabia,  Kuwait,  Oman,  Bahrain,  and 
r  announced  joint  plans  to  increase 
2Co  and  cigarette  duties  by  up  to 
k  And  in  June,  the  six  nations, 
bers  of  the  Gulf  Cooperation  Coun- 
equired  reductions  in  nicotine  and 
svels. 

hi  Dhabi  is  just  part  of  a  surge  in 
obacco  regulation  spreading  out 
the  U.  S.  and  across  the  globe. 
1  Sao  Paulo  to  Slovenia,  new  re- 
;ions  are  being  slapped  on  smok- 
lmost  daily.  On  Oct.  16,  the  North- 
Chinese  city  of  Tianjin  instituted  a 
ride  ban  on  smoking  in  public 
s,  the  27th  city  in  the  country  to  do 


so  since  late  1994.  A  few  days  earlier, 
South  African  Health  Minister  Nko- 
sazana  Zuma  scared  major  local  manu- 
facturers, including  Rembrandt  Group 
Ltd.  and  Imperial  Tobacco  Ltd.,  by 
threatening  to  ban  tobacco  advertising. 
If  Zuma  follows  through  on  the  threat, 
she'll  be  in  good  company:  Mexico,  Hun- 
gary, Latvia,  Brazil,  and  Belgium  are 
all  considering,  or 


have  enacted, 
limits  on  tobacco 
ads. 

While  tobacco 
has  always  been 
highly  regulated, 
the  current  inter- 
national clamp- 
down  is  unprece- 
dented, says 
David  Sweanor, 
senior  legal  coun- 
sel for  Canada's  Non-Smokers'  Rights 
Assn.  He  attributes  the  new  wave  of 
restrictions  to  the  world  health  commu- 
nity's steadily  increasing  concern  about 
tobacco-related  illness.  On  Sept.  15,  the 


CAFE  SOCIETY:  Smoking  bans 
are  coming  to  Western  Europe 

World  Health  Organization  re- 
ported that  tobacco-related  deaths 
would  triple  by  2020,  turning  the 
leaf  into  the  world's  No.  1  cause  of 
death.  "The  pace  of  antitobacco 
regulation  is  accelerating  world- 
wide," says  Garfield  Mahood,  ex- 
ecutive director  of  the  Canadian 
nonsmokers'  group.  "Compared  to 
where  we  were  a  decade  ago, 
we're  much  further  ahead." 

That's  bad  news  for  interna- 
tional tobacco  giants  such  as 
Philip  Morris,  rjr  Nabisco,  bat 
Industries,  Rothmans,  and  Imper- 
ial Tobacco.  Even  though  the 
U.  S.,  Canada,  and  Western  Eu- 
rope have  been  tightening  re- 
strictions on  smokers  for  years, 
manufacturers  have  figured  they 
could  maintain  growth  by  moving 
into  the  huge,  booming  markets  of  Asia, 
Eastern  Europe,  South  America,  Africa, 
and  the  Middle  East.  While  consumption 
is  declining  by  1.5%  annually  in  the 
U.  S.  and  2.3%  in  Britain,  it's  rising  by 
1.7%  in  the  developing  world. 
EXPANDING.  As  the  multinationals  roll 
into  these  newly  open  markets,  they 
are  gobbling  up  market  share  by  sell- 
ing better-tasting  cigarettes,  attract- 
ing women  smokers,  and  launching  so- 
phisticated ad  campaigns.  Smith  Barney 
Inc.  analyst  Martin  Feldman  estimates 
that  Philip  Morris  Cos.'  1996  operat- 
ing income  from  international  tobacco 
sales  will  be  $4.14  billion,  nearly  equal- 
ing its  domestic  sales  of  $4.17  billion  for 
the  first  time.  Feldman  expects  inter- 
national tobacco  operating  income  to 
continue  rising  by  20%  annually  for 
the  next  several  years — more  than  dou- 
ble even  the  most  optimistic  domestic 
forecasts. 

But  in  the  long  term,  the  flood  of 
international  anti- 


SMOKING  KILLS 


Chief  Medical  Officers'  Warning 
12mg  Tar  l.img  Nicotine 


triple  by  2020, 
the  world's  No 


WARNING 


Deaths 
related  to 
tobacco  will 
making  it 

.  1  ll\h:l 


tobacco  rules 
could  well  damp- 
en earnings.  And 
if  tobacco  manu- 
facturers become 
pariahs  in  the  de- 
veloping world, 
as  they  have  in 
some  developed 
countries,  their 
decades-long  rec- 
ord of  uninter- 
rupted growth  could  finally  end.  "Is  it 
going  to  affect  their  bottom  line?"  asks 
Gregory  Connolly,  director  of  Massa- 
chusetts' Tobacco  Control  Program  and 
a  U.  S.  adviser  on  tobacco  issues  to  the 
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The  tobacco  industry  is  circumventing  ad  bans  by  putting 
brand  logos  on  awnings  and  sponsoring  rock  concerts 


World  Health  Organization.  "In  five 
years,  probably  not.  But  it's  going  to 
catch  up  to  them  in  25  to  30." 

The  tobacco  industry  is  answering 
the  ban-age  of  international  broadsides 
with  characteristic  vigor.  In  countries 
such  as  Poland  and  Malaysia,  manufac- 
turers are  circumventing  ad  bans  by 
slapping  their  brand  names  and  logos 
on  clothing  and  restaurant  awnings,  as 
well  as  sponsoring  rock  concerts,  fashion 
shows,  and  sporting  events. 

In  Western  Europe,  where  lighting 
up  at  restaurants,  office  buildings, 
and  other  public  places  is  still 
more  acceptable  than  in  th 
U.S.,  Philip  Morris  earlier 
this  summer  launched  a  pre- 
emptive strike  to  prevent 
secondhand-smoking  regula- 
tions. In  a  Western  Euro- 
pean ad  campaign  that  back- 
fired, Philip  Morris 
suggested  that  inhaling  sec- 
ondhand smoke  is  less  dan- 
gerous than  eating  a  cookie 
or  drinking  milk.  The  cam- 
paign was  banned  from 
France  after  the  National 
Union  of  Biscuit  Makers  and 
the  National  Committee 
Against  Tobacco  Use  filed 
separate  suits  against  Philip 
Morris. 

TAX  LOSS.  Industry  execu- 
tives insist  that  international 
sales  will  continue  to  grow 
in  spite  of  the  increasing 
clamor  over  tobacco's  risks. 
"It's  something  we've  always 
had  to  deal  with.  We  sell  one  of  the 
most  regulated  products  in  the  world," 
says  Elizabeth  Cho,  a  spokesperson  for 
Philip  Morris  International  Inc.  And  in 
the  short  term,  at  least,  analysts  agree. 
Because  tobacco  companies  are  now- 
gaining  access  to  many  markets  that 
were  traditionally  closed,  they  can  con- 
tinue to  grow  "even  if  the  overall  pie 
shrinks,"  says  Marc  I.  Cohen,  an  analyst 
at  Goldman.  Sachs  &  Co.  Also  working 
in  their  favor  are  tobacco  taxes,  a  criti- 
cal source  of  income  to  governments  in 
developed  and  undeveloped  countries 
alike  that  officials  will  be  reluctant  to 
surrender. 

But  what's  spooking  manufacturers 
is  that  smoking  restrictions  are  coming 
from  places  where  smokers  were  gen- 
erally allowed  to  puff  in  peace.  In 


Nicaragua,  a  cigarmaking  country,  a  law 
was  passed  this  summer  restricting 
cigarette  sales  to  minors  and  increas- 
ing the  size  of  warnings  on  packaging. 

Poland,  always  a  land  of  smokers, 
took  the  offensive  against  tobacco  in 
May,  passing  a  landmark  law  banning 
sales  in  sports  arenas  and  street  vend- 
ing machines,  prohibiting  advertising  on 
tv,  radio,  and  in  the  cinema,  and  block- 
ing the  marketing  of  cigarettes  in  packs 
of  less  than  20.  Even  in  smoke-loving 
China,  where  an  estimated  39%  of  the 
world's  cigarettes  are  consumed,  of- 
ficials announced  earlier  this  year 
that  they  plan  to  ban  tobacco  ad- 


STUBBING  OUT  SMOKING 

Countries  across  the  globe  are  jumping 
on  the  antitobacco  bandwagon 


CANADA  Pioneering  legislation  is  under  consideration  that  would 
require  cigarettes  to  be  sold  in  generic  packages. 

CHINA  In  January,  health  officials  launched  a  drive  to  ban  tobacco 
advertising  by  2000.  Smoking  in  public  places  has  been  banned  in  27 
cities  since  1994.  including  Beijing  and  Tianjin. 

MEXICO  To  combat  teen  smoking,  Mexico's  Health  Ministry  is 
preparing  regulations  to  prohibit  ads  near  schools  and  halt  promotions 
aimed  at  youths. 

POLAND  In  May,  the  country  passed  a  sweeping  new  law  banning 
sales  in  vending  machines  and  sports  arenas,  and  prohibiting  TV  and 
radio  advertising. 

SOUTH  AFRICA  Accusing  local  tobacco  companies  of  flouting 
health  warnings,  South  African  Health  Minister  Nkosazana  Zuma  in 
October  threatened  to  ban  all  cigarette  advertising. 
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vertising  by  2000.  But  health  officials 
concede  that  the  move  was  partially 
motivated  by  a  desire  to  protect  the 
state-run  cigarette  industry,  which  does- 
n't advertise  much. 

Meanwhile,  nations  that  have  already 
aggressively  restricted  smoking,  such 
as  Canada,  Australia,  New  Zealand,  and 
Finland,  are  pioneering  even  tougher 
measures.  Canada's  House  of  Commons 
Standing  Committee  on  Health  has  rec- 
ommended that  the  country  require  all 
cigarettes  to  be  marketed  in  plain  packs 
devoid  of  all  color,  pictures,  or  logos. 
The  only  printing  allowed  on  packages 
would  be  the  health  warning,  the  toxics, 
and  the  name  of  the  brand  in  generic 
type.  In  Australia,  a  court  in  mid-Octo- 
ber declared  the  inside  of  a  tobacco  shop 
to  be  a  public  place,  a  move  which  could 


prevent  cigarette  packages  from  beir  f; 
displayed  inside  stores. 

Unlike  in  the  U.  S.,  antitobacco  a 
tivists  in  other  nations  generally  ha\  | 
focused  on  legislation  rather  than  lit 
gation.  In  Italy,  the  leading  antitobaci  - 
group  Italian  League  for  the  Figl 
against  Tumors  declined  to  back 
groundbreaking  personal-injury  lawsu  '" 
against  the  tobacco  industry  brought  I , 
a  Florence  lawyer,  believing  it  wou 
be  an  ineffective  tool  in  that  countr 
The  attorney  sued  the  state  cigaret  r- 
monopoly  following  his  father's  prem 
ture  lung  cancer  death.  But  with  U. 
suits  making  headway,  antitobacco  hi  [ 
gation  is  starting  to  sprej 
to  other  countries  with  fastis 
and  more  efficient  courts 
early  November,  40  smokef 
plan  to  file  what  would  at 
pear  to  be  Britain's  first  per 
sonal-injury  lawsuit  againjj;- 
cigarette  manufacturers.  1. 

America's  antitobacco  fej" 
ment  is  also  emboldening  a| 
tivists  at  the  political  levf ^ 
"There  was  a  fearfulness  [ 
taking  on  the  tobacco  indu. 
try  in  Asia,  and  now,  tU 
fortress  is  seen  as  crur  t.- 
bling."    says    Dr.  Judi 
MacKay,  director  of  Hor^- 
Kong's  Asian  Consultancy  < 
Tobacco  Control,  which  a ,J 
vises  governments  on  heal  4 
issues.  In  spite  of  staunch  i 
dustry    opposition.  Hor 
Kong  is  considering  tobac 
advertising  restrictions. 
Just  as  important.  America's  grow- 
ing rejection  of  cigarettes  is  also  st- 
ing to  tarnish  what  was  once  a  sym 
of  glamour  and  success.  "Cigaretfc 
have  been  sold  in  much  of  the  world 
a  very  Western,  and  particularly  Am' 
ican.  thing  to  do,"  says  Richard  Da 
nard.  chair  of  the  Tobacco  Product 
ability    Project,    at  Northeastei 
University.  "To  the  extent  that  it  ceas 
to  be  an  American  thing  to  do,  thj 
message  will  not  be  lost  on  Europe  ai 
the  Third  World."  Judging  from  the  cu 
rent  spate  of  antitobacco  efforts,  tl 
message  appeai-s  to  be  coming  throij 
loud  and  clear. 

By  Mike  France  in  New  York,  m 
William  C.  Symonds  in  Toronto.  Mori 
ca  Lamer  in  Rome,  Dave  Lindorff 
Hong  Kong,  and  bureau  reports 
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Entertainment 


HOLLYWOOD 


AT  DISNEY,  THERE'S 
LIFE  AFTER  TOONS 

Chairman  Joe  Roth  reanimates  the  studio  with  live  action 


■  n  the  wee  hours  of  a  recent  October 
I  morning,  as  most  of  Hollywood  slept 
I  off  its  risotto  and  shiitakes,  Joe  Roth 
I  was  up  reading.  By  7  a.m.,  the  usu- 
ally laid-back  chairman  of  Walt  Disney 
Studios  had  already  put  in  three  hours 
digesting  360  pages  of  Michael  Crich- 
ton's  soon-to-be-published  novel  Air- 
frame. By  daybreak.  Roth  was  doing 
his  best  to  ruin  the  morning  for  rival 
studio  chiefs  by  making  a  preemptive 
deal  for  movie  rights  to  the  hotly  sought 
book.  By  the  end  of  the  day,  he  had 
bid  a  hefty  $8  million  for  the  rights. 

Tightfisted  Disney  in  a  bidding  war 
over  a  film  with  live  actors?  Ever  since 
mid-1994,  when  the  48-year-old  Roth 
took  over  from  Jeffrey  Katzenberg,  the 
studio  has  become  downright  talent- 
friendly.  Budgets  are  up,  and  superstar 
directors  and  writers  are  signing  on. 
After  a  slow  start,  Roth  is  churning  out 
hits  for  a  studio  that  had  produced  few 
blockbusters  that  weren't  cartoons.  And 
if  the  Hollywood  buzz  is  right,  the  stu- 
dio has  two  hot  holiday  flicks:  the  action 
film  Ransom,  directed  bv  Ron  Howard 


and  opening  Nov.  8,  and  101  Dalma- 
tians, a  live-action  remake  of  the  car- 
toon classic,  starring  Glenn  Close,  open- 
ing Nov.  27. 

For  Roth,  the  search  for  hot  scripts 
and  big-name  talent  is  part  of  a  plan 
to  remake  a  studio  that  lost  much  pres- 
tige, as  well  as  an  estimated  $150 
million,  in  the  early  1990s.  While  the 
animated  unit  churned  out  such  block- 
busters as  The  Lion  King,  the  live-ac- 
tion unit  was  limping,  making  duds  like 
Life  with  Mikey  and  Cabin  Boy.  Says 
Walt  Disney  Co.  Chairman  Michael  D. 
Eisner:  "We  turned  out  too  many 
turkeys." 


Roth's  credo:  Buy  hot 
scripts  and  top  talent. 
Make  fewer  flicks-but 
make  them  better 


HOLIDAY  TRAFFIC:  Roth 

mt  (above)  is  banking  on  a 
|  Christmas  blockbuster  in 
I  the  thriller  Ransom,  star- 
'i  ring  Mel  Gibson  (left) 

Now,  Roth's  credo  is  to  make  fe\ 
but  more  expensive  and  higher-pro 
movies.  He's  paring  back  from  the 
films  Disney  made  in  1995  to  fewer  t 
20  by  the  decade's  end.  But  with 
pensive  stars  such  as  Eddie  Murj 
and  Demi  Moore  and  action  direct 
like  Ridley  Scott  already  signed  on, 
average  budget  for  a  Disney  film 
heading  over  $30  million,  from  $22  t 
lion  two  years  ago.  "This  is  not  a  cc 
modify  business,"  says  Roth,  lunching 
the  corporate  dining  room  in  his  wo 
clay  attire  of  jeans  and  a  white  sh 
"The  [movies]  people  are  going  to  w 
to  watch  need  to  stand  out." 
"DO  IT."  To  find  those  movies,  Joe  R 
collects  star  producers  and  direct 
with  Ms  easygoing — and  free-spendm 
style.  A  onetime  director  of  such  1< 
brow  fare  as  Revenge  of  the  Nerds 
Nerds  in  Paradise,  Roth  is  genuin 
liked  by  Hollywood's  creative  commi 
ty  for  his  willingness  to  open  his  wa 
while  ceding  creative  control.  Howe 
who  hadn't  made  a  film  for  Disney  si 
1984's  Splash,  returned  when  R 
showed  him  the  script  for  Ransom  ; 
promised  to  keep  out  of  the  way.  " 
notes,  no  meetings,  nothing,"  s; 
Howard's  partner,  Brian  Grazer.  E^ 
when  Ransom  crept  to  nearly  $6( 
lion  and  another  $1  million  was  nee< 
to  redo  the  score,  says  Grazer,  "Joe  s; 
'If  you  need  it,  do  it.' " 

To  free  up  the  money  he  needs 
lure  stars.  Roth  has  slashed  an  estim 
ed  $350  million  by  cutting  20%  of  I 
ney's  overhead,  phasing  out  the  1 
starved  Hollywood  Pictures  unit, 
cutting  by  40%  the  number  of  movies 
development.  But  for  those  he  mak 
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ntends  to  spend  big.  He  shocked 
ywood  by  paying  $3  million  for  the 
ts  to  The  Horse  Whisperer,  a  novel 
irst-time  writer  Nicholas  Evans, 
n  he  spent  lavishly  to  promote 
m,  for  which  Disney  had  only  the 
sstic  rights,  and  The  Rock,  a  thriller 
cost  nearly  $70  million  to  make, 
hat's  called  playing  the  odds.  The 
I  will  eventually  earn  an  estimated 
'  million  profit  for  the  studio  from 

0  rentals  and  foreign  sales.  And 
is  banking  on  other  high-profile 

ley  projects  to  do  the  same.  He 

1  Home  Alone  creator  John  Hughes 
'isney  to  work  on  101  Dalmatians. 

two  had  worked  together  at  Fox, 
rh  Roth  had  run  before  joining  Dis- 
as  an  independent  producer  in  1992. 
tING.  Roth's  biggest  coup  was  to  get 
in  Williams,  who  felt  Disney  under- 

him  for  his  work  as  the  voice  of  the 
e  in  Aladdin,  to  rejoin  the  company. 

comic  made  Jack  for  Disney  and 
,  year  will  star  in  a  remake  of  The 
ent-Minded  Professor.  Williams' 
est  contribution,  however,  was  to 
ide  the  genie's  voice  in  Aladdin  and 
King  of  Thieves,  an  Aladdin  sequel 

has  sold  more  than  12  million 
bs.  "Joe  called  him  every  day  until 
in  agreed  to  talk  to  him,"  says  Har- 
Weinstein,  co-chairman  of  Disney- 
ed  Miramax  Films  Inc.  "Joe's  got 
way  about  him.  Whatever  it  is,  you 
t  to  be  in  business  with  the  guy." 
an  a  silver  tongue  and  a  good  eye 
i  script  restore  profitability  to  Dis- 
1  live-action  unit?  Early  on,  the 
|  magic  didn't  seem  to  be  working, 
studio  took  an  estimated  $25  million 
.e-down  on  the  lame  Celtic  Pride 
another  hit  on  Nixon.  But  that  was 
re  the  string  of  hits  this  summer 
i  The  Rock  and  Phenomenon.  That 
:ess  helped  solidify  a  position  for 
|  who  insiders  say  was  initially  wor- 
that  President  Michael  Ovitz  would 
iper  his  freedom.  Recently,  Eisner 
inded  Roth's  role  to  include  TV  pro- 
;ion  and  home  video, 
till,  this  year's  successes  could  be 
wed  by  a  sea  of  red  ink,  especially  if 
l-priced  flicks  begin  to  tank.  But 
h  says  he  has  that  under  control, 
example,  he's  splitting  the  cost  of 
dng  Star  ship  Troopers,  estimated  at 
)  million,  with  Sony  Pictures — a  tac- 
favored  by  many  studios  to  keep 
ti  budgets.  Next  year,  the  Disney 
chief  has  a  new  slate  of  biggies,  fil- 
ling an  airplane  disaster  film  called 
\  Air,  an  Eddie  Murphy  comedy,  and 
ry  Cross,  the  tale  of  the  Navy  Seals 
ring  Demi  Moore.  Even  for  Disney's 
Laid-Back,  that's  a  lot  of  dollars 
a  ton  of  risk.  It's  enough  to  keep 
studio  exec  up  into  the  wee  hours. 
iy  Ronald  Graver  in  Burbank,  Calif. 
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We  hope  you'll  come  visit  Tennessee  this  year.  And  if  you  do,  we  hope  you'll  include  a  stop  in  Lynchburg. 

ONE  OF  THE  FEW  THINGS  older  than  Jack 
Daniel's  in  the  state  of  Tennessee  is  the  state 
of  Tennessee. 

At  Jack  Daniel  Distillery,  we're  proud  to  celebrate 
Tennessee's  Bicentennial  this  year.  For  it  wasn't 
long  after  being  granted  statehood  that  Tennessee 
became  known  as  the  home  of  Mr.  Jack 
Daniel  and  his  charcoal-mellowed 
whiskey.  (We  still  use  his  method 
today.  )  Our  great  state  has  seen  many 
changes  in  the  past  200  years.  But  if 
you're  a  whiskey  drinker,  we  think 
you'll  be  glad  Jack  Daniel's  isn't  one 
of  them. 


SMOOTH 
TENNESSEE 


SIPPIN' 
WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow.  Proprietor,  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  m  the  National  Register  of  HiMunt  Places  by  the  United  States  Government, 
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EXECUTIVE  SUITE 


CASEY  COWELL'S 
MODEM  OPERANDI 

U.S.  Robotics'  boss  has  learned  to  delegate-and  get  results 


■  n  1984,  Casey  G.  Cowell  was  fighting 
I  to  save  his  fledgling  modem  company, 
I  U.  S.  Robotics  Coip.  He  needed  more 
I  semiconductors  to  meet  orders  but 
was  stymied  by  an  industrywide  short- 
age. Hoping  to  score  points,  he  invited  an 
executive  from  Oki  Semiconductor  to 
visit  usr's  offices,  then  housed  in  a  dingy 
loft  on  Chicago's  West  Side.  During  Cow- 
ell's  presentation,  a  lump 
of  plaster  fell  from  the 
ceiling,  bounced  off  the 
exec's  head,  and  landed 
in  his  coffee.  Cowell 
barely  paused.  After 
making  sure  his  guest 
was  0.  K.,  he  finished 
laying  out  usr's  strate- 
gy— and  got  the  needed 
components.  Recalls 
John  McCartney,  now 
usr's  chief  operating  of- 
ficer: "He  wouldn't  let 
anything  distract  him." 

With  that  single- 
mindedness,  Cowell  has 
built  U.  S.  Robotics  into 
one  of  America's  hottest 
companies.  Twenty  years 
ago,  he  dropped  out  of 
grad  school  at  the  Uni- 
versity of  Rochester, 
where  he  was  studying 
economics,  to  found  a 
business  with  some  bud- 
dies from  his  undergrad 
days  at  the  University 
of  Chicago.  They  took 
the  name  from  the  Isaac 
Asimov  classic  /,  Robot, 
then  tried  to  figure  out 
what  to  manufacture.  ~ 
Making  modems  was  mine  fluke  than 
foresight.  "I  also  thought  biotech  would 
be  a  good  field,  but  I  didn't  know  any- 
thing about  biotech,"  says  Cowell.  "I 
knew  something  about  computers." 

The  group  set  out  to  make  a  keyboard 
with  an  acoustic  coupler — the  foremnner 
of  the  modem — to  turn  a  TV  into  a 
makesliift  computer.  The  coupler  was  fin- 
ished first,  so  they  began  selling  it  alone. 


usr's  big  break  came  when  red-hot  Ap- 
ple Computer  Inc.  tapped  it  to  make 
modems  in  the  early  1980s.  But  in  1985, 
when  the  PC  market  slowed,  usr  edged 
toward  bankruptcy.  Then  Cowell  raised 
new  money  to  push  into  the  retail  mar- 
ket. And  then  the  Internet  got  hot. 

Fast-forward  to  1996.  U.S.  Robotics 
has  nearly  6,000  employees,  worldwide 


THE  STRATEGIST:  "In  a  sense, 
now  I  do  nl most  nothing — 
nothing  directly,"  says  Cowell 


operations,  and  sales 
that  should  approach  $2 
billion  when  the  fiscal 
"  year's  results  are  an- 
nounced on  Nov.  4,  compared  with,  rev- 
enues of  $889.3  million  in  1995  and  $499.1 
million  in  1994.  During  1995,  usr's  stock 
more  than  quadrupled,  to  a  split-adjusted 
43%.  It  climbed  to  100'A  this  year  before 
falling  as  low  as  46%  and  has  since  re- 
covered to  the  mid-60s.  According  to 
Dataquest  Inc.,  usr  had  26.2%  of  the 
$2.5  billion  North  American  modem  mar- 
ket in  1995,  while  onetime  leader  Hayes 


Microcomputer  Products  Inc.  was  N< 
with  8.4%.  usr  began  pushing  aggi 
sively  abroad  in  1989,  and  overseas  s? 
are  now  26%  of  revenues.  And  si 
1992,  it  has  diversified  into  a  host 
products  including  conference  phones 
electronic  organizers. 
AUTONOMY.  Despite  its  market  leac 
ship,  these  are  challenging  days  for 
Cowell  recently  warned  that  core  moc 
sales  are  slowing  and  growth  is  unlil 
to  maintain  its  torrid  pace.  Fourth-qua 
earnings  could  well  fall  short  of  the  71 
share  analysts  expect.  Rivals  are  con 
up  with  new  technologies,  such 
modems  for  cable-TV  lines  that  will  tra} 
mit  data  much  more  quickly  than  ufjj 
phone  modems.  For  all  his  success,  Chi. 
man  and  Chief  Executive  Cowell  rri 
still  show  that  he  can  manage  a  compl 
that's  nearly  doubling  in  size  every!* 
months,  as  new  generations  of  modata 
are  required  almost  as  quickly. 
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AN  ENTREPRENEUR 
FOR  THE  LONG  HAUL 

For  20  years,  founder  Casey  Cowel% 
has  remained  U.  S.  Robotics '  primam  \ 
strategist  and  decision-maker.  As  th 

company  enters  its  third  decade,  hm 
faces  new  challenges: 

►  Managing  a  nearly  $2  billion 
global  company  that  makes  a 
wide  array  of  products,  among 
them  modems,  conference 
phones,  and  electronic  organizer! 

►  Maintaining  strong  growth  as  the| 
modern  market  slows  from  the 
torrid  pace  of  recent  years 

►Competing  against  more  and  lar| 
er  rivals  as  new  methods  of  data' 
transmission  are  developed 

►  Developing  products  to  take 
advantage  of  the  cable  infrastrufij 
ture  and  other  new  means  of  da| 
transmission 


Don't  bet  against  Mm.  So  far,  Com 
43,  has  proven  to  be  the  rare  bl 
nessperson  able  to  move  from  entrere 
neur  to  ceo  of  a  multibillion-dollar  )r 
poration.  At  the  stall,  he  used  to  sola 
parts  onto  base  plates  and  lay  out  fits 
ry  floors.  Now,  he  focuses  on  long-f 
strategy.  "It  used  to  be  that  I  did  evi 
tiling,"  he  says.  "In  a  sense,  now  I  di 
most  nothing — nothing  directly." 

That  may  be  the  essence  of  Cowel 
and  usr's — success.  He  has  ceded 
sponsibility  to  talented  executives, 
though  he  has  shown  himself  willin 
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In  the  business  world  today,  the 
winner  is  invariably  the  company 
with  the  most  intelligent  strategy. 
Thinking  in  various  directions  is 
critical  before  you  make  your 
next  move.  That  is  why  we  work 


together  closely  with  our 
partners  to  develop  the  most 
efficient  and  effective  logistics 
concepts  for  our  customers. 
Call  us  for  more  detailed  infor- 
mation at  1-800-LH-CARGO. 


Lufthansa  Cargo 

Thinking  in  new  directions 


ThinkPad 


120  or  133MHz1  Pentium 
processor  runs  software 
hi  lightning  speeds. 


\l  ti  mere  si\  pounds: 
\  ou  can  take  your 
I hinl,  l'n(l  anyu  Ivere. 


With  TrackPoint  III. 
your  hands  never  have 
to  Icon  the  keys. 
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Introducing  the  new  ThinkPad  365.  Because  everyone  could  use  im 

b  J  lock 

affordable  place  to  think.  Now,  even  if  you're  short  on  work  space,  y<^; 
can  still  stretch  your  mind  as  tar  as  youd  like. 

The  IBM  ThinkPad  365  brings  you  award-winning  ThinkP 
technology- with  Pentium  processor  power  -  starting  at  $2,499, 

Its  a  very  comfortable  place  to  work.  It  offers  an  inspiring  vit 
(a  bright,  10.4"  or  11.3"  color  screen)  as  well  as  a  hard  drive  wi 
room  enough  to  store  ideas  as  big  as  yours.  It  comes  complete  wi1 
Lotus  Smart  Suite  for  instant  produc- 
tivity. And  select  models  are  designed 
with  full  multimedia  capabilities, 
including  an  integrated  CD-ROM  drive. 

Call  1  800  426-7255,  ext.  4730,  or 
visit  us  at  www.pc.ibm.com/thinkpad 
for  details  on  the  new  ThinkPad  365. 
You  II  find  its  not  only  affordable,  it  s 
absolutely  thought-provoking. 


:  Model  2E9/3E9  Estimated  IBM  authorized  retaitef  price  Aclual  prices  may  vary  Other  models  range  up  10  $3.-199  SmartSuite  may 
he  preloaded,  included  on  a  CD  or  available  to  order  on  a  CO  Diskettes  and  hard  copy  documentation  available  at  extra  charge  !M  F, 
8  am  -  8  pm  EST  In  Canada,  call  1 800  465  -  3299  (ID  1 45294)  'MHz  denotes  internal  clock  speed  ol  the  microprocessor  only,  other 
laclof  s  also  ailed  application  performance  Actual  weight  may  vary  Supports  Windows  95,  Windows  NT  v3  51,  v4  0  (when  available) 
IBM.  ThinkPad,  TrackPoint  II!  and  Solutions  for  a  small  planet  are  trademarks  ol  International  Business  Machines  Corporation 
Microsoll  and  Windows  are  trademarks  oi  registered  trademarks  ol  Microsoft  Corporation  Other  companies,  products  and  service 
names  may  be  trademarks  or  service  marks  ol  otheis  ©  1996  IBM  Coip 


Solutions  for  a  small  planet 


ople 


:ss  longtime  executives  who  aren't 
lg  their  weight,  overall,  his  hires 
thrived  on  autonomy, 
nong  them  is  engineer  Dale  Walsh, 
i  Cowell  hired  from  General  Data- 
1  Industries  Inc.  in  1983  to  head  re- 
h  and  development.  Walsh  says  he 
i  chance  on  then-tiny  usr  mainly  be- 

Cowell  promised  he  could  ran  his 
show.  Thanks  to  his  expertise,  usr 
egularly  been  first  to  market  with 
itest  technology,  despite  a  product 
that  lasts  just  18  months.  In  Janu- 
vhen  usr  introduces  56-kilobit-per- 
id  modems,  which 

transmit  nearly 

as  much  data  as 
r's  28.8-kbps 
ms,  it  will  have  a 
onth  lead  on  most 
etitors. 

AND  BREW.  A  for- 

tiockey  goalie  who 

,een  helped  his  De- 
amateur  team  to 

national  champi- 

ps,  Cowell  has  al- 

insisted  on  team- 
at  usr.  "Prima 

is,"  he  says,  "need 

>ply."  Underscoring 

tttitude  is  a  com- 

ition    system  in 

i  groups  of  sales- 

3  are  given  "pool" 

for  certain  regions. 

eceive  essentially 
bonuses  based 

y*  on  whether  they 

e  goal.  In  the  same 
top  managers' 

es  are  based  not  only  on  their  divi- 
performance  but  also  on  the  per- 

nce  of  usr  as  a  whole. 

is  emphasis  on  pulling  together  in- 

i  many,  but  others  find  it  wearing. 

brmer  sales  executive  says  super- 

i  would  tell  staffers,  only  half-jok- 
"If  you  don't  come  in  on  Satur- 

lon't  bother  coming  in  on  Sunday." 

.veil  encourages  the  manic  pace  by 

g  aggressive  goals.  In  1990,  when 

J  sales  were  $56  million,  he  began 

ting  salespeople  to  reach  "5  by  5," 

ng  $500  million  by  1995.  Now  he's 

pg  for  "5  by  2"— $5  billion  by  2000. 

le  has  a  savingly  light  personal 
In  the  early  days,  he  would  ride  a 

hrough  usr's  Skokie  (111.)  facilities, 

out  beer,  and  chat  with  employees 

■  end  of  the  day. 
R  fact,  Cowell  is  an  engaging  blend  of 
4  "ate  titan  and  free  spirit.  He  collects 
|  /-Davidson  motorcycles  and  classical 
fj  s,  which  he  sometimes  plays  in  his 
1  He's  a  dedicated  outdoorsman  who 
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For  all  his 
success,  Cowell 
must  still  show 
he  can  manage 
a  company  that, 
while  nearly 
doubling  in  size 
every  12  months, 
quickly  responds 
to  changes  in 
technology 


fly-fishes  in  Michigan  and  Colorado  and 
says,  "If  I  could  do  anything,  I'd  ride  hors- 
es." His  current  means  of  transportation,  a 
Range  Rover,  fits  his  personality  perfectly, 
says  departed  Vice-President  for  Strategic 
Planning  G.  Christopher  Coffin:  "He  can 
drive  over  anything  in  it." 

Cowell's  1.59  million  usr  shares  are 
currently  worth  about  $102  million.  Last 
January,  as  part  of  a  divorce  settlement, 
he  transferred  15%  of  his  stake,  then  $36 
million  worth,  to  his  former  wife  of  14 
years  and  sold  about  $44  million  worth. 
Despite  his  ability  to  delegate,  Cowell 
is  notoriously  obsessive 
about  details.  He  has 
been  known  to  track 
down  employees  whose 
cars  are  straddling  two 
spaces  in  the  company 
lot  and  make  them 
move  them.  Similarly, 
say  insiders,  he  tends  to 
focus  on  one  piece  of  the 
business  at  a  time  and 
make  sure  things  there 
are  ninning  well. 

In  1990,  to  gain  a  scale 
advantage  over  rivals, 
Cowell  began  pushing 
abroad.  "If  there  are  ma- 
jor markets  your  com- 
petitors participate  in  and 
you  don't,  they'll  grow 
faster  and  they'll  attract 
more  capital,"  he  says.  At 
last  count,  usr  has  ap- 
proval to  sell  products  in 
27  countries.  Internation- 
al sales  have  been  grow- 
ing more  rapidly — 110% 
in  1995 — than  domestic  sales. 

Not  content,  Cowell  has  stalled  diver- 
sifying. In  1992,  usr  began  selling  net- 
work communications  systems,  used  by 
companies  such  as  online  services  to 
process  huge  numbers  of  calls  from  desk- 
top modems.  In  1995,  it  bought  Mega- 
hertz Holding  Inc.,  a  portable-modem  mak- 
er, and  Palm  Computing,  which  recently 
introduced  the  highly  praised  Pilot  elec- 
tronic organizer.  In  late  1995,  usr  stalled 
making  conference  phones.  The  goal,  says 
Cowell,  is  to  "leverage  our  investment  in 
the  underlying  core  technology." 

Cowell  offers  several  lessons  to  en- 
trepreneurs struggling  to  move  to  the 
next  level:  Build  teams  and  let  them  run 
the  business,  go  global  as  soon  as  you 
can  afford  it,  develop  diverse  product 
lines  from  key  competitive  strengths, 
and  know  what  it  means  to  be  in  charge. 
"You  want  to  have  veto  power,"  he  says. 
And  for  really  big  problems,  you  can  al- 
ways buy  a  Range  Rover. 

By  Peter  Elstrom  in  Skokie,  III. 


rFaster. 


Options  b)  IBM.  Our 
brand  new  33.6/14.4 
Data/Fax  Modem  is 
faster,  easy  to  install 
and  cellular  enabled. 
It's  also  reliable  and 

The  IBM  PCMCIA    IBM  compatible.  Use 

33.6/14.4  Data/Fax 
...        ,         ,      it  tn  1 1 '  III « >  t  <  I  \  acres*. 
\linlcin:  plug  mill  J 

pla)  installed  with     e-mail  and  send  faxes. 
lifetime  limited  . 

And  it  you  already  own 

warranty.  Starts 
at$249.00?        a  2o\!J>  card,  we  will 

upgrade  it  to  33.6  at  no  extra  charge. 

Call  1  800  126-7755  x5041?Orstop  b\ 

and  visit  us  at  www. pc.ilun.com/options. 


Solutions  fur  a  small  plane! 


'Lifetime  limited  warranty  lor  as  long  as  original  purchaser  owns  adapter 
IBM's  Statement  ol  Limited  Warranty  is  available  by  calling  1  800  772-2227 
Some  configurations  may  not  be  compatible,  check  minimum  system  require- 
ments Estimated  reseller  price  lo  end  user  Actual  price  may  vary  3M-F.  8  am- 
8  pm  EST  In  Canada,  call  1  800  465-3299  (ID#  35193)  IBM,  ThinkPad. 
Options  by  IBM  and  Solutions  lor  a  small  planet  are  trademarks  ol  International 
Business  Machines  Corporation  ©  1996  IBM  Corp  All  rights  reserved 
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At  5:30  a.m.,  the  first  workers  arrive  for  the  morn- 
ing shift  at  the  Marriott  Hotel  in  downtown  Chica- 
go. They  come  from  the  farthest  reaches  of  the 
metropolitan  area  and  from  all  corners  of  .the 
world:  Bosnian  refugees  and  born-in-America  wel- 
fare moms,  Chinese  immigrants  and  black 
teenagers  don  their  uniforms  for  the  day.  A  few 
yards  and  a  world  removed  from  the  crystal  chandeliers  and 
fresh  flowers  their  guests  see,  a  remarkable  staff  of  hun- 
dreds whirs  into  motion. 

Maria  Martinez  picks  up  her  room-cleaning  assignments.  A 
Mexican  immigrant,  she  takes  citizenship  classes  at  the  hotel 
after  work.  Tommie  Powell,  onetime  welfare  dad  and  for- 
mer factory  worker  from  the  city's  North  Side,  heads  to  the 
basement  and  his  job  in  the  hotel's  recycling  operation. 
Arthur  Seredyn,  who  arrived  from  Poland  three  years  ago, 
scrubs  out  the  swimming  pool. 

Their  pay:  about  $7  an  hour.  That's  typical  for  Marriott  In- 
ternational Inc.'s  134,417  U.S.  housekeepers,  laundry  workers, 
dishwashers,  and  other  hourly  staffers.  It  is,  Mamott  says,  the 
wage  that  the  labor  market  dictates.  "If  we  pay  wages  in  ex- 
cess of  the  productive  contribution  of  our  people,  we  will  be- 
come noncompetitive  ourselves,"  says  J.  W.  Mamott  Jr.,  chair- 
man of  the  nation's  fourth-largest  hotel  company. 

But  a  low-paid  workforce  brings  with  it  a  host  of  problems: 
lack  of  education,  poor  work  habits,  inability  to  speak  English, 
culture  clashes,  financial  woes,  inadequate  child  care,  and 
domestic  violence,  for  starters.  People  don't  show  up  when 
they  should;  they  leave  without  explanation.  Every  day  in 
every  hotel,  such  issues  threaten  employees'  livelihoods — 
and  the  hotelier's. 

The  needs  of  low-wage  employees  once  were  easy  to  ignore. 
If  a  dishwasher  quit,  after  all,  there  always  was  someone 
else  happy  to  take  the  work.  Not  today,  though.  While  the 
economy  demands  more  and  more  highly  educated  workers, 
the  need  persists  for  more  maids,  meatpackers,  and  sewing- 
machine  operators.  Nearly  30%  of  all  U.  S.  employees  make 
$7.28  an  hour  or  less,  up  from  23.5%  in  1973,  according  to  the 
Economic  Policy  Institute.  At  the  same  time,  with  unemploy- 
ment ranning  at  a  low  5.2%  rate  in  September,  companies  are 
hard-pressed  in  many  places  to  find  new  workers.  "It's  critical 
that  we  become  more  skilled  at  managing  this  workforce,"  says 
Donna  Klein,  Marriott's  director  of  work-life  programs. 
Marriott  International,  with  a  small  group  of  other  low- 
wage  employers,  is  coming 


SUPPLY  AND  DEMAND 


Housekeepers, 
Marriott  Suites,  Atlanta 

Low-wage  workers  were 
once  easy  to  take  for 
granted,  but  in  many 
regions,  they're  now 
tough  to  find 


I 
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to  terms  with  this  challeng- 
ing, increasingly  important 
group.  Paying  its  U.S. 
workers  a  median  rate  of 
$7.40  an  hour,  including 
overtime,  the  hotelier  resists 
offering  the  higher  wages 
that  would  attract  more 
qualified  workers.  It  has 
waged  often  bitter  battles, 
moreover,  against  attempts 


How  Marriott 
keeps  good 
help-even  at 
$7.40  an  hour 
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at  unionization.  Instead,  it  has  embraced  a  host  of  informal 
and  formal  solutions — including  employee  stock  options,  a 
social-services  referral  network,  day  care,  and  welfare-to- 
work  training  classes — designed  to  keep  workers  on  the  job 
and  keep  guests  satisfied. 

On  one  level,  these  are  predictable  responses  as  employers 
try  to  avert  pay  raises  amid  signs  of  a  labor  crunch.  "They'll 
do  a  host  of  things  before  putting  money  into  peoples  pock- 
ets," says  Harvard 
University  economist 
Richard  B.  Freeman. 
And  critics  insist  that 
Marriott  simply  is  taking  advantage  of  vulnerable  workers 
who  can't  get  jobs  elsewhere.  But  while  its  approach  may 
hark  back  in  some  ways  to  the  paternalistic  labor  strate- 
gies of  old  company  towns,  it  has  also  launched  something 
new:  an  attempt  to  forge  a  more  lasting,  more  productive  re- 
lationship with  lower- wage  workers.  Employers  "have  re- 
turned full  circle  to  a  social  contract  with  employees,"  notes 
Faith  A.  Wohl,  director  of  the  U.  S.  General  Service  Admin- 
istration's Office  of  Workplace  Initiatives. 
"A  LOT  OF  BABYSITTING."  Amid  ever  more  intense  competition, 
Marriott  will  thrive  only  if  it  can  wring  out  bigger  produc- 
tivity gains  and  provide  world-class  service.  Its  human- 
resources  strategies  win  such  results.  Even  without  big  pay 
hikes,  Marriott  employees  often  exhibit  loyalty  and  even  en- 
thusiasm for  their  employer,  and  many  feel  they  have  a 
chance  for  advancement  within  the  company.  Analysts  say  its 
employee  turnover  rate  is  well  below  most  rivals'. 

There  is  a  cost.  Historically,  it  has  been  Marriott's  hotel 
managers  and  supervisors  who  have  helped  solve  workers' 
problems — playing  social  worker,  in  effect.  "Many  managers 
spend  15%  of  their  time  doing  social  work,"  explains  Clifford 


Bosnian  and  Mexican 

housekeepers, 

Des  Moines  Marriott  Hotel 

One  group  has  refugee 
status,  the  other  can 
expect  INS  scrutiny.  There 
can't  help  but  be  friction 


Tho 


J.  Ehiiich,  Marriott 
tional's  senior  vice-presi 
for  human  resources 
time  not  spent  dealing 
customer  issues."  They 
sel  employees  confron 
family    problems,  ju 
shifts  to  accommodate 
ratic  child  care,  or  lend  t 
money  to  pay  pressing  b 
"It's  frustrating,"  says 
Chicago    area  mana. 
"These  employees  need  a  lot  of  babysitting." 

At  Allie's  American  Grille  at  the  Maniott  in  downtown 
Francisco,  for  example,  Donna  J.  Shepherd,  human-resource^^ 
rector,  had  to  intervene  when  non-Filipino  food  servers 
cused  Filipino  hostesses  of  steering  more  customers  to  tl  [ 
compatriots.  Shepherd  diffused  the  tension  by  ranning  a  c  j 
puter  survey  of  the  number  of  customers  given  to  each  ser 
which  helped  disprove  the  charge.  In  Seattle,  housekeeping 
pervisor  Ildiko  Szoros,  herself  a  Hungarian  immigrant,  fuim 
got  Eastern  European  and  Middle  Eastern  staffers  to  Wt, 
eveiy  day  by  encouraging  them  to  shower  at  work.  W 
they  bathed  at  home,  jealous  husbands,  noting  then*  spou  ( 
improved  grooming  habits,  accused  them  of  having  affairs 
The  hand-holding  doesn't  solve  all  problems.  Workers 
schooled  in  basic  business  etiquette  tend  not  to  call  in  w 
they  can't  make  it  to  work;  many  lack  telephones  and  oi^ 
can't  be  reached  when  they  don't  show.  Employees  also 
quently  can't  hold  down  jobs  because  of  turbulence  in  t 
lives  caused  by  domestic  abuse.  And  understandably,  work, 
constantly  chase  higher  wages.  "If  a  restaurant  offers 
more  an  hour  than  you,  young  people  want  that  dollar  ra(  j,, 
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than  the  benefits,"  says 
Tandy  B.  Kraft,  human- 
resources  director  of 
Florida's  Marco  Island 
Marriott  Resort  &  Golf 
Club,  which  habitually 
has  20  vacancies  out  of 
a  staff  of  600. 

Yet    Marriott  has 
forged  unquestionably 
strong  bonds  with  many 
employees.  "Every  day 
an  this  uniform,  just  like  an  nba  player,"  proudly  pro- 
Thong  Lee,  a  bartender  who  has  worked  16  years  at 
attle  Marriott.  Lee  has  never  forgotten  that  his  boss, 
Olson,  shut  down  the  hotel  laundry  where  he  used  to 
tor  a  day  so  the  entire  staff  could  attend  his  mother's 
1.  The  gesture  earned  Lee's  loyalty  for  life — though  the 
options  the  company  offers  all  employees  haven't  hurt, 
Lee,  who  learned  all  the  English  he  knows  from  Mar- 
iow  owns  several  rental  properties  funded  by  his  Mar- 
tock  and  pay. 

PANSION.  Now,  Marriott  is  launching  a  range  of  corpo- 
rograms  to  alleviate  the  demands  on  local  hotel  man- 
-and  to  accommodate  its  aggressive  growth  plans.  The 
expects  to  add  1,000  mostly  franchised  hotels  by  2000, 
anagers  who  come  aboard  with  franchisees  may  not  buy 
le  social- worker  role.  At  the  same  time,  the  ranks  of 
»tt  managers  have  been  thinned  by  about  5%  in  recent 
So  new,  institutionalized  supports  aim  to  replace  the  old 
-one  style.  "Oiu-  philosophy  hasn't  changed . . .  but  it's  a 
professional  approach,"  says  J.  W.  Marriott, 
ways  to  Independence,  for  example,  is  a  company- 


CULTURAL  DIVIDES 


developed  class  on  basic 
work  skills  for  former  wel- 
fare recipients,  offered  at  Kitchen  workers, 
hotels  in  15  cities.  In  June,  J.W,  Marriott, 
the  company  finished  rolling  Washington,  D.C. 
out  the  Associate  Resource 

Line,  a  national  toll-free  re-  This  hotel's  workers  hail 

ferral  service  that  hooks  up  from  43  countries,  yet 
its  workers  with  local  social     ,,        .  ,• 

services.  In  December,  it  all  must  practice 

will  start  a  program  in  American  work  habits 

Washington,  D.  C,  and  two 

other  sites  to  teach  workers  how  to  become  better  parents 
and  partners.  And  next  year,  with  two  other  hotel  groups, 
Marriott  will  inaugurate  Atlanta's  Inn  for  Children,  a  24- 
hour  subsidized  child-care  center. 

Marriott  also  has  led  28  companies — including  J.  C.  Penney, 
Hyatt  International,  McDonald's,  ConAgra,  and  Levi 
Strauss — to  study  ways  to  improve  management  of  low-wage 
employees.  With  the  help  of  the  Families  and  Work  Institute, 
a  nonprofit  research  outfit  in  Manhattan,  the  so-called  Em- 
ployer Group  plans  to  share  best  practices,  create  the  first 
comprehensive  demographic  profile  of  this  workforce,  and 
advocate  public  policies  that  benefit  low-wage  workers — such 
as  broader  application  of  the  Earned  Income  Tax  Credit. 

Employers  typically  aren't  spending  big  bucks  to  make  low- 
wage  workers  happier.  "They're  coming  up  with  things  around 
the  edges,"  says  Basil  J.  Whiting,  a  New  York  human-re- 
sources consultant.  "No  one  is  doubling  wages."  Instead,  for  ex- 
ample, J.  C.  Penney  Co.  offers  its  store  clerks  some  flexibility 
in  scheduling  shifts,  aramark  Corp.  provides  English  as  a 
Second  Language  (esl)  classes  to  its  hospital  staffers  and 
school  dining-service  employees  (table,  page  114).  Says  Penney's 


o-worker's  mother-and  won  the  man's  loyalty  for  life 
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personnel  director,  Jay  F.  Hundley:  "Sometimes  we  jump  to  the 
conclusion  that  the  answer  is  more  money.  But  for  many,  it's  a 
good  working  environment  and  a  sense  of  self-fulfillment." 

Six  years  ago,  ConAgra  Refrigerated  Foods  Cos.  started 
recruiting  Hispanic  and  Asian  immigrants  for  its  rural  meat- 
packing plants.  Overwhelmed  by  homesickness,  language  bar- 
riers, unaffordable  housing,  and  transportation  snags,  the 
newcomers  didn't  stay  long,  pushing  annual  turnover  close  to 
100%.  So  ConAgra  started  on-site  child  care,  prenatal  care, 
and  housing  projects.  Attrition  quickly  dropped.  "The  burden 

is  on  us,  not  on  the 
employee,  to  change," 
says  Charles  R. 
Romeo,  employee  ben- 
efits director.  "For  many  of  us,  that's  a  new  recognition." 

Labor  is  addressing  the  issue,  too.  In  San  Francisco,  where 
the  local  union  recently  organized  the  Marriott  Downtown,  12 
unionized  hotels  agreed  as  part  of  a  1994  contract  with  the 
Hotel  Employees  &  Restaurant  Employees  International 
Union  to  a  $3  million  training  program  and  an  $1.8  million 
child-  and  elder-care  fund.  The  union  and  hotels  now  are  de- 
signing the  training  program,  which  will  teach  problem-solv- 
ing, communications,  and  conflict-resolution  skills.  By  early 
next  year,  they  hope  to  offer  a  subsidy  for  dependent  care. 
MISUNDERSTANDINGS.  Yet  companies  and  unions  still  know 
relatively  little  about  low-wage  workers  and  their  needs. 
Marriott  only  began  studying  its  hourly-wage  workforce  in 
1993,  after  realizing  that  child-care  benefits  launched  three 


SELF-SUFFICIENCY 


Kitchen  worker, 
Washington  Metro  Center, 
at  home  with  her  child 

Sabrina  McWhite,  an  ex- 
welfare  recipient,  learnec 
money-management  ski 
through  a  Marriott  progra 

years  earlier  had  left  ms 
problems  of  this  population 
resolved.  It  immediately  foi 
that  a  quarter  have  some  lit 
acy  problems — mostly  diffii 
ties  speaking  English.  Ovei 
Marriott  workers  speak 
read  65  different  languages 

Language  barriers  in 
massive  Babel  can  disrupt  hi 
operations — and  worse.  Will 
D.  Fleet,  human-resources  director  at  the  Seattle  Marri 
where  employees  speak  17  languages,  mice  tired  a  Vietnam 
kitchen  worker  for  wrongly  accusing  a  chef  of  assault.  Ouly 
ter  another  employee  was  attacked  by  a  kitchen  worker 
Fleet  figure  out  that  the  Vietnamese  employee  had  used 
word  "chef  to  refer  to  all  kitchen  workers  with  white 
forms.  The  misunderstanding  had  led  to  the  firing  of  a  g 
staffer  and  delayed  the  arrest  of  a  dangerous  one. 

Marriott  managers  fear  the  inability  to  speak  English 
may  get  in  the  way  of  service.  "People  will  do  the  things  t 
do  well  and  shy  away  from  things  that  make  them  look  f 
ish,"  says  Fleet.  That's  why  he  instituted  a  comprehensive 
program  for  staffers  to  take  on  company  time.  After 
workers  who  know  English  interact  better  with  guests.  Ti 
sa  Ortiz,  a  housekeeper  at  the  downtown  San  Francisco  IV 
riott,  once  took  a  couple  to  the  service  elevator  because 
didn't  know  how  to  tell  them  how  to  get  to  the  39th  floor. 
esl  graduate  now,  she  says  proudly:  "I  can  tell  them.") 

More  than  half  of  the  Marriotts  in  the  U.  S.  offer  wort 
esl  classes — a  relatively  cheap  and  easy  productivity  de\ 
Beyond  language,  however,  looms  the  far  greater  challe 
of  managing  epic  cultural  divides.  Last  year,  with  the  hell 
a  local  refugee  resettlement  organization,  the  Des  Moi 
Marriott  hired  20  Bosnians  immigrants  to  join  a  60-mem 
housekeeping  staff.  The  Bosnians,  who  easily  got  legal 
tus  as  refugees,  helped  plug  the  holes  left  by  Mexi 
workers  who  fled  after  managers  installed  a  new  sereeif 
technique  for  uncovering  illegal  immigrants.  After  findi 
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The  services-con- 
tracting company 
trains  employees  in 
conflict  resolution 
and  customer  ser- 
vice as  well  as  job- 
specific  skills.  It 
offers  English 
classes  for  hospital 
and  dining  service 
workers.  And  it  has 
hired  250  former 
welfare  recipients. 


Scores  of  immi- 
grants fill  the  meat- 
packer's  plants.  To 
retain  them,  it  pro- 
vides subsidized 
child  care,  prenatal 
care,  and  housing. 
A  100-unit  housing 
project,  built  by  an 
independent  devel- 
oper, will  cut 
Arkansas  workers' 
transportation  costs. 


OPRYLAND 
HOTEL 


Employees  get  free 
bus  service,  one 
free  meal  a  day, 
and  subsidized  on- 
site  child  care.  A 
company-owned 
motel  houses  300 
new  hires  at  subsi- 
dized rates  while 
the  recruits  search 
for  permanent 
housing. 


J.C.  PENNEY 

Employees  who 
stay  at  the  retailer 
a  year  or  more 
prove  20%  more 
productive  than 
newcomers.  So 
Penney  aims  to 
boost  retention  by 
allowing  workers  t<, 
schedule  flexible 
shifts  at  different 
stores,  starting  in 
1998. 
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New  social  contract  or  good  old  paternalism?  Critics  saj 
Marriott  is  exploiting  workers  who  can't  get  jobs  elsewhei 


handful  of  undocumented  workers,  Marriott  watched  its  ap- 
plicant pool  of  predominantly  Mexican  workers  evaporate. 

While  the  Bosnians  came  to  the  rescue,  they  brought  other 
problems.  New  to  America,  they  "don't  have  anybody"  to 
help  them  here,  says  hotel  services  director  Wanda  Johnson. 
"You  figure  out  their  phone  bills,  enroll  their  kids  in  school, 
and  set  up  doctors'  appointments."  More  than  that,  their  ar- 
rival was  resented  by  remaining  Mexican  workers  who  still 
were  being  checked  for  immigration  status.  Managers  had 
to  keep  the  peace  by  reassuring  them  that  the  company  was 
screening  workers  to  comply  with  the  law,  not  to  dump  them. 
A  PHRASE  A  DAY.  When  managers  can  overcome  cultural  di- 
vides, they  win  commitment,  Sara  Redwell,  an  assistant  gen- 
eral manager  at  the  North  Arlington  Heights  (111.)  Courtyard 
Hotel,  started  working  at  Marriott  12 
years  ago  at  age  23  as  a  housekeeper 
after  immigrating  with  her  mother 
from  Mexico.  While  taking  esl  and 
other  college  classes,  she  was  pro- 
moted to  housekeeping  manager  in 
1990  and,  last  year,  to  her  present 
job.  There,  she  supervises  20  employ- 
ees, most  of  whom  are  Spanish-speak- 
ing. She  mentors  food  server  Elodia 
Lopez,  a  Mexican  immigrant  whom 


fited  from  Pathways  to  Independence.  The  six-week  J 
gram,  which  could  serve  as  a  model  as  welfare  reform 
hold,  teaches  business  basics,  such  as  showing  up  on  timej 
life  lessons,  such  as  self-esteem  and  personal  financial 
agement.  One  of  the  few  companies  with  such  a  plan,  Ma 
works  with  federally  funded  local  organizations  to  split! 
$5,500-per-person  costs.  By  targeting  welfare  recipientjj 
harvests  an  overlooked  labor  pool — and  Pathways  gradi 
placed  in  Marriott  jobs  have  a  13%  turnover  rate,  far  bj| 
the  company's  national  average. 

Sabrina  McWhite,  who  took  the  Pathways  coursel 
year  and  then  left  welfare,  works  in  the  kitchen  atl 
Metro  Center  Marriott  in  Washington  and  wants  to  be<T 
a  chef.  A  high  school  graduate  who  dropped  out  of  the 
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she  would  like  to  promote  to  restau- 
rant supervisor,  by  teaching  her  a 
new  English  phrase  every  day.  "What 
Marriott  gave  to  me,  I  want  to  give 
to  others,"  she  says. 

Can  Marriott  reproduce  the  same 
dedication  with  human-resources  sys- 
tems sent  down  from  headquarters? 
In  some  ways,  such  standardized  pro- 
grams could  prove  more  effective.  Marriott's  Associate  Re- 
source Line  is  offered  in  more  than  100  languages — more 
than  any  one  manager  could  handle.  So  far,  about  7,000 
staffers  have  called  and  been  assigned  a  social  worker,  who 
finds  them  local  help.  Marriott  anticipates  savings  of  five 
times  its  $2  million  investment  from  reduced  turnover,  ab- 
senteeism, and  tardiness. 

Gladys  Chacon,  a  single  mother  who  is  an  accounting  clerk 
at  the  Chicago  Downtown  Marriott,  found  child  care  last 
year  for  her  six-year-old,  Jazmine,  through  the  resource  line. 
"If  I  hadn't  found  good  day  care,  I  would  have  had  to  quit  my 
job,"  she  says.  In  her  previous  job  at  a  grocery,  she  had  to 
stay  home  many  days  when  an  unreliable  sitter  didn't  show. 

The  Fatherhood  Project,  to  be  launched  by  the  Families 
and  Work  Institute  in  December  for  Marriott  in  Washington, 
will  teach  male  employees  and  spouses  of  female  ones  how  to 
become  better  fathers — a  benefit  other  companies  offer  pri- 
marily for  white-collar  staffers.  Surveys  show  that  women 
view  a  more  involved  partner  as  a  key  stress-reducer.  "Less 
burnout  at  the  workplace  is  the  big  payoff,"  says  Marriott's 
Klein.  Single  fathers,  such  as  Chicago  recycling  worker  Tom- 
mie  Powell,  can  take  advantage  of  the  program,  too.  "It's  hard 
working  full-time  and  having  teenagers  at  home,"  says  Pow- 
ell, who  has  a  16-year-old  daughter  and  19-year-old  son. 

Powell  and  600  other  Marriott  employees  also  have  bene- 
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LEARNING  ENGLISH 


Housekeepers, 
Seattle  Airport  Marriott 

Workers  comfortable 
speaking  English  will 
make  extra  efforts  to 
reach  out  to  guests 


versity  of  the  Distrid 
Columbia,  McWhite  cr^ 
Pathways  for  teaching 
"how  to  manage  money, 
rectly,  how  to  always  ] 
backup  for  child  care,"] 
other  responsibilities.  W] 
regular  paycheck  now,i 
has  been  able  to  buy) 
four-year-old  daught 
special  book  bag.  "I  fe 
good  I  could  give  it  to  her,"  she  says. 

Still,  Marriott's  critics  keep  asking:  Why  can't  it  simpl; 
higher  wages?  "Their  hypocrisy  stands  out,"  says  John  W. 
helm,  secretary-treasurer  of  the  hotel  workers'  union.  M; 
which  insists  its  pay  is  comparable  to  union  wages,  says  it 
ways  tried  to  treat  workers  fairly.  "We  hire  people  who 
never  had  jobs  before  and  give  them  a  chance,"  says 
Marriott.  That's  largely  true.  But  this  isn't  a  story  about  a 
ism.  Marriott's  unusual  approach  to  the  low-wage  dilemma  is 
tated  by  corporate  self-interest:  Helping  workers  can  cut 
and  lift  productivity.  And  that  goes  right  to  the  bottom  lir 

By  Catherine  Yang  in  Washington,  with  Ann  Thm 
Palmer  in  Chicago,  Seanna  Browder  in  Seattle,  Alice  C 
in  San  Francisco,  and  bureau  reports 


Finance 


MARKETS 


AS  THE  U.  OF  IOWA  GOES, 
SO  GOES  THE  NATION? 

The  election  futures  market  may  be  more  accurate  than  polls 

■  owa  seems  an  unlikely  spot 
I  for  the  financial  world  to  fo- 
I  cus  its  attention.  But  the 
I  University  of  Iowa  is  host  to 
what  is  arguably  today's  hottest 
futures  market — an  electronic 
exchange  that  allows  traders  to 
bet  on  the  outcome  of  the  na- 
tional election. 

What  began  as  an  Ivory  Tow- 
er experiment  in  remote  Iowa 
City  is  beginning  to  have  an  im- 
pact on  stocks  and  bonds.  When 
trading  at  the  Iowa  Electronic 
Market  on  Oct.  23  suggested 
that  Congress  might  fall  to  the 
Democrats,  the  Dow  Jones  in- 
dustrial average  took  it  on  the 
chin.  The  capital  markets  are 
paying  attention  because  the  iem 
has  forecast  election  results  with 
suiprising  accuracy  since  its  for- 
mation in  1988.  It  predicted  the 
vote  totals  of  the  past  two  Pres- 
idential elections  within  two- 
tenths  of  a  percentage  point, 
outperforming  national  polls.  It  also  has 
closely  tracked  elections  overseas,  never 
wavering  from  Boris  Yeltsin,  for  in- 
stance, as  he  won  reelection  in  Russia. 

The  market  operates  like  a  stripped- 
down  model  of  the  Chicago  futures  pits, 
except  that  all  trading  is  conducted  on 
the  World  Wide  Web  at  http://www.biz. 
uiowa.edu/iem.  Participants  can  open  ac- 
counts with  up  to  $500  and  trade  any  of 


hi 


IOWA'S  FORSYTHE:  "We've  yet  to  be  disappointed' 


16  contracts.  Some  7,000  players  have 
more  than  $200,000  riding  on  them.  The 
most  popular  play  is  a  winner-take-all 
bet  on  Clinton  vs.  Dole.  Each  contract 
has  a  Clinton  unit  and  a  Dole  unit,  which 
together  costs  $1  to  buy.  Traders  make 
their  bet  by  selling  the  unit  they  think 
will  lose.  When  the  contracts  expire  on 
election  day,  the  winning  candidate's 
units  pay  $1  and  the  loser's  are  worth- 


less. Lately,  traders  have  been  snap 
up  Clinton  and  dumping  Dole.  In 
lively  aftermarket  for  units,  Clinton  <■- 
selling  for  95(2  as  of  Oct.  29  and  Dole 
5(2.  So  if  Dole  pulls  an  upset,  his 
porters  in  the  market  can  win  a  di 
for  every  nickel  they  wager. 

That's  not  the  only  Presidential 
tract.  Traders  in  the  "vote-share"  ma 
are  betting  Clinton  will  win  on  Nov. 
a  wide  margin — though  not  as  wid 
some  polls  indicate.  From  early  Marc 
late  October,  Clinton  units  have  clin 
from  51%  to  57%.  Rather 
winner-take-all,  traders  who 
51<z  would  realize  57(2  per 
at  expiration  if  Clinton  gets 
much  of  the  vote.  On  the  o  : 
hand,  Dole  holders  have  wat|- 
their  contracts  sag  from  49' 
43%  over  the  same  perioc^: 
contracts  involving  House 
Senate  control,  Iowa  tra 
riled  the  stock  and  bond 
kets  by  bidding  up  the  valu 
Democrats-take-the-House  \ 
to  44(2 — suggesting  a  44%  ch 
of  Gingrich  &  Co.  losing  coi 
of  the  next  session.  As  of 
29,  though,  the  iem's  viev 
Democrats  seizing  power  ha< 
treated  to  37%. 
TRACK  RECORD.  Interesting 
is  it  a  legitimate  indicator?  £ 
major-league  traders  thinl 
The  idea  that  markets  work  fc| 
ter  than  polls  appeals  to 
toiling  on  trading  floors. 
"  analysts  at  Merrill  Lynch  a  m 
and  Lehman  Brothers  Inc.  follow 
Iowa  exchange,  and  some  market 
fessionals  have  joined  in  the  bettindi  ^ 
heart,  traders  see  value  in  subjei  jr 
political  winds  to  market  forces, 
even  Iowa's  small  stakes  are  an  it  5( 
provement  on  mere  poll  respoi 
"They're  putting  their  money  on 
line,  and  that  means  something," 
Chicago  Board  of  Trade  Chairjf 


IOWA  MARKETS:  HOW  TRADERS  ARE  WAGERING 

The  amount  that  must  be  wagered  to  get  back  $1 

100    100   


HOUSE  OF  REPRESENTATIVES 

REPUBLICAN  CONTROL  


SENATE 

REPUBLICAN  CONTROL 


HOLD 


DEC.  31. '95 
▲  CENTS 


OCT.  29,  '96         AUG.  5,  '96  OCT.  29,  '96 

▲  CENTS 

DATA:  UNIVERSITY  OF  IOWA,  IOWA  ELECTRONIC  MARKETS 


AUG.  5,  '96 
▲  CENTS 


OCT.  29,  'S 

toe  tt 

*ADDS  SEAT 


with 
Carl 

L 


wise 
i  for  I 
ilysts 
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:k  Arbor.  Pollsters,  meantime,  typ- 
have  problems  predicting  turnout 
etting  representative  samples,  ex- 
Robert  Forsythe,  associate  dean 
va's  business  school  and  a  driving 
behind  the  market.  Voters  who  an- 
polls  sometimes  lie  about  their 
•ences  or  whether  they  vote  at  all. 
sn  as  advocates  hale  free  markets 
ion,  critics  attack  the  ballot-box 
3  for  its  short  history,  thin  capital- 
i,  and  alleged  tendency  to  veer  out 
ic  early  on  in  the  election  cycle, 
hose  gripes  hardly  matter  if  the 
it's  overall  performance  is  good — 
10  far,  the  record  favors  Iowa, 
e  yet  to  be  disappointed,"  Forsythe 
5.  While  the  Iowa  market  is  no 
unrepresentative,  it  rewards  those 
ire  good  at  predicting  elections, 
basic  idea  is  right.  People  will  do 
economically  rational,"  notes  Mar- 
Fridson,  chief  high-yield  bond 
gist  at  Merrill  Lynch, 
if  the  Iowa  market  is  gaining  cred- 


ibility, isn't  it  also  inviting  manipulation? 
Why  not  sell  short  stock-index  futures, 
then  bet  your  Iowa  account  on  Demo- 
crats retaking  the  House  in  the  hope 
that  your  order  will  change  the  political 
odds  and  frighten  Wall  Street  again?  To 


MANIPULATION  JITTERS 


dents  hindered  by  their  school's  "geo- 
graphic disadvantage" — a  polite  way  of 
saying  that,  market-wise,  it's  in  the  mid- 
dle of  nowhere.  Today,  the  political  mar- 
ket is  set  to  grow.  While  its  founders 
scoff  at  the  Brazilian  hedge-fund  man- 


An  avid  Perot 
supporter  tried  to  move  prices  in  1992,  but 
the  market  corrected  itself  within  hours 


be  sure,  the  potential  risks  have  caused 
the  market's  founders  some  jitters.  In 
1992,  they  invited  the  Commodity  Fu- 
tures Trading  Commission  to  regulate 
it.  They  also  take  comfort  in  the  $500 
trading  limit,  which  curtails  the  ability  of 
single  players  to  move  prices:  An  avid 
Perot  supporter  tried  it  in  1992,  but  the 
market  swung  back  within  hours. 

In  the  beginning,  the  iem  was  aimed 
at  providing  hands-on  experience  to  stu- 


ager  who  tried  to  open  an  account  with 
$12  million,  they  see  nothing  wrong  with 
raising  the  stakes  to,  say,  $5,000  per  ac- 
count. And  since  demand  is  strong  for 
the  Iowa  approach  in  Russia,  Turkey, 
and  other  nations  where  polling  remains 
primitive,  "You're  naturally  inclined  to 
think  global,"  says  Gary  C.  Fethke, 
Iowa's  B-school  dean.  Today,  Iowa.  To- 
morrow, the  world. 

By  Greg  Burns  in  Iowa  City 


KERAGE  FIRMS 


YOU  CAN'T  SAY  SOMETHING  NICE 
OUT  A  COMPANY . . 


w  i  h  with  mi  i  ■  ■  ■ 

ysts  are  under  growing  pressure  to  stifle  negative  reports 

riru>  lit"  Wtill   S\t  i'dnt'«  tim  >,»».•.. 


one  of  Wall  Street's  top 
)bacco  analysts,  Gary  D. 
lack  has  spent  years  ar- 

that  rjr  Nabisco  Hold- 
?orp.  should  spin  off  its 
livision — something  rjr's 
;ement  is  not  yet  prepared 
,  One  reason  Black  felt 

0  be  so  vocal:  His  firm, 
•d  C.  Bernstein  &  Co.,  un- 
any  of  the  outfits  that  em- 
lis  peers,  has  no  invest- 
banking  arm.  On  Oct.  23, 

went  so  far  as  to  join 
with  dissident  rjr  share- 
■  Carl  C.  Icahn  and  leave 
;ein.  A  day  later,  however, 
decided  to  stay  put. 
;k's  flip-flop  generated  controversy 
whether  his  objectivity  had  been 
omised,  but  the  incident  is  more 
e  for  highlighting  how  rare  it  is  to 
alysts  take  on  the  management  at 
mpanies  they  cover.  "Objectivity 

1  only  be  called  into  question  if 
ave  two  masters,"  says  Roger 
g,  Sanford  C.  Bernstein's  presi- 
'Gary's  allegiance  is  to  his  clients 
ot  the  companies  he  analyzes." 
Black:  "As  an  analyst,  your  job  is 
toe  the  party  line.  If  that  means 
jr  isn't  happy  with  what  I'm  say- 
hat's  not  my  concern." 


VOCAL:  Black's  firm  does  no  investment  banking 


For  many  analysts,  it's  not  so  sim- 
ple. The  pressure  to  avoid  issuing  unfa- 
vorable reports  is  intensifying  as  in- 
vestment banking  comes  to  account  for 
a  greater  portion  of  many  firms'  rev- 
enues. "The  conflict  lies  in  the  dramatic 
increase  in  the  relative  contribution  of 
investment  banking  fees  and  revenues 
to  the  senior-analyst  compensation  struc- 
ture," says  James  Carroll,  who  left  the 
street  to  become  a  portfolio  manager 
at  Boston's  Loomis,  Sayles  &  Co.  earlier 
this  year.  "It  is  a  rising  portion  of  an 
analyst's  income  and  can  be  well  over 
half  of  total  compensation." 


Analysts  who  issue  critical  reports 
may  have  difficulty  getting  access  to 
the  companies  they  cover.  "If  you  go 
out  of  the  way  to  say  negative  things, 
whether  you  have  an  investment  bank- 
ing relationship  or  not,  companies  do 
move  to  cut  you  off,"  says  Bruce  Lu- 
patkin,  director  of  research  at  Ham- 
brecht  &  Quist.  "Sell"  signals  have  be- 
come rare.  H.  Bradlee  Perry,  chairman 
of  money-management  firm  David  L. 
Babson  &  Co.,  surveyed  an  investment 
bank's  research  opinions  for  the  week  of 
Oct.  21  and  found  50  "strong  buys,"  98 
"outperforms,"  and  7  "neutral"  ratings. 
SEPARATE  FLOORS.  Analysts  often  join 
bankers  on  sales  trips.  "Firms  are  in- 
creasingly integrating  research  and  in- 
vestment banking  operations  and  em- 
phasizing teamwork,"  says  Raphael 
Soifer,  a  brokerage-industry  analyst  at 
Brown  Brothers  Harriman  &  Co.  "One 
of  the  things  that's  very  important  when 
you're  pitching  business  is  that  the 
company  like  your  analyst,"  says  San- 
ford R.  Robertson,  chairman  of  San 
Francisco's  Robertson,  Stephens  &  Co. 

Robertson's  firm,  though,  keeps  ana- 
lysts and  bankers  on  separate  floors.  An- 
alysts aren't  allowed  on  the  corporate  fi- 
nance floor  unless  invited  for  a  specific 
purpose.  They  are  asked  to  tell  the  cor- 
porate finance  side  when  they  plan  to 
downgrade  companies  "so  that  we  can 
manage  our  client,"  says  Robertson. 

The  retail  investor  may  be  the  one 
most  affected  by  conflicts.  As  John 
Keefe  of  consultant  Keefe  Worldwide 
Information  Services  puts  it,  "the  little 
guy  is  watching  the  game  and  betting 
the  game,  but  isn't  really  in  the  game." 

By  Suzanne  Woolley  in  New  York,  with 
Linda  Himelstein  in  San  Francisco 
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COMMENTARY 

By  Michael  J.  Mandel 

CAN  INFLATION  GET  TOO  LOW? 


Want  to  give  investors  in  the 
stock-market  a  good  scare? 
Sneak  up  and  yell:  "Inflation  is 
coming!" 

For  people  who  lived  through  the 
1970s  and  early  1980s,  nothing  is 
more  frightening  than  a  return  to 
such  inflation-prone  times.  From  1972 
to  1982,  the  Standard  &  Poor's  500- 
stock  index  rose  a  meager  1%  a  year, 
while  consumer  prices  soared  at  a 
8.7%  rate.  Since  then,  the  U.  S.  has 
seen  the  opposite 
combination:  a  stock 
market  boom  accom- 
panied by  slowing  in- 
flation. That's  why  in- 
vestors run  and  hide 
every  time  there  are 
signs  of  reviving  infla- 
tion— and  cheer  at 
any  signs  of  slowing 
prices. 

But,  as  the  saying 
goes,  be  careful  what 
you  wish  for.  Low  in- 
flation is  helping  stock 
prices  now — just  as 
healthy  corporate 
profits  have  done.  But 
as  the  economy  slows, 
so,  too,  will  the  growth  in  profits.  In 
such  an  environment,  the  biggest 
risk  for  investors  may  be  the 
prospect  of  actual  deflation.  Recent 
research  and  evidence  from  abroad 
suggest  that  deflation,  rather  than 
being  a  boon  for  the  stock  market, 
may  instead  be  finked  to  falling  equi- 
ty values. 

CLOSE  TO  ZERO.  Right  now,  the  con- 
sumer inflation  rate  for  nonenergy, 
nonfood  goods  such  as  toothpaste, 
cars,  and  shirts  is  running  about 
1.3%  (chart),  the  lowest  in  three 
decades.  That's  the  rate  as  measured 
by  the  Bureau  of  Labor  Statistics. 
But  many  economists,  including  Fed- 
eral Reserve  Chairman  Alan 
Greenspan,  believe  reported  inflation 
may  be  overstated  by  0.5  to  1.5  per- 
centage points — which  implies  that 
the  "real"  inflation  rate  for  goods  is 
close  to  zero.  Already,  makers  of  a 
number  of  products  are  experiencing 
falling  prices  (table). 

Any  economic  slowdown  will  make 
price  declines  more  likely,  especially 


since  many  businesses  will  be  faced 
with  underused  factories.  Riding  the 
investment  boom  of  the  1990s,  pro- 
ductive capacity  in  manufacturing 
has  been  growing  at  an  astounding 
4.4%  a  year.  And  the  next  recession, 
if  and  when  it  comes,  will  put  more 
of  a  damper  on  prices.  The  downturn 
of  1990-91  reduced  inflation  by  about 
1.5  percentage  points.  A  similar  drop 
during  the  next  recession  could  bring 
on  deflation — the  overall  price  level 


INFLATION  IS  RECEDING... 


TWO-YEAR  MEASURED 
INFLATION  RATE  FOR  GOODS 

EXCEPT  FOOD  AND  ENERGY 


— i — i — i — i — i — i — i — i — i — i — i— 

82  '84  '86  '88  '90  '92  '94  '96 
i  PERCENT  "THIRD  QUARTER 

DATA:  BUREAU  OF  LABOR  STATISTICS 


...WHILE  SOME  PRICES  FALL 

Percentage  change  in  producer 

prices  in  the  past  year: 

ALUMINUM  SCRAP 

-17.7 

METAL  CONTAINERS 

-7.0 

TIRES 

-4.2 

STEEL-MILL  PRODUCTS 

-3.2 

OVER-THE-COUNTER  DRUGS 

-i.8 

INDUSTRIAL  CHEMICALS 

-1.1 

MOTOR  VEHICLE  PARTS 

-0.1 

COSMETICS 

0.0 

WOMEN'S  APPAREL 

0.0 

DATA:  BUREAU  OF  LABOR  STATISTICS 

fiation,  with  wholesale  prices  droppii 
by  7%  since  1990.  At  the  same  timej 
the  Nikkei  index  remains  below  its 
1990  levels.  In  France,  wholesale 
prices  and  stock  prices  have  remain^ 
virtually  unchanged  over  the  same 
period. 

TELLING  SIGN.  America's  one  extend 
ed  experience  with  deflation — the 
Great  Depression — showed  that 
falling  prices  are  bad  news  for 
stocks.  Following  the  stock  market  | 
crash  of  1929,  con- 
sumer prices  droppec| 
sharply  in  the  early 
1930s,  and  stock  pricJ 
continued  plummeting 
Although  they  revive 
later  in  the  1930s,  it 


stock  prices  to  reach  J 
pre-crash  levels. 

Why  the  negative  j 
link  between  the  sto<j 
market  and  deflation! 
For  one  thing,  defla- 
tion is  often  a  tellingl 


for  goods  and  services  that  compa- 
nies sell  would  be  falling  rather  than 
rising. 

What  would  happen  to  stocks 
then?  The  conventional  wisdom  is 
that  lower  inflation  helps  stock  re- 
turns. But  what  if  inflation  is  so 
tame  that  prices  barely  rise  or  even 
fall?  The  stock  market's  happy  recep- 
tion of  price  moderation  in  recent 
years  may  turn  out  to  have  been  an 
anomaly,  according  to  three  econo- 
mists at  New  York  University's 
Stern  School  of  Business  who  have 
looked  at  two  centuries  of  stock  mar- 
ket behavior.  Matthew  Richardson, 
Jacob  Boudoukh,  and  Robert 
Whitelaw  found  that  low  inflation 
over  a  five-year  period  was  accompa- 
nied on  average  by  lower  stock-mar- 
ket returns. 

Recent  performance  in  foreign  mar- 
kets bears  them  out.  In  the  1990s,  the 
countries  with  the  lowest  inflation 
rates,  Japan  and  France,  have  also 
had  poorly  performing  stock  markets. 
Japan  has  gone  through  a  major  de- 


ing  economy.  And  th 
same  forces  that  dri 
prices  down  also  ha 
mer  corporate  profits.  But  deflatio 
carries  its  own  penalty  as  well.  S: 
ply  put,  it's  harder  to  make  a  profi 
as  prices  fall.  Inventories  are  wort! 
less  the  longer  they  sit,  while  labo: 
rent,  and  other  costs  tend  to  be  fix 
in  the  short  run. 

True,  lower  inflation  or  deflation 
should  drive  down  interest  rates, 
those  lower  rates  should  in  turn 
buoy  stock-market  prices.  During 
most  periods,  though,  the  stock  ma 
ket  is  more  influenced  by  corporate 
profits  than  it  is  by  interest  rates. 
Since  1991,  both  the  stock  market 
and  corporate  profits,  as  measured 
by  the  government,  have  risen  aboil 
11.5%  annually. 

Corporate  America  has  talked  a 
good  game  about  becoming  lean  an< 
mean.  But  are  companies  flexible 
enough  to  cope  with  widespread 
falling  prices?  If  not,  deflation  may 
stop  the  bull  market  in  its  tracks. 


Mandel  is  business  week's  Ec 
nomics  Editor. 
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Our  impeccable 
service  is  fine-tuned 
to  meet  your 
changing  needs. 


Your  Needs.  Your  Airline. 


Airlines  understands  that  your  needs  are  not  always  the 
Mhen  you  need  to  work,  our  cabin  attendants  will  serve  you 
/  so  as  not  to  disturb  you.  When  you  need  to  relax,  they  are 
vith  the  latest  inflight  entertainment  technology.  When  you 
leir  service  is  flawless.  Whatever  your  needs,  they  respond 


with  a  unique  level  of  graciousness  that  is  the  result  of  rigorous 
training  and  inherent  refinement.  This  philosophy  that  your  needs 
come  first  has  made  Japan  Airlines  the  preferred  airline  of  many  of 
the  most  experienced  business  travelers  to  Asia  for  over  40  years. 
Call  1-800-JAL-FONE  for  more  information. 


"A  «  CHICAGO  •  HONOLULU  •  KONA  •  LOS  ANGELES  •  MEXICO  CITY  •  NEW  YORK  •  SAN  FRANCISCO  •  SAO  PAULO  •  VANCOUVER 


Japan  Airlines 

A    WORLD    OF  COMFORT. 


Finance 


BANKS 


A  BUYOUT  BLUEPRINT 
FOR  THE  BANKS? 

NationsBank's  maneuver  may  act 
as  a  model  for  more  mergers 


w 


fhen  Hugh  L.  McColl  Jr.  agreed 
buy  Boatmen's  Bancshares  Inc 
at  the  end  of  August  to  create 
the  fourth-largest  U.  S.  banking  com- 
pany, a  controversy  erupted  over 
whether   the  expansion-minded 
chairman  and  ceo  of  NationsBank  j 
Corp.  had  paid  too  much.  Market  I 
reaction  to  the  $9.6  billion  price 
tag  was  swift:  NationsBank  stock 
dropped  7.8%  the  day  of  the  an- 
nouncement and  4%  more  over 
the  next  three  days.  Lost  in  the 
fray  was  the  unusual  scheme  that 
will  be  used  by  McColl  to  finance 
the  deal  when  it  closes  early  next 
year.  His  strategy  could  markedly 
change  the  industry's  attitude  to- 
ward takeovers  and  help  accelerate 
banking  consolidation. 

Bank  takeovers  are  usually  accom- 
plished by  swapping  stock.  McColl  will 
instead  use  cash  as  well  as  stock,  giving 
the  deal  the  flavor  of  a  leveraged  buy- 
out. He  will  get  his  leverage  by  using 
capital  held  by  Boatmen's  to  help  pay 
for  the  deal.  The  arrangement  also  will 
reduce  the  deal's  cost  to  NationsBank 
shareholders,  because  fewer  new  shares 
will  be  issued. 

"TURNING  point."  Diane  L.  Merdian,  an 
analyst  at  Montgomery  Securities,  pre- 
dicts that  Nations- 
Bank's financing  tech- 
nique will  attract 
imitators.  This,  she 
says,  could  not  only  en- 
courage more  big 
mergers  but  also  put 
the  fear  of  imminent 
takeover  in-to  capital- 


ally,  buyers  have  not 
rewarded  bank  targets 
for  having  excess  capi- 
tal, which  currently 
means  having  a  ratio  of 
tangible  equity  to  as- 
sets way  north  of  6.0%. 
"This  oeal  will  come  to 
mark  a  turning  point  in 
bank  mergers  and  ac- 
quisitions," Merdian 
wrote  in  a  recent  re- 


move is  linked  to  two  different  i 
counting  methods  used  to  strucj 
mergers  and  acquisitions.  Nearly  al!ji 
bank  deals  have  involved  so-called  "]t 
ing"  accounting,  in  which  banks!! 
change  each  other's  stock.  The  o  ji 
method,  upon  which  McColl's  deal! 
lies,  is  "purchase"  accounting.  It  alkvji 
buyer  to  offer  any  combination  of  s^, 
and  cash.  Banks  have  mainly  avo 
this  approach  for  large  deals  becau 
forces  the  buyer  to  write  off  goodw 
the  premium  paid  in  excess  of  book 
ue — usually  over  25  years.  "It's  liki 
clear    waste,"    says  Richard 
Kovacevich,  chairman  of  Non 
Corp.  "It  lasts  forever.  It's  a 
expense  with  no  associated  ben 
But  purchase  accountinj 
starting  to  win  converts,  sin 
lets  buyers  use  cash  and  m 
it  easier  for  banks  to  repurc 
their  own  shares.  With  the  in 
try  awash  in  capital,  banks  dc 
want  to  stop  the  aggressive 
buyback  programs  they 
been  announcing  in  droves, 
regulators  this  year  makin 
more  difficult  to  repurchase  sb 

CO-DEPENDENT  P°° 
COUPLE 

The  acquiring 
bank  uses  the 
rget's  own  capital  to 
help  pay  for  the  deal 


u 

A  : 


RIPE  FOR  TAKEOVER? 


Major  banks  with  high  levels 
of  excess  tangible  equity 

BANK  EQUITY/ASSET  RATIO* 


SUNTRUST 

9.14% 

FIFTH  THIRD 

8.78 

UNION  PLANTERS 

8.54 

MARSHALL  &  ILSLEY 

8.32 

NATIONAL  CITY 

8.10 

BOATMEN'S 

8.07 

MERCANTILE 

7.82 

WACHOVIA 

7.78 

SOUTHERN  NATIONAL 

7.65 

FIRST  SECURITY 

7.33 

FIRSTAR 

7.24 

*As  of  Sept.  30, 1996 

DATA:  SNL  SECURITIES 

port.  "Banks  with  excess  capital  are 
now  more  vulnerable  to  being  ac- 
quired." "We  have  looked  again  at  our 
merger  models  and  in  every  case  raised 
target  prices  as  a  result,"  says  David  S. 
Berry,  analyst  at  Keefe,  Bruyette  & 
Woods  Inc.  William  P. 
Boardman,  Banc  One 
Corp.'s  head  of  m&a, 
adds:  "It's  very  appro- 
priate to  look  at  the 
excess  capital  in  the 
bank  being  acquired  as 
a  way  of  paying  a  part 
of  the  purchase  price." 


won't  have  to  look  too 
far  to  find  plenty  of 
banks  with  extra  capital 
(table).  Merdian's  list  in- 
cludes KeyCorp,  First 
Security,  and  First 
Chicago.  Berry  points 


Mercantile,  U.  S. 
Bancorp,  and  Summit 
Bancorp. 

Debate  over  the  ap- 
peal of  NationsBank's 


purchase  accc 
ing  is  lookil 
whole  lot 
attractive. 

Purchase 
counting  still 
plenty  of  cri 
Goodwill  w 
bank's  under! 


ETE, 


offs  don't  reduce  a 
or  cash  earnings,  but  they  do  hu: 
ported  earnings,  still  the  focus  of 
investors.  The  Boatmen's  deal  wi 
quire  NationsBank  to  write  off 
million  a  year  for  the  next  25  ye; 

And  the  critics  argue  that  exploB 
excess  capital  won't  make  an  other 
unappealing  target  look  more  alluri 
or  excuse  overpaying  either.  "If  yoi 
want  to  pay  a  lot,"  says  Goldman,  £ 
&  Co.  analyst  Robert  B.  Alber 
"you're  going  to  get  hurt."  Thougl 
praises  McColl's  fancy  financing 
work,  Montgomery's  Merdian  still  tlf',^ 
he  paid  too  much  for  Boatmen's 
bankers  could  take  leveraging  toe 
that's  what  both  Merdian  and  Berr 
lieve  NationsBank  is  doing  in  the  1 
men's  deal. 

The  marketplace,  meanwhile,  si 
to  be  warming  to  NationsBank's  st 
gy.  Its  stock  has  bounced  back  to  v 
it  was  before  the  deal  announcer 
albeit  in  a  strong  bank  market.  A 
the  end,  McColl's  worldview  on  me; 
may  be  the  look  of  the  future. 

By  Alison  Rea  in  New 


tin 
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Three  more 
reasons  to  choose 

PowerPC  technology. 


PowerStackff  for  Windows  NT,  StarMa^T /or  Mac  OS  and  PowerStackJJ  for  MX 

As  if  you  needed  any  more  reasons  to  choose  PowerPC  '  architecture,  Motorola  has 
launched  an  entire  line  of  desktops,  workstations  and  servers  running  on  PowerPC 
technology,  including  systems  for  Mac® OS,  Windows  NT® and  AlXf  So  there  are 
n  more  systems  out  there  with  the  definite  advantage  of  PowerPC  performance.  In  fact,  recent 
TE  magazine  tests  proved  that  the  PowerPC  603 ev  and  604e's'  microprocessors  outperformed 
Pentium® and  Pentium®  Pro,  respectively?  Which  is  another  good  reason.  And  both  the  scalable 
ign  and  technology  road  map  of  PowerPC  architecture  mean  you'll  have  wider  ranges  of 
formance,  power  consumption  and  flexibility  for  years  to  come.  Call  1-800-759-1107,  ext.BW, 
nsit  http://www.mot.com/computer/  to  find  out  about  PowerPC  systems  from  Motorola  and 
n  more  reasons  to  choose  them. 


M)  MOTOROLA 


lotorola.  Inc.  All  rights  reserved.  Motorola  and  (**)  are  registered  trademarks  and  PowerStack  and 
are  trademarks  of  Motorola,  Inc.  PowerPC  603e,  PowerPC  604e,  PowerPC  and  the  PowerPC;  logo  are 
<s  of  and  are  used  under  license  from  International  Business  Machines  Corporation.  All  other  brand 
act  names  are  the  trademarks  or  registered  trademarks  of  their  respective  holders. 'August,  1996. 


What  you  never  thought  possible? 


Finance 


DEALS 


RICHES  FROM 
NICHES 

Castle  Harlan  succeeds  in 
low-profile  LBOs 


c 


ilass  rings.  Airport  baggage  carts. 
.Deepwater  oil  ports.  Chemicals  for 
'  tire-making. 
As  investments,  these  unglamorous 
niches  do  not  appear  to  be  the  stuff  of 
dreams,  let  alone  fortunes.  Yet  John  K. 
Castle  and  Leonard  M.  Harlan,  the  prin- 
cipals of  Castle  Harlan  Inc.,  a  New 
York-based  leveraged  buyout  outfit,  are 
hell-bent  on  going  after  little-known 
companies  that  are  leaders  or  strong 
contenders  in  low-profile,  highly  con- 
centrated industries.  "We  migrate  to 
them  since  the  value  is  there,"  says 
Castle.  The  firm's  acquisitions  typically 
generate  strong  growth — and  fetch  high 
resale  prices.  The  $280  million  fund  it 
launched  in  1992  using  the  niche  strate- 
gy, Castle  Harlan  Partners  II  LP,  has  a 
stellar  68%  annual  return. 

Take  IndSpec  Chemical  Corp.,  which 
dominates  the  market  for  resorcinol,  a 
bonding  agent  used  in  tires.  Castle  Har- 
lan's 1993  equity  investment  of 
$12  million  was  returned  three- 
fold last  April  when  it  sold  Ind- 
Spec to  Occidental  Petroleum 
Corp.  For  Castle  Harlan's  talent 
scouts,  IndSpec  stood  out  among 
the  hundreds  of  possible  deals 
they  review  yearly:  Its  product 
was  in  increasing  demand.  More 
and  more,  resorcinol  is  used  by 
makers  of  sunscreens  and  fire- 
retardant  plastics.  As  a  result, 
cash  flow  for  1996  has  increased 
46%  since  the  buyout. 
MUST-HAVE  LIST.  The  same  rea- 
soning popped  Smarte  Carte  Inc. 
onto  Castle  Harlan's  must-have 
list  in  1993.  As  the  nation's  No.  1 
airport  baggage-cart  vendor,  the 
company  met  the  requirement 
for  a  strong  market  share — and 
had  room  for  expansion.  Castle 
Harlan's  people  figured  that  with 
the  economy  growing,  air  travel 
would,  too.  Since  the  buyout,  the 
company  added  7,500  carts  to  its 
existing  25,000,  and  installed  de- 
vices that  accept  credit  cards. 
Smarte  Carte  has  seen  cash  flow 
almost  triple,  to  an  estimated  $16 
million  this  year.  Now,  Castle 


Harlan  has  sold  it  to  Dallas  buyout  firm 
Haas,  Wheat  &  Partners  for  $113  mil- 
lion, many  times  its  $9.7  million  equity 
investment. 

The  Castle  Harlan  strategy  has  lim- 
its, namely  antitrust  considerations.  To 
please  the  Justice  Dept.,  it  had  to  drop 
one  of  three  class-ring  makers  it  sought 
to  buy.  Consolidating  all  three  would 
have  given  its  newly  formed  Class 
Rings  Inc.  almost  half  the  market. 

Castle,  now  55,  founded  the  lbo  firm 
in  1987  with  Harlan,  60,  a  buddy  from 
his  days  at  Donaldson,  Lufkin  &  Jen- 
rette  Securities  Corp.  Castle  was  dlj's 

UNGLAMOROUS  TROPHIES 

RESOLD  COMPANIES 


EQUITY  INVESTMENT              NET  PROFIT* 

INDSPEC  CHEMICAL 

**$12.0  (12/93)  $37.8  (4/96) 

REVERE  OUTDOOR 
ADVERTISING 

5.8    (3/93)     5.8  (12/94) 

SMARTE  CARTE 

9.7  (12/93)  29.8  (10/96) 

TRUCK  COMPONENTS 

16.2    (5/94)    53.0  (8/95) 

TOP-NOTCH 

Castle  and  Harlan  chang 
strategy  after  two  showy 
disastrous  investments 

ceo  and  before  that  heade 
merchant  banking  effort,  in 
ing  the  highly  regarded  S{ 
Group,  a  pioneer  in  venture 
ital  investing.  Harlan,  who 
dlj  in  1969,  formed  a  rea 
tate  investment  group,  Hi 
&  Co.,  that  enjoyed  success 
during  the  property  busts  o 
mid-'70s  and  early  '90s. 

They  raised  $125  million  t( 
ate  their  first  lbo  fund,  Le 
Capital  Group  LP.  But  that 
has  generated  a  lackluster  1( 
annual  compounded  return  to  invei 
The  main  reason:  two  showy  but  c 
trous  investments,  Sharon  Steel  Inc 
Long  John  Silver's  Restaurants  Inc 
CODFISH  FACTOR.  Acquired  in  1990/ 
cialty  steelmaker  Sharon  faltered  ii; 
recession  as  steel  prices  collapsed! 
two  years  later,  it  fell  into  Chapta 
Castle  Harlan  has  since  sold  moj 
the  steel  company's  assets.  "ShaJ 
says  Castle  evenly,  "was  a  mistj 
Long  John  Silver's,  bought  in  19891 
the  help  of  a  $235  million  bridge! 
from  First  Boston  Corp.,  had  sil 
bad  luck.  The  price  of  codfish  zoo] 
hurting  cash  flow.  Worse! 
junk-bond  market  fell  apal 
1990,  so  Castle  Harlan  coj 
refinance  the  bridge  loan. 
Boston  ended  up  taking  co| 
of  the  company. 

Sobered  by  the  experience! 
firm  shifted  strategy  in  the  [ 
1990s,  eschewing  high-pj 
deals.  Despite  the  early  miss 
the  reputations  of  Castlel 
Harlan  were  so  solid  on 


raising  money  for  a  second 
"They  overcame  our  cone 
about  Legend  Capital,"  says 
B.  Fewel  Jr.,  senior  equitk 
vestment  officer  at  the  Oi 
Public  Employees  Retire 
Fund,  which  sank  $23.5  m 
into  Castle  Harlan's  1992  lb< 
ty.  "They're  known  as  top-i 

profit  organizations.  people. 

r   Last  year,  with  the  films 

STATIA  TERMINALS  Bought  three  deep-water  oil  ports, 
which  have  large  share  of  East  Coast  market,  from 
Praxair  for  $210  million. 


*After  deducting  20%  fee  on  gross  profit  **ln  millions 

1996  ACQUISITIONS 

CLASS  RINGS  Got  federal  OK  to  buy  class-ring  opera- 
tions of  CJC  Holdings  and  Town  &  Country,  constitut- 
ing almost  one-third  the  market.  Price:  $165  million 

OAKLEY  UNDERWRITING  Spent  $54  million  to  buy  former 
Financial  Institutions  Insurance  Group,  which 
specializes  in  directors  and  officers  coverage  for  non- 


TRADESCO  Acquired  No.  2  manufacturer  of 
plastic-goods-making  machine  molds  for  $25  mil 


ion. 


DATA  CASTLE  HARLAN  INC.,  BUSINESS  WEEK 


year, 

strategy  going  strong,  C»< 
made  an  atypically  glitzy  pej( 
al  acquisition,  the  Palm  f8 
estate  of  the  Kennedy  clai 
$5  million.  Given  his  track  n 1 
he's  entitled. 

By  Larry  Light  in  Newt> 
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e  cfHiltira  rei  571  mi  SI 

of  the'air. 1 — - 


(this  is  the  exception) 


A  remote  keyless  entry  device 
can  unlock  your  car  door  from  a 
distance,  right? 

So  a  thief  lurking  nearby  with 
a  special  receiver  can  pick  up  the 
signal,  record  it,  and  re-send  it  later 
to  unlock  the  car,  right? 
Wrong. 

If  it's  the  new  UT  Automotive 
Remote  Keyless  Entry  System -which 
changes  the  message  sent  after  each  use  -  the  signal  the  thief  recorded  is  useless. 

United  Technologies  makes  these  systems  for  GM,  Nissan,  Honda  and  Isuzu.  If  you  own 
or  lease  one  of  their  new  cars,  you  may  already  have  our  remote  keyless  entry  system. 
And  if  you're  a  car  thief?  Tough  luck. 


Hfe  United 
Technologies 

;   Carrier   Pratt  &  Whitney   Sikorsky   Hamilton  Standard    UT  Automotive 
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COMMENTARY 

By  Jeffrey  M.  Laderman 


A  NIFTY  YARDSTSCK  THAT  NOBODY'S  USING 


A  PERCENT 


The  Piper  Jaffray  Institutional 
Government  Income  Fund 
earned  an  unenviable  spot  in 
mutual-fund  history.  In  four  months 
in  1994,  27%  of  the  fund's  net  asset 
value  evaporated  as  interest  rates 
rocketed  and  bond  prices  plunged. 

Nothing  in  the  usual  complement  of 
fund  data  hinted  such  a  de- 
bacle was  coming.  The  fund 
was  No.  1  among  short- 
term  government  bond 
funds,  according  to  Lipper 
Analytical  Services  Inc.;  it 
also  earned  five  stars,  the 
highest  rating  awarded  by 
Momingstar  Inc.  The  port- 
folio, comprising  U.  S.  gov- 
ernment and  agency  issues, 
merited  an  AAA  credit  rat- 
ing from  Standard  &  Poor's, 
(s&p  is  a  unit  of  The  Mc- 
Graw-Hill Companies,  par- 
ent company  of  business 
week.)  None  of  these  measures  ad- 
dressed the  cause  of  the  meltdown:  a 
volatile  mix  of  mortgage  derivatives 
and  portfolio  leverage  that  blew  up 
when  rates  ran  up  quickly. 
TO  THE  RESCUE.  The  risk  in  owning 
government  bond  funds  is  not  in  the 
credit  rating  of  the  bonds,  but 
rather  in  what  happens  to  interest 
rates,  or  what  is  called 
"market  risk."  The 
longer  the  bond's  matu- 
rity, the  more  sensitive 
it  is  to  changes  in  in- 
terest rates.  The  re- 
turns from  bonds  can 
gyrate  wildly  (chart) — 
and  so  can  returns  to  bond  funds. 
Derivatives  or  leverage  magnify 
those  swings. 

To  the  investors'  rescue  come  the 
ratings  agencies.  s&P,  Moody's  In- 
vestors Service,  and  Fitch  Investors 
Service  have  developed  "market 
risk"  ratings  that  would  flag  some  of 
the  potential  problems  in  bond  funds 
that  wouldn't  be  caught  by  ratings 
based  on  past  performance  or  credit 
analysis.  Yet  only  about  100  funds 
have  been  rated  so  far.  The  reason: 
nasd  Regulation  Inc.,  an  organiza- 
tion set  up  by  the  National  Associa- 
tion of  Securities  Dealers,  must  ap- 
prove the  information  that  goes  into 


fund  sales  literature  and  so  far  has 
barred  funds  from  using  the  ratings 
in  shareholder  communications.  The 
main  concern,  says  Clark  Hooper,  se- 
nior vice-president  for  disclosure  and 
investor  protection  at  nasd  Regula- 
tion, is  the  "predictive  nature"  of 
such  ratings  and  what  inferences  in- 


RETURNS  ON  SAFE'  BONDS  ARE  VOLATILE 


'95  '96* 
THROUGH  SEPT  30 


DATA  IBB0TS0N  ASSOCIATES  INC 

vestors  might  make  about  future 
performance  from  them. 

A  legit  complaint?  Of  course  those 
new  ratings  are  predictive.  In  es- 
sence, if  interest  rates  move  up,  for 
example,  the  ratings  predict  that 
funds  with  the  lowest  market  risk 
should  sustain  the  least  damage,  and 
those  with  higher  risks  the  most. 


THE  CATCH 


Funds  are  now  barred 
from  advertising  market  risk  ratings 
because  of  their  "predictive  nature" 


Market  risk  ratings  can  do  a  bet- 
ter job  in  defining  the  risks  that  in- 
vestors face  than  the  data  that  funds 
are  allowed  to  use  in  advertising, 
such  as  past  performance,  Morn- 
ingstar  ratings,  or  credit  ratings.  To 
be  rated  for  market  risk,  funds  have 
to  provide  detailed  portfolio  informa- 
tion monthly  (the  law  requires  only 
seminannual  reports),  and  the  rat- 
ings agency  can  always  request 
more  frequent  reports.  Because 
these  ratings  require  the  fund  man- 
ager's cooperation,  funds  must  ask 
for — and  pay  for — the  ratings.  The 
practice  is  no  different  than  when  a 
bond  issuer  pays  for  a  credit  rating, 


hoping  the  rating  will  make  the 
bonds  more  attractive  to  investors, 
Market  risk  ratings  depend  main 
ly  on  an  assessment  of  the  "dura- 
tion" of  the  fund's  portfolio.  That  a 
sessment  entails  an  examination  of 
the  maturities  of  the  bonds  in  the 
fund  as  well  as  their  coupon  pay- 
ments, which  together  de 
termine  how  volatile  the 
fund  is.  The  higher  the  di 
ration,  the  more  volatile 
the  portfolio.  For  exampk- 
a  fund  with  a  duration  of 
10  would  likely  drop  10% 
in  value  if  interest  rates 
rose  one  percentage  point 
Right  now,  funds  give 
shareholders  information 
on  maturity,  but  not  all 
funds  disclose  duration — 
and  if  they  do,  they  don't 
all  use  the  same  methodo 
ogy  for  calculating  it. 
PROMISING  RESULTS.  Durations  are 
amplified  when  funds  use  deriva- 
tives. So  portfolios  must  also  be  ex 
amined  for  such  duration-sensitive 
investments.  Among  the  other  fac- 
tors that  go  into  ratings  include  liq 
uidity,  diversification,  and  for  globa 
bond  funds,  currency  risk. 

Although  these  ratings  have  not 
been  around  long 
enough  to  conclude  th 
they  accurately  assess 
market  risk,  early  re- 
turns are  promising. 
According  to  s&p,  risk 
rated  bond  funds  gen- 
erally earned  returns 
in  1994  and  1995  in  line  with  their 
ratings.  For  instance,  the  highest- 
rated  funds  did  best  in  1994,  a 
year  of  rising  rates,  and  the  low-n^ 
ed  funds  did  best  in  1995,  when 
rates  fell. 

Hooper  says  nasd  Regulation  is 
trying  to  accommodate  the  market 
risk  ratings,  will  ask  for  public  con 
ments,  and  hopes  to  resolve  the  dis 
pute  early  next  year.  But  it's  the 
nasd  itself,  by  blocking  the  adverti 
ing  of  risk  ratings,  that  has  create( 
the  dispute. 


Senior  writer  Laderman  covers 
mutual  funds. 
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INTRODUCING 
CONFIGURABLE 
NETWORK 
COMPUTING. 

A  SOFTWARE  TECHNOLOGY 

SO  TRANSPARENT, 
YOU  CAN  SEE  THE  FUTURE 
THROUGH  IT. 


Protect  your  mission-critical  software  investment  from  the  inevitable  technology  and  business 
changes  of  tomorrow  with  Configurable  Network  Computing,1''  or  CNC.  Available  only 
in  J.D.  Edwards  OneWorld'"  software,  CNC's  distributed  object  technology  is  flexible 
enough  to  partition  and  redistribute  your  applications  across  current  and  emerging  industry 
standards,  without  the  time-consuming  programming  required  by  traditional  client/server 
systems.  Today,  OneWorld  with  CNC  works  with  UNIX,  Windows  NT,  OS/400  and  MVS 
systems,  plus  the  leading  SQL  databases.  And  tomorrow,  who  knows?  Best  of  all,  it's 
from  J.D.  Edwards,  a  leader  in  enterprise  solutions,  with  almost  4,000  customers  in  over 
90  countries.  For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


J  D  Edwards  World  Source  Company,  1996  )  D  Edwards  is  a  registered  trademark  of  I  D  Edwards  &  Company  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J  D  Edwards  World  Source  Company  OS/400 
registered  trademarks  of  the  IBM  Corporation  UNIX  is  a  registered  trademark  in  the  U  S.  and  other  countries,  licensed  exclusively  by  X/Open  Company,  Ltd  Windows  NT  is  a  registered  trademark  of  the  Microsoft  Corporati 


Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

KSU'S  CLOSELY 
WATCHED  TRAINS 

The  battle  for  Conrail  that's  raging 
between  csx  and  Norfolk  Southern 
has  refocused  attention  on  one  of  the 
few  companies  still  untouched  by  the 
great  rail  coupling-up:  Kansas  City 
Southern  Industries  (ksu),  which  owns 
Kansas  City  Southern  Railway. 

KSU's  stock  has  climbed  from  43  a 
share  to  48  since  csx  made  a  $9  billion 
offer  for  Conrail. 
CHUGGING         But  analysts  say 
RIGHT  ALONG       the  ksu  price  is 
still  way  below 
the  company's 
breakup  value  of 
$60    to    $70  a 
share.  In  a  buy- 
out, one  industry 
analyst  puts  the 
value  of  ksu  at 
$70    to    $80  a 
share. 

"ksu  has  a 
number  of  valu- 
able assets:  Its 
railroad  unit  alone 
would  be  of  in- 
credible value  to  a  larger,  better-run 
rail  entity,"  says  Seth  Glickenhaus,  who 
heads  Glickenhaus  &  Co.,  a  New  York 
investment  firm  managing  more  than 
$4.5  billion,  which  has  a  large  stake  in 
ksu.  "It's  a  company  that  should  have 
been  bought  out  long  ago." 

When  this  column  picked  Conrail  as 
one  of  the  1996  takeover  targets,  the 
betting  was  that  Norfolk  Southern 
would  make  the  first  move.  But  csx 
jumped  the  gun  on  Oct.  10  with  an 
$8.4  billion  bid.  Norfolk  countered  with 
a  hostile  $9  billion  offer  and  sued  csx 
and  Conrail  to  stop  their  proposed 
merger. 

Some  expect  the  loser  in  this  fight  to 
chase  ksu.  Glickenhaus  figures  the  rail 
unit  is  worth  $25  a  share.  One  New 
York  analyst  thinks  it's  worth  more  in 
a  takeover:  "Based  on  Norfolk's  bid  for 
Conrail,  ksu's  rail  operations  would  be 
worth  $40  to  $45,"  he  says. 

ksu  has  a  financial-services  unit  that 
owns  the  highly  profitable  Janus  and 
Berger  families  of  mutual  funds,  which 
have  combined  assets  of  $48  billion. 
The  analyst  says  the  financial-service 
unit  is  worth  $15  to  $20  a  share.  An- 
other important  asset:  ksu's  40%  equi- 
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ty  stake  in  dst  Systems,  which  pro- 
vides information  processing  and  soft- 
ware services  to  mutual-fund  compa- 
nies. The  analyst  values  the  dst  stake 
at  $15.  ksu's  total  value:  $70  to  $80. 

TRYING  TO  SNAG  A 
MORTGAGE  BANKER 

After  a  summer  slump,  shares  of 
North  American  Mortgage  (nac) 
have  rebounded.  Low  interest  rates 
are  part  of  the  reason.  Also,  says  a 
New  York  money  manager,  three  fi- 
nancial-service outfits  have  recently 
met  with  nac's  brass  to  talk  about 
buying  it. 

Analysts  put  the  value  of  North 
American,  one  of  the  nation's  largest 
mortgage-banking  companies,  at  $25  to 
$30  a  share  based  on  fundamentals.  In 
a  buyout,  it  is  easily  worth  more  than 
$35,  notes  the  money  manager,  who 
has  been  buying  shares.  Companies  ex- 
pressing interest,  says  this  pro,  include 
Countrywide  Credit  Industries,  MGIC 
Investment,  and  Green  Tree  Financial. 
They  all  declined  comment.  North 
American  is  a  major  lender  to  buyers 
of  single-family  houses  in  California, 
Colorado,  Hawaii,  Maryland,  Virginia, 
and  Texas. 

Analyst  Gary  Gordon  of  Paine  Web- 
ber figures  North  American's  book  val- 
ue plus  the  value  of  its  loan-servicing 
portfolio  is  about  $20  a  share,  nac's 
mortgage-lending  business  is  worth  a 
further  $3  to  $5  a  share.  And  then, 
there  is  North  American's  alliance  with 
ContiFinancial  Services,  through  which 
NAC  will  start  to 
A  BUMPER  CROP  originate  "sub- 
0F  LOANS?  prime  mortgages" 
to  be  underwrit- 
ten and  bought 
by  ContiFinancial. 
These  loans  don't 
meet  the  loan 
standards  set  by 
the  Federal  Na- 
tional Mortgage 
Assn.  (Fannie 
Mae)  or  Federal 
Home  Loan  Mort- 
gage Assn.  (Fred- 
die Mac):  The 
borrower  either 
has  too  much 
debt  or  has  an  uneven  debt-payment 
history.  Gordon  says  these  are  high- 
margin  loans  and  could  add  up  to  $3  a 
share  in  value.  Analyst  Gareth  Plank  of 
UBS  Securities  says  the  ContiFinancial 
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connection  could  add  75c  a  share 
his  estimated  1997  earnings  of  $2.7 
share.  For  1996,  he  foresees  $2.38. 


AFTER  THE  CRASH 
AT  A  OISKMAKER 


nlike  the  meteoric  rise  of  cert 
stocks  after  initial  public  offerin 
one  high-tech  stock  has  headed  south 
a  frightening  way:  Cerion  Technolog 
(CEON)  plunged  from  18  in  late  May 
2%  on  Oct.  29.  Cerion  makes  thin-i 
disks  for  small,  high-capacity,  high-sp 
disk  drives  used  in  minicomputf 
desktop  computers,  and  workstatioi 
What  happened?  Cerion,  which  pc 
ed  sales  of  $512  million  last  year  i 
earned  $106  million,  or  $2.14  a  shs 
lost  its  second-largest  customer — St 
Media,  a  maker  of  2'/>-in.  and  3& 
thin-film  disks  for  hard-disk  drives, 
customer  canceled  all  outstanding 
ders  because  of  its  own  problems.  Si 
Media  accounted  for  about  34%  of 
rion's  second-quarter  sales. 

Analyst  William  Bartels  of  Willi 
Blair,  the  firm 
that  took  Cerion  HARDLY 
public  in  May  at 
13  a  share,  cut 
his  1996  earnings 
estimate  from 
$1.33  a  share  to 
$1.  But  after  Ce- 
rion reported  a 
third-quarter  loss 
of  7(2  a  share,  he 
figures  it  could 
earn  only  300  for 
all  of  1996.  He 
rates  the  stock  a 
long-term  buy, 
however,  saying 

"it's  still  a  real     data-  Bloomberg  financial  mai 

business  with  good  assets." 

Not  everybody  joined  the  rush 
bail  out.  Bill  Hopke  of  Trilon  Domii 
Partners,  which  has  nearly  a  5%  sti 
held  on.  Why?  He  thinks  Cerion 
replace  the  lost  customer.  And  he 
pects  other  customers,  including 
and  a  large  computer  maker  in 
wan,  may  be  tempted  to  acquire  C 
on,  mainly  because  of  the  drop  in 
company's  market  capitalization  fi 
$150  million  to  just  $22  million. 

For  a  company  that  has  $14  mil 
in  cash,  or  $2  a  share,  and  a  de( 
business,  with  no  debt,  "the  stocl 
uncommonly  cheap,"  says  Hopke.  M 
over,  StorMedia  in  recent  weeks 
resumed  buying  from  Cerion. 
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Know  Us  By 
Our  Leadership 


Asset-Backed  Securities 


January  1,  1996  -  October  1,  1996 

Rank  Manager 

Amount 
(SMillions) 

Issues 

1     Lehman  Brothers 

16,936.4 

81 

2     Merrill  Lynch  &  Co. 

16,802.6 

82 

3     CS  First  Boston 

10,423.7 

46 

4     JP  Morgan  &  Co.  Inc. 

8,660.6 

28 

5     Chase  Manhattan 

8,387.8 

16 

6     Morgan  Stanley 

8,298.6 

22 

Source:  Securities  Data  Company 

Mortgage-Backed  Securities 

January  1,  1996  -  October  1,  1996 

Rank  Manager 

Amount 
(SMillions) 

Issues 

1     Lehman  Brothers 

11,996.9 

54 

2     Bear,  Stearns 

9,497.5 

44 

3  PaineWebber 

8,559.1 

37 

4     Donaldson,  Lufkin  &  Jenrette 

8,204.5 

63 

5     Salomon  Brothers 

8,122.7 

55 

6     Morgan  Stanley 

5,915.3 

36 

Source:  Securities  Data  Company 

Over  the  first  nine  months  of  1996,  Lehman  Brothers  was  the  world  leader  in 
helping  businesses  raise  capital  through  asset-backed  and  mortgagcbacked  securities, 
underwriting  more  than  $29  billion  on  behalf  of  135  issuers  around  the  world. 
Whether  it's  our  leadership  in  capital  markets,  our  relationships  with  major 
companies  and  governments,  or  our  experience  and  capabilities  in  products 
and  markets  globally,  businesses  and  investors  are  turning  to  Lehman  Brothers. 


Lehman  Brothers 

©1996  Lehman  Brothers  Inc.  All  Rights  Reserved.  Member  SIPC. 


At  NEC,  we  believe  multimedia  can  be  something  far  more  powerful  than  just  a  CD-ROM  reader  hooked  up 

to  your  computer.  We  envision  it  as  a  global  network  that  breaks 

\M  through  the  barriers  of  time  and  space.  A  net- 
{  NEC  ranks  amon§ 


work  where  people  from  every  corner  of  the 


world  can  communicate  and  work  together  face-to-face. 


the  top  five  in 
all  three  key 
multimedia 
technologies  - 


And  that's  why  NEC  is  positioned  to  be  the  one,  true  leader  in  multimedia.  We're  semiconductors, 

computers  and 

the  only  high-tech  company  that  ranks  among  the  top  five  in  all  three  key  multimedia  communications. 

technologies  -  semiconductors,  computers, 


THE  UNIVERSE 
MAY  BE  EXPANDING, 
BUT  THANKS  TO 
NEC  MULTIMEDIA, 
OUR  PLANET  IS 
DEFINITELY  SHRINKING. 


and  communications.  In  fact, 
we  hold  over  29,000  patents 
worldwide  on  everything 
from  video  conferencing  and  3D  graphic 
processors  to  plasma  display  screens  and 
global  satellite  systems. 

So,  how  will  our  multimedia  make  the 
world  a  smaller  place?  For  starters,  business 


people  from  opposite  sides  of  the  world  will  be  able  to  work  together  in  real-time  on  the  same  document.  Then 
there's  our  vision  of  the  Global  College,  where  students  will  be  able  to  attend  on-line  lectures  and  visit  vast  media 
libraries.  Even  medicine  benefits  from  our  advances  in  multimedia.  Thanks  to  our  TeleDoc'"  system, 
doctors  from  thousands  of  miles  away  can  be  present  in  complex  surgery  to  offer  guidance 
and*, 

As  you  can  see,  at  NEC  we  don't  think  of  multimedia  as  simply  connecting  system  components.  We  think  of 
it  as  connecting  people.  For  more  information,  call  1-800-338-9549  or 
reach  us  on  the  Internet  at  http://www.nec.com.     )ust  1  !i1  a i I n e 
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Tackling 
Admissions 
with  a  PC 


Before  Sonia  Vasan  sat 
down  to  apply  to  24 
colleges,  she  considered 
using  The  Common 
Application,  a  form  accepted 
by  more  than  100  schools. 
"But  I  thought  that  filing 
photocopies  just  didn't  look 
light,"  she  says. 
Instead,  to  save 
time  and  give 
each  applica- 
tion a  personal 
touch,  she  loaded  a  program 
called  CollegeLink  onto  her 
personal  computer.  It  inter- 
viewed her,  requesting  infor- 
mation tailored  to  the  schools 
she  had  chosen.  After  sending 


her  data  to  the  publisher 
got  completed  laser-pri 
applications  in  a  few 
that  looked  like  each  colli 
preprinted  forms.  Expl 
Vasan,  now  a  sophomor 
Wellesley  College:  '" 
were  all  personalized 
  looked 


COLLEGE 


PLANNING 


let 
pas 
Ion 
■ 

fir 
tie 


profession; 

Like  V; 
a  growing 
ber  of  stuc 
and  parents  are  turnin 
their  pes  for  help  in  mi 
vering  through  the  co 
maze.  Need  advice  in  cl  1 ' 
ing  a  major?  Several  soft  " 
packages  will  quiz  you  a  ' ; 

ifell 


Id  Ivy-and  help  fill  out  the  form; 


your  strengths  and  temj 
ment,  then  suggest  op 
that  suit  you  best.  Waif  ' 
know  what  type  of  stuc 
attend  Carnegie  Melloi  1,1 
fore  you  apply?  Browse 
students'  personal 
pages  posted  on  the  V 
Wide  Web.  Curious  aboi 
quirements  to  get  into  'V  fl 
ington  University's 
Composer  Repertory  Chfl  P 
E-mail  the  director, 
dresses  are  often  listed  ffl 
college's  online  directori  : 
departmental  home  pagi  1 
PRETTY   PENNY.  This 
riage  of  computers  and 
lege  isn't  totally  new. 
school  guidance  offices 
some  libraries  have  lonj 
access  to  the  College  Be 
Expan  online  database  o 
lege-admission  and  care<  ' v 
formation.    And  test 
companies  such  as  K<#r 
Educational  Centers  msf-": 
pretty  penny  peddling 
ware  that  prepares  stu» 
for  admissions  exams, 
falling  prices  of  multir  ■ 
computers  and  the  phe 
enal  growth  of  the  We 
low  millions  of  today's 
lies  to  turn  to  their  hom  Q, 
throughout  the  college  s* 
There's  plenty  of  sofl 
to  help.  One  of  the  best 
grams  is  Princeton  Re^ 
College  Advisor  '97,  a  ci 
that  includes  a  search  el 
that  selects  schools  basi 
your  preferences,  offers 
on  more  than  1,200  col 
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•esents  opinionated  re- 
of  more  than  300  top 
(S.  CollegeEdge  isn't 
as  helpful  but  has  some 
advice  on  careers.  Con- 
iends  before  you  buy: 
deo  clips  on  Kaplan's 
lpus  '96  five-CD  set  of 
i  tours,  for  instance,  are 
trt  to  be  of  much  use. 
11  find  far  more  vari- 
the  Web.  A  top  pick 
is  the  College  Board 

site.  As  you 
expect  from  the 

who  bring  you 
holastic  Assess- 
'est,  there's  plen- 
oreparation  and 
ation  information 
li  the  general  sat 
i  and  the  newer 
subject  tests.  (Be 
)  check  out  the 
Question  of  the 
rou  also  can  reg- 
lline  for  the  Col- 
cholarship  Ser- 
profile  (a 
il  form  used  by 
/e  colleges  such 
ory  University), 
yet,  the  site  has 
s  providing  ad- 
i  college  majors 
reers  and  an  in- 
ion  to  education- 
ng  options  that 
i  will  appreciate, 
r  Web  site  with 
irental  resources 

Texas  Guaran- 
Student  Loan 

Adventures  in 
ion  page. 
)F  TYPING.  The 
'  test-prep  outfits  such 
lan  (www.kaplan.com) 
nceton  Review  (PR)  do 
e  than  just  hawk  their 
classes.  Both  include 
•arch  engines  to  devel- 
ur  list  of  college 
ets.  And  educational 
er  Peterson's  Eduea- 
nter  offers  some  very 
articles  on  topics  such 
ing  the  college  essay. 
1  visit  the  Web  sites 
vidual  colleges.  They 


feature  admissions  data  and 
in  many  cases  school  calen- 
dars, requirements  for  vari- 
ous majors,  and  photographic 
campus  tours.  You  can  get 
there  via  links  from  programs 
such  as  College  Advisor  '97, 
through  test-prep  Web  sites, 
or  by  using  Web  search  en- 
gines like  Yahoo!. 

If  you've  settled  on  certain 
schools  but  are  terrified  by 
the  thought  of  typing  all  those 


tions  are  printed  at  Col- 
legeLink's  facility,  you  don't 
have  to  own  a  fancy  printer. 

You  will,  however,  need  a 
modem  if  you  want  to  trans- 
mit data  directly  from  your 
PC  to  College  Link's  process- 
ing facility.  Otherwise,  return 
the  diskette  for  printing  by 
snail  mail.  The  software  is 
free  if  you  download  it  at 
CollegeLink's  Web  site,  www. 
collegelink.com  (or  order  a 


SEARCHING  FOR  SCHOOLS 


NAME/WEB  ADDRESS 

COLLEGE 
BOARD  ONLINE 

www.collegeboard.org 

PRINCETON 
REVIEW 

www.review.com 

PETERSON'S 
EDUCATION  CENTER 

www.petersons.com 

ADVENTURES  IN 
EDUCATION 

www.tgslc.org 


COLLEGE  ADVISOR '97 

Princeton  Review 
Publishing/$19.95 

COLLEGE  EDGE 

Snap  Technologies 
$49.99 


ONLINE 

COMMENTS 

From  the  SAT  people,  an  excellent  site  on  precollege 
testing,  paying  for  college,  and  advice  on  choosing  a 
school.  Great  first  site  to  visit. 

Search  engine  lets  you  comb  its  database  for  schools 
that  match  your  preferences;  gives  student  opinions  and 
other  subjective  data  on  more  than  300  top  colleges. 

Besides  a  good  search  engine,  has  interesting  essays  on 
topics  such  as  the  parent's  role  in  the  school  search  and 
how  to  write  a  college  essay. 

Texas  Guaranteed  Student  Loan  Corp.  site  has  great 
general  information  about  college  and  careers;  separate 
areas  customized  for  parents  and  students. 

SOFTWARE 

Good  all-around  program;  features  strong  college  search 
engine,  opinions  on  individual  schools,  links  to  college 
home  pages,  and  help  on  letter-writing. 

Uninspired  college  search  engine,  but  good  information 
and  interviews  about  career  choices  and  college  majors 
for  kids  who  are  undecided. 

DATA:  BUSINESS  WEEK 


applications,  your  computer 
can  help  in  several  ways.  Col- 
legeLink,  the  program  Vasan 
used,  is  especially  attractive 
if  you  have  an  older  machine. 
The  program  comes  on  a  flop- 
py disk,  and  versions  are 
available  for  a  variety  of  PCs, 
including  those  powered  by 
processors  as  slow  as  an  Intel 
286.  CollegeLink's  limited  use 
of  graphics  means  you  don't 
need  a  big  hard  drive.  And 
since  the  completed  applica- 


diskette  by  mail);  each  printed 
application  after  the  first  one 
costs  $5,  plus  shipping.  You 
can  get  a  printout  of  the  data 
you  supplied  during  each  Col- 
legeLink  interview.  But  not 
being  able  to  visualize  your 
work  until  applications  arrive 
by  mail  is  frustrating. 

Apply!  '97  takes  a  different 
approach,  technically  and  fi- 
nancially. The  graphics-rich 
cd-rom  requires  a  multi- 
media computer.  The  manu- 


facturer, Apply  Technology, 
recommends  a  Pentium-pow- 
ered machine  with  at  least  12 
megabytes  of  ram,  so  own- 
ers of  older  machines  must 
pass  this  program  by.  The 
cd-rom  is  free,  thanks  to  a 
section  of  clickable  ads. 
ON-SCREEN  FORMS.  Apply! 
'97  is  based  on  College  Advi- 
sor '97  (the  classroom  inter- 
face and  even  the  on-screen 
narrator  are  the  same),  but 
it  dumped  PR's  deli- 
ciously  opinionated  re- 
views of  top  colleges. 
Instead,  Apply!  '97  has 
added  on-screen  appli- 
cations for  more  than 
500  schools.  The  on- 
screen forms  look  just 
like  the  paper  ones, 
complete  with  graphics, 
instruction  pages,  and 
sometimes  even  copies 
of  the  return  envelopes 
included  in  admissions 
packets.  You  type  per- 
sonal information  in  the 
blanks,  directly  on  an 
application. 

As  with  CollegeLink, 
the  program  remem- 
bers frequently  used 
data  such  as  your  name 
and  address,  and  it  au- 
tomatically places  them 
in  the  appropriate 
blanks  on  subsequent 
applications.  Essays  can 
be  written  on  the  appli- 
cation page  or  pasted 
from  a  word  processor. 
Apply!  '97  doesn't  cover 
all  bases,  however.  For 
example,  the  software 
wouldn't  allow  a  Washington 
University  applicant  to  rank 
the  St.  Louis  school's  individ- 
ual colleges  in  order  of  pref- 
erence, as  requested  in  the 
instructions.  But  it's  great  to 
be  able  to  print  out  profes- 
sional-looking applications  on 
your  laser  or  inkjet. 

Competitor  CollegeNET  es- 
chews user-installed  software 
altogether.  It  lets  students 
complete  and  then  file  appli- 
cations on  its  Web  site.  The 


eb  sites  of  individual  colleges  can  feature  admissions 
ita,  school  calendars,  and  photographic  campus  tours 
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only  problem  is  that  Col- 
legeLink's  database  contains 
applications  for  only  about  60 
schools;  few  are  "name"  col- 
leges and  many  are  Aus- 
tralian universities  of  little 
interest  to  most 
U.  S.  students. 
But  if  you're  con- 
sidering a  college 
on  its  list,  the  service  is  sim- 
ple to  use.  When  students  be- 
come registered  users  of  Col- 
legeNET,  they  store  all  their 
personal  data  on  its  server. 
(Passwords  are  used  to  pro- 
tect privacy.)  Once  an  appli- 
cation is  complete,  the  ser- 
vice transmits  it  directly  to 
the  school. 

Your  PC  can  even  come  in 


gram 
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handy  after  applications  are 
in.  Admissions  committees 
usually  won't  act  on  an  in- 
complete file;  a  missing  high 
school  transcript,  for  exam- 
ple, delays  any  decision.  To 
avoid  such  lags, 
schools  such  as 
the  University  of 
North  Carolina  at 
Chapel  Hill  allow  students  to 
check  on  the  status  of  an  ap- 
plication via  the  Web.  Using 
a  code  assigned  to  assure  pri- 
vacy, the  systems  let  you 
know  whether  a  recommen- 
dation or  an  sat  score  is  ab- 
sent— thus  avoiding  any 
missed  deadlines.  Too  bad 
they  can't  also  guarantee 
admission.  Jim  Ellis 


APPLYING  BY  COMPUTER 

SOFTWARE 


APPLY!  '97 

Apply  Technology. 

COLLEGELINK 

$5  for  each  application 
after  the  first  one 


The  free  CD-ROM  has  applications 
more  than  500  schools.  Fill  in  the 
blanks  and  print  on  a  laser  printer 

A  floppy-disk  contains  questions  fro 
500  applications.  Transmit  data  an 
receive  completed  applications  by 


WORLD  WIDE  WEB 


C0LLEGENET 

www.collegenet.com 

COLLEGE  HOME  PAGES 


Web  site  uses  an  interview  format 
let  you  complete  and  file  application 
online  for  fewer  than  60  schools. 

Colleges  such  as  University  of  Texa 
let  you  apply  via  their  Web  sites 


Surf  the  Web 
for  College  Dollars 

«*  Your  computer  can  be  a  potent  weapon  in  the  hunt  for  cash 


vestments  you  may  want  to 
tap,  and  even  projections  on 
the  cost  of  tuition  at  your 
kid's  dream  school  four — or 
maybe  five  or  six — years 
from  now.  Simply  plug  in 
your  financial  data,  and  the 


With  the  cost  of  at- 
tending top  private 
universities  exceeding 
$30,000  a  year,  few  parents 
today  decide  on  a  college  for 
their  child  without  consider- 
ing financial  aid.  Luckily,  your 
computer  can  be  a  potent 
weapon  in  this  sometimes 
confusing  hunt  for  college 
cash.  The  best  source  of  in- 
formation is  the  World  Wide 
Web,  which  is  crowded  with 
sites  offering  everything  from 
detailed  explanations  of  how 
colleges  determine  your  fi- 


nancial need  to  online  educa- 
tion loan  applications. 

Start  Web  surfing  at  the 
excellent  Financial  Aid  Infor- 
mation Page.  This  compre- 
hensive site  is  a  well-orga- 
nized trove  of  information  for 
both  students  and  the  par- 
ents who  bankroll  them.  Es- 
pecially useful  is  its  rich  col- 
lection of  financial  calculators, 
including  programs  to  help 
estimate  the  amount  parents 
are  expected  to  pay  for  col- 
lege under  federal  guidelines, 
various  calculations  on  in- 


WHERE  TO  LOOK 


THE  FINANCIAL  AID 
INFORMATION  PAGE 

www.finaid.org 

FASTWEB 

www.fastweb.com 


EDUCATION  DEPT. 

www.ed.gov/offices/OPE/ 
index.html 


Great  source  of  general  information, 
plus  an  especially  rich  variety  of 
online  calculators 

Database  of  180,000  private 
scholarships;  E-mails  data  on 
grants  that  match  your  profile 

Extensive  information  on  federal  loan 
and  grant  programs;  also  allows 
;  online  filing  of  federal  FAFSA  form 

DATA:  BUSINESS  WEEK 


figures  pop  up  on  your 
screen.  Keep  a  pencil  or 
printer  nearby,  however,  since 
you  can't  save  personal  infor- 
mation on  the  pages. 

Another  handy 
site  is  the  Educa- 
tion Dept.'s  col- 
lege financing 
page.  There  is  the 
usual  glossary  of 
financial  aid  terms 
and  a  comprehensive 
rundown  on  federal 
college  grant  pro- 
grams, mainly  for  low- 
and  moderate-income  families, 
plus  lots  of  detail  on  govern- 
ment guaranteed  loans  for  all 
income  levels.  But  the  big 
draw  here  is  the  Free  Appli- 
cation for  Federal  Student 
Aid  (  fafsa),  which  almost  all 
U.S.  students  applying  for 
need-based  aid  must  file  to  de- 
termine their  expected  family 
contributions.  Consult  illus- 
trated online  instructions  for 
completing  the  fafsa's  some- 
times confusing  paper  form. 
There's  also  fafsa  Express, 
downloadable  software  that 
lets  you  file  your  application 
via  modem  directly  to  the  fed- 


eral processing  center- 
ing two  weeks  off  the 
mail  filers  will  endure 
CUSTOM  FIT.  Of  course!) 
way  to  ease  the  burd 
tuition  bills  is  through 
arships  and  grants, 
sands  of  them  are  out 
often  reserved  for  stu 
with  very  precise  qua 
tions  or  majors.  A  grea 
to  sift  through  the  clut 
fastWEB,  a  databas 
180,000  private  scholar 
fellowships,  g\ 

and  loans 
dent  register 
fastWEB  by  cor 
ing  a  detaile 
line  profile.  In 
15  minutes  th 
tern  sends  th 
dent's  mailbox 
of  scholarships 
additional  aler 
new  grants  are 
to  the  database.  Be  si 
consult  fastWEB  before 
ing  for  a  private  schol 
search  service. 

If  yours  is  like  most 
lies,  you'll  be  relying  or 
to  help  with  costs.  A 
place  to  check  out  borr 
options  and  repa,1 
schemes  is  through  sti 
loan  powerhouse  Sallie 
Web  site  (www.salliema 
or  pages  of  a  loan  se 
such  as  USA  Group  (wv 
group.com).  Enjoy  th 
advice.  At  today's  t 
prices,  you'll  need  all  tl 
ings  you  can  get.  Jin 
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iffs  Notes 
>r  the  College  Tour 

iampus  visits  can  be  a  big  help  in  picking  a  school 

rreling  across  Houston's 
outh  Loop  Freeway  at 
5  miles  per  hour  in  a 
g  rainstorm,  I  fumble 
i  Hertz  map  as  I  dart 
en  18-wheelers.  Am  I 
r  an  interview  with  Bob 
or  a  one-on-one  with 
aq  Computer  ceo  Eck- 
*feiffer?  Nope.  I'm  head- 
•  something  really  im- 
lt:  a  college  visit, 
iter  Erin  and  I  are  en 

to  Rice  University, 
ing  to  make  a  2  p.m. 
l  for  prospective  appli- 
Thanks  to  air-traffic  de- 
id  Noah-like  rains  dur- 
r  drive  to  campus,  we 

to  find  the  information 
i  ended,  the  walking 
?roup  long  departed, 
here's  always  tomorrow, 
h  angst  is  a  far  cry 
;he  "old  days"  (as  my 
ter  describes  them), 
[  pondered  where  to  go 
5ge.  I  applied  to  six  or 

schools,  all  but  one  sight 

i.  I  ended  up  at  the 

•sity  of  Missouri's  jour- 
school  not  because  its 

,m  was  top-rated  (it 

r  its  location  some  bu- 

aradise  (it  wasn't),  but 

e  it  was  the  only  school 
reasonably  afford. 

HOUR.  Unfortunately, 

ighter  is  not  one  to  be 

id  by  such  detail.  Be- 
in  a  day  when  the  an- 

)st  of  attending  a  top 

equals  the  sticker  price 

lall  Lexus,  few  parents 

ling  to  make  college  de- 
without  first  kicking 

'es.  So  this  year,  we 

the  annual  migration  of 

s  piling  into  planes, 

buses,  or  minivans  in 
of  the  perfect  school, 
our  list  was  by  no 
typical — my  daughter 

ring  only  at  schools 
in  business  or  engi- 

; — our  experience  pro- 


Hashanah  was  like  Grand 
Central  Station  at  rush  hour. 

Choosing  where  to  visit 
may  require  some  family  ne- 
gotiation. Include  some  schools 
your  child  thinks  are  "cool,"  a 
few  you  prefer  for  career  rea- 


ST.  LOUIS  SPIN:  Erin  and  Jim  Ellis  navigate  Wash  U. 


vides  insights  helpful  for  al- 
most any  student  or  parent 
facing  college  visits. 

Unless  your  child  is  very 
focused,  don't  start  visits  until 
the  spring  of  the 
junior  year  in  high 
school.  Don't  wait 
until  summer, 
though:  There's  nothing  worse 
than  an  empty  campus.  When 
Erin  and  I  saw  the  University 
of  Delaware  on  a  Saturday  in 
July,  the  lack  of  activity  was 
eerie.  And  avoid  local  high 
school  holidays:  The  Univer- 
sity of  Pennsylvania  on  Rosh 


irmrn 
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sons,  and  your  state  universi- 
ty. (It's  often  cheaper  and  eas- 
ier to  get  into,  so  use  it  as  a 
floor  for  comparisons.)  Sample 
schools  of  varying  sizes.  Erin 
enjoyed  touring 
tiny  Swarthmore 
College  on  foot, 
but  the  buses  that 
traverse  sprawling  Rutgers 
University  turned  her  off. 

During  each  visit,  attend  an 
admissions-information  session 
(most  schools  hold  them  at 
least  once  each  fall  weekday) 
to  learn  about  application 
deadlines,  testing  require- 


ments, academic  programs, 
and  financial  aid.  A  student- 
led  tour  usually  follows.  But 
don't  end  your  visit  there. 
"The  biggest  mistake  people 
make  is  spending  too  much 
time  in  the  admissions  office," 
says  Nanette  Clift,  director  of 
recruitment  for  Washington 
University  in  St.  Louis. 
CANDID  COLLEGIANS.  To  learn 
things  the  glossy  brochures 
leave  out,  walk  around  the 
campus,  explore  the  adjacent 
neighborhood,  or  just  hang 
around  the  student  center  and 
strike  up  conversations  with 
students.  (Don't  worry — they'll 
know  you're  a  parent.)  For 
example,  we  found  collegians 
at  Carnegie  Mellon  University 
candid  about  how  black  stu- 
dents often  must  supplement 
then1  social  life  with  visits  to 
nearby  University  of  Pitts- 
burgh, which  enrolls  far  more 
blacks.  And  wandering  into 
the  men's  room  at  a  Pennsyl- 
vania State  University  resi- 
dence hall,  I  noticed  a  condom 
dispenser — something  lacking 
at  the  dorm  parents  had 
toured  earlier  that  day. 

If  possible,  have  your  stu- 
dent stay  overnight  in  a  dorm. 
Many  private  schools  (and 
some  public  ones  like  the  Uni- 
versity of  Virginia)  have  for- 
mal guest  programs  for  se- 
niors who  reserve  space 
several  weeks  in  advance. 
Erin  stayed  at  Carnegie  Mel- 
lon, Wash  U.,  and  Rice,  and 
picked  up  valuable  intelligence 
on  the  "feel"  of  each  campus. 
"People  left  their  doors  open 
in  the  dorms  at  Wash  U.,  and 
people  would  just  walk  in  and 
start  conversations,"  she  re- 
calls. "At  Rice  they  talked  a 
lot  about  studying." 

Compare  your  impressions 
with  your  child's — you  may  be 
surprised  how  they  differ. 
Erin  raved  about  Delaware, 
which  left  me  cold.  I  was  im- 
pressed by  the  business  pro- 
gram at  Ivy  League  Penn; 
Erin  dismissed  its  urban  cam- 
pus as  "way  too  busy."  Such 
differences  help  me  under- 
stand the  kind  of  place  where 
she'll  be  most  comfortable  for 
the  next  four  years.  Now,  if  I 
could  just  figure  out  how  to 
pay  for  it.  Jim  Ellis 
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ow  well  your  company  performs  in  the  future 
epend  on  how  well  you  incorporate  communications 
ogy  into  corporate  strategies. 

•in  Business  Week  and  the  pioneers  of  the  intranetworked 
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PRODUCTION  INDICATORS 


ange  from  last  week:  0.0% 
ange  from  last  year:  6.9% 


PRODUCTION  INDEX 

■Oct.  19=132.6 
1992=100 


:t.  Feb.  June  Oct. 

95  1996  1996  1996 

index  is  a  4-week  moving  average 

iduction  index  was  unchanged  for  the  week  ended  Oct.  19.  Before 
lion  of  the  four-week  moving  average,  the  index  increased  modestly  to 
from  132.8  for  the  week  of  Oct.  12.  For  the  latest  week,  gains  in  the 
lly  adjusted  production  of  trucks,  electric  power,  lumber,  and  autos 
steep  decline  in  steel  output  as  well  as  lower  coal  production, 
ding  index  will  be  unavailable  for  an  indefinite  period  of  time, 
index  copyright  1996  by  The  McGraw-Hill  Companies 


ING  INDICATORS 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

PRICES  (10/25)  S&P  500 

700.92 

710.82 

20.4 

RATE  BOND  YIELD,  Aaa  (10/25) 

7.58% 

7.59% 

4.4 

rRIAL  MATERIALS  PRICES  (10/25) 

106.4 

106.9 

-4.0 

:SS  FAILURES  (10/18) 

NA 

NA 

NA 

STATE  LOANS  (10/16)  billions 

NA 

NA 

NA 

SUPPLY,  M2  (10/14)  billions 

$3,769.2  $3,768.5 

3.7 

.  CLAIMS,  UNEMPLOYMENT  10/19) 

thous.  320 

342r 

-12.1 

;:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
reet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept 


EST  RATES. 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

IL  FUNDS  (10/29) 

5.22% 

5.19% 

5.76% 

RCIAL  PAPER  (10/30)  3-month 

5.41 

5.42 

5.79 

ICATES  OF  DEPOSIT  UO/30)  3  month 

5.38 

5.41 

5.77 

MORTGAGE  (10/25)  30-year 

8.09 

8.09 

7.70 

TABLE  MORTGAGE  (10/25)  one-year 

5  88 

5.88 

5.76 

(10/29) 

8.25 

8.25 

8.75 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (10/26)  thous.  of  net  tons 

LATEST 
WEEK 

1,939 

WEEK 
AGO 

1,892# 

YEARLY 
%  CHG 

1.4 

AUTOS  (10/26)  units 

109,961 

125,792r# 

-16.2 

TRUCKS  (10/26)  units 

113,647 

123,751r# 

-2.0 

ELECTRIC  POWER  ( 10/26)  millions  of  kilowatt-hrs.  58,587 

58,896# 

2.7 

CRUDE-OIL  REFINING  (10/26)  thous.  of  bbl./day  14,279 

14,141# 

A  2 

COAL  (10/19)  thous.  of  net  tons 

21,207# 

21,675 

0.9 

LUMBER  (10/19)  millions  of  ft. 

497. 6# 

470.1 

6.5 

RAIL  FREIGHT  (10/19)  billions  of  ton-miles 

26. 9# 

26.6 

2.3 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
Institute,  American  Petroleum  Institute.  Energy  Dept 
American  Railroads 

Automotive  Reports,  Edison  Electric 
,  WWPAl.   SFPA2,  Association  of 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

GOLD  (10/30)  $/troy  oz. 

379.700 

383.500 

-0.7 

STEEL  SCRAP  <  10/29)  #1  heavy,  $/ton 

126.50 

126  50 

-8.7 

COPPER  (10/25)  e/ib. 

101.1 

95.5 

-23.1 

ALUMINUM  (10/25)  <z/ib. 

65.5 

64.0 

-14.9 

COTTON  (10/26)  strict  low  middling  1-1/16  in., 

(Z/lb.  70.51 

71.53 

-15.1 

OIL  (10/29)  $/bbl. 

24.22 

25.80 

37.1 

CRB  FOODSTUFFS  INDEX  (10/29)  1967=100 

243.11 

245.35 

-0.7 

CRB  RAW  INDUSTRIALS  INDEX  ao/29)  1967=100  328.28 

330.55 

-1.7 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX,  Commodity  Research  Bureau 

market,  Metal. 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  ( 10/30) 

LATEST 
WEEK 

113.89 

WEEK  YEAR 
AGO  AGO 

112.70  103.96 

GERMAN  MARK  (10/30) 

1.51 

1.52 

1.43 

BRITISH  POUND  (10/30) 

1.63 

1.60 

1.58 

FRENCH  FRANC  uo/30) 

5.10 

5.14 

4.92 

ITALIAN  LIRA  uo/30) 

1513.8 

1524.9  1598.5 

CANADIAN  DOLLAR  (10/30) 

1.34 

1.34 

1.35 

MEXICAN  PESO 

7.995 

7  840 

7  300 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


ta  m  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense 
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E  WEEK  AHEAD 


SUCTION  SPENDING 


Nov.  4,  10  a.m.EST>  Spending  on 
projects  probably  increased  by 
September,  projects  the  median 
of  economists  surveyed  by  mms 
lonal,  one  of  The  McGraw-Hill  Com- 
The  expected  small  rise  follows  a 
iin  in  August,  but  a  1.1%  drop  in 
>%  decline  in  housing  starts,  how- 
Igests  residential  construction 
is  very  weak  in  August. 

E  SALES 

,  Nov.  5>  Sales  of  domestically 
rs  and  trucks  probably  stood  at  an 
ate  of  13.3  million  in  October,  says 
report.  Vehicle  sales  slipped  5.7%, 


to  a  13.2  million  pace,  in  September,  the 
first  month  of  the  model  year.  But  rebates 
probably  helped  to  lift  demand  last  month. 

PRODUCTIVITY  AND  COSTS 

Thursday,  Nov.  7,  10  a.m. est  >  Output  per 
hour  worked  in  the  nonfarm  sector  probably 
fell  at  about  a  1%  annual  rate  in  the  third 
quarter.  Output,  as  measured  by  real  gross 
domestic  product,  grew  at  a  2.2%  pace, 
while  total  hours  worked  rose  3%.  Produc- 
tivity increased  only  0.4%  in  the  second 
quarter.  Unit  labor  costs  for  nonfarm  indus- 
tries likely  grew  at  a  3%  annual  rate  last 
quarter,  the  same  gain  as  in  the  second. 
Manufacturing  productivity  did  much  bet- 
ter, probably  growing  at  a  5.5%  annual  rate 


in  the  summer  quarter  on  top  of  a  2.1% 
advance  in  the  second.  So  factory  unit 
labor  costs  likely  fell  by  about  2.5%,  after 
rising  3.3%  in  the  second  quarter. 

INSTALLMENT  CREDIT 

Thursday,  Nov.  7,  3  p.m. est  ►  Consumers 
probably  took  on  $5.5  billion  more  in  new 
debt  than  they  paid  off  in  September,  says 
the  mms  survey.  Although  that  gain  would 
be  higher  than  the  $3.3  billion  borrowed  in 
August,  installment  credit  is  slowing.  If  the 
September  number  comes  in  as  expected, 
the  monthly  average  of  the  third  quarter 
will  be  $5.4  billion,  down  from  the  $6.7 
billion  pace  of  the  second  quarter  and  a 
hefty  $10.8  billion  average  in  the  first. 


_ 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 

Sunday  <-- 

New  worries  about  online 
privacy:  Talk  with  BW's 
Technology  &  You  columnist 
Steve  Wildstrom.  Nov.  3 
9  p.m.  est  in  the  Globe 

Monday 

Marvin  Richardson,  chief 
technology  officer  of  MCI 
Systemhouse,  on  setting  up  a 
computer  system  for  small  biz. 
Nov.  4 

8  p.m.  est  in  the 
BW  Enterprise  Chat  Room 

Wednesday 

Another  in  the  weekly  series  of 
B-school  chats  tailored  for 
MBA  applicants  and  students. 
Nov.  6 

9  p.m.  est  in  the 
AOL  Live  Chat  Cafe 

Thursday 

Beth  Kobliner.  author  of  Get  a 
Financial  Life,  specializes  in 
helping  Generation  X  with 
personal  finance.  Nov.  7 

10  p.m.  est  in  the  Coliseum 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 

A 

including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 
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Norwest  (NOB)  122 
Novell  (NOVL)  88 


Jacobs  &  Associates  54 
Janssen  Pharmaceuticals  63 
Janus  Capital  63, 128 
Jayhawk  Acceptance  (JACO  8 
Johnson  &  Johnson  (JNJ)  46, 
63 

Jupiter  Communications  44 
K 


Kamaz  58 

Kansas  City  Southern 

Industries  (KSU)  128 
Kaplan  Educational 

Centers  132 


Xerox  (XRX)  88 
Y 


Dataquest  104 
Dell  Computer  (DELL)  42 
Dell  'Oro  Group  42 
Deloitte  &  Touche  31,54 
Delta  Airlines  (DAL)  48 
Deutsche  Bank  57 

Business  Week  (ISSN  0007-7135)  published  weekly,  except  for  one  issue  in  January,  by  The  McGraw-Hill  Companies >,  Inc 
C   u,"on.  and  Advertising  Off.ces  122!  Avenue  of  the  Americas.  New  York.  N  Y  10020.  U.S.  subscnben -ate  ^ 
$69*ear.  Periodicals  postage  pa,d  at  New  Yo*.  N.Y.,  and  at  additional  mailing  off  ices  * ^'j™^* 

Publications  Mail  Product  Sales  Agreement  No.  246484  Rostrate  Send  address  changes  to  BUSINESS  WEEK.  P.O.  Box  430,  HG 


Occidental  Petroleum 
(OXY)  124 

Oki  Semiconductor  104 
Oneximbank  58 
OpenSpace  40 
Oracle  (ORCL)  88 


Peterson's  132 
Pfizer  (PFE)  63 
Philip  Moms  (MO)  99 
Piper  Jaffray  Institutional 

Government  Income 

Fund  126 

Princeton  Review  132 


Rembrandt  Group  99 
Renaissance  Capital  5f 
FDR  Nabisco  (RN)  99,1 
Robertson  Stephens  11 
Rothmans  UK  Holdings 


Safeway  (SWY)  48 
Salomon  Brothers  (SB) 
Schwab  (Charles)  (SCH! 
Seagram  (VO)  48 
Sega  Gameworks  44 
Silicon  Graphics  (SGI) 
Six  Flags  Theme  Parks 

(TWX)  44 
Smaby  Group  73 
Smith  Barney  99 
SmithKline  Beecham 

(BECHY)  63 
Snap  Technologies  13; 
Sony(SNE)  16,102 
Sphinx  Pharmaceutical 
Standard  &  Poor^s  (MHI 

126 

Standard  Data  88 
StorMedia  (STMD)  12f 
Summit  Bancorp  (SUB 
Sun  Microsystems  (SUI 

T 


■ 

m 

id 

FTOC 


... 


Tandem  Computers  01  " 
Targeted  Genetics  (TGtr 
Teather  &  Greenwood 
Tele-Communications 

(TCOM)  48 
Tera  Computer  (TERAC 
Texas  Guaranteed  Stui 

Loan  132 

Thinking  Machines  7 
Thomas-Conrad  42 
Toyota  (TOYOY)  52,5 
Tnlon  Dominion  Partm 
TWA  (TWA)  48 

U 


UBS  Securities  6,12 
UCCEL  88 
Unisys  (UIS)  42 
USA  Group  134 
U.S.  Bancorp  (USBC) 
U.S.  Robotics  (USRX) 


Pacific  Data  Images  40 
PaineWebber  (PWJ)  128 
Palm  Computing  104 
pcOrder.com  42 
PCS  Health  Systems  63 

Penney  (JO)  (JCP)  108 


Viacom  (VIA)  48 
VonsfVON)  48 

W 


i> 


Walt  Disney  (DIS)  If 
Westinghouse  (WX) 
WinWhatWhere  19 


Yahoo!  (YHOO)  132, 
Yankee  Group  88 


Eiecuti 


vestment  Figures  of  the  Week 


NTARY 

h  a  big  rally  in  the  bond 
stocks  lost  some  ground 
last  week.  Hardest  hit 
r-the-counter  issues,  espe- 
!  technology  stocks.  One 
ion  tor  the  decline  was 
y  mutual  funds,  many  of 
ise  their  books  on  Oct.  31. 
the  downtrend  were  finan- 
<s,  which  got  a  lift  from 
le  sellers  were  busy  out- 
J.  S.  as  well.  The  week's 
asualty  was  the  Mexican 
rket — down  5.1%  for  dol- 
l  investors. 


STOCKS 

Oct.       Apr.       Oct.    Oct.  24-30 


BONDS 

Oct.       Apr.       Oct.    Oct.  24-30 


THE  DOLLAR 

Oct.       Apr.       Oct.    Oct.  24-30 


700.90 


1505.43 
1495 


1470 


52-week  change 


1-week  change 


52-week  change 


1-week  change 


52-week  change 


1-week  change 


+20.0% 

-0.9 

-4.3%  +1.4% 

+3.8% 

-0.2% 

|(ET  ANALYSIS 

ICKS 

Latest 

%  change 
Week  52-week 

FUNDAMENTALS 

Latest 

Week  ago 

Year  ago 

!S  INDUSTRIALS 

5993.2 

-0.7 

25.7 

90-DAY  TREASURY  BILL  YIELD 

5.13% 

5.11% 

5.46% 

COMPANIES  (S&P  MidCap  Index) 

241.5 

-0.8 

14.2 

In-YFAR  TRFAMIRY  RflND  VIFI  n 

6.70% 

6.82% 

6.29% 

MPANIES  (Russell  2000) 

338.2 

-1.4 

13.6 

S&P  500  DIVIDEND  YIELD 

2.06% 

2.04% 

2.33% 

ANIES  (Russell  3000) 

395.7 

-1.0 

18.3 

S&P  500  PRICE/EARNINGS  RATIO 

19.6 

19.9 

16.3 

1  STOCKS 

Latest 

%  change  (local  currency) 

TECHNICAL  INDICATORS 

Latest 

Week  ago 

Reading 

new 

S&P  500  200-day  moving  average 
Stocks  above  200-day  moving  average 
Speculative  sentiment:  Put/call  ratio 
Insider  sentiment:  Vickers  sell/buy  ratio 

659.8 
58.0% 
0.62 
1.87 

657.4 
59.0% 
0.60  r 
1.69 

Positive 
Neutral 
Neutral 
Postive 

Financial  Times  100) 
kkei  Index) 
(TSE  Composite) 

3963.9 
20,681.7 
5590.8 

-1.6 
-1.9 
0.3 

12.7 
18.4 
25.6 

t 

■ 

>TRY  GROUPS 

BLOOMBERG  FINANCIAL  MARKETS 

ifTH  LEADERS 

% 

1-month 

change 
12-month 

Strongest  stock  in  group 

%  change 
1-month  12-month 

Price 

D  GAS  DRILLING 

18.9 

174.0 

HELMERICH  &  PAYNE 

23.2 

114.3 

52M? 

LL  EQUIPMENT  AND  SERVICES 

13.5 

61.1 

SCHLUMBERGER 

17.4 

65.5 

98'/2 

HCTURED  HOUSING 

13.1 

67.3 

FLEETWOOD  ENTERPRISES 

13.1 

67.3 

34^2 

9BILES 

10.8 

16.6 

CHRYSLER 

19.6 

26.6 

33% 

• 

1  MANUFACTURING 

7.6 

46.3 

LIZ  CLAIBORNE 

13.6 

54.5 

4274 

J 

TH  LAGGARDS 

%  change 
1-month  12-month 

Weakest  stock  in  group 

%  change 
1-month  12-month 

Price 

\ 

CASTING 

-11.6 

-25.2 

TELE-COMMUNICATIONS 

-18.7 

-28.1 

12% 

t 

-9.3 

-5.6 

HUMANA 

-10.5 

-15.7 

18V8 

»l 

LTY  PRINTING 

-8.9 

-3.4 

DELUXE 

-14.0 

16.7 

3234 

1 

AL  MANAGEMENT 

-8.2 

8.5 

COLUMBIA/HCA  HEALTHCARE 

-8.4 

7.3 

35;4 

F 

EQUIPMENT  AND  SUPPLIES 

-7.9 

8.1 

XEROX 

-14.5 

1.8 

457/s 

Funds 


total  return 

% 

LAGGARDS 
Four-week  total  return 

% 

Y  SELECT  ENERGY  SERVICE 

10.9 

DREYFUS  AGGRESSIVE  GROWTH 

-9.2 

TREET  RESEARCH  GLOBAL  RES.  C 

10.4 

BHIRUD  MID  CAP  GROWTH 

-9.1 

I0R  L-T  SUPPLY  OF  ENERGY 

8.7 

BULL  &  BEAR  SPECIAL  EQUITIES 

-8.0 

otal  return 

% 

52-week  total  return 

% 

TREET  RESEARCH  GLOBAL  RES.  C 
IRK  SMALL  CAP  EQUITY  A 
Y  SELECT  ENERGY  SERVICE 

84.3 
71.4 
70.1 

STEADMAN  TECHNOLOGY  GROWTH 

MATTHEWS  KOREA 

STEADMAN  AMERICAN  INDUSTRY 

-37.0 
-24.7 
-18.0 

■■1  S&P  500  Average  fund 

4-week  total  return  52-week  total  return 


IVE  PORTFOLIOS 


ft  tunts  represent  the 

•f  lue  of  $10,000 

w  ne  year  ago 

c  rtfolio 

Hj  ;es  indicate 
B')tal  returns 


U.S.  stocks 

$12,274 

-0.72% 


Foreign  stocks 

$11,587 

-1.37% 


llll 


Money  market  fund 
$10,516 

+0.11% 


L4J 


Treasury  bonds 
$10,235 

+  1.97% 


DRI/McGRAW-HILL 


Gold 
$9,935 

+0.45% 


is  page  are  as  of  market  close  Wednesday,  Oct.  30.  1996.  unless  otherwise  indi- 
ry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as 


of  market  close  Oct.  29.  Mutual  fund  returns  are  as  of  Oct.  25.  Relative  portfolios  are  valued 
as  of  Oct.  29.  A  more  detailed  explanation  of  this  page  is  available  on  request.  r=revised 
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THE  AWFIL  PRICE 
OF  POLITICAL  APATHY 

Voter  apathy  is  the  enemy  of  representative  democracy.  It 
exaggerates  the  importance  of  the  extremist  fringe  and 
bolsters  the  influence  of  narrow  interest  groups.  Public  poli- 
cy is  skewed  to  reward  the  organized  and  well-heeled,  not 
necessarily  the  deserving.  So  Social  Security  and  Medicare  re- 
form is  delayed  because  two-thirds  of  senior  citizens  vote, 
while  only  a  quarter  of  Generation  Xers  (whose  taxes  support 
these  entitlements)  bother  to  show  up  at  the  polls.  Book-ban- 
ners take  over  local  school  boards  when  moderate  parents 
stay  home.  Zealots  pass  antibusiness  ballot  initiatives  when 
those  who  are  pro-growth  don't  vote.  That's  why  we're  wor- 
ried about  the  Nov.  5  election.  Surveys  indicate  that  turnout 
could  drop  below  50%  for  the  first  time  since  1948,  when  De- 
mocrat Harry  S  Truman  edged  out  Thomas  E.  Dewey. 

This  wasn't  supposed  to  be.  The  1995  "motor  voter"  law 
registered  up  to  15  million  new  voters.  A  million  immigrants 
became  naturalized  citizens  over  the  past  12  months.  What's 
happening?  Conventional  wisdom  holds  that,  in  1996,  people 
are  fat  and  happy  and  therefore  don't  care  which  politician  or 
party  takes  power  in  Washington.  The  economy  is  good,  un- 
employment is  low,  the  country  is  not  threatened,  so  what's  to 
worry?  A  second  explanation  says  that  people  are  alienated 
and  feel  that  their  personal  lives  are  not  affected  by  what  oc- 
curs inside  the  Beltway.  Democrats?  Republicans?  Whatever. 

We  blame  negative  campaigning  for  declining  voter  turnout. 
The  barrage  of  negative  advertising  on  TV  is  designed  to  do 
one  thing — raise  the  "negatives"  of  political  opponents.  The 
result  is  a  1996  Presidential  race  where  the  three  candi- 
dates have  the  highest  negative  voter  ratings  in  history.  Ac- 
cording to  the  latest  Harris  polls,  Bill  Clinton  has  a  45% 
negative  rating,  Bob  Dole  has  55%,  and  Ross  Perot  has  70%. 

Targeting  an  opponent's  negatives  is  supposed  to  turn 
voters  away  from  that  candidate.  But  when  all  the  candidates 
are  running  such  campaigns,  the  net  result  on  the  margin  is 
to  turn  voters  away  from  the  process.  Why  vote  when  they're 
all  so  nasty?  This  is  more  than  alienation.  This  is  anger  at  the 
entire  polity — dangerous  stuff  for  a  democracy 

We're  hoping  that  people  overcome  their  self-satisfaction, 
alienation,  and  anger  on  Nov.  5.  The  very  success  of  narrow 
interest  groups  in  politics  is  proof  that  the  system  remains 
open  and  attentive  to  those  who  show  up  and  shake  the 
cage.  Being  there  is  half  the  game.  Get  out  and  vote. 

HOW  MARRIOTT 
BUILDS  A  WORKFORCE 

What  do  you  call  a  company  that  is  antiunion,  pays  low 
wages,  and  treats  its  employees  paternalistically?  Pro- 
gressive? Well . . .  Yes.  Marriott  International  Inc.,  the  huge  I 


hotel  chain,  has  struck  a  bargain  with  its  low-skilled,  lowft 
workers  that  trades  day  care,  English  classes,  and  othM 
cial  services  for  loyalty,  enthusiasm,  and  a  low  turnovei 
Employee  stock  options  are  also  part  of  the  package 
108). 

This  is  not  a  bad  deal  for  a  group  of  mostly  young, 
ly  educated  workers  that  includes  welfare  mothers  a: 
cent  immigrants  with  one  goal — gaining  a  toehold  on  tl 
der  to  upward  mobility  and  providing  a  better  life  foi 
children. 

It's  not  a  bad  deal  for  Marriott  either.  At  $7.40  an 
wages  remain  strongly  competitive.  And  with  the  unei 
ment  rate  down  sharply,  the  company's  welfare-to-work 
ing  program  is  tapping  a  new  labor  pool.  Critics  say  tha 
riott  is  simply  exploiting  its  workers.  We  think  this 
instance  where  the  self-interest  of  low-skilled,  low-waj 
ployees  coincides  with  the  self-interest  of  their  emplo; 

KEEP  THE  YANKEES 
IN  THE  BRONX   J 

The  straight-out-of-Hollywood  journey  of  the  YanlH 
more  than  just  the  triumph  of  a  baseball  club  withB 
heart — it  is  a  metaphor  for  New  York.  The  YankeesH 
team  of  characters  off  a  subway  car.  There  are  the  sow 
who  find  redemption  in  the  Bronx  (Darryl  StrawbenH 
Gooden),  the  driven  yuppie  (Paul  O'Neill),  the  quiet  wftj 
heroes  (Derek  Jeter,  Bernie  Williams),  the  lovable  kid  I 
Pettitte),  and  the  hard-nosed  manager  with  a  side  as  I 
a  hot-dog  roll  (Joe  Torre). 

New  York  City,  like  the  ball  team  that  carries  its* 
has  made  a  series  of  stunning  comebacks.  Nothing^ 
vividly  describes  the  turnaround  of  the  city  than  them 
of  well-behaved  New  Yorkers  giddy  with  victory  aftH 
sixth  and  deciding  game  of  the  World  Series.  No  drunH 
ots.  No  vandalism.  No  crime.  (European  soccer  shoulcR 
lucky.)  The  mercurial  leaders  of  both  the  Yankees  antt; 
York — principal  owner  George  Steinbrenner  and 
Rudy  Giuliani — can  take  a  bow,  respectively,  for  the  J  I 
of  the  team  and  the  revival  of  the  city.  The  Yankees  m 
city  are  winners  again  because  of  what  Steinbrennef 
their  "mental  toughness."  Mental  toughness  makes  yol 
plugging  when  the  Series  is  2-0,  and  you're  the  0.  Itl 
you  battling  against  all  odds  to  turn  the  nation's  rc 
streets  into  some  of  its  safest. 

Trouble  is,  Steinbrenner  has  been  negotiating  w 
city  over  moving  one  of  the  most  profitable  franc 
baseball  out  of  the  Bronx  to  a  site  in  Manhattan  or  acr 
Hudson  River  to  New  Jersey.  Yet  if  the  Yankees  emb< 
spirit  of  the  city,  then  they  belong  in  New  York.  And 
belong  in  New  York,  they  probably  belong  in  Yankee! 
um — not  in  some  domed  edifice  with  artificial  turf, 
fraction  of  the  taxpayer  money  needed  to  build  a  nei 
park,  Yankee  Stadium  and  its  neighborhood  could  be  si 
up  to  be  a  fitting  home  for  a  legendary  franchise. 


a  rugged  mountain  vista  to  deep  in  the  plush  forest,  nature  calls  out  for  us.  And  the  1997  Toyota 
\er,  available  in  either  2-wheel  or  4-wheel  drive,  is  one  of  the  only  machines  capable  of  answering  that 
nge.  With  a  powerful  183-hp  V6  engine*  and  the  highest  ground  clearance  in  its  class,  you'll  be  able  to 
e  almost  anything  nature  may  throw  at  you.  And  with  4Runner's  roomy  interior  and  available  leather- 
ed seats,  civilization's  never  really  that  far  away.  The  1997  Toyota  4Runner.  Your  answer  for  the  call  of  the  wild. 


-GO-TOYOTA  or  visit  our  website  at:  http://www.toyota.com  for  a  brochure  or  full-line  CD-ROM  plus  the  location 
'arest  dealer.  ©1996  Toyota  Mold  Sales  USA  .  Inc  Buckle  Up1  Do  il  loi  those  who  love  you  Toyota  reminds  you  to  Tread  Lightly1'  on 
rivate  land  *183-horsepower  V6  engine  standard  on  4Runner  Limited  and  4Runner  SR5  models  Vehicle  shown  with  optional  equipment 
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Also  known  as: 

THE  BIG  DECISION  MAKES 

Often  forced  to  make  decision  ] 
about  stuff  it  doesn't  understand! 
(like  technology),  the  gut  is  mucli 
more  effective  when  it  has  some* 
thing  solid  to  go  on. 
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MORE  POWER 


MORE  LUXURY, 


MORE  EVERYTHING 


The  1997  Lexus  ES  300: 


200- horsepower,  four-cam, 


24-valve  V6  engine. 


Engine-revolution-sensing, 


power-assisted,  rack-and 


pinion  steering. 


Mailable  Adaptive  Variable 


Suspension  (AVS).  And  a 


four-wheel,  four- 


sensor  anti-lock  braking 


system  -  as  if  you'd 


ever  want  to  stop. 


PRICED    FROM  ^.QOO. 


Destination  charge  M95. 


Total  MSRP  *30.395. 


The  voters  didn't 
trust  either  party 
enough  to  give  it 
control,  preferring 
the  risk  of  partisan 
squabbling 
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Up  Front 


EDITED  BY  LARRY  LIGHT 
THE  DEAL  MILL 

A  TEACHER 
FOR  THE  APPLE? 

APPLE,  WEIGHED  DOWN  BY  A 

misbegotten  software  strate- 
gy, is  in  merger  negotiations 
with  an  outside  hi-tech  shop, 
say  figures  close  to  the  talks. 
The  long-rumored  union  with 
Be  Inc.  is  aimed  at  bailing 
Apple  out  of  its  Copland 
project,  the  Macintosh 
operating  system's 
next  version.  In 
July,  Ellen  Han- 
cock, the  new  | 
chief  technology 
officer,    all  but 
froze  ('upland, 
which  is  years  late.  ^ 
Apple  is  under  pres- 
sure to  have  a  new  software 
plan  ready  for  the  MacWorld 
trade  show  in  January. 

Be  could  be  a  big  help  for 
long-troubled  Apple.  Founded 


by  former  Apple  tech  czar 
Jean-Louis  Gassee  in  1990,  it 
employs  some  of  Apple's  most 
respected  former  engineers 
and  is  adapting  its  Copland- 
like OS  to  run  on  the  Mac, 
even  if  a  merger  fails. 

Apple  has  yet  to  put  a  dol- 
lar figure  on  the  table,  but 
Gassee  met  with  Apple  ceo 
Gil  Amelio  in  Hawaii  in  late 
October.  Execs  and  advis- 
ers are  working  on  the  de- 
tails. Closing  the  merger 
may  not  be  all  that 
easy,  however:  The 
silver-tongued  Gassee 
wants   a   stock  deal 
worth  hundreds  of 
millions,  say  insiders. 
1  Pushed  out  once  as  a 
f  result  of  Apple  infight- 
ing,  he  wants  broad  con- 
trol over  os  development,  al- 
though he  has  agreed  to  work 
for  Hancock.  Apple  and  Be 
declined   comment   on  the 
negotiations.    Peter  Burrows 


FAT  WALLETS 

THIS  PAY  WINDFALL 
IS  NO  BREEZE 

AT  CITICORP,  A  SUSPENSEFUL 
countdown  begins  for  a  big 
payday.  Several  hundred  ex- 
ecutives at  the  banking  com- 
pany stand  to  make  a  bundle 
on  some  stock  options.  But 
the  reward  hinges 
on  whether  Citi's 
share  price  stays 
at  or  above  $100 
for  more  than 
a  month.  That's  an 
unusually  high 
hurdle  for  vesting 
options. 

The  clock  for 
half  their  options 
on  the  novel  plan's 
"  4.9  million  shares 
began  on  Nov.  5,  when  the 
price  topped  100.  For  the  ex- 
ecs to  be  in  the  money — at 
least  $73  million  in  toto — the 
stock  must  stay  in  triple  dig- 
its for  20  of  the  30  following 
trading  days.  The  managers 


riCORP: 

wel  plan 


got  their  options  at  exercise 
prices  of  $64.87  to  $70.12— 
the  stock's  range  between 
August,  1995,  and  January, 
1996,  when  the  options  were 
granted.  Per  share  profit:  a 
minimum  of  $29.88  to  $35.13. 

That's  not  all.  If  the  price 
hits  $115  and  holds  there  for 
another  20  days,  top  dogs  will 
get  the  rest  of  the  options, 
worth  at  least  $110  million. 
At  $115,  Chairman  John  Reed 
(1995  pay:  $4.3  million)  would 
reap  $4.49  million  in  all. 

Citi  says  Reed  made  a 
tough  plan  to  show  his  confi- 
dence in  the  bank's  ability  to 
perform  well.  Normally,  op- 
tions are  lavished  on  execu- 
tives with  no  Citi-like  price 
hurdles.  Also,  these  options 
expire  more  quickly — 5  years 
vs.  the  customary  10.  Fifteen 
months  ago,  few  analysts 
dreamed  that  Citicorp  would 
hit  100.  A  solid  outlook  for 
revenue  growth  helped  prove 
them  wrong.  Says  compensa- 
tion e.\])ert  Graef  Crystal:  "It's 
a  gutsy  plan."      Alison  Rea 


TALK  SHOW  ((Tomorrow  will  be  the  first  time  in  my  life  I 
don't  have  anything  to  do." 

— Bob  Dole,  conceding  defeat. 


SILICON  SAGAS 

DEC  PUTS  ITS  CHIPS 
ON  AN  UNKNOWN 

here's  another  sign  of 
weakness  at  Digital  Equip- 
ment. It's  about  to  announce 
that  its  high-performance  Al- 
pha chip  has  been  tapped  for 
a  new  PC  line.  From  Gate- 
way 2000?  Compaq?  Nope. 
Tiny  Enorex  Microsystems, 
an  Edison  (N.J.)  startup. 

Analysts  call  this  a  come- 
down, one  that  underscores 
the  challenge  CEO  Robert 
Palmer  has  of  fixing  money- 
losing  Digital.  The  company, 
says  Kevin  Hause  of  Interna- 
tional Data  Corp.,  "would  have 
loved  to  announce  something 
with  a  name  PC  maker.  But 
they  couldn't  find  one."  All  the 
major  PC  players  are  commit- 
ted already  to  Intel's  chips. 

A  Digital  exec  plays  down 
the  Enorex  deal's  impor- 
tance: "We  don't  look  for  it 
to  be  a  barn-burner."  The 
company  won't  comment  on 
its  well-known  wooing  of  big- 


time  PC  makers  to  adopt 
Alpha  chip.  Enorex  i 
priced  at  $2,999  to  $5,4 
will  bypass  traditional  c<j 
puter  resellers  and  seek 
its  customers  with  mailii 
and  phone  calls.  Digital  i 
the  new  Alpha  computj 
are  aimed  at  the  low  enq 
the  $3.2  billion  workstat 
market,  which  idc  projfl 
will  quadruple  by  2000.  (| 
problem:  Enorex  has  an 
hill  battle  selling  powe 
workstations  to  engineers 
a  catalog.      Paul  C.  Ju 


l-WAY  PATROL 


SPRINT  S  NEW  CYBERSPACE  SHOT 


SPRINT  IS  ABOUT 

to  launch  a  pro- 
motion aimed 
at  vaulting  its 
fledgling  Inter- 
net service  into 
the  big  leagues. 
Its  secret  weap- 
on: a  video 
chain.  The  long- 
distance phone 
company  is 
teaming  up  with 
Viacom's  Block- 


preview 
clips,  listen 
the  latest  i 
sic,  and  per 
movie 
record  revi€ 
From  th« 
for  $19.95 
month,  t] 
can  cruise 
Net.  Spri 
multimillion- 
SPRINT:  The  home  page      lar  promol 

■       at  Bliickbll: 


buster  unit  to  offer  a  new  In- 
ternet service  aimed  at  the 
movie-renting  public.  Sprint 
will  distribute  1.5  million  Net- 
linking  disks  for  the  service 
through  Blockbuster's  3,200 
outlets  to  video  and  music 
customers. 

The  Sprint-Blockbuster 
software  will  deposit  people 
at  a  Web  site  where  they  can 


will  run  just  two  months 
though  it  may  be  extend* 
Certainly  Sprint  has  a 
way  to  go  with  its  Intel 
service,  which  began  in 
gust  and  has  fewer  t 
50,000  subscribers  so  far. 
dustry  leader  aol  bo; 
more  than  6  million,  and  t 
com  rival  at&t's  Net  ou 
200,000.  Peter  Elst, 
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1 


She  can't  tell  her 
doctor  what's  wrong. 


\ 


2 


We  Can.  3M  Red  Dotr"  monitoring  electrodes  help  give  doctors 


and  nurses  the  information  they  need  to  watch  a  newborn's  cardiac  signs.  The 
innovation:  a  signal  so  clear  and  reliable,  it  keeps  working  even  when  she  fusses, 
yet  with  an  adhesive  so  gentle  it  won't  irritate  her  skin.  From  advanced  wound 
dressings  to  heart-lung  machines  and  clinical  information  systems  -  we've  built 
a  $2  billion  health  care  business  by  making  the  leap  frOVfl.  YlCCd  tO.. . 


Innovation 


M  I  996 


For  more  information 


^HELPS ,  or  Internet:  http :l I www.mmm.com 


The  other  is  information.  Because  no  plane  would 
ever  leave  the  hangar  without  it.  And  helping  clients  man- 
age information-not  just  process  it-is  what  Unisys  does 
best.  That's  why  Unisys  is  the  choice  of  the  world's  most 
intensive  users  of  information-including  16  of  the  top  25 


airlines.  Airlines  using  our  systems  ship  over  one-third  c 
the  world's  air  cargo.  And  our  consultants  help  people  wit 
everything  from  designing  customer  loyalty  programs  t 
integrating  global  databases.  It's  all  part  of  informatio 
management-our  way  of  helping  you  use  information  a 


\  asset  to  gain  competitive  advantage.  Call  for  details 
id  learn  what  clients  like  Delta  Air  Lines,  SAS  and 
athay  Pacific  Airlines  learned.  When  it  takes  information 
run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

tp://www.unisys.com  or  1-800-8  74-8647,  ext.  222 


UNISYS 


When  information  is  everything. 


Up  Front 


TRENDLETS 


THE  CONSENSUAL 
CORPORATION 


BOGART  AS  QUEEG:  Obsolete? 
THE  HEYDAY  OF  CORPORATE 

counterparts  to  Captain 
Queeg,  the  uss  Caine's  dom- 
ineering skipper,  may  be 
ending.  In  a  recent  survey, 
executives  predict  their 
companies  will  move  to  less 
autocratic  management 
within  10  years.  The  survey, 
by  executive  recruiter 
Korn/Ferry,  finds  61% 
believe  they  will  shift  to 
consensual  management. 


So  far,  this  approach  is 
used  in  only  a  few  large  cor- 
porations, such  as  Hewlett- 
Packard,  Xerox,  and  Motorola. 
Basically,  there's  less  hierar- 
chy, more  sharing  of  de- 
cision-making among 
managers,  and  more  re- 
sponsibility given  to 
workers.  The  chief  ex- 
ecutive's focus  is  solely 
on  the  big  decisions. 

Some  experts  are 
skeptical  that  this  man- 
agement style  will  be 
embraced  quickly.  War- 
ren Bennis,  a  business 
professor  at  the  Uni- 
~  versity  of  Southern  Cal- 
ifornia, expresses  surprise  at 
the  survey  results,  noting 
that  the  consensus  method  is 
"not  an  easy  thing  to  do." 

Devotees  of  consensual 
management,  however,  say 
the  increased  emphasis 
on  customer  service,  plus  to- 
day's far-flung  global  opera- 
tions, make  corporate  pow- 
er-sharing a  necessity.  The 
big  boss  can't  be  everywhere 
anvmore.         Lisa  Sanders 


RANK  &  FILE 


MAKING  THE  SWEATSHOPS  SWEAT 


THE  "SWEAT  GEAR  CATALOG 

stands  out  from  the  usual 
glossy  junk  stuffing  mailboxes. 
It  shows  "designer  attire  from 
old-fashioned  sweatshops  in 
El  Salvador"  worn 
by  smiling  models. 
The  colorful  mock 
brochure  is  the  lat- 
est salvo  in  an  anti- 
sweatshop  crusade 
aimed  at  organizing 
factory  workers  in 
El  Salvador. 

When  allegations 
hit  earlier  this  year 
that  some  of  TV 
celebrity  Kathie 
Lee  Gifford's  cloth- 
ing line  was  made 
in  sweatshops,  the 
issue  got  big  expo-  ~ 
sure.  The  left-wing  Commit- 
tee in  Solidarity  with  the 
People  of  El  Salvador  sent  out 
25,000  copies  of  the  satirical 


"SWEAT  GEAR":  Ey 

on  El  Salvador 


catalog  to  liberal  and  union- 
member  mailing  lists  in  the 
U.  S.,  asking  for  donations. 

Sweat  Gear  boasts  gar- 
ments that  are  "pre-sweated 
right  on  the  facto- 
ry floor,"  promising 
"maximum  sacrifice 
from  our  work- 
ers . . .  going  to  the 
bathroom  only 
twice  a  day,  contin- 
uing to  work  even 
when  fatally  ill." 

The  American 
Apparel  Manufac- 
turers Assn.  says 
that  El  Salvador, 
whose  apparel  ex- 
ports to  the  U.  S. 
are  growing  be- 
~  cause  of  preferen- 
tial tariffs,  has  tougher  labor 
laws  than  those  in  the  U.  S. 
and  proportionately  more 
inspectors.      Wendy  Zellner 
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STREET  NEWS 

BRACING  FOR 
AN  APOCALYPSE 

DOOMSDAY   IS  UPON   US.  SO 

says  market  prognosticator 
Robert  Prechter,  who  became 
a  Wall  Street  celebrity  by 
accurately  forecasting  the 
1982-87  bull  market.  In  his 
monthly  newsletter,  The 
Elliott  Wave  Theorist,  he  pre- 
dicts that  the  market  will 
plummet  more  than  50%  over 
the  next  two  years,  followed 
by  a  1930s-style  depression. 

Prechter's  star  has  dimmed 
somewhat  lately  because  he 
has  been  downbeat  during 
the  1990s  market  advance. 
But,  says  Jim  Schmidt,  editor 
of  Timer  Digest,  which  tracks 
financial  newsletters,  he's 
"still  well-respected  as  a  tech- 
nician and  a  professional." 
Prechter  gets  attention  in  in- 
vesting circles,  even  if  many 


on  Wall  Street  dismiss 
jeremiad  as  extreme. 

The  $233-per-year  Precl 
newsletter  is  based  on 
ideas  of  Ralph  Elliott  (la 
1948),  who  constructed 
elaborate  mathematical  m<j 
to   divine  the 
long-term  ebb 
and  flow  of  stock 
prices. 

Prechter's 
warning  goes  far 
beyond  the  minor 
postelection  gyra- 
tions some  mar- 
ket-watchers ex- 
pect. According 
to  his  calculations, 
investor  euphoria 
has  lifted  the 
market  to  unsustainably  j 
dy  heights — and  the  com 
crash  will  take  the  econd 
with  it.  His  recommendat 
"Invest  in  the  shortest-tfl 
interest-bearing  inst 
ments."  Toddi  Gun 


PRECH 

Go  slid 


\mmMV\\\ 

OUT,  PATIENTS! 

To  hold  down  costs  in  this 
era  of  managed  care,  insurers 
and  the  feds  have  been  pushing 
for  shortened  hospital  stays.  The 
outcry  over  abuses  was  behind 
the  law  Bill  Clinton  signed — 
and  talked  about 
incessantly 
on  the  stump — 
that  mandates 
48-hour  minimum 
maternity  stays. 


DATA:  CENTER  FORI' 
HEALTHCARE  INDUSTFj 
PERFORMANCE  STUDIfl 


FOOTNOTES  Percentage  of  boards  with  committees  to  review  corporate  governance  and  board  operations:  1996,  49%;  1995, 4j» 
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4)  Tell 


Now,  with  quality  Airfone" 
Service,  you  can  talk  as 
long  as  you  want  and  never 
pay  more  than  $15  per  call 
for  airtime.  And  for  shorter 
calls,  it's  just  $3.28  a  minute 
with  a  $2.99  connection  fee. 

So  go  ahead,  use  the 
phone.  You  must  have  a  few 
reasons  of  your  own. 


It's  Amazing  What 
We  Can  Do  Tog  ether 


United  Airlines  •  Shuttle  By  United  •  Delta  Air  Lines**  Delta  Shuttle 
TWA  •  US  Air**  •  Reno  Air  •  Midwest  Express  •  US  Air  Shuttle 


:able  taxes  are  additional  Prices  subiect  to  change  without  notice  -Domestic  fleet  only  "Installation  began  August  1996  GTE  Airfone  Incorporated  operates  under  a  license  issued  by  the  Federal  Communications 
ission  (FCC)  The  liability  ol  the  air  carrier  and  GTE  Airfone  Incorporated  tor  failure  ot  communications  is  limited  to  call  charges  only  Tariff  available  upon  request  Airfone  is  a  registered  service  mark  of  GTE  Airfone 
Incorporated  91996,  GTE  Airfone  Incorporated  All  rights  reserved.  Complaints  may  be  directed  to  Federal  Communications  Commission,  Enforcement  Division.  1919  M  St  NW  Washington  DC  20554 


The  other  is  information.  Because  no  bank 
moves  a  single  dime  without  it.  And  helping  clients 
manage  information— not  just  process  it— is  what 
Unisys  does  best.  That's  why  Unisys  is  the  choice  of  the 
world's  most  intensive  users  of  information— including 


41  of  the  top  50  banks.  Our  solutions  help  clients  wit! 
everything  from  stopping  check  forgeries  to  integratin\ 
global  networks.  And  our  consultants  help  businesse 
uncover  revenue  potential  hiding  in  customer  data.  It's  a 
part  of  information  management— our  way  of  helping  yo 


■e  information  as  an  asset  to  gain  competitive  advantage, 
ill  for  details  and  learn  what  clients  like  Union  Bank 
Switzerland  learned.  When  it  takes  information  to  run 
•ur  business,  it  takes  Unisys  to  help  you  run  it  better. 
tp://www.unisys.com  or  1-800-874-8647,  ext.  222 


UNiSYS 

When  information  is  everyth 


Taste  the  warmth 

of  fine  cognac 
blended  with  the 
smooth  pleasure  of 
a  legendary  liqueur. 
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Editor's  Memo 


TAKING  OUR  ACT  TO  THE  WEB 


I 


t  has  been  nearly  two  years  since 
business  week  staked  out  a  spot 
on  America  Online.  We've  learned 
a  lot  in  that  time,  most  particularly 
about  what  people  want  from  an 
online  service.  Besides  making 
available  the  full  magazine  and  an 
extensive  archive  of  our  stories,  we 
have  created  areas  of  special  inter- 
est. Our  sites  for  business  schools, 
computers,  small  business,  and  oth- 
er subjects  give  us  a  venue 
for  information  that  is  more 
detailed  or  more  personal- 
ized than  what  we  can  do  in 
the  magazine.  Most  recently, 
we  have  started  Daily  Brief- 
ing, a  look  at  what's  coming 
up  in  business  each  clay. 

Now,  we  are  taking  our 
act  to  the  World  Wide  Web. 
The  complete  contents  of 
the  magazine  are  going  up 
every  Thursday  night  on 
www.businessweek.com.  We 
will  soon  be  adding  archives 
going  back  to  1991.  And  you  will 
find  plenty  of  special-interest  areas 
on  our  new  Web  site.  One  of  them, 
the  interactive  computer-buying 
guide,  called  Maven,  went  live  in 
conjunction  with  the  business  week 
computer-buying  guide  two  weeks 
ago.  Besides  describing  the  comput- 
ers, notebooks,  modems,  and  print- 
ers we  looked  at,  we  show  how 
these  products  ranked  in  tests  car- 
ried out  by  nstl,  one  of  The  Mc- 
Graw-Hill Companies. 

The  Web  site  will  also  feature 
Daily  Briefing,  assembled  by  Thane 
Peterson,  an  editor  in  the  News: 
Analysis  &  Commentary  department. 
It  relies  on  the  resources  of  our 
worldwide  staff  and  Standard  & 
Poor's,  another  one  of  The  McGraw- 
Hill  Companies,  to  provide  insight 
into  what  to  expect  from  the  mar- 
kets and  business  world  each  day. 


For  now,  we  are  not  charging  for 
access  to  our  site.  We  are  asking  you 
to  register — and  if  you  do,  you  will 
get  a  weekly  newsletter  via  E-mail 
alerting  you  to  what  is  new  on  the 
site.  We  will  charge  a  small  fee  if 
you  want  to  search  our  archive  for 
back  stories. 

Our  online  staff  is  growing  to 
meet  the  challenge  of  keeping  our 
services  fresh  and  responsive.  Head- 
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ed  by  Senior  Editor  Bob  Arnold,  it 
includes  Mike  Mercurio,  the  manag- 
ing editor  of  business  week  Online; 
Webmaster  Peter  Clem,  Production 
Consultant  John  Johnsrud,  and 
graphics  whiz  Arthur  Eves.  They 
have  all  played  major  roles  in  bring- 
ing our  online  presence  to  this  stage. 

Please  take  a  look  at  our  newest 
offering.  As  with  the  magazine  itself, 
our  goal  here  is  not  to  overwhelm 
you  with  information,  but  to  explain 
and  analyze.  We  have  found  that  in- 
teractive media  enhance  the  process 
greatly  because  we  can  get  almost 
instantaneous  feedback  from  readers. 
I'm  eager  to  hear  yours. 


Editor-in-Chief 
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The  other  is  information.  Because  no  trade  would 
ever  be  made  without  it.  And  helping  clients  manage 
information— not  just  process  it— is  what  Unisys  does 
best.  That's  why  Unisys  solutions  are  trusted  for  the  most 
demanding  jobs— like  trading  over  800  million  shares  in  a 


single  day.  Unisys  systems  support  500  transactions  a  sei 
ond.  transmitting  details  to  over  3,000  workstations.  An 
Unisys  is  behind  everything  from  managing  a  quotatio 
database  to  maintaining  the  world's  first  "electronic  tradin 
floor."  It's  all  part  of  information  management— our  way  c 


Hping  you  use  information  as  an  asset  to  gain  competitive 
ivantage.  Call  for  details  and  learn  what  clients  like  The 
asdaq  Stock  Market  learned.  When  it  takes  information  to 
n  your  business,  it  takes  Unisys  to  help  you  run  it  better. 
:tp://www.unisys.com  or  1-800-874-8647,  ext.  222 


UMSYS 

When  information  is  everything. 


Readers  Report  j  1 


COMPETITIVE  INTELLIGENCE 

IS  FOR  EVERYBODY  

Considering  the  examples  in  your  ar- 
ticle on  competitive  intelligence  (CI), 
readers  might  conclude  that  only  large 
companies  need  or  can  afford  to  imple- 
ment ci  ("They  snoop  to  conquer,"  The 
Corporation,  Oct.  28).  But  ci  is  impor- 
tant to  businesses  of  all  sizes,  and  it 
can  be  quite  inexpensive.  Even  a  com- 
pany with  only  one  employee  can,  with 
a  little  imagination  and  creativity,  gath- 
er ci  to  position  itself  better  in  the  mar- 
ket. A  wealth  of  free  information  is  as 
close  as  the  public  library.  Another 
source  of  information  is  intelligent  con- 
versation. And  ci  should  not  be  limited 
to  the  competition.  It  can  also  be  helpful 
when  used  with  clients  and  prospects. 
Know  thyself,  know  thy  market . . .  and 
know  thy  enemy. 

Bob  Lee 
Phoenix 

While  it  was  nice  to  see  business 
week  providing  the  burgeoning  field  of 
competitive  intelligence  with  some  well- 
deserved  coverage,  I  was  surprised  that 
no  mention  was  made  of  our  associa- 
tion, the  Society  of  Competitive  Intelli- 
gence Professionals  (scip).  The  society  is 
a  10-year-old,  global,  nonprofit  organi- 
zation dedicated  to  helping  members 
enhance  their  firms'  competitiveness 
through  greater  ethical  competitive 
intelligence.  We  also  work  to  further 
ci  as  a  profession,  organizing  confer- 
ences, publishing  books  and  journals, 
and  supporting  36  local  SCIP 
chapters. 

Tracey  Scott 
President,  Society  of  Competitive 
Intelligence  Professionals 
Alexandria,  Va. 

The  article  on  competitive  intelligence 
omitted  one  important  tool:  patent 
searches.  In  the  U.  S.,  all  patent  appli- 
cations are  held  in  secret  until  the  is- 
suance or  abandonment  of  the  applica- 
tion. Therefore,  U.  S.  companies  cannot 
know  what  their  competitors  are  in- 
vesting in  or  what  they  are  seeking 
protection  on.  In  high-stakes  technology, 
this  information  could  be  valuable. 

But  in  most  other  countries — Canada, 
for  example — a  patent  application  is 
published,  or  opened  to  the  public,  18 
months  after  filing.  Therefore,  if  a  U.  S. 
company  seeks  to  know  what  its  rivals 
are  doing,  research  into  the  Canadian 
Patent  &  Trademark  Office  will  yield 
quicker  results  than  waiting  several 
years  for  U.  S.  patents.  Moreover,  the 
costs  associated  with  a  Canadian  patent- 


office  search  are  nominal,  and  the  search 
in  perfectly  legal. 

Shashank  Upadhye 
Chicago 

FIDEL  RAMOS' 

LASTING  LEGACY  

I  read  with  interest  your  story  on 
the  Philippines  ("The  road  after  Ramos," 
International  Business,  Oct.  28).  It  is 
important  to  acknowledge  the  reforms 
and  achievements  of  President  Fidel  V. 
Ramos,  which  have  brought  about  dra- 
matic change  for  the  Philippines  and  its 
people.  In  years  to  come,  history  books 
will  record  this  as  a  time  when  the 
Philippines  began  to  emerge  as  a  world- 
class,  global  economic  power. 

Brook  D.  Downie 
Melbourne,  Australia 

WHAT'S  MISSING  FROM 
THE  B-SCHOOL  PICTURES? 

The  sample  polled  in  your  business- 
schools  issue — recent  graduates  and  re- 
cruiters— raises  questions  about  your  rat- 
ing system  ("The  best  B  schools,"  Cover 
Story,  Oct.  21).  Neither  group  sees  the 
whole  picture,  and  that  could  skew  the 
results.  Recent  graduates,  aware  of  the 
value  of  this  survey,  can  collude  with  for- 
mer classmates  to  raise  a  school's  rat- 
ing. It's  no  wonder  that  a  laggard  one 
year  becomes  a  darling  the  next. 

Recruiters  are  important,  because 
they  are  picking  tomorrow's  leaders 
from  this  year's  B-school  crop.  But  they 
do  not  reflect  the  views  of  Corporate 
America.  What's  missing  from  this  sur- 
vey is  the  opinion  of  the  line  managers, 
corporate  staff,  and  executives.  The  sur- 
vey should  reflect  a  broader  cross  sec- 
tion of  businesspeople.  business  week 
should  canvass  older  alumni  and  senior 
managers.  I  suspect  that  these  people 
will  present  a  more  balanced  viewpoint. 
I've  been  out  of  business  school  for  five 
years,  and  my  ideas  about  what  makes 
a  great  school  have  evolved  since  that 
sunny  clay  in  June  when  I  graduated. 

Michael  Tamaru 
Sunnyvale,  Calif. 

I  found  it  particularly  interesting  that 
you  included  lost  wages  as  part  of  the 
total  cost  of  attending  business  school. 
One  point  you  failed  to  mention,  how- 
ever, was  that  the  number  of  part-time 
B-school  students  is  growing  rapidly. 

I  am  involved  in  a  part-time  mba  pro- 
gram at  Our  Lady  of  the  Lake  Univer- 
sity of  San  Antonio,  which  caters  to  the 
student  who  works  full-time.  The  com- 
pany I  work  for  has  assured  me  that  an 


mba  will  widen  my  opportunities  to 
vance.  I  find  that  the  combination 
work  experience  and  an  mba  is  vah 
by  employers. 

Robert  Cata 
Hous 

TRUST  IS  WHAT  MAKES 
A  LEADER 


I  can't  accept  that  the  average  An 
ican  living  in  the  heartland  believes 
character  of  the  President  doesn't  n 
ter  ("Character  is  the  only  shot  D 
has  left,"  News:  Analysis  &  Comm 
tary,  Oct.  28).  The  debate  over  whet 
the  character  of  the  President  is  an 
sue  is  just  plain  silly. 

In  business  or  government,  trust 
key  ingredient  for  success.  Imagine 
government  asking  the  people  for  m 
revenue  only  when  all  other  optii 
have  been  exhausted.  Imagine  pec 
agreeing  to  a  tax  increase  based  oi 
belief  that  the  government  has  d< 
everything  possible  to  control  spendi 
Imagine  the  elderly  believing  that 
forming  Medicare  will  help  the  coun 
without  leaving  them  behind.  All  t 
can  happen  if  we  trust  each  other.  T 
President  has  a  solemn  responsM 
to  establish  a  trusting  environment.! 

As  the  1996  election  approaches,  d( 
ask  whether  you  are  better  off  tl 
you  were  four  years  ago.  Ask  whet 
the  level  of  trust  in  our  country  i: 
greater  than  it  was  four  years  a 
Trust  starts  with  our  leaders.  Charac 
does  matter.  And  contrary  to  the  poll 
believe  most  Americans  agree. 

Bob  Bloncl 
West  Friendship, 
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ersonal  History  of  Social  Policy 

Daniel  Patrick  Moynihan 
vard  •  245pp  •  $22.95 


IAPIT0L  HILL 

IASSANDRA 


rhis  book  arrives  a  few  months  too 
late  to  influence  the  debate  over 
welfare  reform,  so  let's  just  hope 
message  is  wrong.  In  it,  Senator 
del  Patrick  Moynihan  (D-N.  Y.)  pre- 
3  that  "hundreds  of  thousands  of  chil- 
li" are  about  to  be  "blown  to  the 
ds"  by  the  "welfare  repeal"  that 
sklent  Clinton  signed  into  law  last 
rust.  Unfortunately,  it's  likely  that 
right.  He  has  been  all  too  right  over 
past  30  years  in  predicting  bad  news 
it  U.  S.  social  policy, 
■ut  if  recent  history  is  a 
e,  Moynihan's  warnings 
welfare,  health  care, 
economic  policy  won't 
nuch  noticed  in  Wash- 
on.  He  lost  the  chair- 
i's  microphone  at  the 
ite  Finance  Committee 
n  Republicans  took 
;rol  of  Congress  in 
1.  And  despite  his  20 
■s  in  the  Senate,  his  16 
cs,  and  his  standing  as 
of  the  Senate's  few  le- 
nate  intellectuals,  he  is 
irded  warily  at  the  White  House, 
youngsters  there  view  him  rather  as 
ntankerous  great-uncle  who  shows 
'or  dinner  once  in  a  while  to  bellow 
elcome  advice  to  all. 
l  fact,  the  White  House  staff  has 
on  to  distrust  the  independent-mind- 
doynihan,  and  this  provocative  book 
ainly  won't  change  then1  opinions  of 
Miles  to  Go  repeatedly  skewers  the 
linistration  for  its  efforts  to  rewrite 
ral  health  and  welfare  programs, 
or  example,  the  white-haired  heretic 
ends  that  the  phony  health-care  "cri- 
was  largely  imagined  by  a  few 
th  professionals  and  Hillary  Rodham 
ton,  who  convened  a  "500-member 
et  task  force"  to  recast  one-seventh 
lie  American  economy  in  the  gov- 
nent's  image.  After  all,  Moynihan 


notes,  five  out  of  six  Americans  have 
health  insurance,  most  of  the  poor  get  it 
free,  and  the  elderly  receive  subsidized 
care.  As  for  health-care  inflation,  Moyni- 
han writes:  "We  were  being  asked  to 
stop  everything  to  cope  with  a  crisis 
that  was  seemingly  resolving  itself" 
through  the  workings  of  the  free  market. 

Moynihan  finds  much  to  criticize 
among  all  Democrats.  They  are  filled 
with  hubris  and  "ideological  certainty," 
he  maintains.  Clinton  "won  by  default 
as  much  as  anything,  but 
set  out  to  govern  as  if  he 
had  a  mandate  for  all  man- 
ner of  governing."  Mean- 
while, the  Republicans 
were  "becoming  the  party 
of  ideas,"  as  congressional 
Democrats  were  stuck  de- 
fending the  status  quo. 

Pegged  as  a  neoliberal, 
a  neoconservative,  and  an 
independent  during  a  ca- 
reer that  has  included  ser- 
vice during  four  Adminis- 
trations, two  of  them 
Republican,  Moynihan  re- 
serves his  strongest  criticism  for  un- 
named "liberals."  It  was  they  who  first 
denied  the  problem  that  Moynihan  iden- 
tified in  1965:  that  divorce  and  out-of- 
wedlock  births  were  imperiling  the  black 
family.  The  former  Harvard  University 
professor  notes  that,  over  the  years,  lib- 
erals have  tried  first  to  pretend  that  the 
problem  didn't  exist — and  then  to  main- 
tain that  single  parenthood  was  somehow 
chic.  Today,  he  has  been  vindicated  by 
broad  recognition  of  the  terrible  and 
growing  trend.  Around  25%  of  babies 
born  to  white  mothers  are  illegitimate — 
a  rate  slightly  higher  than  that  of  blacks 
back  when  Moynihan  first  raised  the 
matter.  Among  black  mothers,  out-of- 
wedlock  births  now  hover  around  70%. 

These  rising  numbers,  Moynihan  says, 
define  the  current  welfare  crisis.  Hence, 


OYNIHAN  SEES  KIDS  "BLOWN  TO 
HE  WINDS"  BY  WELFARE  REFORM 


GIVE  MILLIONS 
OF  BABY 
BOOMERS  A 
REASSURING 
FINANCIAL 
FUTURE 

The  New  World  of 
Personal  Finance 


A  Business  Week 
Special  Advertising  Section 

How  do  millions  of  baby  boomers 
plan  for  a  sound  financial  future? 
They  look  to  a  growing  range  of 
options  available  for  financial 
planning.  The  New  World  of 
Personal  Finance  will  help  them 
get  the  advice  they're  looking  for 
to  make  the  best  choices  possible. 

Don't  miss  this  opportunity  to  help 
more  than  6  million*  professionals 
gain  lifelong  security. 
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Peter  J.  Callahan 
Financial  Market  Manager 
Phone:212-512-3579 
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FEDERATED 

THE  ROAD  YOU  SHOULD  BE  ON. 


41 

Our  yea  rs  of 
experience  managing  money. 

85 

The  percent  of  our 
rated  funds  that  receive 
3,  4  or  5  stars  from  Morningstar. 


13 

The  years  of  experience 
our  fund  managers  average. 


With  approximately  SlOO  billion  in  assets,  and  service 

rated  #1  by  DALBAR.  Federated  can  help  you 
reach  your  financial  destination  Call  your  financial 
advisor  or  1-800-341-7400  to  be  put  in  touch  with  a 

financial  advisor  near  you.  You  will  receive  more 
complete  information,  including  a  prospectus,  which 
you  should  read  carefully  before  investing. 


Federated  i"  J  Investors 


Since  1955 


returns  with  appropriate  tee  adjustments,  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  returns.  The  top  10%  of  funds  in  a  rating  universe  receive  5 
l|  22.5%  receive  4  stars,  and  the  next  35%  receive  3  stars.  •  Federated  Investors  was  ranked  #1  by  registered  representatives  for  overall  marketing  support  in  the  1995 
ker/Dealer  Survey.  •  Federated  Securities  Corp.,  Distributor 


NATIONAL     C  E  N  T  E  R  f 


One  in  five  American  adults 
cannot  read  well  enough  to 
understand  tins  ad. 

That's  why  the  National 
(.enter  for  Family  Literacy 
is  currently  behind  literacy 
programs    for   families  in 


FAMILY  LITERACY 


Suite  200-B,  325  West 
Main  Street,  Louisville, 
Kentucky  40202-4251,  for 
information  on  how  to  sup- 
port family  literacy.  Or  call 
502)  584-1133  ext.  33. 
If  we,  as  a  nation,  can 


To  12  million  adults  this  is  an  ad  about  a  dog. 
Actually,  it's  an  ad  about  literacy. 


over  1.000  communities 
across  America.  But  there  is 
much  more  we  need  to  do. 


We  urge  you  to  write  the 
National  Center  for  Family 
Literacy,  Waterfront  Plaza, 


achieve  full  literacy 
then  we  can 
achieve  anything 


A, 
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Buy  recycled.  It  would  mean  trie  world  to  them. 

Thanks  to  you,  all  sorts  of  everyday  products  are  heing  made  from  materials 
you've  recycled.  But  to  keep  recycling  working,  you  need  to  buy  those  products. 
For  a  free  brochure,  write  Buy  Recycled,  Environmental  Defense  Fund,  257 
Park  Avenue  South,  New  York,  NY  10010,  or  call  1  -800-CALL-E DF. 
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he  believes  that  the  most  recent  effi 
treat  the  problem  was  merely  a  po' 
ploy — "boob  bait  for  the  bubbas.' 
makes  a  compelling  case  that  it 
more  harm  than  good:  The  theory  b 
the  welfare-reform  bill  was  that 
ing  welfare  would  make  the  lives  o: 
gitimate  babies  so  unendurable 
mothers  would  forbear  to  bear  m 
But  here's  the  rub:  Two-thirds  o 
people  receiving  welfare  payments 
themselves  under  18,  and  their  beh: 
isn't  likely  to  be  affected  by  such 
tive  measures. 

The  gop  takes  its  licks  in  the  cha] 
on  economics,  which  aren't  as  intere: 
as  those  on  social  policy.  All  this  gri 
has  been  plowed  before:  President 
gan  created  the  deficits  with  his 
tax  cut,  which  was  supposed  to  pro 
even  more  revenue,  according  to 
ply-side  economic  theory.  When 
failed  to  materialize,  the  resulting  s' 
fall  became  an  argument  for  smaller 
ernment.  Reagan,  however,  was  un 
to  specify  budget  cuts  and  fight  for  ti 
allowing  the  problem  to  worsen.  To] 
the  budget  would  be  balanced 
weren't  for  the  interest  payments  o: 
trillion  in  past  debts,  most  of  that  a| 
mulated  during  gop  Administration: 

More  interesting  are  Moynihan's 
servations  about  drugs.  He  traces 
problem,  again,  to  the  breakup  of 
family  and  the  deviancy  it  encouraj 
We  are  choosing,  by  our  policy  of  p: 
bition,  to  "have  an  intense  crime  pro! 
concentrated  among  minorities,"  w' 
chug  use  is  driven  by  economic  dep 
tion  and  despair.  Legalization,  on 
other  hand,  would  create  an  eno 
public-health  problem,  he  says.  Th 
fore,  "it  may  be  that  drug  addictio: 
one  of  the  problems  government  si: 
cannot  solve." 

Miles  to  Go  has  some  obvious 
ciencies.  It  doesn't  address  the  ft 
problems  of  Social  Security 
Medicare.  Will  today's  retirees  be 
last  to  enjoy  such  benefits?  Moj 
doesn't  say.  Should  we  guarantee  all 
dren  access  to  health  care  by  expan 
Medicaid?  What  about  students'  dec 
academic  performance?  And  why 
Moynihan's  voice  so  little  heard  d 
the  recent  welfare-reform  debate? 
are  questions  that  Moynihan  doesn't 
swer.  Still,  given  his  track  record  in 
dieting  entropy  in  America's  most 
portant  institutions  and  governm 
programs,  the  warnings  Moynihan  p 
vides  are  sufficient  to  make  the  book 
important  one. 

BY  PAUL  MAGNUSS 

Magnusson  covers  social  issues  fr 
Washington. 
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YOUR  CAREER  1$  RESULTS-ORIENTED 


YOUR  COMPANY  IS  RESULTS-ORIENTED 


6NGULF 


YOUR  WEBSITE  IS...UH  OH 


Your  website  should  be  more  than  just 
an  electronic  bulletin  board.  It  should 


be  a  real  place  where  you 
can  conduct  real  business. 


Domino 


a  snap  with  application  templates  to 
register  site  visitors  and  even  set  up 
threaded  discussions. 


Enter:  Domino™  from  Lotus.  Domino  is 
the  only  true  interactive  web  application 
server  that  helps  your  business  get  the 
most  out  of  the  web. 

While  it  delivers  corporate  product 
and  marketing  informa- 

Notes  tion  like  Microsoft's®  or 


Netscape's®  web  servers,  Domino  provides 
the  easiest  way  for  customers  to  find 
the  information  they  want  quickly  with 
site-sort-on-the-fly  features. 

And  it  makes  interacting  with 
employees,  customers  and  suppliers 


Yet  its  benefits  don't  stop 
there.  Domino  is  also  secure  so  you 
have  flexibility  over  who  sees  what. 
And,  importantly,  who  doesn't  see  what. 
It  automates  workflow  processes  like 
lead  generation,  resume  tracking  and 
customer  service -so  you  can  act  on 
information,  not  just  read  it. 

Best  of  all,  Domino  is  built  on  the 
world's  most  powerful  platform  for  business 
applications:  Lotus  Notes.® 

Domino.  It's  all  business.  For  more  infor- 


mation, visit  our  website  at 
http://domino.lotus.com.    Working  Together" 


Lotus. 


For  more  information,  call  1-800-828-7086,  ext.  C460.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  Lotus  Notes  and  Working 
Together  are  registered  trademarks  and  Domino  is  a  trademark  of  Lotus  Development  Corporation.  All  company  names  are  registered  trademarks  of  their  respective  companies. 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 

WEB  SITES  COME 
LOOKING  FOR  YOU 


Now,  software  can 
deliver  the  data  you 
want-with  rich 
graphics  and  color 

In  1996,  the  Internet  ex- 
ploded into  public  con- 
sciousness as  millions  of 
us  went  out  searching  for  the 
World  Wide  Web.  In  1997, 
the  Web  is  going  to  come 
looking  for  us. 

The  new  catch  phrase 
among  Web  developers  is 
"push  delivery."  The  idea: 
Rather  than  waiting  for  peo- 
ple to  come  to  your  Web  site, 
find  out  what  information 
they  want  and  deliver  it 
straight  to  their  computers. 
This  sort  of  thing  has  been 
available  since  the  birth  of 
networks,  through  E-mail, 
but  it's  mostly  limited  to  bor- 
ing text.  The  first  large-scale 
effort  to  push  rich,  graphical 
content  hit  the  scene  early 
this  year,  when  PointCast's 
PointCast  Network  (www. 
pointcast.com)  distributed  a 
free  Windows  screen  saver 
that  displays  news,  sports 
scores,  stock  prices,  weather 
data,  and,  of  course,  lots  of 
advertising. 

CLUNKY.  Since  then,  Inter- 
mind  (www.intermind.com) 
has  launched  Communicator, 
a  system  that  allows  you  to 
subscribe  to  information  from 
any  site  running  Intermind's 
server  software.  As  new  ma- 
terial is  posted  on  those 
sites,  it  is  automatically  sent 
to  your  computer,  where  you 
can  read  it  with  your  brows- 
er. In  January,  a  startup 
called  I  Fusion  Com  (www.ifu 
sion.com)  plans  to  launch  a 
service  called  Arrive.  The 
service  will  deliver  "chan- 
nels" of  multimedia  informa- 


tion— sports,  music,  enter- 
tainment, and  others — di- 
rectly to  your  browser.  For 
people  on  networked  com- 
puter systems,  delivery  just 
goes  on  in  the  background 
while  your  computer  does 
other  things. 

All  of  these  approaches 
share  some  common  prob- 
lems, though.  For  one  thing, 
they  require  special  software. 
You  must  load  different  soft- 
ware on  your  computer  for 
each  approach,  and  all  of  the 
programs  are  clunky.  In  ad- 
dition, they  all  force  you  to 
stop  what  you're  doing 
to  examine  the  new  in 
formation.  In  some 
cases  you  have  to  A 
start  up  your  jM 
browser.  With  Jm 
PointCast,  you  j 
have  to  go  into  1 


browser  that  it  is  developing. 

In  its  current  configura- 
tion, which  could  well  change 
as  the  product  is  tested,  Ac- 
tive Desktop  displays  offer 
panels  for  three  different 
sources  of  Web  -data.  Mi- 
crosoft, which  has  been  busi- 
ly reinventing  itself  as  a  con- 
tent producer,  clearly  hopes 
that  one  panel  will  be  filled 
with  news  from  msnbc,  its 
joint  venture  with  the  broad- 
caster. Microsoft  also  hopes 
that  corporations  will  install 
Active  Desktop  servers  on 
their  internal  networks  to 
put  constantly  updated  com- 
pany information  on  employ- 
ees' screens. 

The  big  flaw  in  all  of  these 
approaches  is  that  they  real- 
ly only  work  well  for  people 
who  are  connected  to  net- 
works full  time.  While  it  is 
possible  to  configure  pro- 


screen-saver 
mode. 

Push  delivery 
should  get  a  lot 
easier  early  next 
year,  when  Mi- 
crosoft introduces 
Internet  Explor- 
er 4.0.  Despite  its 
name,  which  suggests 
it's  a  new  version  of  Mi- 
crosoft's browser,  this  free 
upgrade  will  include  major 
changes  in  the  way  you  use 
Windows  95  or  Windows  NT. 
One  significant  new  piece  is 
Active  Desktop.  This  feature 
enables  a  networked  Win- 
dows computer  to  accept  ma- 
terial pushed  out  by  Web 
servers  and  to  display  it 
right  on  the  desktop,  with  no 
additional  software  or  any  ac- 
tion by  the  user  beyond  sub- 
scribing to  information 
sources.  Netscape  Communi- 
cations promises  a  similar- 
feature    in    the  Magellan 


grams  such  as  PointCast  to 
dial  out  for  updates,  the 
spontaneity  and  immediacy 
get  lost  as  you  sit  there 
waiting  for  your  computer  to 
plug  into  PointCast's  com- 
puters. Eventually,  cable 
modems,  satellite  minidishes, 
and  other  new  technologies 
will  bring  full-time  Internet 
connections  to  many  homes. 
For  now,  however,  the  best 
solution  may  be  wireless 
transmission. 

One  wireless  product  avail- 
able today  is  the  combination 
of  the  NewsCatcher  receiver 
from  Global  Village  Commu- 


nications (800  736-4821)  a] 
the  associated  AirMedia  Lii 
information  service.  AiriVl 
dia  uses  one-way  pager  tel 
nology  to  broadcast  ne\l 
sports,  and  other  time-ser| 
tive  data  to  a  pyraml 
shaped  receiver  attached  | 
your  Windows  PC.  The  $]| 
device  comes  with  a  year! 
basic  service.  For  an  exl| 
$4.95  a  month,  which  in 
users  will  probably  want 
pay,  you  get  more  frequ 
updates  and  regular  st 
market  reports.  Another 
month  will  bring  you  no 
cation  of  new  E-mail  m 
sages  at  your  Internet-S' 
vice    provider    or  onl 
service,  though  you  will 
have  to  log  on  to  get 
text  of  the  messages. 
FLUFF.  I'm  not  very  fond 
the  current  AirMedia  servi 
It  offers  limited  customi 
tion  and  wastes  precii 
air  time  to  broadc: 
such  fluff  as  ho: 
k  scopes  and  trr 
games.  You 
m%.  turn  those 
Bfe.  but  the  ba: 
width  t 
'  take  up  co 
be  used 
more  stock 
formation.  In 
dition,  AirMed: 
F  screen  display  i 
"  jangle  of  brighj 
colored  individ 
windows,  one 
news,  another 
stock  quotes,  and 
on — each  screaming 
your  attention.  The  sa: 
technology  used  with 
crosoft's    Active  Desktl 
would  give  you  similar  infl 
mation  in  a  much  cleaner  i  I 
more  useful  design. 

Right  now,  much  of  t| 
content  that  is  pushed  <l 
leaves  a  lot  to  be  desirj 
News  stories  tend  to  be 
perficial,  and  business  repcji 
generally  consist  of  lit  I 
more  than  press  releasffl 
But  with  companies  from 
crosoft  to  Time  Warner  11 
vesting  heavily  in  online  c  1 
tent,  this  may  not  be  I 
problem  for  much  longer. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Thev  Ranked 
Bonneville 
"ix/lost:  Appealing" 
Car  in  its 


When  American  drivers  put  their  foot  down,  the  Pontiac  Bonneville  responded  with  plenty  of  power  and  performance. 
That's  just  one  of  the  reasons  it  took  home  the  J.D.  POWER  AND  ASSOCIATES  Award*  for  "Most  Appealing  Premium  Midsize 
Car."  This  is  based  on  a  survey  of  the  most  important  critics  of  all,  car  owners.  In  addition,  Bonneville  was  also  honored  by 
Smart  Money  **  as  the  "Best  Value  In  Its  Category,"  and  received  Strategic  Vision's  1996  Total  Qivun  \\\\Ki)TMt  for  "Best 
Ownership  Experience"  in  its  class.  But  what  would  you  expect  from  one  of  the  world's  most  powerful  sport  sedans? 
See  for  yourself  why  Bonneville  is  such  a  bold  alternative  to  traditional  luxury  cars.  All  you  have  to  do  is  put  your  foot  down. 

BONNEVILLE 

f  PONTIAC 

W      WE  ARE  DRIVING  EXCITE/WENT 


"J  D  Power  and  Associates  1996  Automotive  Performance,  Execution  and  Layout  (APEAL)  Study SM  Study  based  on  a  total  of  25,492  consumer  responses  " SmarlMoney,  September 
1996  Based  on  analysis  of  2.000+  new  cars  and  trucks  for  1997  Bonneville  competing  in  the  full-size  class,  tstrategic  Vision's  1996  Vehicle  Experience  Study™  surveyed  35.652 
Oct  -Nov  new  vehicle  buyers  of  200t  models  after  the  first  90  days  of  ownership  among  large  cars   1  1996  GM  Corp  All  rights  reserved  Always  wear  safety  belts,  even  with  air  bags. 


5 
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AUTOMOTIVE  PERFORMANCE, 
EXECUTION  AND  LAYOUT  STUDY 
PRESENTED  TO 

PONT1AC  BONNEVILLE 

BYJ.D.  POWER  AND  ASSOCIATES 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


PUBLIC  SCHOOLS  NEED 
A  LITTLE  PEER  PRESSURE 


i 


COMPETE: 

Vouchers 
would  force 
public  schools 
to  improve-or 
risk  losing 
students  to 
private  schools 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


During  the  just-concluded  Presidential 
campaign,  Bill  Clinton  and  Bob  Dole 
agreed  that  the  public  school  system 
is  failing  to  meet  the  education  needs  of  poor- 
er and  middle-class  children.  But  while  the 
former  senator  believes  the  solution  lies  in 
vouchers  or  scholarships  for  students  to  at- 
tend private  schools,  President  Clinton  ac- 
cepts the  claim  made  by  opponents  of  vouch- 
ers that  greater  competition  to  public  schools 
would  greatly  weaken  public  education. 

I  believe  that  competition  from  private 
schools  will  make  most  public  schools  better, 
not  worse.  Opponents  argue  that  vouchers 
and  scholarships  will  enable  private  schools  to 
get  the  "cream  of  the  crop,"  that  the  better 
and  more  ambitious  students  would  leave 
public  schools  to  attend  private  schools.  As  a 
result,  public  education  would  be  stuck  main- 
ly with  students  who  are  unruly,  uninterested 
in  learning,  or  mentally  handicapped.  How- 
ever, this  scenario  assumes  that  public  school 
performance  will  not  improve  when  faced 
with  competition  from  private  schools. 
ENCOURAGEMENT.  So  far,  private  schools  have 
competed  with  one  hand  tied  behind  their 
back  because  of  the  subsidy  from  taxpayers  to 
public  schools.  A  voucher  system  would  ex- 
pand private  schools,  increase  the  competi- 
tive pressure  on  the  public  school  system, 
and  thus  promote  change. 

The  root  cause  of  poor  performance  of  pub- 
lic schools  is  not  insufficient  funding,  since 
real  expenditures  per  public-school  student 
have  more  than  doubled  during  the  past  30 
years.  Nationally,  expenditures  per  student 
come  to  $5,000  and  in  many  cities,  it  is  $9,000 
to  $11,000.  The  bad  record  of  .  many  public- 
schools  is  usually  because  of  a  poor  curricu- 
lum, lack  of  personal  safety,  and  weak  disci- 
pline of  disruptive  students  that  discourage 
kids  who  want  to  learn.  The  private-education 
sector  would  attract  students  by  offering  a 
program,  including  homework,  discipline,  and 
parental  involvement,  that  is  more  appealing 
to  students  and  their  families  than  what  has 
been  available  to  them. 

Since  the  vast  majority  of  public  school 
teachers  and  administrators  are  dedicated  to 
teaching,  they  will  try  to  reform  the  public 
school  system  if  there  is  clear  evidence  that 
competing  private  schools  are  attracting  the 
better  students  with  vouchers.  Moreover,  pub- 
lic schools  that  are  slow  to  change  and  con- 
tinue to  lose  students  will  be  under  growing 


political  pressure  to  respond  to  the  compi 
tion.  School  boards  and  voters  will  cut  b 
gets  and  remove  principals  and  school 
ministrators  unless  they  compete  for  studei 
RESPONSIVE.  Federal'  Express  and  Uni 
Parcel  Service  greatly  improved  postal-sys' 
delivery  of  letters  and  packages  by  introdl 
ing  speedy  and  reliable  service.  Although  I 
U.  S.  Post  Office  lost  out  in  the  competition 
deliver  most  packages  because  private  cJ 
panies  are  so  much  better  at  that,  it  gresl 
improved  its  delivery  of  Priority  Mail  in  I 
sponse  to  pressure  from  private  companies 

Economist  Caroline  Minter  Hoxby  of  Hj 
vard  University  finds  that  competition  frl 
Catholic  private  schools  and  even  other  p| 
lie  schools  in  nearby  school  districts  improi 
public  school  academic  performance.  Studei 
from  all  backgrounds  do  better,  and  she  d| 
not  find  any  evidence  of  cream-skimming  I 
private  schools. 

Many  foreign  students  travel  long  distanj 
to  attend  American  colleges  and  universitl 
because  they  make  up  the  best  system! 
higher  education.  The  competition  among  si 
eral  thousand  colleges  and  universities  I 
students  and  faculty  keeps  all  of  them  I 
their  toes. 

The  first  G.  I.  Bill  offered  scholarships! 
World  War  II  veterans,  giving  many  of  thl 
an  opportunity  to  attend  colleges  they  otl» 
wise  would  not  have  been  able  to  attel 
This  program  also  helped  improve  the  qua! 
of  American  higher  education  by  sharply  I 
creasing  competition  for  students.  VeterJ 
could  use  their  scholarships  to  pay  tuitiorfl 
any  college,  private  as  well  as  public,  ti 
accepted  them.  The  funds  provided  by  1 
bill  offset  state  subsidies  to  public  insth- 
tions  and  forced  these  schools  to  improve1 
order  to  compete  for  students  against  ] 
vate  colleges  on  a  more  level  playing  fieli 

Vouchers  and  scholarships  directed  tow; 
inner-city  and  other  children  from  poorer  fi 
ilies  would  help  them  the  way  the  G.  I 
helped  military  veterans.  They  would  tl 
have  greater  choice  and  would  no  longer  h  e 
to  accept  a  mediocre  education  offered  byn 
uncompetitive  public  system. 

Even  with  school  vouchers  many  studefc. 
including  good  ones,  would  remain  in  the  pi 
lie  system  if  these  schools  got  better.  M 
they  will  become  better  when  faced  wjh 
stiffer  competition  for  students  from  the  ]i- 
vate  sector. 
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HUMAN  HAIR. 

'and  you  thought\ 
threading  a  needle 
WAS  DIFFICULT.  J 


It  requires  years  of  experience  and  a  steady 
nd  to  split  the  nib  of  the  PARKER  DUOFOLD 
d  Jasper.  The  disk,  a  mere  .005  of  an  inch  in 
ickness,  must  hit  its  mark  exactly. 

Once  split,  each  individually  embossed  18K 


gold  nib  is  polished  to  a  high  lustre.  All  told 
it's  a  process  that  takes  several  days  to  complete 
But  given  the  results,  it  is  time  well  spent 
Like  all  of  our  writing  instruments,  thi 
PARKER  DUOFOLD  h  as  a  lifetime  guarantee 


A  PARKER  IS  IN  THE  DETAILS  4*  PARKER 


Levenger's  l-800-544-088( 


In  the  last  four  years  alone, 
over  40  million  people  have 
turned  to  AMD  processors 
to  run  Microsoft  Windows- 
compatible  software.  Powerful 
chips  that  put  a  world  of 
information,  education  and 
fun  at  your  child's  fingertips. 
But  just  as  importantly,  AMD 
chips  are  also  helping  to  make 
computers  more  affordable. 
Because  what  is  more 
priceless  than  your  child's 
imagination?  Visit  our  website 
or  call  1-800-222-9323. 


The  AMD-K5 
processor  offers  powerful 
performance  at  an  affordable 
price  for  home  and  business  PC's. 


AMD£I 

www.amd.com 


Economic  Trends 


BY  GENE  KORETZ 

LOW  YEN, 
HIGH  ANXIETY 

Japan's  rivals  fear  an  unfair  edge 

It  wasn't  too  long  ago  that  global  econ- 
omy watchers  were  mesmerized  by 
the  unstoppable  Japanese  yen,  which 
moved  ever  higher  even  as  Japan's  nom- 
inal trade  surplus  seemed  to  defy  eco- 
nomic reality  by  continuing  to  grow. 
Now  it's  the  yen's  relentless  slide  in  the 
wake  of  a  falling  surplus  that  is  at- 
tracting attention — and  stirring  anxiety. 

Not  only  is  the  yen  down  some  11% 
against  the  dollar  since  the  start  of  the 
year  but  it  recently  touched  a  42-month 
low  that  brought  it  30%  below  its  peak 

THE  YEN  CONTINUES 
TO  SLIDE 
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value  last  April  (chart).  The  big  fear  in 
many  nations  is  that  the  yen's  dramatic 
turnaround  is  putting  Japanese  compa- 
nies in  a  position  to  win  back  share  in 
global  markets  and  reverse  the  progress 
made  in  cutting  Japan's  huge  trade  im- 
balance down  to  size. 

Economist  Joseph  P.  Quinlan  of  Dean 
Witter  Reynolds  Inc.  points  out  that 
Japanese  companies  have  restructured 
their  operations  to  be  profitable  at  an 
exchange  rate  of  95  to  100  yen  to  the 
dollar.  With  the  yen  currently  trading 
about  14%  below  that  range,  "they  have 
tremendous  flexibility  to  employ  ag- 
gressive pricing  tactics  in  both  the  U.  S. 
and  Asia,"  he  warns. 

Among  the  potential  casualties  are 
U.  S.  auto  makers,  which  have  begun 
sounding  off  to  government  officials 
about  the  apparent  efforts  by  Japanese 
authorities  to  weaken  the  yen  (BW-Nov. 
11).  Aided  by  price  cuts,  imports  of  mo- 
tor vehicles  from  Japan  have  been  pick- 
ing up  steam,  while  exports  of  U.  S.- 
made  cars  to  Japan  have  stalled  after 
rising  rapidly  in  1994  and  1995.  Also  at 
risk  are  U.  S.  computer  companies,  which 


are  facing  a  wave  of  cut-rate  new  mod- 
els and  products  from  Japan  this  year. 

The  yen's  decline  may  have  already 
exacted  a  heavy  penalty  on  Asian  ex- 
porters of  electronic  goods,  computers, 
steel,  and  other  products.  In  past  years, 
the  strong  yen  gave  a  big  leg  up  to  such . 
producers  by  undercutting  Japanese 
competitiveness.  But  now  that  advan- 
tage is  fast  evaporating.  "Developing 
Asia's  sharp  slowdown  in  export  growth 
this  year  is  due  in  large  part  to  a  weak- 
er yen,"  says  Quinlan. 

The  ultimate  danger  is  that  a  weak 
yen  could  undermine  Japan's  commit- 
ment to  continue  to  pursue  deregula- 
tion and  widespread  structural  reforms. 
And  it  could  inspire  Japanese  manufac- 
turers to  cut  back  on  their  foreign  di- 
rect-investment programs — which  have 
been  a  key  ingredient  in  the  economic 
emergence  of  developing  Asia  over  the 
past  decade. 

"If  that  were  to  happen  and  Japan's 
trade  surplus  took  off  again,"  warns 
Quinlan,  "we  would  be  back  to  square 
one — bitter  wrangling  with  the  Japanese 
over  trade  policy  and  threats  of  retalia- 
tion, not  only  by  the  U.  S.  but  by 
Japan's  other  trading  partners." 

At  least  one  economist,  Robert  J. 
Barbera  of  Hoenig  &  Co.,  thinks  such 
risks  are  exaggerated  because  "curren- 
cy-market vigilantes  would  quickly  push 
the  yen  higher  if  Japan's  trade  surplus 
began  to  grow  again."  He  may  well  be 
right.  But  until  the  yen  stabilizes  and 
regains  some  ground,  a  lot  of  Japan's 
competitors  and  trading  partners  will 
be  suffering  some  sleepless  nights. 


A  BOOZE  BLAST 
AT  ANY  COST 

College  demand  defies  price  hikes 

Economists  have  long  found  that  de- 
mand for  alcohol  among  both  youths 
and  adults  is  relatively  price-elastic — 
that  is,  a  rise  in  the  price  of  booze  will 
cause  close  to  an  equivalent  decline  in 
consumption.  College  students  are  ap- 
parently a  glaring  exception  to  this  rule, 
though,  reports  the  current  issue  of 
( 'mi temporary  Economic  Policy. 

In  a  study  based  on  a  1993  survey  of 
students  at  140  U.  S.  colleges,  Frank  J. 
Chaloupka  of  the  University  of  Illinois 
and  Henry  Wechsler  of  Harvard  Uni- 
versity found  that  prices  had  no  signifi- 
cant effect  on  male  students'  consump- 
tion. And  while  prices  did  have  a 
statistically  significant  effect  on  women's 
drinking,  it  was  relatively  small. 


The  researchers  estimate,  for  exa; 
pie,  that  doubling  of  the  price  of  boc 
would  cut  alcohol  intake  among  co-e 
by  just  3%,  to  17%.  And  it  would  redu 
episodes  of  binge  drinking — downing 
least  four  drinks  at  a  time — by  or 
22%  to  25%. 

Social  pressures  may  explain  colle 
students'  insensitivity  to  price — and  t 
fact  that  they  are  significantly  mo 
likely  to  engage  in  excessive  drinki 
than  their  noncollege  peers.  One  notat 
finding  of  the  study  was  that  living  c 
campus  and/or  participating  in  a  fratf 
nity  or  sorority  were  positively  con  - 
lated  with  alcohol  abuse. 


CHILE  BOOSTS 
SOCIAL  OUTLAYS 

It's  investing  in  human  capital 


Market-oriented  macroeconomic  p( 
cies  and  structural  reforms  m 
have  produced  Chile's  economic  "mil 
cle,"  but  that  doesn't  mean  the  nati 
has  stinted  on  social  spending.  As  a  ] 
cent  International  Monetary  Fund  i 
port  notes,  "a  commitment  to  amel 
rate  social  conditions  has  complement 
broad-based  economic  progress." 

According  to  the  IMF,  social  sper 
ing  increased  from  55%  of  public  € 
penditures  in  1990  to  61%  in  1995,  ev 
as  overall  public  spending  was  cut  fr( 
23.3%  of  gross  domestic  product 
20.9%.  While  much  of  the  higher  soc 
outlays  went  for  health,  education,  a 
housing,  the  government  also  increas 
transfers  to  the  poor  through  family 
lowances  and  minimum  pensions. 

The  upshot  is  that  the  poverty  n 
was  cut  by  30%  in  just  four  yea 
(chart).  Illiteracy  ■ 
has  been  reduced 
to  less  than  5%, 
and  primary  edu- 
cation has  become 
virtually  universal. 

Recognizing  the 
key  role  of  human 
capital  in  achiev- 
ing its  economic 
and  social  goals, 
Chile's  latest  gam- 
bit is  sweeping  ed- 
ucational reform. 
Recently  passed 
legislation  calls  for 
a  rise  in  school 
hours,  curriculum  updating,  increas  1 
training,  higher  pay  for  teachers,  ana 
major  school-construction  program  to  - 
lieve  overcrowding  and  double  shifts. 


POVERTY  HEADS 
DOWN  IN  CHILE 


POVERTY 
-  RATE  - 


1990 

A  PERCENT 


1994 
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I  sn't  it  nice  to  know  that  taking  care 
^our  workers'  compensation  insurance 
:sn't  have  to  be  a  full  scale  production? 
It's  something  over  250,000  businesses 
California  have  already  discovered. 
:ause  at  State  Fund  we  believe  in 
ing  you  more  than  what  you  expect. 
Like  the  way  we  approach  our  claims 
nagement.  By  monitoring  medical 
lenses  and  focusing  on  early  return  to 
rk  planning,  we  can  help  keep  your 
ts  down.  While  still  providing  your 
ired  employees  with  timely  medical 
I  that's  appropriate  for  their  injury. 
3ut  then  we  have  had  plenty  of  time  to 
feet  the  fine  art  of  worry-free  service. 
;r  all,  we've  been  California's  leading 
vider  of  workers'  compensation 
irance  for  more  than  80  years. 
>o  take  the  first  step.  Call  your  broker 
all  us  at  1-888-STATE  FUND  toll -tree, 
be  the  best  move  you've  ever  made. 


COMPENSATION 
INSURANCE 


FUND 

;et  more,  worry  less. 


NOW  THAT  Cathy  Lwaki  MOVED 
HER  COMPANY  TO  STATE  FUND, 


SHE'S  SHUFFLING  SOMETHING 


BESIDES  JUST  PAPERWORK 


www.scif.coi 


Why  DOES  A  GREAT  DEAL  ON  A  new  CAR 
LOOK  BETTER  IN  THE  NEWSPAPER  THAN  IT  does 

IN  THE  SHOWROOM? 

You're  thumbing  through  the  newspaper  when  you  find  it.  The  perfect  car.  At  the  perfect  price.  But  when 
you  walk  into  the  dealership,  well,  something  is  missing.  Like  all  the  features  you  really  wanted.  The  fact  is, 
the  car  you're  looking  for  is  really  thousands  of  dollars  more  than  what  you  expected  to  pay. 

At  General  Motors,  we  figured  there  had  to  be  a  simpler,  more  straightforward  way  to  find  a  good  deal. 
So  we  came  up  with  a  new  way  to  shop  for  your  next  car  or  truck.  It's  called  Value  Pricing.  Here's  how  it  works. 

We've  taken  all  the  features  most  people  say  they  need  and  included  them  for 
a  sticker  price  that's  a  lot  less  than  the  competition  on  most  comparably  equipped 
cars.  Things  like  anti-lock  brakes.  Air  conditioning.  Airbag.  24-hour  roadside  assistance, 
a  single  Bumper -to-Bumper  Warranty  and  more. 

Whethe  r  you  buy  or  lease,  there  are  more  than  80  different  Value  Priced  Chevrolet,  GMC,  Pontiac, 
Oldsmobile,  Buick  and  Cadillac  models  to  choose  from.  Every  one  of  them  represents  a  simpler  approach  to  getting  a  good 
deal.  And  that's  an  idea  that  looks  good  on  paper  -  and  looks  even  better  in  person.      GGflGFBl  MOtOFS 

www.gmvaluepricing.com 

0/996  General  Mtitm  Corporation.  Atway\  went  your  \ufety  Mis.  Ewt  with  airbop.  Sir  your  ilftih  (or  mmmty  ttctuih. 

Chevrolet  ■  GMC  ■  Pontiac  •  Oldsmobile  ■  Buick  ■  Cadillac 
34-CA2 
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nil  THE  ECONOMY  LOOK  THIS  GOOD 
iN  INAUGURATION  DAY? 

ght  now,  the  numbers  point  to  continued  growth,  not  stagnation 


US.  ECONOMY 


PRIVATE  PAYROLLS 
BOUNCE  BACK 


With  the  election  results  on 
the  record  books,  now  it's 
e  for  the  really  tough  call:  How  is  the  economy 
ping  up  in  the  fourth  quarter,  and  what  are  the 
spects  for  growth  in  early  1997? 
'he  third-quarter  breakdown  of  real  gross  domestic 
duct  raised  more  questions  about  the  immediate 
i  ire  than  it  answered.  The  combination  of  the  largest 
entory  buildup  in  Y/>  years  and  the  weakest  growth 
I,  Dverall  demand  in  3%  years  has  produced  a  split 
f  >ng  economists  on  what  happens  next.  The  bears  ar- 
il :  that  growth  is  fading  in  the  face  of  consumer  re- 
l|  ichment  and  excessive  inventories.  The  bulls  be- 
re  that  demand  will  snap  back  and  that  any 
i;  sntory  adjustment  will  be  painless. 

The  latest  data,  especially 
the  October  employment  re- 
port, favor  strength  more  than 
stagnation  (chart).  Job  growth 
has  clearly  slowed  in  recent 
months,  but  labor  markets  re- 
main tight,  and  wages  are  out- 
pacing inflation.  Amid  solid  in- 
come growth,  high  confidence, 
rising  savings,  and  capital 
gains  from  a  strong  stock  mar- 
ket and  rising  home  values, 
quarter's  drop-off  in  consumer  spending  looks  more 
a  respite  than  a  retrenchment. 
A,  the  same  time,  very  little  of  the  third-quarter  in- 
tory  bulge  appears  to  have  been  unplanned.  In- 
tory-sales  ratios  remain  low,  especially  in  manufac- 
ng.  And  the  trend  in  factory  orders  is  up.  Also,  a  lot 
ast  quarter's  stockpiles  appear  to  be  imports,  which 
ins  that  the  burden  of  inventory  adjustment  will  fall 
foreign  producers  as  well  as  on  U.  S.  output.  If  de- 
ld  bounces  back,  any  inventory  realignment  will 
ir  quickly,  without  harming  growth  prospects  for 
y  1997. 

i  LABOR  MARKETS  continue  to  tell  an  upbeat 
y  about  the  economy.  Although  the  job  data  cor- 
Drate  the  view  that  second-half  economic  growth 
be  slower  than  the  3.3%  first-half  pace,  the  October 
ibers  hardly  suggest  growth  is  about  to  wither 
'or  example,  payrolls  increased  by  a  solid  210,000 
month,  proving  that  the  35,000  decline  in  Sep- 
ber  jobs  far  understated  the  strength  of  the  labor 
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WORKERS'  PAYCHECKS 
STRETCH  FURTHER 


JJAN  '94  OCT,  '96 

▲  PERCENT  CHANGE  FROM  A  YEAR  AGO. 
THREE-MONTH  AVERAGES 
•ADJUSTED  USING  PRICE  INDEX  FOR 
PERSONAL  CONSUMPTION 
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markets.  In  fact,  the  recent  trend  in  initial  jobless 
claims,  which  typically  provide  a  reliable  tracking  of 
the  labor  market,  has  yet  to  indicate  any  significant 
slowdown  in  job  growth.  Moreover,  government  em- 
ployment in  October  fell  sharply  for  the  second  month 
in  a  row,  reflecting  the  Labor  Dept.'s  difficulties  in 
adjusting  for  back-to-school  patterns  for  teachers. 
Private-sector  payrolls  jumped  250,000. 

To  be  sure,  private-sector 
job  gains  also  have  slowed, 
from  an  average  monthly  in- 
crease of  217,000  during  the 
first  half  to  159,000  per  month 
so  far  in  the  second  half.  How- 
ever, even  at  that  pace,  the 
unemployment  rate  will  re- 
main at  October's  5.2%,  or 
drift  lower. 

Job  markets  are  already 
tight  enough  to  allow  faster 
wage  growth.  Average  hourly  earnings  in  October  were 
unchanged  from  September,  but  the  most  recent  three- 
month  average  is  up  3.4%  from  the  same  period  last 
year,  for  the  fastest  annual  growth  in  5lA  years.  Ad- 
justed for  inflation  using  the  price  deflator  for  person- 
al consumption  expenditures,  which  is  a  better  measure 
of  household  inflation  than  the  overstated  consumer 
price  index,  real  pay  is  up  1.3%  from  a  year  ago,  and 
that's  the  fastest  in  almost  two  decades  (chart). 

IF  THERE  WAS  ONE  DOWNBEAT  MARK  in  the  em- 

ployment  report,  it  was  the  drop  in  hours  worked. 
The  nonfarm  workweek  slipped  24  minutes  to  34.3 
hours,  and  the  factory  week,  at  41.6  hours,  was  12 
minutes  shorter.  Total  hours  on-the-job  started  this 
quarter  below  the  third-quarter  average,  which  sug- 
gests fourth-quarter  gdp  growth  is  off  to  a  weak  start. 

One  key  sector  that  went  against  that  trend  was 
construction,  where  the  workweek  stretched  by  24 
minutes,  to  38.8  hours,  the  longest  in  six  months.  Con- 
struction jobs  also  rose,  by  10,000,  suggesting  the  Sep- 
tember strength  in  construction  spending  was  no  fluke. 
Building  outlays  increased  a  larger- than-expected  1.9%. 
Government  projects  jumped  6.4% — no  surprise  right 
before  an  election — but  private  construction  outlays 
were  up  as  well. 

The  employment  data  also  suggest  that  industrial 
production  last  month  was  about  flat.  Factory  jobs 
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rose  only  6,000,  but  that  followed  a  loss  of  59,000  in 
September.  And  given  the  shorter  workweek  in  Octo- 
ber, overall  hours  worked  fell  0.4%. 

INDEED,  THE  SNAPBACK  IN  SPENDING  won't  pro- 
vide much  bounce  to  the  industrial  sector — at  least 
not  in  the  short  run.  October's  extra  demand  was  met 
by  selling  the  goods  warehoused  last  quarter.  For  man- 
ufacturers, that  inventory  buildup  raises  two  questions 
that  play  into  the  outlook:  How  much  of  it  was  im- 
ported? And  how  much  was  intentional? 

Certainly,  last  summer's  import  surge  suggests  that 
a  significant  portion  of  the  accumulation  consisted  of  for- 
eign-made goods.  The  biggest  gain  in  inventories  came 
in  nondurable  retail  items.  It  might  have  been  that 
merchants  stocked  up  on  holiday  sweaters  and  toys.  If 
so,  then  foreign  producers  should  see  a  drop  in  U.  S.  or- 
ders, and  import  growth  may  finally  slow. 

On  the  second  question,  the  monthly  data  suggest 
that  businesses  intentionally  stocked  extra  goods.  Man- 
ufacturing inventories  rose  0.2%  on  average  in  each 
month  of  the  third  quarter,  and  the  inventory  of  fin- 
ished goods  grew  at  a  stronger  0.4%  pace.  But  sales 
more  than  held  their  own  last  quarter,  rising  0.7%  on 
average.  As  a  result,  the  ratio  of  factory  inventories  to 
sales  ended  the  third  quarter  at  a  record  low  1.39. 

Moreover,  inventories  may  have  declined  in  Octo- 
ber. The  National  Association  of  Purchasing  Manage- 


CANADA 


INVENTORIES  WEIGH 
ON  FACTORY  ACTIVITY 


ment  reported  that  its  overall  business  index  slipp' 
from  51.7%  in  September  to  50.2%  in  October,  bar* 
above  the  50%  mark  separating  growth  and  contracts 
One  of  the  biggest  drags  came  from  a  drop  in  the 
ventory  index,  which  fell  to  38.9%  from  44.8%  (chai 
The  napm  said  that  a  reading  below  43%  was  consist 
with  a  drop  in  the  government's  tally  of  inventories 

The  industrial  outlook  also 
depends  on  future  demand. 
According  to  the  napm,  orders 
from  both  domestic  and  for- 
eign customers  grew  in  Octo- 
ber, but  at  a  slower  rate  than 
in  September  when,  according 
to  the  government's  data,  fac- 
tory orders  increased  2.7%. 
The  bulk  of  that  increase  in 
factory  orders  was  in  aircraft. 
And  foreign  airlines  are  buy- 
ing many  of  those  planes,  so  when  the  orders  are  fill 
it  will  boost  exports,  which  have  been  a  disappointnw 
so  far  this  year. 

For  now,  slow-but-steady  job  growth  and  rising  r\ 
wages  suggest  that  demand  is  plowing  ahead  in 
fourth  quarter.  And  the  tight  inventory-to-sales  raj 
and  high  level  of  orders  mean  that  the  economy  will  [ 
doing  just  fine  when  President  Bill  Clinton  retal| 
the  oath  of  office  in  January. 
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▲  PERCENT  REPORTING  INCREASES 
OR  IMPROVEMENT 

DATA:  NATIONAL  ASSOCIATION 
OF  PURCHAS'NG  MANAGEMENT 


JUST  WHAT  THE  DOCTOR  ORDERED 


Will  Canada's  stiff  fiscal  medi- 
cine put  the  economy  back 
on  its  feet?  Thanks  to  the  leeway 
provided  by  the  government's 
progress  on  reducing  its  deficit, 
the  Bank  of  Canada  has  pruned 
interest  rates  by  2}A 
percentage  points  since 
January  and  by  nearly 
5  points  since  May, 
1995.  The  prime  rate  is 
now  down  to  5%,  the 
lowest  in  two  decades. 

The  financial  mar- 
kets are  already  doing 
handsprings.  The 
Toronto  Stock  Ex- 
change's bellwether  300 
index  is  up  20%  this  year,  outper- 
forming the  16%  rise  in  the  Stan- 
dard &  Poor's  500-stock  index. 
The  previously  huge  spread  be- 
tween Canadian  and  U.  S.  10-year 
bond  yields  has  evaporated.  With 


ECONOMIC  GROWTH 
IS  PICKING  UP 
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▲  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA:  DATASTREAM  INTERNATIONAL 


less  borrowing  from  abroad,  the 
current-account  balance  has  posted 
its  first  quarterly  surplus  in  12 
years,  which  is  a  key  factor  in  the 
Canadian  dollar's  recent  strength. 
It  hit  75.2  cents  per  U.  S.  dollar 
on  Nov.  5,  nearly  a 
two-year  high. 

The  problem  is 
that,  so  far,  rate  cut- 
ting has  not  yet 
worked  its  magic  on  a 
moribund  domestic 
economy.  Exports  are 
strong,  but  job 
growth  remains  too 
slow  to  bring  down 
the  unemployment 
rate,  which  has  averaged  just  un- 
der 10%  since  June.  Retail  sales 
are  still  sluggish,  and  the  service 
sector  is  weak. 

But  all  this  may  be  changing. 
Interest-sensitive  sectors,  includ- 


ing housing  and  durable  goods, 
are  already  strengthening.  Third- 
quarter  real  gross  domestic  prod 
uct  appears  to  have  risen  about 
3%,  up  from  a  sickly  1.3%  pace  in 
the  first  half.  The  Canadian  Auto 
Workers  strike  at  General  Motors 
Corp.  will  hurt  fourth-quarter 
GDP,  but  analysts  are  increasingly 
looking  for  a  stronger  first  half  ol 
1997,  which  will  make  a  modest 
dent  in  the  jobless  rate.  But  with 
so  much  slack  still  in  the  econonr 
inflation  at  1.5%  in  September  wi 
remain  in  the  lower  half  of  the 
boc's  l%-to-3%  target  range. 

Finance  Minister  Paul  Martin 
has  suggested  that  Canada  can 
eliminate  its  deficit  by  decade's 
end,  and  private  analysts  say  the 
goal  is  achievable  in  the  absence 
of  a  recession.  In  the  meantime, 
Maitin  is  banking  on  lower  rates 
to  jump-start  the  economy. 
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Trie  era  oi  Java"  enterprise 
Computing  is  at  hand.  No  longer 
will  we  be  tied  to  a  single 
master.     As  of  today  we  consider 
the  following  to  be 

inalienable  and 


available 


to  all. 


stay,  just  ' 

steps  ^Bad  of  the^Jme  .  The 
right         a  cosM 
dynamic  with  the  VlS'iOIl  tO 

take  you  into  the 

fUtUre  .    And  not   only  do  you 
have  the  right   to  information 
technology  that  works  the  way 
you  want   it   to,    you  have  the 
r i  gh  t   to   change _j_t_jv 
[t   is  yourldue,   IlOW     13  tll6 
time   to  kealize  a  significant 
return  on  ypur  technological 
investment  .jjhis   is  not  simply 
about  new  systems,   it's  about  the 
emancipation  of   information.  Java 
Enterprise  Computing  is  here  and 

lt  .m  set  you 


free 


http://www.  sun.  com/liberty  or 

1-800-786-0785,  E*t.470. 

THE  NETWORK  IS  THE  COMPUTER'" 
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t  first  blush,  it 
looks  as  if  noth- 
ing much  hap- 
pened in  Ameri- 
on  Nov.  5.  Bill 
Clinton,  maintaining 
the  sizable  lead  he 
held  from  Day  One  of 
the  Presidential  cam- 
paign, won  an  easy  re- 
election over  his  Re- 
publican opponent. 
Bob  Dole.  Clinton  beat 
his  rival  49%  to  41%— 
independent  Ross  Per- 
ot garnered  just  8% — 
and  piled  up  379 
electoral  votes  to 
Dole's  159.  But  the 
victory  was  muted, 
because  Republicans,  struggling  to  stay 
afloat  amid  heavy  voter  resistance  to 
the  conservative  revolution  of  gop  fire- 
brands, hung  on  to  retain  control  of  Con- 
gress. Big  deal,  right? 

Well,  actually,  yes.  No  Democrat  has 
ever  won  the  White  House  while  the 
gop  held  Congress.  And  no  Democrat 
has  managed  to  win  a  second  term  since 
1936.  That  means  Franklin  Delano  Roo- 
sevelt, architect  of  the  modern  welfare 
state,  has  been  joined  on  a  pedestal  by 
William  Jefferson  Clinton,  who  pro- 
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CLINTON 
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8.5%  0 
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"Includes  District  of  Columbia 
***270  needed  to  win 
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the  GOP  managed  to 
hold  Congress  for  two 
successive  elections. 

Predictably,  both 
Clinton  and  Hill  con- 
servatives have  been 
quick  to  hail  the  out- 
come as  an  endorse- 
ment of  their  policies. 
Addressing  a  noisy  ■ 
Little  Rock  rally  in 
the  wee  hours  after 
Election  Day,  Clinton 
said:  "The  American 
people  have  spoken. 
They  have  affirmed 
our  course."  Coun- 
tered a  defiant  Gin- 
grich in  a  3:15  a.m. 
post-election  appear- 
ance in  Georgia:  "The  election  was  not 
about  liberalism,  because  nobody  was 
left  to  defend  it."  Added  Gingrich  aide 
Tony  Blankley:  "On  a  personal  level, 
[the  election]  is  also  a  vindication  for 
the  leadership  of  the  party"  (page  44). 

In  fact,  neither  side  won  a  mandate 
from  a  deeply  suspicious  electorate.  Vot- 
ers opted  for  divided  government,  pre- 
ferring the  prospect  of  continued  parti- 
san clashes  to  a  blank-check  policy  for 
either  major  party.  Business  leaders, 
who  considered  Clinton  relatively  non- 
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claimed:  "The  era  of  big  government  is 
over"  and  ended  the  poor's  60-year  en- 
titlement to  welfare  benefits. 

But  Clinton  isn't  the  only  politician 
who  made  history  on  Election  Day.  So 
did  Newton  Leroy  Gingrich,  the  Other- 
Man  of  Campaign  '96.  Although  the 
House  Speaker's  scorched-earth  tactics 
nearly  cost  his  party  control  of  Capitol 
Hill,  Republicans  fought  back.  They  lost 
ground  in  the  House,  but  retained  a 
slim  majority,  and  boosted  their  Senate 
margin.  The  upshot:  Not  since  1928  has 


threatening  but  had  sentimentally  grav- 
itated to  Dole,  are  resigned  to  the  divi- 
sion of  power  in  Washington. 

"Of  course,  I  would  have  liked  a  Re- 
publican to  win  the  Presidency,"  says 
Albeit  G.  Bersticker,  chairman  of  Ferro 
Corp.,  a  Cleveland-based  manufactur- 
ing concern.  "I'm  glad  Republicans  kept 
the  House  and  Senate.  It  forces  Clinton 
to  be  less  liberal  and  the  Republicans  to 
be  less  conservative." 

Business  leaders  seem  particularly 
pleased  that  the  election  will  reinforce. 


rather  than  weaken,  the  Presiden 
steady  march  toward  free-trade  pe- 
des. "Clinton  is  the  most  Republici 
Democrat  in  a  long  time,"  says  Raul 
Pedraza,  ceo  of  Eagle  Cos.,  a  Miai 
based  transportation-services  compai. 
"I'm  looking  forward  to  his  worki; 
with  Congress  to  bring  freer  trade."  t 
As  for  the  possibility  of  renewed  p;- 
tisan  stalemate,  execs  are  hoping  that 
can  be  held  to  a  minimum.  "We  do;t 
want  gridlock,"  says  Thomas  J.  Con 
ran  Jr.,  ceo  of  FelCor  Suite  Hotels  It) 
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Dallas.  "The  mood  is  different  now. 
eryone  seems  to  have  a  desire  to 
"k  together." 

Democrats  had  hoped  for  a  stronger 
;tion  mandate.  But  they,  too,  have 
epted  the  voters'  verdict.  "A  late 
ge  of  money,  plus  the  fact  that  the 
did  itself  some  good  this  summer  by 
ng  responsibly,  helped  save  Hill  Re- 
>lieans,"  says  University  of  Maryland 
urer  William  A.  Galston,  formerly  a 
[  Clinton  policy  adviser.  "At  the  mar- 
,  there  was  the  feeling  that  voters 


r 


The  U.S.  public 
chose  centrism  on 
Nov.  5  when  it 
voted  for  a  divided 
government 


don't  really  know  what  Bill  Clinton  is 
going  to  do.  People  still  think  he  needs 
somebody  around  to  chaperone  him." 

On  that  point,  voters  and  political  sci- 
entists agree.  Democrat  Tom  Summy, 
60,  an  Iowa  City  construction  execu- 
tive, is  typical  of  the  ticket-splitting 
breed.  He  cast  a  ballot  for  Clinton,  but 
backed  GOP  candidates  in  other  races. 
"It's  a  sign  of  the  distrust  of  politicians," 
he  says.  "People  don't  want  one  party 
with  total  control." 

By  rendering  a  split  decision  just 


two  years  after  they  ended  40  years  of 
Democratic  dominance  of  Capitol  Hill, 
Americans  are  demanding  a  continued 
check  on  Clinton's  submerged  liberalism 
and  the  more  overt  big-spending  ten- 
dencies of  congressional  Democrats.  At 
the  same  time,  they  want  to  counter- 
balance the  Gingrich-style  guerrilla  tac- 
tics that  led  to  two  government  shut- 
downs over  what  was  painted  as  an 
overzealous  GOP  drive  to  slash  the  so- 
cial safety  net.  "There  might  be  a  new 
consensus  emerging,"  says  Marshall  N. 
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Carter,  Chairman  of  Boston's  State 
Street  Boston  Corp.  "Americans  want 
government  to  be  concerned  about 
those  in  need,  but  to  use  Republican 
means." 

This  desire  for  centrism  clearly 
shaped  the  contours  of  the  campaign. 
Clinton,  who  once  intended  his  domestic 
legacy  to  be  national  health  insurance, 
wound  up  running  as  the  champion  of 
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fiscal  conservatism,  family  values,  and 
crime-fighting  initiatives.  Many  of  the 
GOP  congressional  incumbents  who  once 
brandished  copies  of  the  Contract  With 
America  became  advocates  of  biparti- 
san cooperation  once  they  hit  the  cam- 
paign trail.  They  boasted  of  votes  for 
raising  the  minimum  wage,  extending 
health  coverage  to  job-switching  work- 
ers, and  passing  environmental  laws. 
"People  are  not  looking  for  a  revolu- 
tion," says  Representative  Marge 
Roukema  (R-N.  J.),  a  leader  of  the  Hill's 
key  centrist  bloc  (page  42).  "They're 
looking  for  moderate  consensus-build- 
ing." Adds  Republican  business  lobbyist 
Wayne  Valis:  "We're  all  about  to  be- 
come raging  incrementalists." 

Certainly  the  reelected  Clinton, 
scarred  by  his  rocky  first  couple  of 
years  in  office,  harbors  no  thoughts  of 
grand  second-term  monuments.  The  top 
items  on  his  agenda:  cutting  a  bipartisan 
deal  to  balance  the  budget  by  2002,  fix- 
ing the  short-term  imbalance  in  the 


Medicare  trust  fund,  shoring  up  Social 
Security,  pushing  education  initiatives, 
and  continuing  progress  towards  dereg- 
ulation. The  only  new  item  on  the  list: 
campaign-finance  reform.  Reacting  to 
public  anger  over  the  Administration's 
involvement  in  the  Donorgate  scandal, 
White  House  planners  have  brazenly 
vowed  to  put  new  curbs  on  campaign 
spending. 

MUCH  ANGER.  The  drive  for  bipartisan- 
ship, however,  could  easily  be  derailed 
by  dueling  ethics  inquiries.  Stung  by 
Clinton's  teflon-like  ability  to  deflect 
Dole's  character  barrage,  many  Repub- 
licans want  to  brake  the  President's  mo- 
mentum with  a  new  wave  of  congres- 
sional investigations.  The  targets  range 
from  First  Lady  Hillary  Rodham  Clin- 
ton's legal  woes  to  improperly  obtained 
White  House  FBI  flies  to  questionable 
contributions  to  the  Democratic  Nation- 
al Committee.  Says  one  senior  GOP  Hill 
staffer:  "There  are  some  very  angry 
people  up  here  who  believe  the  Presi- 
dent lied  his  way  to  reelection." 

Democrats  will  counter  by  pressing 
the  House  ethics  committee's  ongoing 
probe  of  Gingrich's  finances  and  ties  to  a 
conservative  political  committee.  If  both 
sides  launch  competing  probes,  the  re- 
sult could  be  "political  warfare  at  its 
worst,"  warns  former  House  Democrat- 
ic Whip  Tony  Coelho,  who  quit  Con- 
gress after  his  own  brush  with  an  ethics 
flap  in  1989.  Adds  Lewis  E.  Piatt,  ceo 
of  Hewlett-Packard  Co.:  "We  need  to 
get  to  the  bottom  of  the  issues.  But 
I'm  concerned  about  it  tying  up  an  enor- 
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Veteran  GOP  war- 
rior Dole  (with 
Liddy  after  con- 
ceding) was  the 
sentimental 
favorite  of 
business  leaders. 
But  they'll  easily 
be  able  to  live 
with  a  Bill 
Clinton  subject  to 
the  checks  and 
balances  of  two 
parties  in  power 

mous  amount  of  [Congress']  time,  ij; 
could  be  very  disruptive."  In  the  er; 
says  a  top  White  House  aide,  "Repubre 
cans  will  have  to  get  over  it,  and  wrf 
start  getting  clown  to  business.  We  bot 
have  a  clear  interest  in  doing  this."  I 
In  the  meantime.  Clinton  will  be  bus 
reassuring  the  business  community.  Sol 
after  he  returns  to  Washington  frci 
Little  Rock,  he'll  send  executives  a  sil 
nal  of  his  desire  to  make  the  balances 


WHAT  MAY  FLY,  WHAT  WON'T   The  parties  agree  on  balancing  the  budget  and  probably 


can  con.  m 


BALANCING  THE  BUDGET  The  Presi- 
dent and  many  Hill  Republicans  desper- 
ately want  to  get  the  issue  behind  them. 
Look  for  them  to  cut  a  deal  in  the  first 
six  months — overriding  the  objections  of 
hard-core  House  gop  conservatives. 

T  CRIME  Both  parties  will  spend  more 
on  anti-drug  programs,  but  the  real 
battle  will  be  over  antiterrorism  initia- 
tives. Libertarian  Republicans  and  left- 
wing  Democrats  blocked  key  provisions 
this  year.  The  new  Congress  is  likely  to 
accept  a  plan  to  track  explosives. 


T  EDUCATION  AND  TRAINING  Clin 
ton  and  Hill  Republicans  were  close  to 
a  deal  this  year  to  replace  federal  job 
training  with  vouchers  for  private  pro- 
grams. That  is  likely  to  become  law, 
but  Clinton  won't  get  his  coveted  tax 
breaks  for  college  tuition. 


ENTITLEMENT  REFORM  A  bipartisan 
panel  to  make  long-term  Medicare 
reforms  is  just  about  a  sure  bet.  Both 
parties  will  want  to  resolve  the  prob- 
lems without  being  blamed  for  the  pain 
they  will  cause  future  retirees. 


▲  THE  ENVIRONMENT  Big  env 

mental  laws  will  be  up  for  consi 
tion,  including  Superfund.  A  bus 
backed  compromise  was  torpedc 
Republican  firebrands  in  the  las 
gress.  Under  the  influence  of  m< 
ates,  the  gop  will  sign  off  this  til 

REINVENTING  GOVERNMENT 

Gore  will  continue  his  push  to  re 
the  federal  workforce  and  make 
er  for  business  to  deal  with  goveji 
Congressional  Republicans  will 
not  enough  but  will  happily  go  a| 


i 
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Iget  a  top  priority.  How?  By  under- 
ring  that  second-term  economic  poli- 
will  remain  in  the  hands  of  probusi- 
is  moderates.  Although  Commerce 
sretary  Mickey  Kantor  is  likely  to 
iart,  Treasury  Secretary  Robert  E. 
bin  will  stay  on.  Along  with  new 
iget  Director  Franklin  D.  Raines,  a 
ner  Fannie  Mae  executive,  Rubin  & 
are  supposed  to  keep  Wall  Street 
>py.  The  markets  reacted  to  Wash- 


ington's new  power  equation  with  eu- 
phoria, soaring  to  a  new  record  on  Nov. 
6  (page  52).  And  the  good  vibes  would 
keep  rippling  if  Clinton  persuades  North 
Carolina  investment  banker  Erskine  B. 
Bowles,  who  has  been  reluctant  to  come 
to  Washington,  to  be  Chief  of  Staff,  re- 
placing Leon  E.  Panetta.  Says  a  senior 
Clinton  adviser:  "The  markets  need  to 
know  there's  going  to  be  no  backing  off 
on  fiscal  restraint." 


Still  nursing  the  wounds  from  the 
campaign,  Republicans  mutter  that  Clin- 
ton will  backslide.  But  as  a  lame  duck, 
he'll  have  other  preoccupations.  "Clinton 
will  be  thinking  about  his  place  in  his- 
tory," says  Will  Marshall,  president  of 
the  centrist  Progressive  Policy  Insti- 
tute. "He'll  feel  less  need  to  placate  his 
party's  factions."  Adds  White  House  Po- 
litical Director  Douglas  B.  Sosnik: 
"We're  going  to  see  government  from 
the  center." 

The  Administration's  first  priority  in 
January,  says  White  House  domestic 
policy  chief  Bruce  N.  Reed,  "will  be  to 
balance  the  budget."  With  both  sides  in 
agreement  on  a  zero-deficit  goal  by  2002, 
the  clash  will  be  over  the  details.  The 
fiscal  plan  Clinton  offered  a  year  ago 
called  for  a  15%  cut  in  domestic  spend- 
ing over  the  next  five  years — nearly 
30%  after  inflation.  That's  unacceptable 
to  most  Democrats  and  even  many  Re- 
publicans. Thus,  additional  savings  will 
have  to  come  from  entitlements,  espe- 
cially Medicare. 

While  candidate  Clinton  zapped  Re- 
publicans for  menacing  the  health-care 
program  for  seniors,  newly  reelected 
President  Clinton  knows  he'll  have  to 
both  squeeze  budget  savings  from 
Medicare  and  ensure  its  long-term  sta- 
bility. If  he's  prepared  to  strike  a  quick 
budget  deal,  including  $150  billion  or  so 
in  Medicare  savings,  the  gop  congres- 
sional majority  is  likely  to  go  along. 

Republicans  are  also  inclined  to  ac- 
cept another  Clinton  initiative:  creation 
of  a  bipartisan  commission  to  find  a 


pension  portability — but  that  leaves  plenty  of  issues  to  fight  over  during  the  next  two  years 


\  big  tax  cut  is  out,  but  Clinton 
orward  a  package  of  middle- 
>ita!-gains  tax  cuts.  Hill  Repub- 
II  counter  with  a  broader  capi- 
cut  and  may  push  for  broad  tax 
ring.  The  likely  deal:  Clinton 
is  middle-class  reduction  and 
)er  cuts  in  capital-gains  levies. 

TH  CARE  Clinton  vows  to  expand 
•e  coverage  for  children  and  the 
ed.  The  Republican  Congress  will 
care  but  may  expand  limits  on 
Dr  the  unemployed. 


▼  WELFARE  REFORM  Clinton  will 
push  hard  for  more  training  and  child 
care,  while  restoring  the  social  safety  net 
for  legal  immigrants.  Republicans  will 
resist  spending  any  more  money  on  the 
program.  Clinton  will  only  get  crumbs. 


PENSION  REFORM  Clinton  will  want  to 
let  workers  carry  pensions  from  one  job 
to  another  and  prevent  companies  from 
raiding  retirement  funds — both  priorities 
of  labor.  Though  worried  about  increased 
regulation,  Republicans  will  go  along 
with  watered-down  pension  portability. 


▲  REGULATION  A  mixed  bag  here. 
Clinton  will  impose  some  tough  new 
rules  on  tobacco,  but  continue  efforts 
to  ease  the  regulatory  burden  on  health 
and  safety  issues.  No  big  new  antitrust 
initiatives  are  likely. 

TRADE  Clinton  will  attempt  to  expand 
nafta  to  Chile  and  bring  China  into  the 
world  trading  system.  He  will  run  into 
fierce  resistance  from  protectionists  in 
both  parties,  but  with  the  help  of  the 
gop  leadership,  the  President  is  likely 
to  prevail. 
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long-term  fix  for  runaway  Medicare 
spending.  Some  Clintonites  would  like  to 
have  the  panel  appointed  right  after  the 
105th  Congress  convenes,  so  recom- 
mendations could  be  issued  within  a 
year.  Despite  some  initial  reluctance — 
part  of  the  gop's  general  post-election 
sulk — Republicans  will  probably  sign  on. 

Swirling  around  all  the  talk  of  enti- 
tlement reform  is  the  explosive  issue 
of  partial  privatization  of  Social  Securi- 
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ty.  Supported  by  Wall  Street  and  many 
on  Main  Street,  a  dramatic  step  to  boost 
the  trust  fund's  return  on  investment 
has  strong  backing  from  Hill  Republi- 
cans. The  Administration  may  use  yet 
another  commission  to  stall  any  shift, 
while  pushing  less  radical  changes  in 
the  program,  such  as  another  hike  in 
the  retirement  age.  Another  early  test 
of  both  parties'  commitment  to  reform: 
Will  they  tie  annual  Social  Security  cost- 
of-living  increases  to  a  more  realistic 
measure  of  inflation,  rather  than  the  ar- 
tificially high  Consumer  Price  Index? 
NO  HOPE.  While  some  progress  seems 
assured  on  entitlements,  the  prognosis  is 
less  optimistic  for  tax  restructuring.  As 
long  as  Clinton  resists  a  major  over- 
haul of  the  tax  code,  Republicans  have 
little  hope  of  pushing  a  reform  bill 
through  Congress.  About  the  best  they 
can  hope  for  is  a  continuing  round  of 
hearings  aimed  at  spotlighting  the  need 
for  a  major  revamping  of  the  system. 

In  truth,  Clinton  and  most  lawmakers 
are  great  fans  of  targeted  tax  breaks. 
And  there  will  be  plenty  of  them  in  the 
next  Congress.  In  '97,  the  President 
will  have  to  deliver  on  his  promise  of 
middle-income  tax  relief.  And  he'll  push 
for  college-tuition  tax  credits,  a  capital- 
gains  break  for 
home  sellers,  and 
tax  incentives  for 
employers  who 
hire  former  wel- 
fare recipients.  In- 
siders expect  a 
major  effort  to  re- 
form the  taxation 
of  foreign-source 
income  as  well. 
And  it  won't  be  a  surprise  if  a  broad 
capital-gains  tax  cut  bubbles  its  way  to 
the  surface  as  a  deal-sealer. 

The  biggest  threat  to  business  will 
be  a  Democratic  assault  on  corporate 
subsidies,  which  seems  likely  even  with 
the  gop  in  control  of  Congress.  "Cor- 
porate welfare  will  be  a  big,  big  item," 
says  Gillian  Spooner,  a  partner  at  the 
accounting  firm  kpmg  Peat  Marwick. 
Among  the  potential  targets  are  rules 
that  permit  companies  to  use  prior-year 


operating  losses  to  reduce  their  current 
tax  liability  and  those  that  limit  favor- 
able tax  treatment  of  hybrid  securities 
that  are  equities  masquerading  as  debt. 

The  welfare-reform  debate  could 
prove  to  be  a  litmus  test  of  bipartisan- 
ship— just  as  it  was  in  1996.  Clinton 
vowed  to  amend  last  year's  historic  bill 
by  making  two  key  changes:  restoring 
benefits  for  legal  immigrants  and  pro-' 
viding  more  incentives  for  business  to 


hire  poor  mothers.  Republicans  will  i- 
sist  major  revisions,  which  would  be  M 
pensive,  but  they  might  go  along  wty 
some  modest  work  incentives.  Says  im 
mer  White  House  Staff  Secretary  Joja 
D.  Podesta:  "Chances  for  [Democrat!, 
restoring  the  entitlement  are  nil." 

Clinton  proposals  to  make  furth; 
small-scale  expansions  in  health  covtji 
age  also  face  tough  sledding.  He'd  li& 
to  build  on  last  year's  insurance  porlf 


IT'S  THE  YEAR  OF  THE  MODERATE' 
ON  CAPITOL  HILL 


Newt  Gingrich  still  will  wield  the 
gavel  as  Speaker  of  the  House. 
Trent  Lott  will  continue  to  control 
the  legislative  calendar  as  Senate 
Majority  Leader.  Richard  A.  Gephardt 
and  Tom  Daschle  again  will  lead  the 
opposition.  But  the  real 
power  brokers  in  the  105th 
Congress  may  turn  out  to 
be  a  bunch  of  unknown  lawmakers  with 
names  like  Condit,  Collins,  Hinojosa, 
Stabenow,  and  McCarthy. 

They're  charter  members  of  the  Mod 
Squad — some  60  middle-of-the-road  Hill 
Republicans  and  Democrats  determined 
to  prevent  them  parties'  noisy  partisan 
fringes  from  setting  the  national  agenda. 
With  the  gop  holding  narrow  majorities 
of  20  seats  in  the  House  and  9  in  the 
Senate,  this  bipartisan  bloc  suddenly  has 
become  the  key  swing  vote  on  Capitol 
Hill.  "It's  the  year  of  the  moderate," 
says  one  Squad  leader,  Representative 
Sherwood  L.  Boelhert  (R-N.  Y.),  who  has 
pushed  the  gop  toward  a  more  enviro- 
friendly  stance. 

Republican  Mod  Squaders  are  dispro- 
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THE  NEW  LOOK 

OLD*     NEW     GAIN/LOSS    OLD     NEW  GAIN/LOSS 

REPUBLICANS 

235  226     -9     53    54  +1 

DEMOCRATS 

197  206     +9     47    45  -2 

INDEPENDENTS 

1     1       0      0     0  0 

*Two  seats  were  vacant      DATA:  associated  press,  cnn 
One  Senate  and  two  House  seats  were  undecided 

portionately  from  the  Northeast  and 
Midwest,  while  the  centrist  Democrats 
hail  from  all  regions.  And  though  they 
don't  agree  on  everything,  they  concur 
on  this:  'Teople  want  politicians  to  cool 
the  rhetoric,  cut  the  partisanship,  and  get 
the  job  done,"  asserts  North  Carolina 
Democrat  David  E.  Price,  who  just  re- 
gained the  seat  he  lost  in  1994  to  GOP 
freshman  Fred  K.  Heineman. 

The  centrists'  top  priority  next  year: 


prodding  less  flexible  colleagues  i 
consensus  budget-balancing  plan, 
the  wish  list  are  "common  sense" 
reform,  regulatory  relief  for  busi 
doesn't  shred  environmental  and 
protections,  a  streamk'ning  of  the 
Drug  Adrninistratioj 
campaign-finance  n 
The  coalition  also 
block  attempts  by  President  Clini 
liberalize  the  welfare-reform  law 
signed  this  fall.  "We  intend  to  dri 
cy,"  says  four-term  Representativ 
A.  Condit  (D-Calif.),  leader  of  20 
ate  and  conservative  House  Demi 
known  as  the  "Blue  Dogs."  Adds 
Representative  Marge  Roukema 
N.  J.):  "The  result  will  be  more  s« 
policy  and  less  right-wing  rhetori 
NEW  DOG  DEMOCRATS.  For  now, 
ington's  political  leaders  say  they' 
ball  with  the  centrists.  Clinton  ac 
edged  in  his  victory  speech  on  N< 
that  the  public  wants  the  pols  to 
together,"  and  Gingrich  extended  r 
thorny  olive  branch  to  the  Presid 
"We'll  give  him  his  chance  to  lead 
direction  he  campaigned  in."  Add; 
Minority  Leader  Daschle  (D-S.  D. 
have  to  govern  from  the  center." 

Still,  some  House  gop  leaders  y 
ready  to  abandon  then-  combative 
House  Majority  Whip  Tom  DeLa; 
Tex.)  calls  the  election  "a  huge  m 
for  conservatives.  Indeed,  with  9( 
the  heavily  conservative  freshmai 
surviving  reelection,  the  firebranc 
main  in  firm  control  of  the  House  I 
caucus.  "We're  not  going  to  stop  If 
ing]  just  because  Bill  Clinton  was 
ed  President,"  DeLay  snaps. 

But  voters  are  telling  lawmakes 
reach  out  across  party  fines  to  so 
problems.  So  the  new  gop  centris 
to  challenge  them  party's  right  wis 
with  enough  numbers  to  hold  vet 
over  legislation,  they  have  singul;' 
age.  "Moderates  will  not  be  afrakt' 
speak  up,"  says  Representative  S3 
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ity  bill  by  providing  benefits  for  the 
employed,  and  may  try  to  extend  cov- 
ige  to  children  of  working-class  par- 
ts through  the  Medicaid  program. 
>th  ideas  will  be  fought  by  the  Re- 
blican  majority.  "The  liberal  agenda 
w  runs  to  these  micro-mandates 
her  than  direct  spending,"  says  Re- 
blican  theorist  William  Kristol.  "Busi- 
es has  every  reason  to  resist  them." 
Corporate  lobbyists  have  other  con- 


cerns. At  the  top  of  the  list:  deregula- 
tion of  the  $200  billion  electric-utility 
industry.  That  will  pit  Big  Business, 
which  largely  favors  the  idea,  against 
small  business  and  consumer  groups, 
who  fear  higher  rates.  While  not  a  par- 
tisan spat,  "This  is  a  huge  issue,"  says 
R.  Bruce  Josten,  senior  vice-president  of 
the  U.  S.  Chamber  of  Commerce. 

House  Republicans  hope  to  renew 
their  push  for  another  pet  business  is- 


ON'S  END:  North  Carolina's 
ints  to  ''cool  the  rhetoric" 

-N.  Y.),  a  member  of  the  class  of 
won  reelection. 

on  the  Mod  Squad?  Republican 
>rs  in  the  House  include  moder- 
?rvative  members  of  the  "Al- 
nd  the  "Lunch  Bunch,"  a  group 
ts  a  bipartisan  solution  to  the 
!  mess  but  remains  committed  to 

smaller-government  philosophy, 
e  Dogs"  lean  right  on  fiscal  and 
ues,  and  seek  tax  reform  and 
■y  relief  for  business.  "The  trou- 
[the  Blue  Dogs],"  sniffs  Gingrich 
y  Blankley,  "is  that  they  never 
<  cut  they  could  stand."  Then 
!  the  "New  Dogs,"  a  Clin- 
clique  that's  conservative  eco- 
'  and  more  liberal  on  social  is- 
;  New  Dogs  back  the  President's 
1  spending  push  but  would  pay 
cutting  other  programs, 
ime  will  tell  if  the  group's  bite  is 

its  bark.  Potential  New  Dog 
re  Price  and  Debbie  Stabenow, 
ner  Michigan  state  senator  who 
m  instant  star  by  upending  GOP 
eshman  Dick  Chrysler  (R-Mich.). 
)derate  freshmen:  Ruben  Hino- 
a  food-processing  executive  from 
io  Grande  Valley;  Ellen  0. 
,  44,  who  owns  a  San  Francisco 

company  that  screens  child-care 
i;  and  former  Republican  Car- 
!arthy,  52,  whose  husband  was 
;he  1993  Long  Island  railway 


massacre.  New  Senate  centrists  include 
Republican  Susan  Collins  of  Maine  and 
Democrats  Tim  Johnson  of  South  Dakota, 
Mary  Landrieu  of  Louisiana,  and  Max 
Cleland  of  Georgia. 

The  Mod  Squad  can't  wait  to  flex  its 
muscle.  North  Carolina's  Price  is  already 
planning  a  bipartisan  retreat  in  Febru- 
ary. Meanwhile,  the  Blue  Dogs  and  the 
Alliance  are  working  together  to  develop 
a  tax-reform  plan  by  Apr.  15.  Above  all, 
moderates  are  committed  to  forcing  the 
Administration  and  Congress  to  balance 
the  budget.  "We're  going  to  hold  every- 
one's feet  to  the  fire  to  make  sure  we 
stay  committed,"  says  Condit. 

These  raging  centrists  know  progress 


EX-REPUBLICAN:  McCarthy  of  New  York 
is  a  new  middle-of-the-road  Democrat 

will  be  slow,  and  they're  sure  to  face  re- 
sistance from  unreconstructed  ideologues 
who  would  rather  score  political  points 
than  tackle  difficult  problems.  But  they 
think  the  voters'  divided  verdict  of  '96 
was  a  clear  message  to  try  a  new  path. 
"Both  parties  now  realize  that  the  old 
way  is  neither  productive  nor  politically 
smart,"  says  Representative  Chet  Ed- 
wards (D-Tex.),  a  moderate  member  of 
the  Democratic  leadership.  Now,  the  Mod 
Squad's  job  is  to  convince  colleagues  that 
its  low-key  approach  to  problem-solving 
is  the  only  way  to  go. 

By  Richard  S.  Dunham 
in  Washington 


sue:  legal  reform.  In  the  104th  Con- 
gress, GOP  hardliners  fumbled  the  ef- 
fort by  pushing  for  a  bill  that  went 
overboard  on  restricting  punitive  dam- 
ages and  requiring  that  losers  of  law- 
suits pay  legal  costs.  This  time  they'll 
scale  back  their  ambitions.  Business  may 
have  to  settle  for  a  modest  revamping 
of  product-liability  laws. 
SCROOGES?  Other  measures,  such  as 
Democratic-backed  initiatives  to  let 
workers  keep  pension  benefits  as  they 
shift  jobs,  will  have  an  excellent  chance. 
So  will  a  restructuring  of  federal  job- 
training  programs.  A  good  bet:  Workers 
will  be  given  vouchers  to  pay  for  their 
own  training,  and  government-mandated 
programs  will  wither. 

Thus  far,  Clinton  has  avoided  ideo- 
logical spats  over  his  selections  for  the 
federal  bench.  He'll  have  to  tread  more 
carefully  when  it  comes  to  the  U.  S. 
Supreme  Court.  In  what  could  be  his 
most  lasting  legacy,  he'll  have  a  chance 
to  pick  as  many  as  three  more  justices 
for  the  Supreme  Court.  That  would 
mean  he  will  have  chosen  a  majority  of 
the  High  Court  by  2000.  The  gop  Sen- 
ate will  make  trouble  for  any  court  pick 
viewed  as  out  of  the  mainstream. 

Taken  as  a 
whole,  Clinton's 
Act  II  is  not  an 
agenda  for  a  ma- 
jor shakeup  of  the 
status  quo.  It 
does,  however,  re- 
flect the  new 
shared  power 
equation  in  Wash- 
ington, a  calculus 
that  pits  a  widely 
distrusted  and 
ethically  chal- 
lenged President 
against  a  Republi- 
can Congress  that 
many  voters  sus- 
pect consists  of 
insensitive  Scrooges.  Under  this  sce- 
nario, says  one  contented  business  lob- 
byist, "Nothing  big  or  even  vaguely  par- 
tisan moves.  It's  something  my  people 
can  live  with." 

So,  two  cheers  for  divided  govern- 
ment. It  seems  to  be  the  unambiguous 
verdict  of  the  electorate.  It  isn't  giving 
Corporate  America  the  willies.  And  in 
the  end,  if  Republicans  and  Democrats 
refrain  from  their  natural  impulse  for 
partisan  bloodletting,  it  could  even  pro- 
duce a  centrist  agenda  in  tune  with 
America  in  an  era  of  diminished  expec- 
tations for  government — and  shattered 
faith  in  politicians. 

By  Howard  Gleckman,  with  Lee 
Walczak,  in  Washington,  Mary  Beth 
Regan  in  Little  Rock,  Paul  Magnusson 
in  Russell,  Kan.,  and  bureau  reports 
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WHAT'S  NEXT  FOR 
THE  FRAGMENTED  GOP? 

The  party  lacks  a  leader-and  a  clear  direction 


He  began  the  campaign  looking  every 
inch  the  Senate  Majority  Leader 
who  reigned  supreme  on  Capitol 
Hill:  Bob  Dole,  immaculate  in  a  dark 
suit  and  crisp  white  shirt.  He  ended  it 
in  a  frantic  96-hour  dash  across  Ameri- 
ca, a  hoarse,  haggard  figure  in  a  rum- 
pled white  golf  jacket.  Groggy  Republi- 
cans who  turned  out  at  predawn  rallies 
caught  only  a  glimpse  of  a  spectral  An- 
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cient  Mariner  who  whispered  "Trust," 
then  boarded  the  ghost  ship  of  his  char- 
tered jet  for  an  unknown  destination. 

Despite  a  furious  closing  blitz  that 
sliced  Bill  Clinton's  lead  nearly  in  half, 
Robert  J.  Dole— the  last  of  the  World 
War  II  generation  of  Republican  lead- 
ers— lost  big.  A  moderate  caught  in  his 
party's  rightward  drift,  he  waged  a  cam- 
paign that  was  long  on  aggression  but 
short  on  conviction.  Dole  trumpeted  a 
tax  cut  he  didn't  seem  to  believe  in, 
pushed  "wedge"  issues  he  reviled,  and 
even  felt  compelled  to  pick  a  running 
mate  he  detested.  He  exited  amid  a 
scalding  stream  of  accusations  about 
White  House  ethics  problems,  a  last- 
minute  assault  that  may  have  helped 
buoy  the  gop  in  congressional  races. 
TOO  TIMID?  Already,  the  Religious  Right 
is  pinning  the  loss  on  Dole's  failure  to 
highlight  moral  issues.  Economic  con- 
servatives contend  that  his  tax  cut  was 
too  timid,  since  he  balked  at  radical  re- 
form. With  equal  fervor,  social  moder- 
ates insist  Dole's  refusal  to  repudiate 
party  extremists  alienated  women  and 


swing  voters.  Indeed,  soc-  JM 
cer  moms  and  working 
women  rejected  him  in 
droves,  leaving  him  with 
only  37%  of  women's 
votes.  "Abortion,  the 
Christian  Coalition,  and 
Pat  Buchanan  did  more 
damage  to  Dole  than  any 
tax  plan,"  says  GOP  ana- 
lyst James  P.  Pinkerton. 

Maybe.  But  the  split 
verdict  provides  a  divid- 
ed gop  with  few  clues  to  a 
future  path.  "In  George 
Bush  and  Bob  Dole,  we've 
had  two  not-very-exeiting 
candidates  run  two  not- 
very-good  campaigns," 
muses  Lyn  Nofziger, 
White  House  aide  to  Pres- 
idents Nixon  and  Reagan. 
"My  generation  is  now  out 
of  the  picture.  As  for 
the  Reagan  coalition — I 
say,  'What  coalition?'  Bush 
and  Dole  kicked  away 
Reagan  Democrats  and 
Catholics  and  blue-collar 
voters  until  there  was  nothing  left." 

So  conservatives  are  bitter.  But  mod- 
erates aren't  much  happier.  "We  waged 
a  campaign  that  was  a  running  argu- 
ment with  the  American  people  on  is- 
sues ranging  from  abortion  to  educa- 
tion to  assault  weapons,"  says  former 
New  Jersey  Governor  Thomas  H.  Kean, 
now  president  of  Drew  University.  "The 
question  for  Republicans  is:  'How  badly 
do  we  want  to  win?' "  That,  Kean  says, 
"means  getting  back  in  the  center." 


ELECTION  '96 


The  gender  gap  was 
huge.  Soccer  moms 
and  working  women  rejected  Dole  in  droves, 
He  won  only  37%  of  the  female  vote 


To  complicate  matters,  Dole's  fa 
out  leaves  the  gop  without  a  unify 
leader — a  role  Dole  assumed  in  19 
after  George   Bush's  White  Ho 
ouster.  "We  have  no  Reagan-like  he 
figure  to  look  to,"  notes  former 
nesota  Representative  Vin  Weber, 
next  Presidential  race  will  be  more 
open  than  any  in  my  lifetime." 

Actually,  the  jockeying  already 
begun.  By  default,  Dole's  running  rrol 
Jack  Kemp,  starts  off  as  a  consenl 
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THE  CLASS  OF  2000   An  early  line  on  Republican  contenders  for  the  next  Presidential  ram 


VEEPS  Jack  Kemp  is 
an  early,  shaky  front- 
runner.  His  white- 
gloves  campaign  this 
year  angered  true 
believers,  and  his 
tax-cutting  message 
didn't  serve  him  well 
in  his  debate  with  Al 
Gore.  If  Kemp  fades, 
Dan  Quayle  still 
nurses  hopes  for  a 
White  House  run. 


HERO  WORSHIP 

Colin  Powell  is  wildly 
popular  with  party 
moderates  and  has 
big  crossover  appeal. 
His  convention 
speech  on  Dole's 
behalf  was  boffo,  but 
he  barely  cam- 
paigned for  the  tick- 
et— and  right-wingers 
threaten  a  bloodbath 
if  he  mounts  a  bid. 


BELTWAY  CROWD 

If  Mississippi's  Trent 
Lott  continues  to  be 
a  savvy  dealmaker, 
he'll  be  a  contender. 
Other  Presidential 
timber:  Senators 
Fred  Thompson  of 
Tennessee  and  John 
McCain  of  Arizona. 
Gen  X  wannabe: 
Representative  John 
Kasich  of  Ohio. 


PRAGMATIC  GOVS 

Wisconsin's  Tommy 
Thompson  and  Michi- 
gan's John  Engler 
might  go  for  the  prize 
in  2000.  If  California 
Attorney  General  Dan 
Lungren  wins  his  race 
for  governor,  he'll  be 
a  contender.  The 
horse  with  the  most 
potential:  Texas  Gov- 
ernor George  Bush. 


RIPON  SOCIETY 
REDUX  Governor 
Christine  Todd  Whit- 
man, impressive  in 
her  campaigning  for 
Dole,  is  a  player. 

SECOND  TIME 
AROUND  Dust  off 
those  plaid  work 
shirts.  Lamar  Alexan 
der  may  try  again. 
Ditto  Pat  Buchanan. 
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And  they're  mrning  to  us  by  the  thousands. 


it's  true  there's  safety  in  numbers,  then  State  of  the  Art's 
MAS  90"  for  Windows'8  must  be  bulletproof, 
ter  all,  it's  selling  at  six  times  the  rate  of  its  closest 
petition.  And  it's  the  leading  choice  of  accounting 
rtments,  CPAs  and  finance  professionals, 
le  reasons  are  simple. 

exibility,  for  one.  The  built-in  customization 
ration  and  report-writing  capabilities  are 
;ned  to  fit  most  any  kind  of  company  today, 
:  adapting  to  tomorrow's  changing  needs, 
s  also  amazingly  intuitive  —  a  smooth. 


ate  Of  The  An.  Inc.  MAS  W  and  MAS  'XI  foe  Windows  are  trademarks  "I 

The  An.  Inc .  and  Windows  is  a  registered  trademark  of  the  Microsoft  fjirporanori 


comfortable  accounting  software  program  that's  designed  to 
work  the  way  users  think. 

Plus,  migrating  from  the  original  MAS  90  is  quick  and 
easy.  And  the  Windows  and  DOS  versions  can  even  be 
used  simultaneously. 

For  more  information,  or  a  complimentary  demo 
disk,  just  call  State  Of  The  Art  at  1-800-390-3646. 
Or  you  could  just  ask  a  few  colleagues. 
A  few  thousand,   


maybe 


MAS 


for  windows* 


90 


Strength 


in  n  it  in  Hers. 


All- American  pick  for  2000.  He  initially 
impressed  Republicans  with  his  enthu- 
siasm. But  the  glow  faded  fast.  Conser- 
vatives now  carp  that  Kemp's  refusal 
to  rip  into  Clinton  put  too  much  of  the 
attack  burden  on  Dole.  Moderates  were 
disappointed  in  Kemp's  muzzy  debate 
performance  and  feel  his  tax-o-centric 
views  make  him  a  one-note  candidate. 
"Kemp  will  stall  with  a  big  lead,  but  his 
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support  will  be  thin,"  says  economic 
consultant  Jeffrey  Bell. 

Next  to  Kemp,  the  gop's  most  recog- 
nizable marquee  figure  is  retired  gener- 
al Colin  L.  Powell.  But  the  self-de- 
scribed "Rockefeller  Republican," 
remains  noncommittal  about  a  future 
political  role.  "He  still  doesn't  know 
what  he's  doing  about  2000,"  shrugs  an 
aide.  One  reason:  aversion  to  igniting 


an  intraparty  civil  war.  "Powell's  run 
would  trigger  an  ideological  bloodbath," 
frets  GOP  pollster  William  Mclnturff. 

In  Congress,  where  the  eternal  flame 
of  ambition  never  flickers,  there's  no 
shortage  of  Republicans  with  White 
House  ambitions.  New  Senate  Majority 
Leader  Trent  Lott,  a  smooth-talking, 
deal-cutting  Mississippian,  is  a  rising 
star.  Conservatives  also  like  Tennessee's- 
Fred  Thompson,  a  folksy  former  actor 
with  charisma,  and  Arizona's  John  Mc- 
Cain, a  former  Vietnam  pow  whose 
Western  cool  masks  a  tough  partisan 
streak.  House  Budget  Committee  Chair 
John  R.  Kasich,  a  young,  passionately 
conservative  Ohioan,  is  plotting  a  run. 
But  skeptics  feel  that  Kasich  is  too 
green — and  raise  doubts  about  the  via- 
bility of  other  Beltway  candidates  in  a 
time  of  voter  antipathy  to  Washington. 

That  leaves  the  governors.  If  their 
regional  popularity  holds,  Michigan's 
John  Engler  and  Wisconsin's  Tommy  G. 


Thompson  might  seek  the  prize  in  20 
Amd  if  New  Jersey's  Christine  To 
Whitman,  a  pro-choice  Republican,  w 
big  next  year,  moderates  will  agiti 
for  her  to  seek  the  White  House.  1 
other  great  centrist  hope:  Massac! 
setts'  William  F.  Weld,  who  lost  his  1 
for  a  Senate  seat  but  remains  a  for 
Says  the  gop's  Weber:  "I  predict  I 
publicans  will  see  a  major  pro-cho 
contender  in  2000." 

New  Hampshire  kaffeeklatsches  rr 
soon  be  packed  with  other  Republica 
including  '96  retreads  Pat  Buchanan  s 
Lamar  Alexander.  But  while  the  2( 
crowd  goes  scouting,  a  more  pros 
task  awaits  rank-and-file  Republica 
getting  the  party's  message  back 
synch  with  voters  who  find  "revolutii 
a  deeply  unsettling  concept,  and  ree 
structing  an  electoral  base  that  in  a  i 
years  has  gone  from  being  considerei 
"lock"  to  merely  being  luckless. 

By  Lee  Walczak  in  Washing] 


A  KINDER.  GENTLER  NEWT? 


N 
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I  ever  mind  that  House 
Speaker  Newt  Gingrich 
I  may  be  the  most  un- 
popular politician  in  Ameri- 
ca. The  caustic  Georgian  is 
hailing  the  gop's  slim  victoiy 
in  House  elections  on  Nov.  5 
as  nothing  less  than  a  per- 
sonal vindication.  "I  feel  a 
wonderful  sense  of  fulfill- 
ment," said  Gingrich,  wiio 
becomes 
the  first 
Republi- 
can since  1928  to  serve  con- 
secutive terms  as  Speaker. 
"The  American  people 
looked  beyond  all  the  name-  ' 
calling,  all  the  demagoguery,  and  all 
the  negative  ads,"  and  returned  the 
GOP  to  its  dominance  in  the  House. 

Still,  few  Republicans  would  view 
Election  '96  as  a  Gingrich  triumph. 
Voters  didn't  reelect  Republicans  to 
continue  his  revolution  so  much  as  to 
keep  a  check  on  President  Clinton. 
And  that  means  a  very  different  Gin- 
grich will  be  in  charge  come  1997. 
Representative  W.J.  "Billy"  Tauzin 
(R-La.)  says  the  Speaker  realizes  he 
must  "take  the  hard  edge  off  and  sell 
the  Republican  agenda  one  item  at  a 
time  in  a  moderate,  practical  tone." 

The  '96  campaign  was  a  sobering 
comeuppance  for  Gingrich.  His  over- 
size ego  and  strategic  blunders — par- 
ticularly a  decision  to  force  a  govern- 
ment shutdown  over  a  budget  dispute 


GINGRICH:  He'll  "take  the  hard  edge  off,"  says  a  colleague 


with  Clinton  a  year  ago — angered  vot- 
ers. He  wasn't  helped  by  dozens  of 
Democrat-filed  ethics  complaints, 
which  he  dismisses  as  groundless  ha- 
rassment. As  a  result,  Gingrich  kept  a 
low  profile  for  much  of  this  year,  serv- 
ing his  party  mostly  as  a  fund-raiser 
and  behind-the-scenes  strategist. 
WOUNDED.  Now,  with  his  GOP  majori- 
ty down  by  some  9  seats  from  the 
current  235,  he  may  have  to  work 
with  a  bloc  of  30  centrist  Democrats 
to  seek  bipartisan  consensus,  some- 
thing he  couldn't  be  bothered  with  in 
1995.  "Newt  will  either  deal  with 
conservative  and  moderate  Democ- 
rats or  he  won't  have  a  working  ma- 
jority," says  Representative  Chet  Ed- 
wards (D-Tex.). 

Moreover,  the  53-year-old  Georgian 


will  have  to  share  leader- 
ship power.  House  Majority 
Leader  Richard  K.  Armey 
(R-Texas),  Majority  Whip 
Tom  DeLay  (R-Texas),  and 
Budget  Committee  Chair- 
man John  R.  Kasich  (R- 
Ohio)  all  will  take  on  more 
prominent  roles.  And  Sen- 
ate Majority  Leader  Trent 
Lott  (R-Miss.),  who  won  bi- 
partisan raves  for  brokering 
deals,  likely  will  become  the 
top  Hill  Republican.  Says 
Republican  strategist 
William  Kristol:  "Newt  was  | 
wounded  in  this  campaign. 
Lott  is  nowT  the  most  impor- 
tant Republican  in  Washington." 

None  of  that  will  stop  Gingrich 
from  devising  a  new  GOP  game  plan, 
and  possibly  plotting  a  White  House 
bid  for  2000.  "Newt  will  be  back  with 
a  vengeance,"  predicts  Brookings  In- 
stitution political  scientist  Bruce  L.  R. 
Smith.  Gingrich's  immediate  goal  is  to 
regain  the  budget-balancing  offensive 
he  held  until  Democrats  cast  the  GOP 
Congress  as  a  bunch  of  zealots  out  to 
slash  popular  environmental,  educa- 
tion, and  entitlement  programs  to  fi- 
nance tax  cuts  for  the  rich.  Even  if  he 
succeeds,  though,  he  will  be  a  far  cry 
from  the  cocky  Speaker  who  once 
ruled  Capitol  Hill  with  an  iron  gavel. 

By  Richard  S.  Dunham  in 
Washington,  with  David  Greising 
in  Atlanta 
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The  new  Mita  Color  Imaging  System. 
Please  don't  call  it  a  copier. 

x>lor  is  a  powerful  business  tool.  And  Mita's  new  Point  Source™  Ci-7500  is  a  powerful  color  imaging  system.  From  a 
ly  artistic  point  of  view,  it's  more  brilliant  than  the  average  color  copier.  It  renders  breathtaking  1 1  x  17  full-bleed 
;es,  with  true  continuous  tone  reproduction.  Connected  to  a  Fiery™  Network  Controller,  it's  a  400  DPI  color 
printer/scanner.  From  a  business  perspective,  it  offers  advanced  finishing  options —  # 
duplexing,  sorting,  stapling.  And  you  can  mix  documents — it  switches  automatically  mita 
between  black  &  white  and  color  modes.  See  the  new  Mita  Ci-7500  Color  Imaging  System.  ^ 

Enjoy  the  view.  Color  Imaging  System 
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FOREIGN  POLICY: 

ONCE  MORE,  WITH  VISION 

Clinton  must  develop  a  strategy  beyond  crisis  management 


From  the  get-go,  Bill  Clinton  has 
been  a  reluctant  foreign  policy  Pres- 
ident. He  won't  have  that  luxury 
any  longer.  Too  often  guided  by  domes- 
tic political  concerns  in  his  first  term, 
the  President  has  made  trade  and  secu- 
rity decisions  that  will  dog  him  in  his 
second. 

A  new  team  will  be  in  place,  with 
Secretary  of  State  Warren  M.  Christo- 
pher and  Defense  Secretary  William  J. 
Perry  expected  to 
depart.  But  experts 
worry  that  Clinton — 
no  matter  who  his 
advisers — has  never 
shown  a  coherent  vi- 
sion for  coping  with 
global  trouble.  "I 
don't  believe  Clinton 
has  shown  the  ability 
to  adopt  integrated 
strategies,"  says 
Robert  B.  Zoellick,  a 
Bush  Administration 
State  Dept.  official. 
loser?  That's  worri- 
some, because  trou- 
ble spots  abound. 
Administration  ef- 
forts to  preserve  the 
fragile  Middle  East 
peace  accord  have  been  hurt  by  the 
Likud  government's  hawkish  stands. 
Bosnia  could  erupt  in  violence  again. 
Russian  nationalism  is  on  the  rise,  in 
part  because  of  an  Administration  cam- 
paign to  expand  NATO  to  former  Warsaw 
Pact  countries.  The  Korean  peninsula 
is  a  powder  keg.  And  the  Clintonites' 
pragmatic  China  policy  has  shown  little 
in  the  way  of  results. 

Even  the  Administration's  one  blight 
spot — its  push  to  elevate  economic  se- 
curity issues — is  in  trouble.  Treasury 


to  craft  a  free-trade  zone  in  Asia  also 
are  going  nowhere.  The  reason:  Partisan 
squabbling  has  blocked  renewal  of  the 
President's  "fast-track  authority,"  which 
would  allow  him  to  reach  trade  deals 
with  minimal  congressional  interference. 

Overseas,  meanwhile,  relations  with 
traditional  U.  S.  allies  are  testy.  The 
White  House  outraged  the  Europeans 
and  Canadians  by  threatening  sanctions 
against  foreign  companies  that  do  busi- 


will  put  into  it,  and  how  much  mef-1 
lessness  the  Russians  are  prepared  \t 
accept,"  says  Stephen  R.  Sestanoviij 
of  the  Carnegie  Endowment  for  Inte- 
national  Peace. 

No  problem  looms  larger  on  Clintoi;;] 
radar  screen  than  China.  The  swelli:;-, 
Sino-U.  S.  trade  deficit  could  hit  $40  b 
lion  this  year  and  may  soon  top  t; 
U.  S.  deficit  with  Japan.  U.  S.  negot > 
tors,  meanwhile,  are  embroiled  in  co- 
tentious  talks  with  Beijing  over  con<- 
tions  for  China's  entry  to  the  Wort 
Trade  Organization.  The  U.  S.  is  prea 
ing  China  to  end  tariffs  and  quotas,  am 
open  up  such  key  sectors  as  telecoi- 
munications  and  autos.  In  exchang, 
Washington  will  drop  its  annual  renel 
al  of  most-favored-nation  (mfn)  trap 
status  for  Beijing.  The  Administrate 
hopes  a  deal  can  be  pulled  together  > 
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Secretary  Robert  E.  Rubin's  effort  to 
drive  down  the  yen  could  turn  out  to  be 
a  loser  now  that  Japan's  Ministry  of  Fi- 
nance is  gearing  up  the  export  machine 
again.  And  with  Mexico's  trade  surplus 
with  the  U.  S.  headed  toward  $16  billion, 
efforts  to  expand  the  North  American 
Free  Trade  Agreement  to  the  rest  of 
the  Western  hemisphere  are  in  jeop- 
ardy. The  Clintonites'  ambitious  plans 


ness  in  Cuba  or  invest  in  the  oil  indus- 
tries of  Libya  and  Iran — efforts  viewed 
as  plays  to  Cuban- American  and  Jewish 
voters.  French  President  Jacques 
Chirac's  pro-Palestinian  stand  also  could 
complicate  peace  talks  as  the  most  ex- 
plosive issues  are  negotiated:  the  status 
of  Jerusalem  and  the  Golan  Heights. 
Says  a  European  Union  official:  "There  is 
a  tendency  [in  the  Clinton  Administra- 
tion] to  conduct  foreign  policy  by  various 
interest  groups,  and  that  is  worrisome." 

The  U.  S.  and  the  Europeans  are 
more  in  sync  on  NATO  expansion,  but 
haggling  remains  over  the  crafting  of  a 
new  relationship  with  Russia.  Even  if 
pro- Western  President  Boris  Yeltsin  ful- 
ly recovers  from  heart  surgery  (page 
63),  Moscow  will  try  to  exact  a  high 
price  for  acquiescing.  The  key  will  be  a 
charter  that  nato  and  Russia  will  nego- 
tiate to  formalize  Moscow's  place  on  the 
21st  century  European  military  map. 
Russia  will  argue  for  a  seat  on  NATO's 
most  key  committees — a  prospect  that 
makes  the  Clintonites  queasy.  "The 
question  is  how  much  meat  the  West 


Clinton  has  had  great 
success  in  the 
Middle  East,  but  the 
peace  accord  there  is 
now  in  danger. 
Meanwhile,  Bosnia 
could  erupt  in 
violence  anytime, 
Russian  nationalism 
is  on  the  rise,  and 
even  trade  policy 
is  in  trouble 


next  summer — in  time  for  a  tentativ 
scheduled  Clinton  summit  with  Chin 
President  Jiang  Zemin  in  the  U.  S 

That  may  prove  wishful  thinking.  B 
jing  so  far  is  resisting  U.  S.  press 
to  dismantle  its  protectionist  polici 
And  Congress  may  refuse  to  grant  C 
na  permanent  mfn,  especially  if  Beij 
appears  to  be  bullying  Hong  Ko 
which  reverts  to  Chinese  control  on  J 
1.  Even  if  a  trade  deal  is  reach 
Christopher's  successor  will  have 
tackle  disputes  over  human  rights, 
clear  proliferation,  and  weapons  sal 
Among  the  candidates  for  the  Cabi 
post  are  U.  N.  Ambassador  Madele 
K.  Albright  and  former  Senator  Geo 
J.  Mitchell  (D-Me.),  both  outspoken  cr 
ics  of  China's  human-rights  record 

Given  all  that,  the  Clintonites  hi 
best  devise  a  strategic  plan  for  forei.t 
policy  pronto.  Otherwise,  the  President 
second  term  could  be  one  long  course  i 
international  crisis  management. 

By  Stan  Qvck  and  Amy  Bonus  in  Wcu 
ivgtort,  with  Bill  Javetski  in  Paris,  Patrk 
Kranz  in  Moscow,  and  bureau  reports 
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COMMENTARY 


By  Eric  Schine 

PROP  1,001:  LET'S  PUT  A  LID  ON  BALLOT  PROPOSITIONS 


n 
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It  was  an  exercise  in 
popular  democracy 
gone  haywire.  From 
California  to  Maine,  con- 
servatives and  liberals 
alike — business  and  con- 
sumer 
groups, 
doctors, 

and  labor  unions — spent 
$150  million  or  more  this 
year  to  pursue  their  agen- 
das in  ballot  measures. 

The  result  was  a  mess: 
Ninety  measures  in  20 
states  presented  voters  a 
baffling  array  of  choices, 
often  with  misleading  and 
contradictory  messages.  In 
the  name  of  democracy,  interest 
groups  effectively  seized  the  workings 
of  government — and  legislators  and 
council  reps  all  too  readily  gave  it  up. 
Many  of  the  successful  initiatives  wfll 
be  overturned  by  courts,  and  the 
process  costs  taxpayers  millions. 
SLICK  CONSULTANTS.  In  theory,  ballot 
initiatives  could  prove  a  very  useful 
outlet  for  voter  frustration.  But 
there's  just  too  much  to  digest.  In 
Oregon,  voters  had  to  wade  through  a 
247-page  tome  to  figure  out  that 
state's  23  ballot  measures.  And  slick 
image  consultants  transformed  some 
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well-intended  grassroots  movements 
into  the  same  old  campaign  hackery. 
Even  some  ballot  organizers  are  wor- 
ried about  a  backlash.  "People  are 
getting  completely  overwhelmed," 
warns  Art  Pulaski,  head  of  the  Cali- 
fornia Labor  Federation,  which 
pushed  a  successful  initiative  to  hike 
the  state's  minimum  wage  to  $5  an 
horn-  next  March  and  $5.75  in  1998. 


&  on  i7M^M^Hd^HH3 

SAN  FRANCISCO  OPPONENTS  of  pro-lawyer  Prop  211 


Nowhere  were  the  issues  more 
jumbled  than  in  California.  There,  the 
so-called  California  Civil  Rights  Initia- 
tive, approved  by  a  wide  margin, 
could  roll  back  a  generation  of  affir- 
mative action  policy.  But  its  wording 
told  voters  only  that  the  state  "shall 
not  discriminate  against . . .  any  indi- 
vidual or  group  on  the  basis  of  race, 
sex,  color,  or  ethnicity."  What's  more, 
the  California  GOP  planned  to  spend 
$2  million  on  TV  ads  invoking  Martin 
Luther  King,  pulling  the  spots  only 
after  his  family  threatened  to  sue. 

Califomians  aren't  the  only  voters 
to  put  up  with  such  shenanigans.  In 
Arizona,  the  electorate  was  pelted 
with  ads  urging  them  to  "get  tough 
on  ciime"  by  voting  for  Proposition 
200,  which  provides  stiff  sentences  for 
\iolent  crimes  committed  under  the 
influence  of  illegal  chugs.  What  the 
ads  didn't  mention:  The  measure  also 
would  legalize  marijuana  and  other 
drugs  for  medicinal  uses.  Phoenix  vot- 
er Billy  Sampson  was  nearly  fooled.  "I 
don't  want  to  see  drugs  get  legalized," 
he  says.  "It's  confusing  the  way  they 
try  to  get  hidden  things  voted  on." 


The  measure  passed  2  to  1. 

Initiative  opponents 
proved  just  as  resourceful] 
In  Florida,  the  sugar  in- 
dustry combined  big  bucks 
and  subterfuge  to  defeat  a 
proposed  penny-per-pound 
sugar  tax  to  help  clean  up 
the  Everglades.  Not  only 
did  sugar  producers  spend 
$23  million  to  defeat  the 
measure  but  they  named 
their  group  "Citizens  to 
Save  Jobs  and  Stop  Unfair 
Taxes"  and  warned  of  high- 
er property  taxes  if  the 
idea  passed.  (It  didn't.) 

State  authorities  are 
waking  up  to  the  abuses. 
A  Florida  state  attorney  warned  the 
sugar  industry  that  such  tactics  could 
be  illegal.  Arkansas'  Supreme  Court 
recently  threw  off  the  ballot  three 
measures  intended  to  legalize  gam- 
bling, raling  that  they  misled  voters. 
ONLY  THE  PRETENSE.'  As  in  previous 
elections,  many  of  this  year's  initia- 
tives went  dowTi  to  defeat.  Others 
that  passed,  like  the  California  Civil 
Plights  Initiative,  probably  will  be  tied 
up  in  court  for  years.  That's  the  real 
irony.  These  initiatives  rarely  decide 
anything,  giving  voters  only  the  pre- 
tense of  enhanced  democracy. 

One  sure  way  to  limit  this  waste  of 
time  and  money  is  simply  to  put  a  lid 
on  the  initiative  process.  In  Oregon, 
citizens  tried  to  put  a  measure  on  this 
year's  ballot  that  would  have  limited 
the  number  of  initiatives  that  could 
appear  in  any  one  year.  That  one 
didn't  make  it,  but  the  idea  is  sound. 
Voters  could  refocus  their  energies  on 
electing  the  best  candidates.  And 
state  assemblies  could  get  back  to  the 
business  of  governing. 

Schine  follows  California  politics. 


VOTERS  IN  THE  DRIVER'S  SEAT    Some  closely  watched  ballot  initiatives 


ARKANSAS 

Voters  here 
and  in  five 
other  states, 
including  Ohio  and 
Colorado,  rejected 
expansion  of  casino 
gambling. 


CALIFORNIA 

k  Proposition 
209  aimed 
to  eliminate 
affirmative  action.  It 
was  a  key  test  for 
diversity  programs 
nationwide. 


r 


CALIFORNIA 

Supporters 
of  Prop  211 
sought  to 
ease  securities 
fraud  suits  and  to 
ban  limits  on  attor- 
neys' fees. 


mm  Big  Sugar  A| 
launched  a 
f     $23  million  T 


FLORIDA 

Big  Sugar 
launched  a 
$23  million 
attack  on  a  penny- 
per-pound  fee  intend- 
ed to  finance  Ever- 
glades restoration. 


MAINE 

An  explosive 
initiative 
sought 
to  bar  paper 
companies  from 
clear-cutting  the 
state's  forests. 
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T  A  H  O  E 
LIKE  A  ROCK 


PARTY  TIME 
FOR  INVESTORS 

The  election  has  spurred  a  huge  rally.  Here's  what  may  stay  hot 


President  Clinton  is  back.  Republi- 
cans still  hold  the  Hill.  The  question 
for  investors:  How  to  play  this  di- 
vided election  for  a  profit. 

The  initial  reaction  from  the  markets 
was  euphoric.  The  Dow  Jones  industrial 
average  climbed  nearly  40  points  on 
Election  Day,  Nov.  5,  and  nearly  96 
points  the  next,  to  hit  a  record  6178.  In 
the  bond  markets,  the  yield  on  30-year 
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Treasuries  fell  to  6.58%  on  Nov.  5,  their 
lowest  in  almost  seven  months.  How  long 
can  such  an  election  rally  last?  If  history 
is  a  guide,  not  long.  Since  1926,  the  Stan- 
dard &  Poor's  500-stock  index  has  re- 
turned about  7%  during  the  first  year 
of  every  Presidential  term. 

Don't  bail  out  of  the  markets  yet, 
though.  Contrary  to  conventional  wis- 
dom, many  stocks  fare  well  under  De- 
mocratic Presidents.  Since  1937,  small-cap 
stocks  have  risen  an  average  of  17.2% 
annually  under  Democrats,  vs.  10.2%  un- 
der the  gop,  accord- 
ing to  a  study  by 
Liberty  Financial 
Cos.  And  the  bond 
market  will  be  watch- 
ing the  new  split  gov- 
ernment carefully.  If 
Washington  indicates 
that  a  real  effort  to 
shore  up  Medicare 
and  Social  Security  is 
under  way,  bonds 
may  rally  more  than 
now  expected. 

Looking  for  stock- 
picking  advice  for  a 
second  Clinton  term? 
With  a  government 
divided,  analysts  fig- 
ure companies  with 
solutions  to  problems 
of  bipartisan  concern 
are  the  safest  bets. 
One  good  example: 
education  companies 
(table).  When  Con- 
gress adjourned  in 
October,  Republicans 
had  agreed  to  nearly 
$4  billion  in  spending 
on  educational  initia- 
tives proposed  by 


Bill  Clinton.  "President  Clinton  wants  to 
be  remembered  as  the  'Education  Pres- 
ident,' so  this  is  going  to  be  a  major 
theme  going  forward,"  says  Robert 
Froehlich,  chief  investment  strategist 
for  Van  Kampen  American  Capital  Inc. 
in  Chicago. 

Companies  that  specialize  in  educa- 
tional services  likely  will  benefit  from 
proposals  to  fund  tutoring  for  at-risk 
students,  remedial  literacy  training  for 
elementary-school  children,  and  privately 
managed  public-charter  schools,  says 
Lehman  Brothers  Inc.  political  analyst 
Kim  Wallace.  And  if  the  Administration 
makes  good  on  its  promise  to  wire 
schools  to  the  Internet,  Net  software 
providers  may  be  a  buy,  including  Sun 
Microsystems  Inc.  and  Netscape  Com- 
munications Corp. 

Tech  companies,  with  products  that 
help  cut  costs  and  boost  worker  pro- 
ductivity, also  could  get  a  lift.  Money 
managers,  including  James  M.  Weiss 
at  State  Street  Research  &  Manage- 
ment Co.  in  Boston,  predict  that  cor- 
porations will  invest  heavily  in  such 


gear  to  offset  the  costs  of  increa'd 
regulation  under  Clinton. 

The  cost-cutting  trend  may  also  hp 
some  health-care  stocks.  Initially,  sih 
offerings  may  suffer  from  the  expecd 
formation  of  a  commission  to  refon 
Medicare  financing.  But  longer  ten, 
figures  Bear,  Steams  &  Co.  investmi 
strategist  Elizabeth  J.  Mackay,  gene  j- 
drug  makers  and  HMOs  experiencedn 
dealing  with  Medicare  will  do  well.  | 
"BLOWN  AWAY"?  Defense  companies  njt 
also  profit,  now  that  military  bud* 
cuts  seem  to  have  abated.  "You'd  ■ 
early  if  you  started  to  buy  now,"  sa 
Bob  Goodman,  senior  economic  advii 
at  Putnam  Investments  in  Boston.  '% 
demand  will  pick  up  over  the  next  m 
years  when  a  lot  of  equipment  will  ntd 
to  be  replaced." 

What  to  avoid?  Tobacco  stocks.  Till 
will  be  hit  by  further  antismoking  j- 
tiatives  under  Clinton.  Van  Kampt's 
Froehlich  also  suggests  avoiding  n> 
ing  and  forest-products  companii 
which  are  likely  to  face  more  string! 
environmental  regulations.  Of  courl 
more  than  politics  will  determine  if  sijh 
predictions  are  right.  "Even  if  you  | 
vested  in  all  the  areas  Clinton  see* 
to  be  interested  in  and  were  right,  j| 
might  still  get  blowoi  away  by  the  mi 
ket  environment,"  says  Thomas  Is- 
Manus,  a  Morgan  Stanley  &  Co.  strsi 
gist.  Maybe.  But  this  election  has  soil 
clear  buying  opportunities. 

By  Kerry  Capell  in  Xetv  Yik 


A  CLINTON  PORTFOLIO    Aim  for  logical  plugs  and  avoid  targets  like  tobacco 


DEFENSE  Years  of  attacks  on 
the  defense  budget  have 
finally  abated.  Some  aero- 
space companies  with  strong 
links  to  the  Pentagon,  includ- 
ing Lockheed  Martin  (LMT), 
Thiokol  (TKC),  and  Tracor 
(TTRR),  are  likely  to  benefit 
from  the  shifting  winds  of 
congressional  opinion. 
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HEALTH  CARE  The  possibility 
of  a  bipartisan  commission  to 
address  Medicare  should  help 
HMOs  with  strong  Medicare 
franchises  such  as  PacifiCare 
Health  Systems  (PHSYB).  And 
an  emphasis  on  cost  contain- 
ment may  benefit  some  gener- 
ic-drug makers  such  as  Watson 
Pharmaceuticals  (WATS). 
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TECHNOLOGY  If  the  Demo- 
crats hike  overall  regulation, 
companies  that  provide  ways 
to  enhance  worker  productivi 
ty  may  do  well.  Among  them; 
Process  control  companies 
such  as  Parametric  Technolo 
gy  (PMTC)  and  information 
management  plays  such  as 
IBM  (IBM). 

EDUCATION  Companies  thai 
may  benefit  from  Clinton's 
proposals  to  provide  pubiic 
funding  for  private  education 
and  Internet  access  for  all 
schools  include  Apple  Com 
puter  (AAPL),  which  is  strong 
in  education,  Children's  Com 
prehensive  Services  (KIDS), 
which  works  with  schools  sp< 
cializing  in  special  education 
and  Sylvan  Learning  Systems 
(SLVN),  which  provides  tutor 
al  services. 

DATA:  BUSINESS  WEEK 
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On  January  1,1997 
The  Next  Century  Begins. 


We  seem  to  be  a  little  ahead.  But  then  we  always 
have  been. 

Twentieth  Century  Mutual  Funds  and  The  Benham 
Group  are  well-known  as  forward  thinkers. 

Now  we  have  combined  our  investment  strengths 
into  something  new  and  more. 

Starting  January  1,  there  will  be  something  bigger 
and  better  than  the  both  of  us.  We  believe  it  will  put 
you  even  farther  ahead. 

American  Century.  Investing  in  your  future. 


American 
Century 


w.  americancentury.  com 


After  BT-MCI,  rivals  are 
taking  a  closer  look  at  their 
global  telecom  alliances 

British  Telecommunications'  planned 
$20  billion-plus  takeover  of  MCI 
Communications  is  a  bold  line  in 
the  sand:  If  the  deal  clears  regu- 
latory roadblocks,  as  expected,  bt  will 
become  the  first  foreign  phone  company 
to  carry  local,  long-distance,  and  inter- 
national calls  for  millions  of  Americans. 

bt-mci,  to  be  renamed  Concert  PLC, 
represents  the  emergence  of  a  truly  in- 
ternational phone  company,  the  border- 
less carrier.  The  world's  other  phone 
carriers  have  little  choice  but  to  respond 
with  cross-border  alliances  of  their  own. 
"A  lot  of  telecom  executives  around  the 
world  are  staying  up  nights  worrying 
about  this,"  says  Jeffrey  Kagan,  presi- 
dent of  U.  S.  telecom  consultant  Kagan 
Associates. 

bt  and  mci's  megamerger  will  attempt 
to  create  the  seamless  global  organiza- 
tion that  industry  ex- 
perts believe  is  need- 
ed to  win  the  battle 
for  lucrative  multina- 
tional corporate  ac- 
counts and  to  break 
into  new  markets. 
With  expected  cost 
savings  of  $2.5  billion 
over  five  years,  the 
merged  company  will 
drive   down  global 
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phone  rates.  "We  were  ahead  of  the 
wave,"  boasts  bt  Chairman  Sir  Iain  D.  T. 
Vallance.  "Now,  we're  making  the  wave." 

The  upshot:  Customers  are  willing  to 
reconsider  their1  telecommunications  sup- 
pliers. "The  deal  makes  bt-mci  a  real 
alternative,"  especially  in  the  U.  S.,  says 
Philip  Barton,  chairman  of  the  Euro- 
pean Virtual  Private  Network  Users 
Assn.,  a  key  European  customer  con- 
sortium. That's  exactly  the  payoff  bt 
and  mci  are  hoping  for.  With  the  U.  S. 
barreling  toward  full  competition  at  the 
start  of  1997,  moreover,  mci  needs  bil- 
lions of  dollars  in  capital  and  bt's  ex- 
pertise running  local  networks  in  Britain 
as  it  tries  to  break  into  the  $100  billion 
U.  S.  local-calling  market.  In  return,  bt 
gets  a  huge  foothold  in  the  U.  S.  market. 

No  question,  the  combination  presents 
formidable  challenges.  The  two  compa- 
nies must  meld  two  vastly  different  cor- 
porate cultures  that  already  were  clash- 
ing in  their  joint  venture,  formed  in 
1994,  a  year  after  bt  bought  a  20%  stake 
in  mci.  "They'll  need  to  find  a  compro- 
mise between  the  well-run  structure  of 

AT&T 

1995  REVENUES*  $51  billion. 
MAIN  INTERNATIONAL  PARTNERSHIP 

WorldPartners,  a  loose  federation  of 
16  phone  companies,  including  Japan's 
KDD,  Singapore  Telecom,  and  Europe's 
Unisource  consortium. 
REACH  200  countries. 

*Restated  for  tnvestiture 


BT'S  VALLANCE  AND  MCI'S  ROBERTS: 

"Now,  we're  making  the  wave" 


bt  and  the  cowboy  structure  of  mc 
says  Lev  Volftsun,  a  former  executive 
mci,  bt,  and  the  joint  venture  who 
now  ceo  of  Light  Speed  Internatior 
Inc.,  a  telecom-software  developer. 

Already,  bt  plans  to  parachute  se 
eral  dozen  key  mci  managers  into  i 
European  operations.  But  more  impc 
tant  is  the  creation  of  a  single  sal 
force.  Until  now,  a  corporate  custom 
often  was  offered  different  deals  in  t! 
U.  S.  and  in  Britain  for  similar  pac 
ages  of  services.  "It  was  a  very  co 
fusing  model,"  says  Nick  White,  he, 
of  worldwide  telecom  for  Unilever  PL 
a  customer. 

The  industry's  other  consortiums  ha 
confronted  similar  startup  pains.  AT&' 
three-year-old  WorldPartners  federate 
of  16  phone  companies  has  been  plagu 
by  poor  coordination  and  manageme 
changes,  while  the  Global  One  Alliance 
France  Telecom,  Deutsche  Telekom,  aik) 
Sprint,  stalled  in  1994,  has  yet  to  majsi 

CONCERT  PLC 

1995  COMBINED  REVENUES  $37.87  \t 
MAIN  INTERNATIONAL  PARTNERSHIP  Bfii 

Telecommunications  and  MCI  Cfi 
nications  announced  a  merger 
Their  existing  venture  expects  r(,e 
of  $375  million  this  year. 
REACH  58  countries. 

DATA:  COMPANY  REPORTS  1 
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/  significant  inroads  in  key  European 
rkets  outside  its  home  countries. 
3T  ceo  Peter  Bonfield  started  picking 
customer  concerns  shortly  after  tak- 
the  job  as  bt's  new  ceo  at  the  start 
the  year.  After  reexamining  the  mci 
il,  he  flew  in  late  spring  to  MCl's 
shington  headquarters  to  discuss  the 
k  of  coordination.  The  result:  Rather 
n  divide  the  world  between  them  by 
(graphic  markets,  the  two  companies 
dded  on  a  unified  approach.  In  June, 
suggested  that  they  combine  their 
jrnational  operations.  Shortly  there- 
?r,  MCI  Chairman  Bert  J.  Roberts  Jr. 
nt  one  better,  proposing  the  full- 
wn  merger. 

ISOLATION  PRIZE.  Competitive  reac- 
i  was  swift,  and  negative,  at&t  Chair- 
n  Robert  E.  Allen  called  on  the  U.  S. 

emment  to  give  the  deal  "the  scruti- 
it  deserves,"  arguing  for  greater  ac- 
3  to  the  British  market — a  consolation 
je  analysts  say  it  may  well  win.  Ex- 
tives  at  France  Telecom  sputter  that 

bt-mci  deal  is  proof  that  their  joint 
iture  was  a  failure. 

One  rival,  though,  has  had  little  to 
:  Japan's  Nippon  Telegraph  &  Tele- 
<ne  (ntt).  ntt  is  telecom's  Holy  Grail, 
partner  that  can  help  open  booming 
an  markets.  Japan,  one  of  the  most 
;ricted  telecom  markets  in  the  world, 
learing  a  decision  to  restructure  ntt 
i  way  that  could  allow  an  overseas  al- 
ee, ntt  already  has  agreed  to  a  trial 
fi  at&t  on  voice  services,  and  the  two 
ipanies  have  a  number  of  technical 
t  ventures.  But  it  is  unlikely  to  enter 
exclusive  partnership,  say  Japanese 
lysts,  preferring  to  play  the  compet- 
alliances  off  against  one  another, 
leanwhile,  Asia  represents  a  gaping 
;  in  bt's  global  reach,  bt  failed  in  its 
earlier  this  year  to  buy  Cable  & 
•eless  PLC,  which  owns  57%  of  Hong 
lg  Telecom,  a  key  link  to  the  huge 
nese  market.  Now,  industry  sources 
bt  and  mci  execs  are  rushing  to  Asia 
ind  another  partner.  They're  also  still 
ing  to  gte  about  a  potential  venture 
vireless  or  local  service.  There  will 
plenty  more  deals  before  the  dust  set- 
on  this  newly  borderless  industry. 
iy  Julia  Flynn,  with  Stanley  Reed, 
London,  Amy  Barrett  in  Washing- 
,  and  bureau  reports 

HE  TELEKOM-FRANCE  TELECOM- 

1995  REVENUES  $76.1  billion. 
RNATIONAL  PARTNERSHIP  Global  One. 

d  Jan.  1,  1995,  the  venture's 
.  are  expected  to  hit  $800  mil- 
900  million  this  year. 
<  countries. 


FOR  INVESTMENT  BANKERS, 
AN  M&A  BONANZA 
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Sixty  million  dollars.  That's  what 
investment  bankers  stand  to  col- 
lect in  fees  from  the  $20  billion- 
plus  marriage  of  British  Telecommuni 
cations  PLC  and  mci  Communications 
Corp.  bt's  advisers,  Rothschild  Group 
and  Morgan  Stanley  &  Co.,  will  likely 
share  some  $30  million.  The  London 
and  New  York  houses  of  Lazard, 
mci's  bankers,  could  rake  in  an  addi- 
tional $20  million  to  $30  million,  esti- 
mate sources  close  to  the  deal. 

It's  a  huge  payday,  one  of  the 
largest  from  a  foreign  buyout  of  a 
U.  S.  company.  This  has  been,  in 
fact,  a  banner  year  for  cross-bor- 
der deals  and  the  bankers 
who  engineer  them 
With  nearly  two 
months  still  to  go 
in  1996,  compa- 
nies have  an- 
nounced $234 
billion  worth  of 
transactions, 
topping  1995's 
record  $227  bil- 
lion and  more 
than  double  the 
level  of  five 
years  ago,  ac- 
cording to  Securi- 
ties Data  Corp. 
(chart). 

LOFTY.  Will  the  boom 
endlessly  burgeon?  Probably 
not.  True,  overall  merger  activity 
has  been  running  at  a  fever  pitch, 
with  announced  deals  so  far  this 
year  up  11%  over  the  1995  record. 
And  cross-border  transactions,  which 
account  for  25%  of  the  total,  contin- 
ue to  be  fueled  by  the  globalization 
of  the  world  economy,  which  has 
forced  deregulation  and  consolidation 
across  many  industries.  The  m&a 
business  is  highly  cyclical,  though, 
and  bankers  don't  see  their  activity 
surpassing  its  current  lofty  levels.  "I 
don't  think  the  bt-mci  deal  is  the 
harbinger  of  enhanced  cross-border 
deal  volume,"  says  Jack  Levy,  Mer- 
rill Lynch  &  Co.'s  co-head  of  merg- 
ers and  acquisitions.  "I  think  it  will 
continue  at  the  same  pace." 

Rather,  bankers  expect  action  in 
selected  areas  such  as  telecommuni- 
cations, pharmaceuticals,  and  media. 
Indeed,  Merrill  Lynch,  Morgan  Stan- 
ley, and  Goldman  Sachs,  which  rank 
among  the  top  international  advis- 


*THR0UGH  NOV  4 
DATA:  SECURITIES  DATA  CORP 


ers,  are  scrambling  to  keep  up  with 
business.  "There  is  tremendous  ac- 
tivity in  certain  industries,"  says 
John  Nelson,  vice-chairman  of  Lon- 
don's Lazard  Brothers  &  Co.,  which 
represented  mci. 

Financial  services  could  produce 
other  big  Anglo-U.  S.  deals.  On  Nov. 
5,  British  giant  Mercury  Asset  Man- 
agement PLC  said  it  might  buy  a 
U.  S.  fund  company.  That  followed 
the  agreement,  announced  on  Nov.  4 
by  Britain's  mutual-fund  company 
Invesco  PLC,  to  buy  Houston's  aim 
Management  Group  Inc.  for  $1.6  bil- 
lion (page  155).  British  bankers  also 
think  that  Swiss  Bank  Corp. 
may  try  to  bag  a  U.  S.  in- 
vestment-banking house 
to  pair  with  its  Lon- 
don subsidiary,  sbc 
Warburg  Group. 
Whatever  the 
industry,  it's  a 
good  bet  that 
British  and  Amer- 
ican companies 
will  account  for  a 
big  share  of  future 
deals — a  boon  for 
investment  banks 
that  have  established 
themselves  in  both 
markets.  The  Lazard 
houses,  which  were  global 
m&a  players  long  before  the 
business  became  fashionable,  rank 
second  in  cross-border  deals  in  this 
year.  Rothschild,  another  venerable 
international  player,  could  win  new 
credibility  from  its  role  for  bt. 

Both  stand  to  capture  a  stream  of 
rich  fees — but  not  as  rich  as  they 
used  to  be.  Average  fees  have  slid  to 
1%  or  less  of  a  deal's  total  value, 
down  from  2%  in  the  1980s,  says  Se- 
curities Data.  When  Canada's 
Campeau  Corp.  acquired  Federated 
Department  Stores  for  $6.5  billion  in 
1988,  for  example,  investment 
bankers  took  home  $138  million. 
Earlier  this  year,  they  had  to  settle 
for  $21  million  when  Germany's  Fre- 
senius  bought  National  Medical  Care 
Inc.  for  $4.2  billion.  On  a  percentage 
basis,  the  spoils  from  bt-mci  are 
even  lower.  In  the  real  world, 
though,  that  $60  million  still  sounds 
pretty  grand. 

By  Stanley  Reed  in  London  and 
Leah  Nathans  Spiro  in  New  York 
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LABOR 


GIVE  A  LITTLE, 

GET  A  LITTLE  IN  DETROIT 

How  GM  and  the  auto  workers  built  a  solid  peace 


When  the  United  Auto  Workers' 
top  brass  arrived  for  a  barbecue 
at  the  home  of  uaw  President 
Stephen  P.  Yokich  last  Aug.  21,  they 
were  surprised  to  see  an  unexpected 
guest:  Basil  "Buzz"  Hargrove,  head  of 
the  Canadian  Auto  Workers.  The  caw 
had  barely  been  on  speaking  terms  with 
the  uaw  since  a  messy  mid-'80s  split. 
Yet  there  Hargrove  was  at  Yokich's  in- 
ner-circle briefing  on  which  Detroit  auto 
maker  would  be  named  the  uaw's  strike 
target  the  next  day.   


bility.  The  union,  which  sought  ironclad 
employment  guarantees,  settled  for  a 
pact  that  keeps  the  blue-collar  ranks  at 
gm,  Ford,  and  Chrysler  at  95%  of  cur- 
rent levels.  However,  Yokich  built  in 
enough  exceptions  to  allow  a  still-bloat- 
ed gm  to  dump  up  to  30,000  of  its 
220,000  hourly  workers,  gm  had  wanted 
the  freedom  to  chop  more.  But  even 
30,000  is  probably  more  than  it  can 
achieve  during  the  pact's  three-year  life. 
"Yokich's  strategy  was  brilliant,"  says 


be  unlike  any  in  intervention-averted  a  costly  strike 

Dast.   Hargrove  v 


To  union  insiders,  it 

was  a  sign  that  this  Deft  moves  by  UAW  chief  Yokich-plus  Smith's  kich  and  Ford 

year  s     auto  talks 
would 

the  past,  hiarg 
and  Yokich  agreed  to 
coordinate  efforts  so 
that  "we  would  not 
trip  over  one  another," 
Hargrove  recalls.  The 
initiative  led  to  unusu- 
al cooperation  between 
the  two  unions  and 
hinted  at  the  wiliness 
Yokich  would  show  in 
his  first  contract  talks 
as  uaw  president.  His 
skills,  plus  some  time- 
ly personal  interven- 
tions by  gm  Chairman 
John  F.  Smith  Jr, 
avoided  a  lengthy 
strike  that  could  have 
cost  both  sides  enor- 
mously. 

ROUGH  SEASON.  Not  that  they  didn't 
play  hardball.  Yokich  and  Hargrove  hit 
General  Motors  Corp.  with  four  strikes 
this  year,  making  1996  the  company's 
roughest  labor  season  since  1970.  The 
two  also  faced  down  gm's  demands  for 
significantly  different  contract  terms 
from  its  Detroit  rivals.  Still,  they  were 
careful  to  leave  gm  enough  flexibility  to 
achieve  its  bottom-line  goals — though 
not  an  inch  more.  Result:  When  gm  and 
the  uaw  finally  reached  a  new  pact  on 
Nov.  2,  the  company  had  the  O.K.  to 
keep  shrinking  its  workforce  toward 
competitive  levels  in  both  the  U.  S.  and 
Canada.  Wall  Street  cheered,  lifting  GM 
shares  by  1%  the  next  day,  to  55%. 
In  the  end,  both  sides  showed  flexi- 


SMITH:  Wiggle  room 


YOKICH:  Bottom-line  demands 


Selz  LLC  analyst  Maryann 


Furman 
Keller. 

Under  the  deal,  GM  can  shed  some 
of  its  dozen  unprofitable  parts  plants, 
selling  a  few  to  skirt  the  95%  guarantee. 
It  also  won  easier  restrictions  on  trans- 
ferring workers  from  one  plant  to  an- 
other. But  the  most  valuable  concession 
the  company  got  was  the  freedom  to 
cut  jobs  through  productivity  gains,  an 
area  where  it  already  has  made  some 
strides.  "The  biggest  improvement  is 
when  we  do  all-new  vehicles,"  G. 
Richard  Wagoner  Jr.,  gm's  president  of 
North  American  operations,  told  busi- 
ness week  on  Sept.  3. 

For  this  model  year,  gm  has  cut  the 
hour's  needed  to  build  15  new  models  by 
20%  to  30%,  says  Wagoner,  by  using 


fewer  parts  and  simplified  auto  desigL, 
Says  David  E.  Cole,  an  auto  indusM 
expert  at  the  University  of  Michigl 
"The  key  for  gm  is  carte  blanchem 
productivity  and  they  got  that"  frl 
the  uaw. 

Just  last  March,  it  was  difficultji 
see  how  the  two  sides  would  ever  re  Li 
an  agreement.  After  a  local  dispute  ok 
outsourcing  at  two  GM  brake  plants 
Dayton  ballooned  into  a  17-day  w; 
out  that  shuttered  most  of  the  compj 
GM  managers  were  proud  that  they 
stood  up  to  labor.  But  by  May,  Sn 
was  telling  shareholders  at  the  ami 
meeting  that  "I  hope  peace  and  pro< 
tivity  will  mark  the  months  ahead." 
ALL  SMILES.  While  GM  flip-flopped, 
kich  sounded  a  constant  theme,  repi 
edly  calling  job  security  the  union's 
priority.  Although  union  leaders  tote 
symbolic  Louisville  Slugger  when  U 
at  Ford  Motor  Co, 
gan  on  June  10, 

gainers  were 
smiles.  The  reas 
Yokich  and  Ford 
ecutive  Vice-Presi 
Peter  J.  Pestillo,  g 
ing  partners 
a  close  perso 
relationship,  aire; 
had  forged  an  unc 
standing 

With   gm,  Yok 
drove  home  his 
tom-line  demands 
June  12,  after  rep< 
ed  talk  from  GM  I 
phi  parts  unit  cl 
J.T.  Battenberg 
about  a  need  for  di 
tic  job  cuts,  Yok 
publicly  termed 
relationship  with 
tenberg  "lous- 
Asked  what  Battenberg  could  do  ab 
it,  Yokich  replied:  "Quit." 

Finally,  on  Sept.  4,  Yokich  settled 
Ford  as  the  union's  primary  target, 
weeks  later,  he  and  Pestillo  had  cral 
a  deal  that  left  both  elated.  Yokich 
his  95%  job  guarantee,  but  Ford  a 
important  loopholes,  avoided  Yoki 
demands  for  strong  language  about  s 
plier  organizing,  and  won  a  lower  w  id 
rate  for  hires  in  new  parts  operati< 
"We  were  going  after  an  agreement 
the  companies  could  work  v/ith 
that's  where  we  are,"  Yokich  said  w' 
the  deal  was  announced.  Chrysler 
lowed  with  a  similar  pact  on  Sept.  5fli 
Then  gm  stumbled  into  a  crisis  nc 
of  the  border.  In  mid-September,  I 
grove  had  set  his  own  pattern  by  v 
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UNLIMITED       P  A   R  T   N    E   R   S   H    I  P 


GUY  CAHILI.  FROM  THE  PEKIN  (ILLINOIS)  SCHOOL  DISTRK  I  with  H  I  II  SPRE(  KELMEYER  FROM  ARAMARK. 

WHY  DID  ARAMARK 

COME    UP    WITH    A    PLAN    TO    HELP    SCHOOL  CHILDREN 

CROSS  THE  ROAD? 


ause  quite  frankly,  they  needed  to  get  to  the  other  side.  Of  course,  we  never  told  Julie  and  her  team  from  ARAMARK 
t  in  the  crossing  guard  business.  We  didn't  have  to.  They  saw  that  the  city  handing  us  the  responsibility  would  cause  a 
etary  problem.  And  they  saw  a  way  to  step  up  for  us.  It  reminded  me  how  significant  this  partnership  has  been  and  will 
inue  to  be.  On  paper,  it  looks  like  they  just  added  the  crossing  guard  duties  to  their  cafeteria,  playground  and 
tdial  work.  But  it's  bigger  than  that.  They  took  on  a  problem.  And  llial  has  allowed  us  to  focus  our  resources  on  what 
o  best:  education."  Guy  Cahill.  Pekin  School  District.  At  ARAMARK,  we  do  a  lot  of  things  for  a  lot  of  partners.  But  what 
really  comes  down  to  is  solving  problems.  Facing  them.  Digging  into  them.  And  ultimately,  coming  up  with  a  solution 
lake  them  go  away.  Guy,  of  course,  loves  doing  the  math:  "The  crossing  guard  program  would've  put  the 
•»/  district  over  budget.  ARAMARK  got  it  done,  by  my  calculations,  at  a  3H"<>  savings.  '  JM^ARA/WAffife 


)URSE  THERE'S  MOKE  TO  TELL  A  HOLM'  INI  IMITED  PARTNERSHIP.  PLEASE  CALL  1-800 -  ARAMARK.  Managed  Services,  Managed  Better. 
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ning  stringent  limits  on  future  out- 
sourcing from  Chrysler.  Although  he 
agreed  to  exclude  two  parts  plants  that 
<;m  wanted  to  sell,  the  company  still  re- 
fused to  accept  the  Chrysler  terms.  But 
when  a  caw  walkout  threatened  to  wal- 
lop gm's  U.  S.  production,  Smith  flew  to 
Toronto  on  Oct.  16  to  work  something 
out.  By  Oct.  22,  the  two  sides  did  just 
that,  but  on  the  terms  that  Hargrove 


had  offered  before  the  strike,  including 
gm's  acceptance  of  the  Chrysler  out- 
sourcing limits.  1 

Still,  when  Yokich  resumed  his  talks, 
GM  wouldn't  agree  to  the  95%  guaran- 
tees, even  with  the  loopholes.  Frustrat- 
ed, Yokich  in  late  October  orchestrated' 
two  locals  to  call  strikes  at  high-profit 
plants.  With  losses  of  $50  million  a  day, 
GM  resumed  round-the-clock  bargaining, 


and  Smith  stepped  in  again.  Finally,  jig 
before  2  a.m.  on  Saturday,  Nov.  2,  i 
kich  and  Smith  announced  a  tentatj 
deal.  Neither  was  entirely  happy.  II 
they  averted  another  showdown  tH 
would  have  cost  more  than  either  vl 
likely  to  have  gained. 

By  Kathleen  Kenvin  and  Bill  Vg 
sic  in  Detroit,  with  William  C.  Symon 
in  Toronto 


SCANDALS 


THE  UGLY  TALK 
ON  THE  TEXACO  TAPE 

Along  with  racism,  it  reveals  cavalier  plans  to  destroy  evidence 

■  t  wasn't  the  kind  of  story  a 

■  fledgling  ceo  likes  to  see 
I  splashed  on  the  front  page  of 
The  New  York  Times.  On  Nov.  4, 
news  broke  that  in  1994,  senior 
managers  at  Texaco  Inc.  had  been 
taped  discussing  shredding  of  doc- 
uments relevant  to  a  race-discrim- 
ination lawsuit  and  using  vulgar 
racial  epithets  in  talking  about 
black  employees.  Peter  I.  Bijur,  a 
Texaco  veteran  who  took  over  as 
ceo  in  July,  wasted  little  time  in 
launching  a  campaign  of  damage 
control.  "We  will  not  tolerate  dis- 
respect or  prejudice  in  this  com- 
pany," Bijur  told  Texaco's  27,000 
employees  in  a  satellite  broadcast. 
He  quickly  ordered  an  outside  legal 
review  of  the  allegations.  And  on 
Nov.  6,  he  announced  a  battery  of 
steps  to  redeem  his  company's  rep- 

££STE  DAMAGE  CONTROL 

special  board  committee  on  diver-  CEO  Bijur  addressed  Texaco's  employees  via 
sity.  Meanwhile,  federal  prosecu-  satellite  as  the  feds  probed  an  ex-treasurer's 

tors  started  a  probe  into  whether  V0W  to  "purge  the  S- OUt  of  these  books" 


employees  obstructed  justice. 

The  new  ceo  may  not  like  what  the 
investigators  find.  The  taped  comments 
are  blatantly  racist:  Former  Texaco 
Treasurer  Robert  W.  Ulrich,  who  re- 
tired in  early  1995,  allegedly  called  black 
employees  "niggers"  and  "black  jelly 
beans."  Attempts  to  reach  Ulrich  were 
unsuccessful.  Texaco  calls  such  remarks 
isolated,  but  outside  experts  on  diversi- 
ty say  they  reflect  a  climate  of  wide- 
spread racism  within  the  oil  industry. 
Within  the  last  two  years,  Shell  Oil  Co. 
and  bp  Oil  Co.  also  have  been  hit  by 
bias  suits. 

Almost  as  disturbing — from  a  legal 
and  ethical  standpoint — is  the  Texaco 
managers'  comments  about  withholding 


or  shredding  documents.  At  one  point  in 
the  transcript,  Ulrich  says:  "We're  gonna 
purge  the  s —  out  of  these  books,"  re- 
ferring to  internal  documents  detailing 
minority  hiring. 

Experts  fear  such  destruction  and 
concealment  of  documents  is  rapidly  ris- 
ing as  a  legal  tactic.  "As  litigation  has 
become  more  frightening  and  more  cost- 
ly, I  have  no  doubt  that  the  amount  of 
document  destruction  has  gone  up,"  says 
Charles  Nesson,  a  professor  at  Harvard 
University  School  of  Law. 

Indeed,  there  are  plenty  of  recent 
examples  of  such  suspected  foul  play. 
In  October,  a  panel  of  Georgia  federal 
judges  recommended  that  the  U.  S.  At- 


torney's office  investigate  whetl 
DuPont  Co.  hid  evidence  relating  to  i 
safety  of  the  fungicide  Benlate  df. 
September,  Minnesota  Attorney  Gen 
al  Hubert  H.  Humphrey  III,  who  is 
ing  tobacco  companies  to  recover  Ml 
icaid  costs  related  to  tobacco  use,  fij 
court  papers  citing  "clear,  unmistakal! 
and  repeated  references  to  documJ 
destruction"  in  the  files  of  Philip  Moil 
Cos.  and  rjr  Nabisco  Inc.  Anq 
July,  a  state  court  judge  in  Te: 
unsealed  documents  that  plainti 
lawyers  claim  prove  that  Chrys 
Corp.  destroyed  test  records  c 
cerning  the  safety  of  its  minivi 
The  companies  in  all  cases  h 
denied  the  charges. 
NEW  penalties.  Document 
struction  has  become  a  hot  topi 
legal  circles.  Seminars  for  plaint] 
lawyers  increasingly  include 
struction  on  how  to  cope  with  L 
covery  abuse.  Meanwhile,  coi 
and  legislatures  in  a  growing  ni  \u 
ber  of  states  are  creating  new  1; 
punishing  attorneys  and  executi 
who  destroy  evidence. 

The  motive  behind  docum 
shredding  is  easy  to  fathom. 
Hons  of  dollars  can  ride  on  an  ii 
vidua]  lawsuit,  and  the  suits  th 
selves  frequently  depend  on  a 
key  documents.  For  instance, 
rors  who  awarded  $750,000  t 
Florida  smoker  in  August  said  t 
did  so  largely  because  of  a  Bn 
&  Williamson  Tobacco  Coip.  m( 
that  read:  "We  are,  then,  in  the  bush 
of  selling  nicotine,  an  addictive  dn 
Plus,  the  chances  of  document  desti 
tion  being  discovered  are  slight 

As  a  result,  critics  want  the  court 
crack  down.  "Prosecutions  are  basec 
evidence,  and  if  companies  can  get  a 
with  destroying  evidence,  they  can 
cape  accountability  for  their  crim 
says  consumer  activist  Ralph  Na 
If  Texaco  executives  did  delibera 
hide  or  alter  evidence,  the  company 
have  the  misfortune  of  being 
of  the  rare  companies  that  gets  bu; 
for  it. 

By  Mike  France  in  New  York 
Tim.  Smart  in  New  Haven 
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t  would  be  hard  to  believe 
hat  coffee  alone  can  explain 
tlmost  US$100  billion  of 
oreign  trade. 


How  would  it  be  to  do  business  with  a  market 
comprised  of  over  1 00  million  consumers?  How  about 
knowing  that  the  average  age  of  a  consumer  in  this 
market  is  23  years  old?  We  at  Banco  do  Brasil  firmly 
understand  these  are  the  most  compelling  arguments 
that  enhance  the  opportunities  for  your  company  to 
trade  with  Brazil.  This  is  why  we  have  been  working 
hard  throughout  the  years  and  for  many  decades  to 
establish  the  largest  international  and  highly  structured 
network  of  any  Latin  American  bank,  covering  27 
countries  around  the  world.  Come  to  Banco  do  Brasil 
and  find  out  how  we  are  entirely  in  tune  with  your  needs. 


tp://www.bancobrasil. com.br 


Banco  do  Brasil.  Your  sound  guide  to  the  Brazilian  market. 


Banco  do  Brasil 


Call  us:  London:  +  44  1 71  600  4069  New  York:  +  1  21 2  626  7000  Tokyo:  +  81  3  321 3  651 1 
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NECK  AND  NECK  AT  SANTA  ANITA 

There  hasn't  been  much 
action  lately  at  the  $2  win- 
dow at  Santa  Anita, 
the  fabled  but  money 
losing  California 
track.  Rather,  the 
hottest  wagering 
is  on  the  race  to 
control  the 
track  itself. 

First  out  of 
the  gate  was  in- 
vestor Thomas 
Barrack  Jr.,  a  former 
Bass  brothers  lieutenant 
on  the  board  of  Santa  Ani- 
ta Cos.,  which  operates  the 
track  and  a  real  estate  in- 
vestment trust.  Santa  Anita 
agreed  on  Aug.  19  to  sell  a 
45%  stake  to  Barrack's 
Colony  Capital  for  $138  mil- 
lion, or  $15  per  share.  The 
company  hoped  to  use  the 
capital  to  fund  other  leisure 


THE  RJR  RAIDERS: 
THEY'RE  BA-ACK 

BELEAGUERED  RJR  NABISCO 

spent  much  of  the  past  year 
fending  off  Bennett  LeBow's 
and  Carl  Ieahn's  bid  to  force  a 
spin-off  of  its  Nabisco  foods 
business.  Shareholders  reject- 
ed a  LeBow/Icahn-backed 
slate  of  directors  in  April — 
but  now  the  pesky  protago- 
nists are  back.  On  Nov.  4, 
Icahn  announced  a  new  slate 
of  replacement  directors  he 
hopes  shareholders  will  vote 
into  power  at  the  April,  1997, 
annual  meeting.  Icahn  also  an- 
nounced he  had  recruited — 
for  $333,333  a  month — former 
PepsiCo  Bottling  executive 
Thomas  Rattigan  as  a  nomi- 
nee to  replace  rjr  chief 
Steven  Goldstone.  A  day  later, 
LeBow  submitted  his  own  di- 


CLOSING  BELL 


GROWTH  HORMONE 

There's  not  much  growth  left 
in  the  department-store  biz. 
SoJ.C.  Penney  is  buying 
drugstores.  On  Nov.  3,  the 
chain  unveiled  plans  to  snap 
up  Eckerd  in  a  deal  worth 
$3.3  billion.  It  would  make 
Penney,  through  its  Thrift 
Drug  unit,  the  nation's  No.  3 
chain,  with  2,800  stores  and 
sales  of  $10  billion.  Penney 
investors  weren't  impressed, 
in  part  because  of  Eckerd's 
$760  million  of  debt.  And 
analyst  Robert  Buchanan  of 
NatWest  Securities  frets  that 
low  drug  profits  erode  Pen- 
ney's  overall  margins. 
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rector  nominees.  In  a  state- 
ment, rjr  said  that  Ieahn's 
slate  is  "a  group  of  lawyers, 
consultants,  and  retired  busi- 
nesspeople  with  records  that 
will  not  withstand  scrutiny." 

TI'S  MISSILE  BIZ 
GOES  ON  THE  BLOCK 

THOMAS  ENGIBOUS  WAS  WARY 

of  rocking  the  boat  just  after 
taking  charge  of  Texas  In- 
struments in  June.  No  longer. 
Engibous  is  preparing  to  auc- 
tion off  ti's  $1.7  billion  mis- 
sile-systems business,  accord- 
ing 'to  The  Wall  Street 
Journal.  Analysts  say  a  sale 
of  the  unit,  which  contributes 
about  $170  million  to  annual 
operating  profits,  could  bring 
$2  billion.  Why  now?  Tl  needs 
cash  to  fund  its  fast-growing 
digital  signal  processing  chip 
and  laptop  computer  busi- 
nesses. Beyond  that,  defense 
businesses  are  fetching  hefty 
valuations  these  days.  The 
company  declined  to  comment. 

IS  A  BETTER  CONRAIL 
BID  GOOD  ENOUGH? 

CSX  UPPED  THE  ANTE — BUT 

not  a  whole  lot.  Facing  a  rival 
bid  for  Conrail  $1  billion  high- 
er than  its  own,  CSX  on  Nov.  6 
offered  $110  a  share,  cash,  for 
40%  of  Conrad's  stock,  plus 
csx  shares  worth  about  $80 
for  the  rest.  But  csx'  de- 
pressed stock  leaves  the  offer 
worth  $8.26  billion,  far  short 
of  Norfolk  Southern's  $9  bil- 
lion bid.  Conrail's  board  reaf- 
firmed its  preference  for  csx. 
But  it  also  postponed  a 
planned  Nov.  14  shareholders' 
meeting  until  mid-December, 
perhaps  fearing  investor 
wrath.  Norfolk  Southern  said 
it  would  stick  to  its  offer. 


DISNEY  BUDGES  ON 
FOREIGN  SUPPLIERS 

IT'S  THE  PERFECT  TARGET  FOR 

sweatshop  activists:  Walt 
Disney,  wholesome  purveyor 


of  Mickey  and  Pocahontas. 
For  nearly  a  year,  critics 
have  alleged  abuses  at  Dis- 
ney's Latin  American  appar- 
el contractors.  Now,  Disney 
has  retreated  a  step.  After 
initially  battling  the  Securi- 
ties &  Exchange  Commission 
on  the  question,  it  will  allow 
Progressive  Asset  Manage- 
ment and  the  United 
Methodist  Church,  a  big- 
shareholder,  to  place  a  pro- 
posal for  shareholder  review 
on  next  year's  proxy.  The 
two  groups  want  Disney  to 
report  on  how  it  oversees 
foreign  suppliers. 

VALUJETS  BOSS 
PROMOTES  HIMSELF 

EVER  SINCE  A  VALUJET  PLANE 

crashed  in  May,  the  Associa- 
tion of  Flight  Attendants  has 
sought  the  ouster  of  Lewis 
Jordan,  the  carrier's  presi- 
dent. Now,  Jordan  has  found 
a  way  to  oblige:  He's  hiring 
an  outsider  to  take  over  day- 


and  entertainment  business, 
es,  and  to  counter  stagnant 
racing  revenues.  Santa  Aim 
ta  lost  $27.5  millioiif' 

i  A  in  1995. 

W0-v  Coming  up  oi% 

the  outside, 
I      .         though,  is  Leo* 
v       Black.  Last 

month,  a  part-$ 
nership  backed*};' 
by  the  former  \ 
Bf    Drexel  Burnham  | 
Rfe  Lambert  dealmafc 
V^Hk*  er  made  an 
■Wff  belted  $200  niilliof 

offer,  or  $19  per 
share,  for  55%  of  the  tracll 
hoping  to  develop  some  oife 
the  400  acres  around  Santa 
Anita.  With  proxies  nearhl 
in  the  mail,  the  two  sides  1 
seem  headed  for  a  photo  f 
finish  before  yearend. 
By  Larry  Armstrong 


to-day  operations  of  thefr 
line  and  shifting  his  foci* 
ValuJet's  parent.  As  cl§ 
man  of  the  airline  and  ©< 
of  the  holding  company,  m 
dan  aims  to  expand  op 
tions,  possibly  launchin 
other  regional  carrier 
leasing  business.  Mean 
he  has  hired  Joseph 
whose  last  airline  job 
ceo  of  Continental  Air 
in  1988,  to  serve  as  p» 
dent  and  ceo  of  the  airp 
"I  don't  consider  that  » 
ping  aside,"  Jordan  saysjf 

ETCETERA... 

■  Justice  O.  K.'d  sbc's  bip 
Pacific  Telesis  and  U  S  Wst' 
of  Continental  Cablevisifei 

■  Bridgestone/Firestonefl 
the  United  Steelworlsr 
ended  their  two-year  dism 

■  Airbus  Industrie  beat«rt 
rival  Boeing  to  win  or£ 
from  usAir  for  120  small  I 

■  Luxury  on  the  chH) 
Lexus  cut  prices  of  »< 
coupes  by  $1,600  to  $4,4» 
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INTRODUCING  A  FLIGHT 
OF  THE  IMAGINATION. 


BUILT-IN  28.8Kbps  MODEM 

With  a  built-in  voice/lax  modem  you 
can  stay  in  touch  with  the  world 

quickly  and  efficiently.  Other  telecom 
features  include  a  speakerphone 
and  answering  machine. 


MODULAR  6X  CD-ROM 

Tecra's  SelectBay  "lets you  swap 
a  fast  ex  CD-ROM  drive  with 
a  modular  floppy  drive,  or 
even  a  second  hard  drive. 


sun 


S»  *    »    k  '  »  '  »  ,»'  t    i  '.XiJEff" 


FULL-MOTION  VIDEO 

Toshiba  s  Zoomed  Video  technology 
offers  full-motion,  full-screen  video 
and  MPEG  support,  all  on  a 
giant  12  1"  display. 


»  «  *  »  »  »  *  I  JL1  % 
t     #  f 


32-BIT  PCI  ARCHITECTURE 

Coupled  with  a  120MHz  Pentium- 
processor.  PCI  architecture  gives 
you  maximum  data  throughput 
for  superior  system  performance 


COMPLETE  WITH  LANDING  GEAR. 


POWERFUL  DOCKING 

The  optional  Desk  Station  V  Plus  provides 
instant  connection  to  your  desktop  setup  and 
includes  stereo  speakers,  a  SelectBay  "as  well 

as  slots  for  PC  Cards,  PCI  and  ISA  cards 


~ "I   INTRODUCING  THE  NEW  TECRA.  Packed  with  cuttingtdge  technoli  >gv,  the  newest  Tecra  has  the  pi  wer  to  make 

j^^HM    your  ideas  fly.  You  get  a  quick-thinking  Pentium  processor,  lightning-fast  PCI  architecture  and  a  massive  1 . 3  billion 
byte  hard  drive.  Plus,  Tecra  otters  powerful  multimedia  with  full-motion  video,  stereo  sound  and  a  6X  CD-ROM  drive 
-  ,    you  can  swap  with  a  second  hard  drive.  Top  it  all  oft  with  the  expansion  capabilities  of  the  Desk 

Station  V  Plus,  and  you've  got  a  notebook  that  will  take  you  to  new  heights.  For  more  information 


visit  the  Toshiba  website  at  http://computers.toshiba.com,  or  for  a  dealer  near  you,  call  1-800-457-7777. 


Microsoft* 


500CDT 

•  12.1"  dia.  color  active-matrix  TFT  display, 
800  x  600  resolution 

•  6X  CD-ROM 
500CS 

•  12.1'  dia.  color  dual-scan  DSTN  display. 
800  x  600  resolution 

•  Optional  6X  CD-ROM 


BOTH  MODELS 

•  120MHz  (2  9v)  Pentium'  processor, 
256KB  L2  cache 

•  PCI  system-bus  architecture 

•  16MB  ot  EDO  DRAM  expandable  to  144MB 

•  1.3  billion  byte  (=1 26GB)  removable  hard  drive 

•  Built-in  28  8Kbps  voice/tax  modem 


SelectBay'  supports  3  5"  floppy  drive,  6X  CD-ROM 

or  optional  second  hard  drive 

HiOVideo™  PCI  graphics  controller,  2MB  video  memory 

16-bit  Sound  Blaster'  Pro  compatible  audio  system  with 

stereo  speakers  and  microphone 

Supports  two  Type  II  or  one  Type  III  16-bit  PC  Cards, 

ZV  Cards  or  32-bit  CardBus  Cards 

FIR  (Fast  Infrared)  compliant  Iron!  and  back  ports 


Lithium  Ion  battery 
Integrated  AC  adapter 

Optional  Desk  Station  V  Plus  docking  station 
Optional  NoteOock'  II  Enhanced  Port  Replicator 
Windows  95  or  Windows"  tor  Workgroups 
3-year  limited  warranty 
Toll-tree  technical  support  -  7  days  a  week. 
24  hours  a  day 


In  Touch  with  Tomorrow 

TOSHIBA 

The  World's  Best  Selling  Portable  Computers. 

©1996  Toshiba  America  Information  Systems.  Inc  All  specifications  and  availability  are  subiect  to  change  All  products  indicated  by  trademark  symbols 
are  trademarked  and/of  registered  by  their  respective  companies  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation 
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CHINA 


THE  RACE  TO  BECOME 
CHINA'S  MICROSOFT 

Software  makers  battle  each  other,  U.  S.  rivals,  and  pirates 


At  Kelihua  Co.'s  research  center 
outside  Beijing,  workers  old  and 
young  are  racing  to  meet  the  de- 
mands of  one  of  the  fastest-grow- 
ing software  markets  in  the  world.  In 
the  center's  busiest  room,  engineers  in 
then-  20s  labor  intensely  over  programs. 
Seated  close  to  them  are  more  than  100 
retired  teachers,  developing  the  lan- 
guage, science,  and  math  lessons  for 
Kelihua  products.  With  the  State  Edu- 
cation Commission's  recent  decision  to 
equip  1%  of  China's  800,000  primary 
and  secondary  schools  each  year  with 
computers  and  software,  demand  just 


keeps  growing.  "This  market  is  almost 
infinite,"  says  Song  Chaodi,  president 
of  Kelihua. 

Kelihua  and  a  handful  of  other  com- 
panies are  emerging  as  top  players  in 
China's  turbulent  software  industry. 
These  companies  hold  great  promise, 
provided  they  can  overcome  the  obsta- 
cles that  remain.  Piracy,  the  plague  of 
foreign  software  companies  in  China,  is 
also  the  bane  of  companies  like  Keli- 
hua. Chinese  producers  are  briskly  sell- 
ing accounting,  word-processing,  and 
publishing  programs — but  they  face  gi- 
ant competitors  from  the  U.  S.  And  like 


KELIHUA:  Its  operating 
margins  approach  U0% 

software  makers  globally,  tl 
Chinese  cannot  escape  the  1 
dustry  standards  set  by  Midi- 
soft  and  Intel,  standards  til 
often  give  Americans  an  edgi 
But  for  the  Chinese  cornl 
nies  that  survive,  the  rewall 
will  be  huge.  A  few  years  a§ 
the  domestic  software  businfe 
was  minuscule,  and  even  now 
success  story  like  Kelihua  1 
only  $12  million  in  revenufe 
though  operating  margins  I 
proach  40%.  But  the  growtl§> 
breathtaking,  says  Duh  Jia» 
Microsoft  Corp.'s  general  ml 
ager  in  China.  He  sees  a  maifH 
with  annual  sales  of  at  least  1 
billion  by  2002.  By  then,  "If 
software  companies  will  hold  more  tl 
50%  of  the  China  market,"  he  predift 
up  from  around  15%  or  so  now. 
GOVERNMENT  CARD.  The  government 
nurturing  the  local  industry  with  Ik 
interest  loans,  tax  breaks,  and  by  pip 
suring  foreign  software  companies 
set  up  joint  ventures.  "If  China  has  If 
ready  produced  its  own  software, 
government  encourages  customer; 
buy  local,"  says  Yang  Jun,  vice-pr  at 
dent  of  China  National  Computer 
ware  &  Technology  Service  Corp. 
hua  chief  Song  knows  how  to  play 
government  card  by  working  closf '  i 
with  the  State  Education  Commissio  lei 
developing  Kelihua's  curriculum. 

The  policymakers  have  also  fav(flfti 
Beijing-based  UfSoft  group,  an  accoi 
ing  software  company.  When  China's 
nance  Ministry  decided  not  to  cei 
any  accounting  software  made  by 
Chinese  companies,  it  gave  UfSo 
boost  that  has  won  it  40%  of  nat 
wide  sales,  the  largest  share  of  the 
nese  financial  software  market,  accor 
to  the  United  States  Information  T 
nology  Office  in  Beijing.  UfSoft  r< 
larly  consults  with  the  Finance  Mini 
to  keep  up  with  rapidly  changing 


The  Players  in  Chinese  Software 


ELECTRONICS 
INDUSTRY  MINISTRY 

Government  body 
with  ultimate 
responsibility  for 
China's  software 
industry. 


BEIJING  KELIHUA  CO. 

Holds  30%  of  the 
fast-growing  educa- 
tional software 
market.  Cooperates 
closely  with  the 
State  Education 
Commission. 


UFSOFT  GROUP 

Market  leader  in 
accounting  software 
with  40%  of  the  mar- 
ket. Uses  close  links 
with  the  Finance 
Ministry  to  maintain 
dominance. 


BEIJING  FOUNDER 
ELECTRONICS  CO. 

Makes  desktop- 
publishing  software 
for  80%  of  China's 
newspapers,  maga- 
zines, and  printers. 
Expanding  to  Japan. 


STONE  RICH  SIGH 

Software  arm  of 
Hong  Kong-listed 
Stone  Electronics 
Developing  softwar 
for  the  Internet  in 
China. 

DATA  BW,  COMPANY  REPORTS 
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nting  rules.  "Chinese-made  applica- 
■is  software  can  more  easily  fit  into 
nese  society,"  argues  Wang  Wenjing, 
sident  and  chairman  of  UfSoft. 
American  companies  are  not  sitting 
.  UfSoft,  for  example,  is  going  head- 
lead  with  American  software  power- 
se  Oracle  Corp.  Despite  being  unable 
ret  government  certification  for  its 
Hinting  product,  Oracle  already  has 
1  over  the  China  operations  of  U.  S. 
ipanies  such  as  Motorola  Inc.  and 
nson  &  Johnson  to  its  software.  It 
n  persuaded  star  state  company 
shan  Iron  &  Steel  to  install  its  ac- 
iting  software,  despite  the  certifica- 
rules. 

i/hile  U.  S.  companies  penetrate  Chi- 
the  Chinese  are  looking  overseas, 
software  division  of  Beijing  Founder 
Ironies  Co.  has  sold  its  desktop  pub- 
ng  programs  to  80%  of  China's  3,500 
or  newspapers,  magazines,  and  book 
i  ses.  But  it  also  dominates  the  Hong 
i  g,  Singapore,  and  Taiwan  markets, 
nder's  engineers  are  also  developing 
iishing  software  in  Tibetan,  Mongo- 
Vietnamese,  Arabic,  and  Japanese. 
ES  HOOK-UP.  Stone  Rich  Sight  In- 
lation  Tech  Co.,  the  software  arm  of 
la's  Stone  Electronics,  is  counting 
China's  Internet  use  to  win  it  big 
s.  With  srs's  Chinese-language  "en- 
lg"  software,  users  can  receive  In- 
et  messages  that  were  written  with 
;rent  software  code.  Already,  SRS 
>rts  software  across  Asia  and  to  the 
.,  and  at  home  it  has  hooked  up  in 
Internet-related  alliance  with  Mi- 
oft,  Hayes,  and  China's  State  De- 
|  pment  Council.  The  customers  of 
government-run,  for-profit  service 
be  given  a  package  that  uses  Hayes 
ems,  Microsoft's  Internet  Explorer 
vser,  and  srs'  enabler  software, 
espite  all  the  growth,  rampant  soft- 
e  piracy  poses  a  major  problem, 
hua,  for  example,  saw  sales  of  its 
-generation  educational  software 
lmet  as  pirates  flooded  the  market 
copies  selling  for  a  few  dollars — 
oared  with  Kelihua's  $200  price  tag. 
ssponse,  Kelihua  has  rushed  to  pro- 
!  new  products  and  offer  an  online 
service  and  free  upgrades.  "For 
companies,  piracy  is  a  life-or-death 
W  says  Jack  Gao,  country  manager 
Autodesk  China,  a  company  facing 
wn  piracsy  problems, 
egitimate  companies  hope  the  huge 
itite  for  software  will  continue  to 
them  enough  business  to  offset  the 
jy.  "We're  trying  to  occupy  as  much 
le  Chinese  market  as  possible,  be- 
e  it's  still  a  blank  page,"  says  Wang 
vice-president  of  srs.  It's  a  perilous 
less,  but  the  winners  will  dominate 
mt  industry. 

By  Dexter  Roberts  in  Beijing 


RUSSIA 


A  SIGH  OF  RELIEF 
-FOR  THE  MOMENT 

Yeltsin's  return  means  Russia  can  start  tackling  its  woes 


At  6:00  a.m.  on  Nov.  6,  a  scant  23 
hours  after  surgeons  began  quintu- 
ple-bypass surgery,  doctors  removed 
Russian  President  Boris  N.  Yeltsin's 
respirator.  As  soon  as  he  could  talk, 
Yeltsin  requested  a  pen.  Within  seconds, 
he  signed  a  document  reclaiming  his 
presidential  powers  and  control  over 
Russia's  nuclear  arsenal.  As  with  so 
many  close  calls  in  his  political  career, 
Yeltsin  seemed  to  have 
again  bucked  the  odds 
to  pull  himself  out  of  a 
tough  spot. 

Yeltsin's  return  gives 
Russia  a  chance  to  re- 
store political  stability 
after  months  of  tumult. 
Within  days,  if  all  goes 
well,  Yeltsin  and  his 
aides  are  likely  to  be- 
gin filing  off  decrees  to 
show  he's  back  in 
charge  and  pushing 
ahead  with  the  agenda 
he  had  set  for  his  sec- 
ond term  before  his  re- 
election last  summer. 
At  the  top  of  the  list 
are  spreading  reforms 
to  the  grass  roots  by 
winning  regional  elec- 
tions and  convincing 
the  international  mar- 
kets that  the  economy 
is  on  track.  "Yeltsin's 
survival  removes  a  big 
chunk  of  the  uncertain- 
ty," says  Roland  Nash, 
chief  economist  of  Moscow-based 
naissance  Capital. 

Lack  of  firm  leadership  has  led  to  a 
series  of  setbacks  for  the  Yeltsin  ad- 
ministration this  fall.  Pro- Yeltsin  candi- 
dates have  lost  7  of  17  regional  guber- 
natorial elections  held  since  September. 
An  additional  35  governors  are  yet  to 
be  elected.  Now,  as  Yeltsin  reassumes 
control,  aides  such  as  Anatoly  B. 
Chubais  will  put  their  energies  to  help- 
ing pro- Yeltsin  candidates  win.  Chubais, 
Yeltsin's  chief  of  staff,  engineered  his 
reelection  and  is  bent  on  making  re- 
forms irreversible  at  the  local  level. 

But  big  obstacles  also  face  Yeltsin. 
Among  them  are  the  plans  of  opponents 
such  as  the  Communists  and  former 
general  Alexander  Lebed.  Since  the 
summer  elections,  Yeltsin's  aides  have 


BOUNCING  BACK? 

To  ease  Russia's  financial 
woes,  Yeltsin  will  have  to 
regain  the  confidence  of 
the  International  Monetary 
Fund  and  the  markets 


Re- 


attempted  to  co-opt  moderate  Commu- 
nists by  giving  them  posts  on  govern- 
ment commissions.  So  far,  the  strategy 
has  worked:  Communist  leader  Gennady 
Zyuganov  has  made  it  clear  that  his 
party  won't  stir  up  trouble  in  the  im- 
mediate future. 

NO  SECRET.  Lebed,  on  the  other  hand, 
is  a  bigger  challenge.  He  was  fired  as 
security  chief  in  October  after  criticizing 
the  President,  and  he 
makes  no  secret  of  his 
desire  to  become  Yelt- 
sin's successor.  To  build 
support,  Lebed  is  hook- 
ing up  with  nationalists 
and  may  run  for  gov- 
ernor of  the  Tula  re- 
gion. That  would  give 
him  a  base  for  attack- 
ing Yeltsin. 

While  tussling  with 
his  opponents,  Yeltsin 
will  also  have  to  find 
new  sources  of  money 
for  his  government. 
Most  important,  he 
must  find  funds  to  as- 
suage millions  of  angry 
unpaid  workers,  who 
altogether  are  owed 
close  to  $8  billion.  To 
ease  his  financial  woes, 
Yeltsin  will  have  to  re- 
gain the  confidence  of 
international  bankers, 
who  have  been  discour- 
aged by  recent  instabil- 
ity. They'll  be  looking 
to  see  if  Yeltsin  can  force  his  govern- 
ment to  collect  taxes  and  keep  its  deficit 
down — the  keys  to  keeping  a  monthly 
$340  million  International  Monetary 
Fund  loan  disbursement.  Russia's 
planned  $1  billion  Eurobond  offering  in 
December  will  be  a  test  of  market  sen- 
timent toward  the  country. 

Of  course,  Russia's  stability  still  rides 
on  how  rapidly  Yeltsin  will  recover. 
There's  a  chance  that  the  Russian  Pres- 
ident could  suffer  a  relapse  or  die.  And 
in  the  tumult  of  Russian  politics,  his 
opponents  will  be  looking  for  signs  of 
weakness.  But  most  Russians  are  tired 
of  instability.  For  now,  they  seem  to 
sense  that  their  own  economic  health 
is  tied  to  the  vigor  of  the  President 
they  reelected  just  last  June. 

By  Patricia  Kranz  in  Moscow 


International  Business 


THE  SEOUL  EXCHANCj: 

One  big  problem  is  (jl 
glut  of  IPOs 

fully  undersubscribL 
Meanwhile,  the  tin- 
honored  way  of  bailg 


out  Korean  stock 


STOCKS 


WHY  BEARS  ARE  PROWLING 
THE  SEOUL  BOURSE 

An  anticorruption  drive  and  slow  growth  spook  investors 


South  Korea  has  suffered  one  shock 
after  another  this  year.  First  came 
a  massive  political  slush-fund  scan- 
dal involving  two  former  Presidents  and 
several  industry  tycoons.  Next,  rising 
wages  and  renewed  competition  from 
Japan  damaged  Korea's  once  vaunted 
export  machine,  sending  the  trade  deficit 
soaring  and  hammering  corporate  earn- 
ings. So  perhaps  it's  no  wonder  that 
1996  should  draw  to  a  close  with  the 
Korean  stock  market  in  free  fall. 

These  are  scary  times  at  the  Seoul 
bourse.  On  Nov.  5,  the  Seoul  Composite 
Stock  Index  hit  a  three-year  low  of  733, 
following  a  dizzying  market  slide  that 
started  in  mid-October  (chart).  The  in- 
dex is  now  off  by  16%  this  year,  and 
market  pros  believe  that  it  will  fall  as 
far  as  700  by  yearend.  If  that  happens, 
some  $36  billion,  or  20%  of  the  bourse's 
market  value,  will  have  evaporated  in 
just  12  months. 

NO  teeth.  Why  the  carnage?  Investors 
are  certainly  gloomy  about  the  economy. 
Accustomed  to  double-digit  growth,  they 
recently  saw  the  government  reduce  its 
estimate  of  1996  growth  in  gross  do- 
mestic product  to  6.7%  from  7%,  com- 
pared with  last  year's  9%  advance.  But 
on  top  of  such  news,  market  watchers 
have  been  spooked  by  reports  that  Ko- 
rean prosecutors  will  go  after  investors 


who  set  up  bank  and  brokerage  ac- 
counts under  assumed  names.  The  prac- 
tice has  been  a  fixture  in  Seoul  for 
decades,  facilitating  tax  evasion,  money- 
laundering,  and  other  sordid  stuff.  Al- 
though it  was  banned  in  1993,  Presi- 
dent Kim  Young  Sam's  government  has 
had  little  success  in  enforcing  the  edict. 

Now  Kim  has  vowed 
to  find  the  offenders.  The 
worry,  however,  is  that 
an  anticorruption  drive 
will  scare  even  more 
money  out  of  the  mar- 
ket, "as  deep-pocketed 
investors,  who  often  hold 
fake-name  accounts,  are 
expected  to  go  under- 
ground," says  Lee  Sung 
Shik,  a  broker  at  Shin- 
young  Securities  Co. 

That  would  really 
sting,  since  the  Korean 
market  already  faces  a 
share  glut.  After  the  Securities  &  Ex- 
change Commission  lifted  a  quota  on 
public  offerings  back  in  September, 
dozens  of  companies  rushed  to  market. 
In  October  alone,  12  companies  went 
public,  raising  $484  million — 70%  of  the 
total  amount  for  1995.  One  flop:  A  new 
tranche  of  Korea  Telcom  shares  offered 
by  the  government  on  Oct.  12  was  woe- 


THE  CARNAGE 
IN  KOREAN  STOCKS 


700 


KOREAN  COMPOSITE  INDEX 
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vestors  is  no  longer  f- 
fordable.  The  KonM 
Finance  &  Econoi* 
Ministry  used  to  pftj 
up  the  market  by  fo 
ing  Seoul's  mutkl 
funds,  banks,  and  f< 
insurers  to  buy  mje 
shares  than  they  s<p 
But  "[the  institution] 
capital  losses  have  m 
en  into  their  profit," 
says  Yu  Yong  Jura 
market  watcher  wife 
the  Samsung  Economic  Research  Im- 
tute.  So  the  government  seems  to  hhe 
ruled  out  intervention.  Says  a  Fina* 
Ministry  official:  "We  expect  the  mam 
to  rebound  when  economic  fundama- 
tals  improve." 

SPIRALING  wages.  That  may  takft 
while.  Declining  global  prices  for  c# 
puter  memory  chips,  steel,  and  pelfc 
chemicals,  which  account  for  289M 
Korean  exports,  have  battered  coio- 
rate  earnings  and  probably  will  lew 
the  country  with  a  heavy  $20  bibr 
current-account  deficit  by  yearend.  (*■ 
porate  profits  fell  41%  in  the  w 
half,  with  flagship  companies  suchp- 
Samsung  Electronics  Co.  and  lg  Clin- 
ical Ltd.  posting  60%  and  80%  prjlt 
declines,  respectively. 

What's  more,  withae 
South  Korean  won  if' 
2%  vs.  the  yen  yeaili) 
date,  the  chaebol  m 
themselves  at  a  diid 
vantage  against  a  njfe 
price-competitive  Jaft 
Wages  are  spiralingtp^ 
ward  at  home,  \fh 
hourly  labor  costsfir 
manufacturing  arolit 
$7.40  last  year,  up  ftfi 
$1.23  in  1985. 

Whether  Korea  m 
back  on  the  fast  track|te- 
pends  on  the  progresloi< 
Kim's  economic-reform  campaign, 
has  backed  off  from  curtailing  the 
nomic  power  of  the  chaebol  and 
selling  state-owned  enteiprises.  Wi 
presidential  election  looming  in  Dei 
ber,  1997,  his  caution  is  hardly  surpri 
Yet  until  serious  reform  begins,  the  s 
market  is  probably  in  for  more  mis( 
By  Catherine  Keumhyun  Lee  in  S 
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JWAN 


UDDHISM  GETS  DOWN 

0  BUSINESS-AND  POLITICS 

ixious  times  feed  the  temples'  membership-and  clout 


's  easy  to  mistake  Fokuangshan 
Temple  for  Disneyland.  Here,  an  ex- 
libit  about  the  Buddha,  modeled  on 
ney's  "It's  a  Small  World,"  features 
e-like  rooms  with  gold  Buddhas  sur- 
nded  by  painted  plaster  children  and 
rials  that  burst  into  song  when  visi- 
i  walk  by.  In  one  cave,  hundreds  of 
•size  bodhisattvas  meditate  on  fake 
sides,  like  so  many  stalagmites,  while 
red  lights  swirl  around 
head  of  a  gigantic 
Idha.  As  thousands  of 
tors  who  come  every 
>kend  exit  to  the 
ids  of  mechanical  birds 
ping,  a  Buddhist  nun 
[  in  gold  stiffly  waves 

|  dbye. 
here's  a  direct  connec- 
i  from  this  Buddha 

i  t  show  in  southern 

I  van  to  the  Democratic 

|  ional  Committee's 
1-raising  activities  in 

j  U.  S.  The  Buddhist  or- 

<  ization's  branch  in  Los 
[eles,  the  Hsi  Lai  Tem- 

I  is  being  investigated 

|  the  Federal  Election 

>  imission  regarding  its 
l-raiser  featuring  Vice- 

ij  sident  Al  Gore.  It's  not 

I  r  that  the  event  was 

I  ;hing  more  than  an  at- 

l|  pt  to  boost  the  tem- 

B  i  prestige  in  the  U.  S. 

I  it  is  becoming  clear  is 

I.  Taiwan's  biggest  tem- 

|  are  increasingly  wield- 

H  clout  among  millions 

|  illowers  and  having  an 

fj  ict  far  beyond  the  con- 

I  >  of  the  island.  "These 

1  not  the  traditional 

t.  ales  we  used  to  know," 

t!  i  Chu  Rong-kuei,  a  researcher  at 
Academia  Sinica  think  tank.  "It's 
i  business." 

TERN  FREEDOMS.  Fokuangshan  is 
|  of  many  large  Taiwanese  Buddhist 
I  nizations  benefiting  from  a  changing 
ranese  society.  Unlike  traditional  an- 
f  "al  worship  and  meditative  Buddhist 
tices,  the  new-style  temples  are  or- 
j  zed  around  a  central,  often  charis- 
jic  personality.  They  draw  people 
|  ing  answers  in  uncertain  times:  an 
|  solved  relationship  with  China,  a 


changing  economy,  a  society  adjusting  to 
Western-style  freedoms.  They  attract 
huge  amounts  of  money  from  Taiwan's 
growing  middle  class.  They  operate  like 
large  companies,  earning  substantial  in- 
come from  publishing  and  other  promo- 
tional ventures.  Their  influence  is  so 
highly  regarded  that  politicians  court 
their  political  support. 

Like  some  evangelical  groups  in  the 


Taiwan's  Powerful  Temples 


FOKUANGSHAN 
BUDDHIST 
ORDER 


TZU  CHI 
FOUNDATION 


Master  Hsing  Yun 
claims  a  world- 
wide membership 
of  1  million.  Tem- 
ple has  historical 
ties  to  KMT  lead- 
ers. Members  of 
a  U.S.  branch 
raised  money  for 
Democrats. 


Master  Cheng  Yen, 
known  as  Taiwan's 
Mother  Teresa, 
claims  2  million 
followers.  Operates 
hospitals  and 
schools  in  Taiwan 
and  has  an  exten- 
sive international 
charity  and  relief 
network. 


I-KUAN-TAO 

Distinct  20th  cen- 
tury Chinese  reli- 
gion synthesizing 
Eastern  and  West- 
ern beliefs.  Orga- 
nized around  local 
temples,  with 
400,000  mem- 
bers. Banned  as 
communist-lean- 
ing until  1987 
but  now  consid- 
ered pro-KMT. 

U.  S.,  several  have  become  enmeshed 
in  financial  scandals.  That  has  sparked  a 
national  soul-searching  over  religion's 
role  in  society.  Newspaper  editorials 
question  whether  Taiwan's  society  is 
sick.  "Taiwan  has  changed  so  much,  so 
quickly,  people  don't  know  how  to  iden- 
tify themselves  in  present  society,"  says 
sociologist  Lin  Mei-rong.  "There's  a  kind 
of  emotional  need  to  grasp  something 
they  can  identify  with."  Taiwan's  de- 
mocratization process  has  also  brought 
religion  and  politics  closer  together. 


Politicians  use  temples  as  key  places  to 
shop  for  votes  at  election  time,  and  the 
temples  quietly  back  the  status  quo  by 
declining  to  criticize  the  ruling  Kuo- 
mintang  (kmt). 

The  70-year-old  leader  of  Fokuang- 
shan, Master  Hsing  Yun,  is  considered 
one  of  the  more  political  religious  lead- 
ers. He  has  historical  ties  to  the  kmt, 
but  he  backed  a  candidate  favoring  re- 
unification with  China  against  the  more 
independence-minded  President  Lee 
Teng-hui  during  March's  presidential 
election.  Gore,  while  a  U.  S.  Senator, 
visited  Fokuangshan  in  1989.  Fokuang- 
shan officials  say  the  temple  does  not 
give  money  to  U.  S.  politicians,  but 
members  of  the  U.  S.  temple  have  do- 
nated on  their  own. 

GLOBAL  RECOGNITION.  Fokuangshan  of- 
ficials won't  say  how  much 
money  the  temple  raises, 
but  the  organization  sup- 
ports 120  branches  around 
the  globe,  including  nine 
in  the  U.  S.  It  boasts  four 
universities,  13  Buddhist 
colleges,  22  libraries,  1 
million  followers,  and  a 
number  of  charities.  To 
charges  the  temple  is 
more  a  business  than  a  re- 
ligion, Yi  Kung,  director 
of  Fokuangshan's  cultural 
department,  says  the  tem- 
ple depends  on  its  income 
to  support  its  good  works. 
"Our  principle  is,  the  mon- 
ey comes  in  from  all  di- 
rections, so  it  should  also 
go  out  in  all  directions," 
she  says. 

Since  September,  lead- 
ers of  various  cults  have 
been  charged  with  swin- 
dling followers.  One  tem- 
ple leader,  using  doctored 
photographs  to  show  him- 
self standing  simultane- 
ously on  the  Great  Wall  in 
China  and  in  Taiwan,  al- 
legedly amassed  a  $100 
million  fortune.  Followers 
of  yet  another  group  ac- 
cused their  leader  of  sell- 
ing bogus  land  deals  in 
Belize.  Both  are  awaiting  trial  for  fraud. 

Justice  Minister  Liao  Cheng-hao  has 
vowed  to  "clean  up  religion,"  and  there 
are  calls  for  regulations  to  separate 
"legitimate"  from  "false"  groups.  That 
kind  of  talk  raises  concerns  about  the 
heavy  hand  of  a  government  that  has 
historically  quashed  dissent.  But  as  the 
wealth  and  fears  of  a  newly  rich  soci- 
ety grow,  the  delicate  balance  between 
church  and  state  will  have  to  be  care- 
fully negotiated. 

By  Jonathan  Moore  in  Kaohsiung 


International  Business 


BRITAIN 


A  BRITISH  PUBLISHER'S 
DREAMS  OF  EMPIRE 

Grassroots  sales  help  Dorling  Kindersley  push  into  multimedia 


PRIVATE  PARTY 


Browsing-and  buying-at  a  DK  host's  shindig 


M 


lunching  bread  sticks  with  garlic 
dip  and  sipping  white  wine,  nine 
I  women  squeezed  into  the  living 
room  of  bridal-salon  owner  Alison  Dnuy 
in  the  middle-class  London  suburb  of 
Tonbridge  one  recent  Thursday  evening. 
As  the  wine  flowed,  the  talk  turned 
from  homes  and  families  to  the  Amazon 
rain  forest  and  the  Arctic  Ocean.  A 
home  study  group?  Hardly.  This  was  a 
Tupperware-style  party  with  a  differ- 
ence: On  sale  were  elegant  reference 
books  and  multimedia  titles  for  children 
and  adults.  By  the  end  of  the  evening, 
the  guests  had  bought  $430  worth. 

Parties  thrown  by  hosts  such  as 
Dnuy  are  firing  up  sales  at  fast-growing 
London  publisher  Dorling  Kindersley 
Holdings  PLC.  But  they're  just  one  facet 
of  the  growth  strategy  of  Chairman  and 
ceo  Peter  I).  Kindersley,  55,  who  co- 
founded  the  company  in  1974  with  now- 
retired  Christopher  Dorling.  Increas- 
ingly, he  is  moving  DK  into  publishing  its 
own  books  in  new  markets,  such  as 
Russia  and  South  Africa,  instead  of  li- 
censing them.  In  a  risky  move  beyond 
print,  Kindersley  is  expanding  rapidly 
into  cd-roms.  And  he  plans  to  launch  a 
TV  advertising  campaign  in  the  U.  S. 
next  year,  with  Britain  to  follow. 

Kindersley,  a  former  book  designer, 
helped  create  what  DK  calls  lexigraphics 
to  convey  the  information  in  its  books. 


Each  page  is  dominat- 
ed by  a  main  picture, 
which  is  surrounded 
by  explanations  and 
supplementary  infor- 
mation. With  this  mar- 
riage of  words  and  pic- 
tures, says  Kindersley, 
"the  information  leaps 
off  the  pages."  Such  an 
approach  also  makes  it 
easy  to  translate  books 
and  multimedia  prod- 
ucts for  the  global 
market,  with  77%  of 
dk's  sales  coming  from 
outside  Britain. 

The  global  push  by 
dk  Family  Library,  the  home-sales  unit 
started  in  1992,  seems  like  a  safe  bet. 
Its  sales  force  could  balloon  from  20,000 
currently  to  70,000  over  the  next  few 
years,  with  the  launch  of  home  sales  in 
Russia  and  Australia  this  past  Septem- 
ber and  expansion  into  India  set  for 
next  spring.  Kindersley  plans  to  roll  out 
Family  Library  in  one  country  per  year. 
Prospects  are  "extremely  good,"  says 
Lorna  Tilbian,  a  media  analyst  at  Pan- 
mure  Gordon  &  Co.  Aside  from  yielding 
higher  margins,  this  direct  route  helps 
insulate  dk  from  the  ups  and  downs  of 
store-based  book  and  cd-rom  retailing. 

Since  1993,  the  first  year  after  dk 


KINDERSLEY'S 
GROWTH  FORMULA 


•  Expand  its  fast-growing 
direct-selling  arm,  which 
already  runs  in-home  parties 
in  Australia,  Britain,  Russia, 
and  the  U.S. 

•  Push  its  CD-ROMs,  includ- 
ing new  titles  that  feature  a 
seamless  link  with  the  World 
Wide  Web. 

•  Focus  on  publishing 
instead  of  licensing  in  new 
countries  to  retain  control 
over  marketing. 

DATA:  BUSINESS  WEEK 


went  public,  revenue  has  doubled-o 
$279  million  in  the  year  ended  on  Jie 
30,  with  a  $27.8  million  profit,  up  3a 
year  on  year,  dk  Family  Librjy 
brought  in  $26.4  million  in  revenues,  p 
76%  over  the  previous  12  months. 

The  cloud  on  dk's  horizon:  cd-rom 
Its  20  titles,  from  The  Way  ThitM 
Work  to  Dinosaur  Hunter,  priced  frn 
$46  to  $78  in  Britain,  posted  sales! 
$33.9  million  in  the  latest  fiscal  year,B 
62%  over  the  previous  year.  But  I 
faces  fierce  competition  in  the  ovl 
crowded  U.  S.  cd-rom  market  from  cos 
petitors  such  as  U.  S.-based  Microsfc 
Corp.  and  Broderbund  Software  ik 
Some  of  the  hottest  rivalry  is  in  hytft 
multimedia  cd-roms,  which  include  fje 
"seamless"  access  to  proprietary  Vm 
sites  offering  such  features  as  updaB 
information,  games,  and  the  opportuiw; 
to  talk  to  authors.  To  keep  its  prodl) 
line  innovative,  dk  will  push  increasiljl 
ly  into  online  ventures,  though  it  has; 
yet  discovered  how  to  make  moA 
from  them,  admits  Alan  Buckingham 
dk  Multimedia's  managing  director,  m 
"QUALITY."  While  dk  is  smaller  than  m 
crosoft  and  Broderbund,  its  cd-rao 
have  won  such  awards  as  the  pre! 

gious  Milia  d'Or  of  ie 
Cannes  multimedia  & 
tival.  "dk  has  a  vS 
well-thought-throuj. 
line  that  is  certaiiy 
higher  quality  than  v- 
erage,"  says  Ted  Pjf 
president  of  consult^ 
InfoTech  Inc. 

That  edge  mayi 
crucial  to  survive  w 
expected  shakeoulfe 
the  multimedia  bii 
ness  in  the  U.  S.,  w4 
accounts  for  nearly  i 
of  dk's  multimedia  :[* 
enues.  The  proliferaflf 
of  new  titles  in  ■ 
U.  S.  market  far  «  ! 
strips  the  growth 
sales  volume  and  available  retail  spBe 
Fears  of  such  a  shakeout  have  hela 
push  dk's  share  price  down  16%|t< 
$8.91,  since  its  May  peak. 

But  Buckingham  believes  that  U 
company's  global  spread,  its  innovafl 
hybrids,  and  its  selling  route  strai 
into  homes  will  cushion  the  blow.  (Iff 
rently  in  the  U.  S.,  "there  is  only  r»| 
for  a  few  brands,"  says  David  Tab* 
director  of  research  at  London  corjl 
tant  Durlacher  Multimedia  Ltd.  "M. 
ling  Kindersley  would  be  one."  (j*  I 
tainly,  the  folks  at  Alison  Drury's  pHf . 
would  agree. 

By  Heidi  Dawley  in  LorH 
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a  SIMPLE  yet  ACCURATE 

DEMONSTRATION  OF  HOW  OUR 


ANTI-THEFT  KEY  works. 


Finally,  there's  a  CAR  PROTECTION  device  whose  bite  is  worse  than  its  hark. 
Fo  r  J  M  otor  Co  m  p  a  n  y  e  n  g  1  n  e  e  r  s  h  a  v  e  d  c  v  e  1  o  p  e  d  w  h  a  t 's  h  e  1  n  g  hailed  a  s  one  of  t  h  e 
most  powerful  ANT  I  -THEFT  inventions  ever.  A  remarkable  computer  chip  that's 
\  m  b  e  d  d  e  d  in  the  k  ey.  This  chip  s  e  n  d  s  a  distinct  ELECTRO  N I  C  S  I  G  NA  I  directly 
o  the  car's  engine  before  it  will  ever  start.  You  see.  at  FORD  MOTOR  COMPANY, 
ve're  not  only  committed  to  building  the  best  quality  cars  and  trucks  in  the 
W  0  R  L  D  but  a  1  s  o  t  o  m  a  k  i  n  g  a  b  s  o  lutel  y  s  u  r  e  o  u  r  C  U  S  TOM  E  R  S  k  e  e  p  t  h  e  m. 
because   we  believe   your  car  should  always   be  there  for   you.  hike  a  best  friend. 


Ford    •    Ford  Trucks 


Lincoln  Mercury 


Q_U  A  L   I  T  Y      IS      JOB  1 

Available  on   select   Ford.   Lincoln   and    \ler<ur\    products     For   more   information,   contact    us   on   the   Internet   at     h  1 1  p:  llw  w  n  forJ.com 


Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Funds  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM's 
equity  hinds.  Over  time,  it's  heen  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 

CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 

1-800-246-4246 


AIM 

*  Source:  Morgan  Stanley  International  Perspective,  through  September  30,  Performance  results  are  historical  and  include  reinvestment  of  all  distribi 
changes  in  net  asset  value  and  maximum  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  (hat  an  investor's  shares,  when  rede 
ma\  be  worth  more  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  w  hich  began  on  0/1  SA)-t.  will  differ  due  to  a  difference  in  sales  charge 
lure  and  Fund  expenses.  A  I  M  Distributors.  Inc.  10/96. 


nternational  Outlook 


ITED  BY  PAULA  DWYER 


0 LAND'S  PRESIDENT 

IUST  DANCE  A  NIMBLE  POLKA 


s  he  nears  the  end  of  his  first  year  in  office,  Polish  Pres- 
ident Aleksander  Kwasniewski  has  proved  himself  an 
I  agile  diplomat.  And  it's  not  just  because  of  his  travels  to 
;tern  capitals,  where  he  has  lobbied  for  Poland's  admission 
•iATO  and  the  European  Union.  Just  as  important,  he  has 
id  the  rancor  that  split  Poland's  urban  and  rural  popula- 
s  and  put  him  at  odds  with  Roman  Catholic  Church  lead- 
who  saw  him  as  a  communist  leftover, 
[wasniewski's  deftest  move  by  far  has  been  to  avoid  poli- 

associated  with  the  communist  era.  Even  though  Kwas- 
vski  led  the  ex-communists'  Democ- 
c  Left  Alliance  until  he  was  elected 

November,  as  President  he  has  fa- 
id  shock  therapies  that  the  Solidarity- 
feed  government  launched  in  the  early 
)s.  These  include  strict  limits  on  state 
iding  to  keep  inflation  in  check, 
iut  now  that  Kwasniewski  has  shown 
;an  mend  fences  and  keep  Poland's 
lomic  miracle  on  track,  his  biggest 
lenges  lie  ahead.  He  must  oversee  a 
>nd  wave  of  reform  that  may  prove 
jher  than  the  first.  To  do  this,  Kwas- 
reki  may  need  to  adjust  his  low-key 
e.  He  prefers  working  behind  the  ~ 
es  on  controversial  issues  while  playing  the  role  of  states- 

in  public.  But  Kwasniewski's  success  may  now  count  on 
ability  to  be  a  salesman. 

DODGERS.  Kwasniewski  must  attack  the  most  entrenched 
overs  of  the  old  system.  For  example,  there  are  some 
D  enterprises  still  on  state  books,  eating  up  resources 
private  sector  could  use  better.  Industries  such  as  copper 
ng  desperately  need  restructuring.  And  privatization 
lid  be  sped  up  in  industries  such  as  telecommunications, 
:h  could  help  Poland's  overall  competitiveness, 
lie  country's  legal  system  must  also  be  improved.  Poland 
has  no  way  of  tracking  assets  pledged  for  collateral  on 


KWASNIEWSKI 


loans.  With  30%  of  the  economy  working  underground  to 
avoid  taxes,  Poland  needs  to  lower  the  45%  top  tax  rate 
and  bolster  enforcement. 

But  the  biggest  task  of  all  will  be  overhauling  the  state- 
funded  pension  scheme.  Some  9  million  pensioners  receive 
75%  of  their  former  wages,  swallowing  up  30%  of  all  state 
spending.  The  pension  system  has  acted  as  a  shock  absorber, 
allowing  workers  to  retire  early  rather  than  be  laid  off.  To 
ease  the  burden  on  its  budget,  Poland  is  slowing  the  growth 
rate  of  payouts.  The  next  step  is  to  push  private  pensions. 

But  with  one-third  of  Poland's  26  million 
voters  on  pension,  reform  will  take  all 
the  political  will  Kwasniewski  can  muster. 

Adding  to  the  President's  challenges 
is  a  slowdown  in  Poland's  go-go  growth, 
which  has  cushioned  the  country's  tran- 
sition. Its  economy  was  the  first  in  the 
region  to  take  off  after  the  Soviet  Union's 
collapse  in  1991.  It  grew  7%  last  year, 
thanks  to  a  boom  in  private  enterprise. 
This  year,  growth  will  be  5%  to  6%. 

So,  with  parliamentary  elections  just  a 
year  away,  Kwasniewski  is  under  pres- 
sure to  make  difficult  decisions.  This  time 
"  around,  he  can't  count  on  the  opposition 
to  self-destruct.  His  party,  in  alliance  with  the  Polish  Peasant 
Party,  took  power  in  1993  because  some  Solidarity-backed  par- 
ties failed  to  get  the  minimum  votes  to  enter  Parliament. 
Now,  breakaway  parties  are  regrouping  under1  the  banner  of 
Election  Movement  Solidarity  (aws).  With  20%  support  in  the 
polls,  it  is  neck  and  neck  with  the  Democratic  Left  Alliance. 

Opposition  implosion  or  not,  Kwasniewski  can't  lie  low. 
Soon,  he'll  have  to  balance  the  competing  wishes  of  econom- 
ic reformers  with  those  of  pensioners,  without  eroding  his 
coalition's  majority  or  discouraging  investment.  It's  testing 
time  for  his  skills  as  diplomat  and  salesman. 

By  Karen  Lowry  Miller  and  John  Templeman  in  Warsaw 


ugh  reform  road 


GLOBAL  WRAPUP 


IA  S  COSTLIEST  CITIES 

Beijing  now  beats  out  Tokyo  as  the 
■st  expensive  city  in  Asia  for  execu- 
e  housing.  A  recent  study  by  Hong 
ng  property  consultants  Brooke 
llier  Parker  shows  average  rents 
first-class  residences  going  for 
30  per  square  foot  a  month.  Tokyo 
nes  in  second  at  $5.60,  followed  by 
r  other  downscale  Asian  cities:  Ho 
i  Minh  City  ($5.50),  Hanoi  ($5), 
mbay  ($4.70)  and  New  Delhi 
.50).  With  foreign  investors  snap- 
g  up  all  the  available  high-grade 


residences,  rents  in  these  locales  are 
expected  to  remain  high  until  housing 
supply  comes  more  into  line  with 
demand. 

LAGARDERE  PROBED 

►  The  French  government's  mid- 
October  decision  to  sell  money-losing 
defense  and  consumer-electronics 
giant  Thomson  to  the  Lagardere 
Group  for  a  symbolic  one  franc  is  now 
mired  in  protest.  Politicians  and  union 
leaders  have  expressed  strong  opposi- 
tion to  the  deal,  which  also  involves 
selling  Thomson  Multimedia,  the 


heavily  indebted  consumer-electronics 
subsidiary,  to  Korea's  Daewoo  Corp. 
Now,  a  1992  complaint  by  a  minority 
shareholder  over  a  Lagardere  family- 
owned  company's  management  fees 
has  cast  another  shadow  over  the 
sale.  A  French  magistrate  on  Oct.  28 
placed  Chairman  Jean-Luc  Lagardere 
under  investigation  for  misuse  of 
company  property.  The  timing  could- 
n't be  worse,  as  the  government's  pri- 
vatization agency  must  deliver  its 
stamp  of  approval  on  Thomson's  sale 
by  yearend.  Still,  few  expect  the 
investigation  to  derail  the  deal. 
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The  Corporation 


STRATEGIES 


AMERICAN  STANDARD 
WISES  UP 

Smart  manufacturing  methods  make  it  a  growth  machine 


Emmanuel  A.  Kampouris  learned 
early  the  value  of  diversification. 
When  he  was  27,  his  father,  a 
Greek  cotton  merchant  and  farmer 
then  living  luxuriously  in  Egypt,  was 
among  foreigners  driven  out  in  a  spasm 
of  Egyptian  nationalism  in  1962.  Gone 
were  the  house  in  Alexandria,  a  200- 
acre  banana  plantation  in  the  Nile  delta, 
and  a  trading  business.  Shrewdly,  his 
father  had  a  made  a  few  investments  in 
Greece  that  got  the  family  back  on  its 
feet.  "Were  it  not  for  that,  we  would 
have  been  cast  into  poverty,"  he  says. 

Kampouris,  61,  now  ceo  of  American 
Standard  Cos.,  based  in  Piscataway, 
N.J.,  has  traveled  far  since.  But  his  de- 
votion to  spreading  his  eggs  among  sev- 
eral baskets  remains  strong.  In  an  age 
when  many  U.  S.  companies  are  paring 
down  to  one  core  business,  Kampouris' 
belief  in  "judicious  diversification"  is 
paying  off.  Riding  rising  global  demand 


for  air-conditioning  and  heating  gear, 
plumbing  parts,  and  truck  brakes,  Kam- 
pouris has  turned  the  $5  billion  con- 
glomerate into  a  growth  machine. 
"BAT  OUT  OF  HELL"  That's  quite  a  change. 
Back  in  1988,  Standard  went  private  in 
a  $3.2  billion  leveraged  buyout  to  fend 
off  a  hostile  takeover  bid  by  Black  & 
Decker  Corp.  A  year  later,  when  Kam- 
pouris, then  a  24-year  Standard  veteran, 
was  promoted  to  the  top  job,  Standard 
was  staggering  as  recession  and  the 
enormous  debt  load  combined  to  bring 
heavy  losses.  Typical  lbo  practice  would 
have  been  to  sell  off  its  myriad  busi- 
nesses piecemeal.  Although  Kampouris 
sold  off  a  few  unwanted  units,  his  real 
energy  went  into  making  the  survivors 
better.  Today,  outsiders  say  Standard's 
success  at  finding  gold  in  mundane  com- 
modes, coolers,  and  truck  parts  is  an 
object  lesson  in  smart  manufacturing. 
Says  management  guru  Michael  Ham- 


CEO  KAMPOURIS:  Debt  is  down  andm 
operating  earnings  are  soaring 

mer:  "They've  learned  how  to  tak  { 
manufacturing  business  and  run  it  lilili 
bat  out  of  hell." 

Last  year,  after  a  February  IPO  t|g 
returned  Standard  to  the  public  m 
ket,  Kampouris  put  an  end  to  the  m 
ink.  Net  income  before  extraordirr? 
items  hit  $141.8  million  on  sales  \M 
sizzling  17%,  to  $5.2  bilhon.  And  thoS 
sales  growth  is  expected  to  slow  slifl 
ly,  to  11.5%  this  year,  analysts  expecii 
come  to  climb  nearly  30%,  to  $184  ill 
lion.  Investors  are  cheering:  Since  B 
ipo,  Standard's  stock  has  climbed  £S 
to  around  37.  "It's  not  hard  to  becorit 
believer,"  says  Kevin  L.  Risen,  whcl 
manages  two  Neuberger  &  Ber^j 
Management  Inc.  mutual  funds  that  sr 
3  million  shares.  "They  are  revolutir 
izing  how  products  are  delivered."  I 

What's  Kampouris'  secret?  Over! 
past  several  years,  Standard  a 
streamlined  the  way  it  makes  evft 
thing  from  its  name-brand  bathroomi) 
tures  to  the  giant  office  air-condi1>r 
ing  systems  and  pneumatic  truck  brfce 
produced  by  its  Trane  and  Wabco  ujti 
The  common  thread  in  Kampourisii 
dustrial  crazy-quilt  is  a  little-knv 
manufacturing  discipline  with  Ji 
unglamorous  name  of  demand  flow  td 
nology  (dft).  By  radically  improjfll 
production  efficiencies  in  its  manu< 
turing  plants,  dft  has  allowed  Stantr 
to  slash  costs  by  boosting  its  overall 
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With  all  due  respect  to  RISC/UNIX-based  systems,  we  think  you'll  find  our  Professional 
Workstation  offers  something  that's  been  sorely  missing  in  proprietary  workstations.  Namely,  freedom. 

To  begin  with,  vou'll  have  plentv  of  power  to  run  vour  specialized  applications.  This  is  made 
possible  through  a  range  of  cutting-edge  performance  features.  Including  Compaq's  advanced  system 
architecture  which  is  optimized  for  Windows*  NT  and  can  run  up  to  two  Pentium*  Pro  processors.  And 
because  our  workstation  is  based  on  open  systems  standards,  you'll  find  it  will  integrate  easily  into  vour 
existing  network.  So  instead  of  having  to  work  within  the  constraints  of  a  proprietary 
system,  you'll  have  the  flexibility  to  accommodate  your  needs,  whatever  they  are.  Of 
course,  with  Distributed  Access,  vou'll  also  be  assured  of  a  transparent  connection 
to  all  the  information  you  need  throughout  your  enterprise.  Even  in  RISC/UNIX  environments. 

Another  benefit  is  the  result  of  our  partnerships  with  leading  independent  software  vendors  like 
Microsoft,  SDRC,  Autodesk  and  PTC.  Because  these  solutions  have  been  thoroughly  tested,  vou'll  g;et 
optimum  performance  and  compatibility. 


distributed 

m 


access 


RODUciNG  The  Compaq  Professional  Workstation. 


Finally,  our  workstation  provides  a  lower  cost  of  ownership — not  onlv  through  price:  performance 


prov 

but  also  through  Compaq's  industry-leading  management  features 
and  comprehensive  service  and  support  programs.  Including 
hundreds  of  resellers  speciallv  trained  for  vour  market. 

All  said,  the  Compaq  Professional  Workstation  is  unlike 
any  workstation  you've  ever  used  before.  Which,  of  course,  is 
exactly  the  point.  For  more  information  on  Compaq 
workstations  or  Distributed  Access,  visit  us  at 
www.compaq.com  or  call  1-800-318-7774. 


So  what's  under  the  hood?  1~2  200MHz  Pentium'  Pro  processors  with  NT  4.0,  a  2S6K  cache,  up  to  >12MB 
of  EC  C  DIMM  memory,  an  Ultra-Wide  SCSI  controller,  and  advanced  2D/3D  graphics  accelerators. 


COMPAQ. 

Has   It   Changed  Your   Life  Yet? 


The  Corporation 


Even  GE  is  copying  Standard's  "demand  flow"  technique 


ventory  turns.  That's  the  number  of 
times  a  company  sells  its  inventory  each 
year;  the  faster  it  turns  over  inventory, 
the  more  efficient  use  it  makes  of  capi- 
tal, plants,  and  equipment. 

The  technique  has  even  drawn  raves 
from  another  apostle  of  efficiency:  Gen- 
eral Electric  chief  John  F.  Welch.  After 
hearing  about  Standard's  gains  over 
lunch  with  Kampouris  a  couple  of  years 
ago,  Welch  sent  a  dozen  GE  engineers  to 
study  Standard's  plants.  GE  has  since 
used  dft  to  cut  manufacturing  cycles 
in  half  and  trim  inventories  nearly  30% 
in  many  of  its  plants. 
ONE  UP.  Kampouris  came  upon  dft  by 
necessity  in  1990,  when  a  cyclical  slump 
sapped  sales.  He'd  al- 
ready pared  the  compa- 
ny down  as  much  as  he 
cared  to.  "Economies 
will  buffet  you  day  in 
and  day  out,"  he  says. 
"You  always  have  to 
have  one  part  of  your 
business  that  is  doing 
well."  Kampouris  had 
little  choice  but  to  at- 
tack the  production 
process.  Hearing  of  big 
improvements  man- 
agers in  a  Trane  plant 
in  Tyler,  Tex.,  were  re- 
porting in  experiments  with  dft,  the 
brainchild  of  Englewood  (Colo.)  consul- 
tant John  R.  Costanza,  Kampouris  be- 
gan pushing  dft  companywide. 

Standard's  demand  flow  techniques 
take  Japanese-inspired  just-in-time  in- 
ventory systems  and  go  them  one  bet- 
ter. Rather  than  simply  trimming  in- 
ventories of  supplies  and  finished  goods, 
says  David  B.  Gleditsch,  a  former  asso- 
ciate of  Costanza's  who  is  now  in  charge 
of  implementing  dft  at  Standard,  the 
aim  is  to  shorten  manufacturing  time. 
Combining  time-management  techniques 
with  a  detailed  study  of  "work  flow," 
Gleditsch  has  redesigned  the  shop  floors 
to  organize  production  more  efficiently. 
"It's  an  endless  war  on  waste,  so  people 
aren't  waiting  for  material  and  material 
isn't  waiting  to  be  used,"  says  one  pro- 
duction manager,  Andrew  J.  Stevenson. 

At  Standard's  Middlewich  plant  in 
central  England,  for  instance,  bathroom 
fixtures  that  once  took  three  weeks  to 
make  now  come  out  in  just  four  days. 
Products  that  emerge  from  a  kiln  are 
immediately  inspected,  boxed,  and 
shipped  out — instead  of  being  carted  off 
for  those  tasks  and  then  stored  before 


shipping.  Next  to  the  kiln,  workers 
spray  on  colors  just  before  baking.  In 
the  past,  fixtures  were  painted  else-, 
where,  then  hauled  over  for  filing. 

dft  has  also  increased  Standard's 
flexibility,  allowing  its  assembly  lines  to 
handle  many  different  products  in  a  sin- 
gle shift.  At  Stevenson's  furnace  plant  in 
Trenton,  N.J.,  punch-press  operators 
used  to  change  the  4,000-pound  dies  just 
once  a  shift.  Now,  thanks  to  a  system 
that  mounts  the  dies  on  rollers,  they 
can  be  changed  in  less  than  five  min- 
utes. With  the  operator  able  to  switch 
among  nine  different  parts,  the  plant 
can  build  202  different  furnace  models  to 
order,  up  from  just  a  handful.  And  it 
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now  takes  2  hours  and  20  minutes  to 
produce  a  furnace,  from  15  days  in  1991. 

Across  Standard's  operations — some 
102  plants  in  34  countries — dft  is  bring- 
ing similar  gains.  As  a  result,  Standard 
turned  its  inventory  11  times  last 
year — up  from  less  than  five  in  '91.  That 
slashed  operating  working  capital  from 
8.6%  of  sales  in  1991  to  4.9%  in  '95. 

Just  as  important,  the  quick  turn- 
around means  Standard's  units  can  make 
goods  to  order  while  still  delivering  fast 
enough  to  keep  even  tough  customers 
happy.  At  Home  Depot,  Standard's 
plumbing,  heating,  and  air-conditioning 
goods  now  show  up  within  days  of  being 
ordered,  not  months.  "They  are  way 
ahead  of  a  lot  of  other  folks,"  says  Bill 
Hamlin,  Home  Depot  Inc.'s  executive 
vice-president  for  merchandising. 

To  keep  the  lead,  Kampouris  is  now 
adapting  dft  to  office  work.  At  head- 
quarters, many  private  offices  have  been 
dismantled.  Business  chiefs  who  control 
more  than  a  billion  dollars  in  sales  share 
a  common  space  with  sales  staffers  and 
secretaries.  The  aim:  quicker  decisions. 
"It's  a  competitive  edge,"  says  G.  Eric 
Nutter,  who  leads  the  $373  million  U.  S. 


plumbing  group  from  one  bullp 
"You've  got  to  be  able  to  change." 

That  lesson  Kampouris  knows  w 
Schooled  in  England,  he  took  a  law 
gree  at  Oxford  in  1957  and  was  set 
work  for  the  Lloyd's  of  London  ins 
ance  exchange  when  his  father  as 
him  back  to  Egypt  to  help  his  busim 
After  the  family  fled,  Kampouris  too 
job  with  a  Greek  ceramics  outfit, 
joined  Standard's  Greek  unit  in  1 
and  rose  up  the  ranks. 
modest  gain.  As  a  Standard  lifer, 
pouris  has  a  personal  touch.  For: 
Vice-President  Dan  Quayle,  a  Stand 
director,  recalls  a  plant  tour  the 
took.  "He  knew  everybody,"  he  s 
"Not  just  the  pi 
manager,  he  knew 
foreman  in  the  b 
shop,  people  in 
front  shop,  he  k 
marketing  and  salj 
people.  He  really 
control." 

Kampouris'  other 
priority  has  been  si; 
ing  Standard's  debt, 
refinancing  regul 
and  taking  the  comp; 
public  again,  he  has 
debt  from  $2.8  billio: 
$1.8  billion.  Today, 
debt-to-capital  ratio  is  about  39%, 
87.5%  in  1988.  But  servicing  the 
still  depresses  Standard's  net  inco 
Last  year,  the  company  netted  a  moi 
$111.7  million  after  an  extraordin 
$30  million  charge  for  early  debt 
demption.  This  year,  partly  becaus 
accounting  changes,  Standard  will 
report  a  net  loss  of  $51  million 
vestors  shrug  off  the  red  ink,  howe 
pointing  to  healthy  operating  gains 
Warburg  Inc.'s  equity  research  c 
Barry  B.  Bannister  forecasts  a  rebo 
to  $239  million  in  net  income  for  191 
But  with  fears  of  an  inevitable  slj 
down  in  his  cyclical  markets,  Kampo 
is  not  sitting  still.  He's  built  up  j 
ventures  in  such  hot-growth  spoti 
China,  where  Standard's  plumbing  s 
in  a  few  years  could  top  those  in  M 
U.S.  And,  tine  to  his  eclectic  style  I 
is  prowling  for  acquisitions.  "SometlH 
countercyclical  would  be  useful,'™ 
says.  What's  likely?  Something  in  njjr; 
ufacturing,  where  it  can  squeeze  outfc 
ficiencies.  For  Standard  and  its  worH 
chief,  what  it  makes  is  less  imporlB 
than  how  fast  and  how  well  it  does«? 
By  Joseph  Weber  in  Piscataway,  Iff 
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Hyatt  Hatch  ami  Resorts'  encompasses  hotels  managed,  franchise^,  or  operated  by  two  separate  groups  of  companies  -  Hyatt  Corporation  and  its  affiliates  ami  affiliates  of  Hyatt  International  Corporation.  ©I996l\ 


.here  was  a  time  when 
travel  was  still  an  adventure  to  you. 
It  opened  your  eyes.  Inspired  you.  And 
always  gave  you  afresh  perspective  on  the  world. 

Fortunately,  there's  a  place  where  it  still  does. 
Step  into  any  Hyatt  hotel  or  resort,  and  discover 
again  the  joy  of  reaching  a  unique  destination. 

You  might  see  a  magnificent,  23-story  atrium 
in  our  lobby.  Or  a  panoramic  city  view  through 
the  windows  of  one  of  our  meeting  rooms. 

Or  Romanesque  arches  towering 
above  you  in  a  hotel  created 
from  a  historic  train  station. 
And  everything  we  do,  from 
the  fine  art  we  commission 
to  the  exceptional  cup  of  coffee  we 
serve,  will  help  make  your  next  trip  a 
delightfully  new  experience. 

So  come  stay  with  the  people  of  Hyatt. 
Things  could  start  looking  up  from  the  moment 
you  check  in.  For  reservations,  contact  your  travel 
planner  or  call  Hyatt  at  1-800-233-1234. 


H  YAT  T 


Feel  the  Hyatt  Touch"   


Marketing 


FASHION 


DESPERATELY  SEEKING 
...A  FAD 

Will  the  Evita  look  light  a  fire  under  shoppers? 


When  Madonna  burst  onto  the  pop 
scene  in  the  early  1980s  wearing 
a  lacy  bustier  and  a  chunky  cru- 
cifix, she  stalled  a  fashion  phenomenon. 
Suddenly,  lingerie  and  religious-inspired 
jewelry  wTere  flying  off  store  shelves. 
Now.  the  beleaguered  fashion  industry  is 
praying  she  can  spark  an  even  bigger 
trend  playing  stylish  Eva  Peron  in  the 
upcoming  movie  Evita. 

The  hope?  That  Evita  will  inspire  a 
craving  for  the  kinds  of  tailored  clothes 
and  accessories  that  have  fallen  out  of 
style  in  favor  of  casual  dress  in  the 
1990s.  But  that's  too  big  a  job  even  for 
Madonna  and  her  powerful  marketing 
machine,  say  many  fashion  experts.  The 
idea  of  returning  to  big,  1940s-st\ie 
shoulder  pads,  tiny-waisted  jackets,  and 
long,  ruffled  skirts  leaves  many 
working  women  and  soccer 
moms  cold.  Julie  Webb,  a  real 
estate  executive  in  Salt  Lake 
City,  doubts  the  Evita  look  will 
fly  in  her  office.  "It's  too  over- 
stated for  today's  times."  she 
says.  "You  need  a  wardrobe 
that's  comfortable  and  multi- 
functional." 

Still,  with  no  other  big  trend 
out  there,  apparel  makers  and  re- 
tailers have  latched  onto  Evita 
in  an  attempt  to  boost  sales. 
Bloomingdale's  is  opening  Evita 
boutiques  in  nine  stores  on  Dec. 
1,  and  it  has  commissioned  ex- 
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elusive  Evita-inspired  items 
from  well-known  designers 
such  as  Nicole  Miller,  Tahari, 
and  Victor  Costa.  "This 
could  put  a  jolt  back  into 
fashion."  gushes  Kal  Rut- 
tenstein,  Bloomie's  senior 
vice-president  for  fashion,  an  in- 
dustry veteran  known  for  his  Midas 
touch.  Other  apparel  companies, 
such  as  abs  USA.  in  Los  Angeles, 
are  rolling  out  their  own  lines  of 
E  vita-wear. 

Cosmetic  giant  Estee  Lauder 
Inc..  which  usually  passes  on 
trendy  promotions,  is  also  get- 
ting into  the  act.  with  a  "Face  of 
Evita"  line  for  Bloomingdale's 
that  includes  three  shades  of 
red  lipstick,  red  nail  polish,  and 
fancy  gold  compacts.  Already, 
Madonna  has  appeared  in  Evi- 
ta garb  on  the  covers  of  Vogue  and 
Vanity  Fair. 

No  question,  the  women's  apparel  in- 
dustry needs  a  boost.  Sales  have  been 
lackluster  since  1994.  despite  a  healthy 


ALL  DRESSED  UP: 

Bloomingdale's 
will  open  Evita 
boutiques  with 
exclusives  from 
Victor  Costa 
(right  and  below) 
ABS  (top)  rolls 
out  its  own  line 


economy.  The  problem:  SurvJ 
show  that  most  women  are  boj 
with  the  current  fashions.  Thi 
hardly  surprising,  given 
minimalist  black  and  n| 
tral  outfits  offered  by 
signers  in  recent  yea 
says  David  Wolfe,  creatj 
director     at  DoneJ 
Group,  a  New  York  e| 
suiting  firm.  "Fashion  si 
needs  a  savior,"  he  says. 
:ould  be  Evita." 
"PASSE."    Trouble  is. 
women's  apparel  market  i\ 
'i  crying  for  Evita.  "What 
I  tates  fashion  is  lifestyle,"  s| 
J   Alan  Milistein.  publisher! 
m§  Fashion  Network  Report.  "H 
*  mal  wear  is  passe."  Casual  cl<[ 
f  ing  for  women  is  what's  sell 
I  well  this  year,  and  it's  likely! 
g  score  big  again  next  year.  Survj 
1  by  retail  consultant  Kurt  Sain 
|  Associates  show  that  in  IS 
I  women  expect  to  buy  fewer  dr^ 
'  es,  suits,  and  hosiery — all  import 
parts  of  the  Evita  look. 

Plenty  of  other  factors  are  wd 
ing  against  an  Evita  fashion  cq 
The  movie  doesn't  open  until  I] 
25  in  New  York  and  Los  Angj 
and  not  until  January  in  the  res| 
the  country,  long  after  the  holi 
shopping  season  is  over,  except 
markdowns.  The  odds  that  the  m<j 
flops  are  high,  since  musicals  aime<| 
adults  have  done  poorly  over  the 
decade.  And  few  films,  with  the  exi 
tion  of  Annie  a 
20  years  ago,  n 
had  much  img 
on  fashion. 

Perhaps  rt 
important,  sexy  I 
donna  is  an  until 
model  for  the  J 
die-aged  worl 
women  who  sr 
the  most  on  clotj 
It's  no  wonder! 
parel  makers  and 
tailers  are  des 
ately  seeking 
fashion  phenome 
But  they'd  prob 
be  better  off  loo 
for  inspiration  II 
Madonna's  real 
role  as  a  woe 
mom,  than  her 
luloid  turn  as  al 
tator's  glamol 
young  spouse.  I 
By  Susan  Cm 
dler  in  Chicagq 


DUMP  THEM,  YOU  BREAK  THE  LAW.  RECYCLE  IMPROPERLY,  YOU  BREAK  THE  LAW. 
MEANWHILE,  MORE  TIRES  JUST  CAME  IN. 


Whether  your  company  produces  waste,  tries  to  recycle 
spends  on  a  steady  supply  of  raw  materials,  your  business 
id  to  be  aHected  by  environmental  controls. 
There  are  thousands  of  regulations,  both  in  the  U.S.  and 
as,  designed  to  protect  the  environment.  These  environ- 
I  standards  are  in  a  constant  state  of  flux,  and  can  have 
ching  risk  implications  lor  all  kinds  of  businesses. 
Fortunately,  AIG  specializes  in  designing  the  kind  ol 
1  coverages  you  need  to  cope  successfully  with  changing 


conditions.  In  fact,  AIG  is  the  only  worldwide  insurance  and 
financial  organization  that  helps  manage  your  business  risks 
with  a  broad  range  ot  customized  services.  Services  like  environ- 
mental remediation  coverage,  hedging  and  market-making  in 
commodities  and  stop-loss  protection.  And  we've  got  the  top 
hnam  ial  ratings  to  ba<  k  us  up.  So  we  II  be  there  to  jp»J] 
help  keep  your  business  rolling  along.  EKj  m&i 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc ,  Oept  A,  70  Pine  Street.  New  York,  NY  10?70 


How  to  choose 
the  hardware 
when  you've 
already 
chosen 
Windows  NT. 


PENTIUM  PRO 


Prions  '  ZX 


If  you're  compiling  a  short 
list  of  Windows  NT  hard- 
ware, based  on  the  Intel 
Pentium  or  Pentium 
Pro  Processor,  take  note:  Only 
one  -  Digital  -  has  devel- 
oped a  line  of  servers 
workstations,  desktops,  HiNote"  ultra  u 

and  notebooks  that  was  literally  born  to 
rim  Windows  NT.  One  more  point 
to  jot  down:  Our 
heritage  in  multi- 
vendor  integration 
and  enterprise-level 
computing  makes  us  uniquely 
qualified  to  help  you  migrate  smooth- 
ly to  this  robust 
operating  system. 
Add  the  fact  that 
we  have  utilized 

our  alliance  -with  Celebris  GL 

Microsoft'  to  offer  you 
""paralleled  service  and 
support,  and  your  choice 
becomes  even  easier. 
Remember,  you  chose 
Windows  NT  to  let  your 
users  access  mission-critical  data 
from  their  desktops  and  notebooks. 
InHHHHHll     Mnkc  sure  i/oiii 

MHcJUUUIl    hn>'dware  is  up  to 

WHATEVER  IT  TAKES    thp  .    ,  c 

the  task.  For  your 

nearest  reseller,  call  l-800-DIGITAL, 
or  visit  www. windows. digital. cum. 


Personal  Workstation* 
180i/200i/200i> 


serv.ee  mark  ol  S^T^!  a"d  Wha,ere' 11  T^  h  a 

the  Intel  Corpora.,™  M,cros0Ta„ri  w  nri      m?  "aciemar,<s  °< 

™rks  o,  M.crosol,  ,„  ^IZ^coZl"!  ** 


People 


EXECUTIVE  SUITE 


IT  ISN'T  DWAYNE'S 
WORLD  ANYMORE 

Andreas'  clout  at  ADM  is  fading,  his  dynastic  dream  is  dead 


■  t  was  a  stunning  moment  when 
I  Dwayne  0.  Andreas,  chairman  of 
I  Archer  Daniels  Midland  Co.,  stood 
I  before  the  annual  meeting  on  Oct.  17 
and  apologized  to  shareholders  for  the 
scandal  that  has  embroiled  the  company. 
Only  two  days  earlier,  adm  had  pleaded 
guilty  to  two  criminal  counts  of  price-fix- 
ing, agreeing  to  pay  a  $100  million  fine 
and  to  help  the  government  build  a  case 
against  two  executives, 
one  of  them  Andreas' 
only  son  and  heir 
apparent,  Michael  D. 
"Mick"  Andreas. 

A  mea  culpa  from 
Dwayne  Andreas,  an 
executive  accustomed 
to  running  his  compa- 
ny like  a  fief?  Dwayne 
Andreas,  who  at  1995's 
annual  meeting  had 
shouted  down  restive 
shareholders  and  insist- 
ed the  meeting  would 
run  by  "my  rules"?  The 
very  idea  shows  how 
the  world  is  changing 
for  the  78-year-old  soy- 
bean king.  And  as  An- 
dreas' influence  wanes, 
so  does  a  corporate  cul- 
ture profoundly  shaped 
by  his  personality. 
bitter.  Roth  Andreas 
and  adm  have  thrived 
on  the  freedom  to  make 
their  own  rules  with  little  outside  scruti- 
ny. But  the  secrecy  that  doing  business 
in  remote  Decatur,  111.,  affords  has  been 
cracked.  And  the  scandal  has  spurred 
action  beyond  what  most  observers  ex- 
pected from  the  insular  company.  A  com- 
mittee of  directors  drawn  from  a  board 
long  ciiticized  for  its  unwaveiing  support 
of  Andreas  has  proved  surprisingly  will- 
ing to  impose  new  governance  standards. 
At  the  same  time,  another  committee 
put  aside  personal  loyalty  to  Andreas, 
and  concern  for  his  son,  to  cooperate 
with  the  government. 

The  deal  means  that  adm  managers — 


Dwayne  Andreas  perhaps  included — 
could  end  up  providing  evidence  against 
Michael  Andreas  and  Terrance  S.  Wil- 
son, who  have  been  told  they  are  likely 
to  face  criminal  charges.  Andreas'  plans 
to  create  a  dynasty,  nurtured  since  the 
1970s,  have  been  derailed.  After  the  an- 
nual meeting,  Director  Brian  Mulroney 
revealed  that  Mick,  47,  had  taken  a  'tem- 
porary administrative  leave"  and  Wilson, 


Strauss,  one  of  Andreas'  closest  frienj 

Before  the  meeting,  Strauss  says, 
advised  the  ceo,  who  rarely  min 
words,  that  everything  he  was  going! 
say  "ought  to  be  written  down."  Jm 
dreas  complied,  and  he  betrayed  b 
emotion,  even  as  he  told  shareholder 
"It  has  been  a  difficult  time  for  my  fal 
ily  and  me."  In  fact,  the  investigatl 
and  settlement  have  been  a  "terrilg 
ordeal,"  says  Strauss.  "While  he's  pre! 
self-contained,  I'm  sure  he's  had  manjj 
sleepless  night."  Indeed,  one  source  sir 
that  in  recent  months  Andreas  has  tfj 
en  to  calling  friends  at  all  hours  to  tm 
Strauss  and  other  longtime  frieif 
say  Andreas  feels  angry  and  betray! 
He's  especially  bitter  that  the  govei 
ment  had  adm  executive-turned-mfe 
Mark  Whitacre  tape  hundreds  of  hoJ 
of  executive-office  conversations.  In  M 
gust,  1995,  soon  after  Whitacre's  rfe 
was  revealed,  adm  fired  him,  allegj| 
he  had  embezzled  $9  million  while  & 


#  #  It  has  been  a 
■  ■  difficult  time  for 
my  family  and  me.  I 
consider  this  a  serious 
matter,  which,  of 
course,  I  deeply  regret. 
And  I  acknowledge  to 
you  that  this  occurred 
on  my  watch....  You 
have  my  apology  and 
my  commitment  that 
things  are  arranged  so 
that  this  will  never 
happen  ■  ■ 
again.    #  # 

—  DWAYNE  ANDREAS 


a  59-year-old  vice-president,  had  retired. 
adm  refuses  to  say  whether  it  is  still 
paying  Mick's  $l.o  million  salary. 

Outwardly,  the  tough  son  of  Mennon- 
ite  farmers  is  showing  his  trademark 
resilience.  Hours  after  the  Oct.  17  meet- 
ing, at  dinner  in  his  home  overlooking 
Lake  Decatur,  Andreas  was  "in  a  very 
up  mood,"  buoyed  by  the  standing  ova- 
tion with  which  shareholders  had  greet- 
ed his  apology,  recalls  John  R.  Block,  a 
former  Agriculture  Secretary  and  new 
board  member.  They  were  joined 
by  Democratic  power  broker  and 
fellow    board    member    Robert  S. 


lecting  price-fixing  evidence  against  iia 
charge  Whitacre  denies.  While  Andrifi 
declined  to  speak  with  business  wi 
for  this  story,  citing  "pending  legal  pi 
ceedings,"  he  did  fax  the  magazine  th» 
legal  documents  to  support  the  conw 
ny's  charges  against  Whitacre. 

Andreas'  pique  extends  to  j# 
press — he  has  accused  reporters « 
printing  "fairy  tales"  about  him  m 
adm — and  he  is  said  to  believe  thatH 
tivist  shareholders  obsessed  with  bold 
independence  haven't  a  clue  about  Vt 
demands  of  running  an  agribusin»s 
conglomerate.  But  seeing  Mick's  futfe 
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in  jeopardy  is  the  worst  part,  says  Sis- 
ter Jeanne  O'Laughlin,  president  of  Mi- 
ami's Barry  University,  a  longtime  re- 
cipient of  Andreas  family  largesse.  "To 
hurt  the  son  is  to  wound  the  father," 
says  O'Laughlin.  "He's  in  some  pain." 

Before  the  investigation,  adm  was 
best  known  for  its  record  of  steady  ex- 
pansion under  Andreas,  chairman  and 
ceo  since  1970.  Brought  in  as  a  trou- 
bleshooter  in  1966,  he  pushed  the  com- 
pany into  international  markets,  relent- 
lessly focused  on  wringing  out  costs, 
and  created  oodles  of  — 
new  products  from  com 
and  soybeans.  Under 
Andreas,  sales  rocketed 
from  $320  million  to 
$13.3    billion,  while 


chairman  in  1985,  however,  he  remained 
all  but  unknown  to  investors.  But 
board  members  were  comfortable  with 
his  pending  asceYision. 

All  that  went  awry  in  the  summer 
of  1995,  when  the  news  broke  that 
Whitacre  had  been  an  FBI  informant  for 
the  previous  three  years.  By  July,  the' 
board  established  an  eight-member  com- 
mittee, with  separate  counsel,  to  handle 
talks  with  the  government.  Since  press 
reports  indicated  that  Whitacre  was  im- 
plicating Mick,  the  group  was  instructed 


SHOCK  WAVES  AT  ADM 


The  committee  resolved,  however,! 
negotiate  only  on  behalf  of  shareholda 
In  the  end,  the  key  stumbling  block  u 
the  size  of  adm's  fine.  The  governmeif 
initial  proposal — $120  million — sent  coj 
mittee  members  into  "sticker  shocl 
say  several  sources.  When  the  two  siJ 
settled  on  $100  million,  investors — I 
lieved  that  the  uncertainty  was  ovej 
sent  adm  stock  up  to  a  record  22. 
PRESSURE.  Yet  shareholder  activists  I 
main  frustrated.  True,  adm  follovj 
through  on  a  January,  1996,  report 
■»  the  new  governai 
committee,  reducing [ 
board  from  17  to  12 
cutting  insider  rep] 
sentation.  But  effortl 
build  goodwill  were 


FALL,  1992  Dwayne  Andreas  asks  the  FBI  to  investigate  suspected 
plant  sabotage.  During  probe,  Vice-President  Mark  Whitacre 

becomes  government  informant,  alleging  price-fixing. 

ADM  s    market    value    dennined  when  Andr| 

soared  from  $78  million    JUNE,  1995  FBI  raids  ADM  headquarters.  Within  weeks,  Whitacre  is  sent  shareholders  a 

to  $11.8  billion.  exposed  as  mole.  ter  questioning  the 

Even  as  Andreas  cul-    JULY  V»»»~S^ciaT  board"comm*tee  Is  formed  ^"negotiate"  with  "  "e  of  ^penclent 

tivated  political  friends  '  K  ■     *■  ■       ,,  tors.   At   the  anr, 

from  Mikhail  Gorbachev    fovem.menLcon5eInml  Pn.ce:f_lxmg  aNegat_lons-_   meeting,  shareholc 


to  Bob  Dole,  outsidei 
could  never  penetrate 
the  company's  veil,  adm 
disclosed  only  minimal 
infonnation  to  investors 


AUGUST,  1995  After  accusing  Whitacre  of  embezzling  $9  million, 
ADM  dismisses  him. 


signaled  that  chanj 
haven't  gone  far  enoi; 
musteiing  a  siuprisir 
strong  42%  vote  fo 
stricter  definition  of  i 


JANUARY,  1996  New  corporate  governance  committee  recommends 
shrinking  board,  cutting  number  of  inside  directors.  Andreas  offers 

arguing  that  it  couldn't    to  leave  board  but  is  kept  on.  side  director.  On 

aff< >rd  to  be  more  open    OCT       1996  ADM  pleads  guilty  to  Two  criminal  charges  and" "  ^  Andreas,  after  y 

than  privately  held  com-    a      s  tQ       $10Q  mj||jon  fme  and  he,   g0vernment  build  case  of  1^n01'mf  *^™ts 

petitors  such  as  Cargill.     a    jnst  twQ  executiveSi  Terrance  WNson  and  Andreas'  son  and  neir  meet  with  the  Call 

Board  membership  was  M|chae|  Andregs  ma  I 

kept  largely  among  fam-    _  Retu-ement  System. 


MICHAEL  ANDREAS 


ily  and  friends.  As  adm 
barged  into  new  mar- 
kets, rivals  and  regula- 
tors accused  it  of  eveiy- 
thing  from  fixing  prices 
to  stealing  technology. 
Dwayne  took  it  in  stride, 
and  the  board  followed 
suit.  "He  pushed  things 
awfully  close  to  the 
edge,  but  it  was  ab- 
solutely legal,"  says  a 
former  senior  insider. 
"The  fact  that  he  spent  his  whole  life 
running  yellow  lights  didn't  bother  us." 
WINNING  RESPECT.  No  one  doubted 
that  Mick  would  succeed  his  father. 
But  the  elder  Andreas  didn't  make 
things  easy  for  him.  Dwayne  was  a  dif- 
ficult taskmaster  who  demanded  that 
Mick,  who  joined  adm  in  the  early 
1970s,  learn  agribusiness  from  the  top- 
soil  up.  By  the  early  1980s,  Mick  was 
winning  respect  within  the  company 
for  his  skilled  handling  of  complex  trad- 
ing operations  at  the  Chicago  Board 
of  Trade.  He  later  oversaw  much  of 
management,  sales,  and  trading,  work- 
ing side  by  side  with  President  James 
R.  Randall.  Even  as  he  climbed  to  vice- 


OCT.  17, 1996  Dwayne  Andreas  apologizes  to 
shareholders  at  annual  meeting.  Wilson  retires 
and  Michael  Andreas  takes  "administrative 
leave."  Eight  board  members  step  down;  three 
come  aboard.  Twelve-member  board  now 
includes  four  independent  directors. 

OCT.  31,  1996  To  share  some  of  his  duties, 
Dwayne  Andreas  creates  an  "office  of  chief 
executive,"  consisting  of  executives  James  Ran 
dall,  Charles  Bayless,  and  G.  Allen  Andreas  Jr., 
Dwayne's  nephew. 


not  to  discuss  its  negotiations  with  oth- 
er directors  or-  management.  By  Janu- 
ary, the  group  began  settling  a  raft  of 
civil  suits  that  have  so  far  cost  adm  $90 
million.  But  the  group  thought  the  gov- 
ernment's criminal  case,  dependent  as 
it  was  on  Whitacre,  might  be  weak. 
Sources  say  the  committee  considered 
fighting  the  charges  until  August,  when 
three  foreign  companies  that  conspired 
with  ADM  pleaded  guilty. 

Committee  members  were  well  aware 
of  the  elder  Andreas'  concern  about  how 
their  actions  would  affect  the  fate  of 
his  son.  In  fact,  sources  say  that  sever- 
al members'  worries  about  Mick  and 
Wilson  led  to  delays  in  cutting  a  deal. 


Now,  an  uncer 
succession  looms, 
an  executive  rev 
announced  on  Oct 
does  nothing  to  res 
it,  directors  say. 
share  some  of  his 
ties,  Andreas  has 
ated  an  "office  of 
chief  executive 
sisting  of  Ran 
Charles  T.  Bayl 
head  of  the  proces: 
division;  and  G.  Allen  Andreas  J 
53-year-old  vice-president  and  Dwa 
nephew.  But  those  moves  merely 
the  gaps  left  by  Mick's  absence 
could  still  turn  to  an  outsider  or 
quire  another  agribusiness  comp 
with  management  talent. 

How  long  will  Andreas  remain  at 
helm?  Directors  say  adm  needs  hir 
stay  on — perhaps  for  a  few  years- 
ensure  a  smooth  transition.  But  ev< 
his  epochal  career  hasn't  yet  drawn 
close,  the  world  as  Dwayne  And] 
has  known  it  will  never  be  the  sam 
By  Richard  A.  Melcher  in  Chic 
Greg  Burns  in  Decatur,  III., 
Douglas  Harbrecht  in  Washington 
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WHEN  WILL  THE  DEVELOPMENT 


OF  GSM   HIT  THE  WALL? 


SORRY,   BUT  WE  CAN'T  SEE 


THAT  FAR  AHEAD. 


Does  the  fact  that  the  Global  System  for 
Mobile  Telecommunication  (GSM)  was  the 
world's  first  digital  wireless  phone  standard 
mean  that  it's  over  the  hill?  No,  in  tact,  nothing 
could  be  further  from  the  truth. 

GSM,  the  basis  for  new  and  exciting 
personal  communication  services, 
is  poised  to  go  wide-band  (64  kb/s). 
Naturally,  this  opens  the  door 
to  a  whole  world  of  interesting 
possibilities. 

Surfing  the  Internet?  Certainly. 
Transferring  multi-media  files? 
Definitely.  Videoconferencing?  Of  course,  of 
course,  of  course.  And  this  rapid  expansion  in 
services  is  matched  only  by  the  rapid  increase  in 
the  number  of  users. 

The  GSM  user  base  is  growing  at  the  rate 
of  27,000  new  subscribers  every  day.  (Little 
wonder  then,  that  there  are  already  over  16 


GSM  900,  DCS  1800 


ARE  IMPLEMENTATIONS 
OF  THE  GSM  STANDARD 


FREQUENCY  BANDS 


million  subscribers  worldwide.)  But  more 
importantly,  GSM  is  technologically  equipped 
to  handle  this  huge  wireless  market.  A  GSM 
network  can  grow  almost  endlessly  even  in 
the  busiest  and  most  congested  areas. 

However,  these  aren't  the  only  reasons 
why  operators  prefer  GSM  to 
standards  that  are  as  yet  in  their 
infancy. 

With  GSM  networks  in  opera- 
tion in  well  over  60  countries,  the 
potential  for  global  roaming  is 
obviously,  enormous. 
And  with  over  800  international  roaming 
agreements  already  in  place,  the  present  is  just 
as  attractive  as  the  future. 

So  then,  where  does  all  this  leave  certain 
newer  standards  that  are  as  yet  barely 
operational? 

Sorry,  but  we  can't  see  that  far  behind. 


GSM,  The  standard  that  sets  the  standard. 


ERICSSON 
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ENCfl  I  PTION 


BIG  BREAKTHROUGH 
-OR  BIG  BROTHER? 

Washington  may  like  key  recovery,  but  privacy  hawks  don't 


For  the  Royal  Dutch/Shell  Group, 
the  electronic  messages  zipping 
among  its  120  far-flung  companies 
"represent  the  glue  that  holds  the 
corporation  together,"  says  Shell  en- 
cryption expert  Nick  Mansfield.  But  the 
messages  must  be  kept  from  prying 
eyes.  In  the  Dark  Ages  before  comput- 
ers, Shell  sent  sensitive  telexes  in  code. 
And  now,  as  the  Netherlands-based  oil 
and  chemical  giant  launches  a  global 
network  for  its  internal  communications, 
piggybacked  on  the  Internet,  it  is  count- 
ing on  sophisticated  encryption  technol- 
ogy to  keep  its  secrets  safe. 

Shell  is  one  of  hundreds  of  compa- 
nies that  understand  how  critical  cryp- 
tography is  to  a  wired  world.  Without  it, 
"we  won't  have  real  electronic  commerce 
or  electronic  banking,"  says  Kawika 
Daguio,  technology  maven  at  the  Amer- 
ican Bankers  Assn.  But  Shell's  new  web 
isn't  just  on  the  cutting  edge  of  the  In- 
formation Age.  It  also  offers  hope  that 
industry  and  government  are  finally 
finding  a  solution  to  a  raging  policy  de- 
bate that  pits  the  needs  of  law  enforce- 
ment against  the  right  to  privacy. 


The  central  question  is  what  type  and 
level  of  encryption  U.S.  companies  are 
allowed  to  export.  In  recent  years,  en- 
cryption technology  has  become  so  so- 
phisticated that  a  personal  computer  can 
apply  codes  that  government  experts 
can't  crack.  FBI  officials  and  the  code- 
breaking  spooks  at  the  National  Security 
Agency  fear  that  such  unbreakable  cryp- 
tography will  be  used  by  terrorists,  child 
pomographers,  and  other  nasty  charac- 
ters. As  a  result,  the  U.S.  government 
has  long  tried  to  limit  the  spread  of  the 
technology  around  the  world  with  strict 
export  controls.  It  used  the  export  re- 
strictions to  encourage  domestic  use  of 
technologies  that  would  give  the  gov- 
ernment— in  criminal  investigations,  for 
example — keys  to  decipher  the  code. 
CUI  BONO?  In  1993,  the  Clinton  Admin- 
istration pushed  a  government-developed 
chip  dubbed  Clipper  that  gave  law  en- 
forces the  key  to  a  secret  "backdoor,"  al- 
lowing them  to  read  any  coded  message. 
Industry,  fearing  government  intrusion, 
violently  rejected  it.  The  Administration 
made  a  series  of  small  compromises,  but 
they,  too,  were  rejected.  Finally,  in  Oc- 


tober, the  Clintonites  decreed  that  fin; 
could  export  even  the  strongest  crjt-j 
tography.  The  main  condition  was  traj 
companies  maintain  access  to  their  o^ 
keys  and  agree  to  hand  them  over! 
response  to  warrants  or  court  ordeL 
"Two  years  ago,  imagining  that  the  gc- 
ernment  would  allow  exports  of  crji 
tography  of  unlimited  strength  was  lib 
imagining  during  the  Cold  War  that  tji 
Berlin  Wall  would  fall,"  says  Stephen^: 
Walker,  ceo  of  Trusted  Information  S> 
terns  (Tis)  in  Glenwood,  Md. 

Nevertheless,  the  new  policy  rais-3 
the  hackles  of  eveiyone  from  right-wijg 
conservatives  and  privacy  advocates!* 
some  software  executives.  Republic.; 
representative  Sonny  Bono  of  Califora 
doesn't  want  the  FBI  to  have  accessB 
keys  because  "I  absolutely  don't  tnlfc 
them,"  he  says.  And  software  execs  1 
gue  they're  losing  foreign  sales  to  ov*- 
seas  competitors  who  aren't  bound  I 
the  restrictions. 

Some  of  this  opposition  will  new 
fade.  Philip  Zimmermann,  creator  oia 
legendary  cryptography  program  cald 
Pretty  Good  Privacy,  would  like  to  "ill . 
back  the  clock  to  a  time  when  evtyK 
conversation  was  private."  But  many  fej 
perts  predict  industry  will  eventually  0| 
along.  Much  of  the  current  criticism,  tlf ' 
contend,  represents  a  simple  lack  of  a 
derstanding  of  the  companies'  own  n<| 
to  access  or  "recover"  encoding  keys? 

Most  firms  are  only  now  beginng 
to  think  about  how  to  ensure  securityB 
they  hook  up  to  public  networks,  s;fB 
James  Hurley,  cryptography  expertl 
the  Aberdeen  Group,  a  Boston  cons* 
ing  and  research  firm.  They  haven't  ?t 
gotten  to  the  next  stage  of  decid 


HOW  KEY  RECOVERY  WORKS 


This  is  the  way  a  company  can  retain  the  ability  to  read  encrypted 
messages  if  employees  lose  their  keys: 


This  is  the 
message. 


RECIPIENT 


— — — -i 


\  V 

RECfJVERT 

CtNTEfi 

-1 

m 


I 


i  ENCRYPTION  An  employee 
creates  a  message  that  is 
_L  encrypted  with  a  "session  key' 
generated  by  the  system. 


f\  TRANSMISSION  The  key  is 

/  also  encrypted.  The  message 
■*J  and  key  are  sent  to  the 
recipient.  The  recovery  center  also 
has  the  ability  to  unlock  the  key. 


3 RETRIEVAL  The  recipient* 
crypts  the  key  and  uses  it  I 
read  the  message.  If  the  cj 
pany  needs  to  read  the 
message,  it  does  the  same. 


88  BUSINESS  WEEK  /  NOVEMBER  18.  1996 


R 


°N  THE  INTERNET 

%//www.auto&ytel.* 


car  Buying  Pain  Relief 

The  newest,  fastest,  most  hassle-free  way 
ever  invented  to  shop  for  a  new  car. 


And  it's  FREE!  No  fees.  No  clubs  to  join. 
Not  just  a  "shopper's  guide"  or  directory.  With 
Auto-By-Tel  you  can  really  BUY  at  low-cost, 
LEASE  at  low-cost  and  INSURE  at  low-cost  a 
new  car  or  truck  on  the  Internet.  Just  make  a 
purchase  request  and  the  Auto-By-Tel 
Subscribing  Dealer  nearest  you  will  call  you 
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how  they  are  going  to  manage  cipher 
keys.  "When  I  talk  to  end  users  about 
this,  they  don't  know  key  recovery  from 
a  hole  in  the  wall,"  he  says. 

In  contrast,  savvier  customers  are  re- 
alizing the  importance  of  key-recovery 
technology.  For  Shell  execs  to  maintain 
control  of  their  vast  empire,  "they  must 
be  able  to  look  at  any  of  the  messages 
that  flow  around  the 
group  of  companies," 
explains  Mansfield. 
"With  encryption, 
that  requires  central 
control  of  keys." 

Meanwhile,  to  meet 
the  anticipated  de- 
mand, computer  sup- 
pliers are  launching 
new  products  that 
offer    key  access. 
Hewlett-Packard,  for  example,  is  about  to 
announce  a  hardware  system  that  allows 
customers  to  use  whatever  type  of  en- 
cryption or  key  management  will  fit  their 
needs — and  their  government's  policies. 
"We  believe  this  solves  the  problem," 
says  H-P  Vice  President  Rick  Sevcik. 
ESCROW  SCHEME.  Today,  most  encryp- 
tion schemes  use  so-called  public-key 
cryptography.  Complicated  math  allows 


Can  backup  keys  be 
kept  secure  enough? 
Who  would  be  liable  in 
the  event  of  a  breach? 


senders  to  use  one  key,  which  is  made 
public,  to  garble  a  message.  But  only  the 
recipient  with  the  corresponding  private 
key  can  decipher  it. 

But  what  happens  when  employees 
lose  their  private  keys  or  leave  the  com- 
pany? How  can  companies  gain  access  to 
their  files?  One  method  is  to  simply  keep 
copies  of  every  private  key  in  escrow. 

For   instance,  each 
time  Nortel  Secure 
Networks'  "Entrust" 
encryption  product 
generates  a  new  public 
and  private  key  pair 
for  a  user,  "the  private 
key  is  backed  up  and 
put  in  the  server,"  ex- 
plains Brad  Ross,  di- 
rector of  business  de- 
velopment for  Nortel. 
But  this  so-called  key-escrow  scheme 
isn't  ideal.  For  one  thing,  the  backup 
keys  must  be  kept  under  tight  securi- 
ty— and  there  are  unanswered  questions 
about    liability   if  the    security  is 
breached.  In  addition,  law  enforcers  who 
use  a  search  warrant  to  obtain  a  private 
key  would  then  have  access  to  every- 
thing encoded  by  the  key,  not  just  a 
few  relevant  documents  or  messages. 


tis's  Walker  thought  there  must  b 
better  way.  So  he  came  up  with  the 
tion  not  to  save  messages  or  priv 
keys — but  simply  to  give  companies 
ability  to  recover  the  keys  used  to 
crypt  messages.  A  cbmpany  can  tl 
decrypt  the  key  and  decode  just 
relevant  message.  But  the  sender's  1 
remains  private,  safe  from  both  com 
ny  execs  and  federal  agents. 

There  are  still  practical  hurdles 
fore  the  technology  can  become  wi 
spread.  Communications  software  m 
be  adapted,  and  legislation  will  be  ne 
ed  to  clarify  the  liability  issues  for  k 
recovery  centers.  The  Administratis 
currently  working  on  a  draft  bill, 
whether  key  recovery  becomes  a  glc 
solution  depends  on  whether  other 
ernments  sign  on  to  the  idea. 

But  a  trend  is  beginning  to  emei 
Administration  critic  James  Bidzos, 
of  rsa  Data  Security  Inc.  in  Redw 
City,  Calif.,  concedes,  "we  are  see 
the  market  move  to  emergency  acc 
[of  keys].  If  the  government  wants 
say  '"we  were  right,'  let  them." 
doubt  the  fight  over  cryptography 
continue.  But  ultimately,  today's  bat 
may  seem  as  distant  as  the  Cold  W 
By  Joh  n  Carey  in  Glenwood,  i 


Looking  for  something?  Excite  on  Sun. 
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Developments  to  Watch 


EDITED  BY  PETER  COY 


THIS  IS  JOE  BLOW-DRY,  LIVE  FROM  MARS' 


EVANS  &  SUTHERLAND  COM- 

puter  Corp.  has  lowered 
the  cost  of  sending  your  lo- 
cal newscaster  to,  say,  the 
bottom  of  the  ocean.  Its 
system  inserts  real  people 
into  virtual  settings  on  live 
tv.  Unlike  simpler  systems 
that  create  only  backdrops, 
this  one  immerses  the  per- 
son inside  the  computer- 
generated  scene,  with  virtu- 
al objects  appearing  in  both 
the  foreground  and  back- 


ground. An  overhead  cam- 
era tracks  the  person's 
movements,  calculating 
which  objects  should  be  in 
front  and  which  behind. 

The  newscaster,  game- 
show  host,  or  corporate 
trainer  stands  in  front  of  a 
blue-matte  screen.  The  blue 
is  subtracted  from  the  im- 
age and  replaced  with  a 
computer-generated  scene. 
Since  it's  mainly  for  live  TV, 
the  merging  of  real  and  pre- 


tend must  be  nearly  instan- 
taneous. Each  new  frame  is 
composed  in  under  'Aih  of  a 
second,  the  time  between 
frames  in  television. 

Such  high-end  systems 
can  cost  $500,000  and  up. 
Salt  Lake  City-based  E&s 
says  it  cut  the  price  by  as- 
sembling all  the  components 
itself  and  putting  its  graph- 
ics processor  into  a  Windows 
NT  workstation  instead  of  a 
costlier  Unix-based  machine. 
The  MindSet  100  Virtual  Set 
starts  at  $99,500.  □ 
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FIGHTING 
FIRE  WITH... 
VEGGIES? 


A    FIRE    NEEDS  FUEL, 

heat,  and  oxygen 
to  burn.  Normal 
ly,  chemical 
extinguishers 
work  by  dis- 
placing the 
oxygen.  But 
a  vegetable- 
based  com- 
pound devel- 
oped by  Fire 
Freeze  Worldwide 
Inc.  in  Rockaway,  N.J.,  neu- 
tralizes the  fuel  source  and 
heat  instead. 

FireFreeze's  product,  Cold 
Fire,  is  made  from  waxes  of 
several  plants,  which  it  won't 
identify  for  competitive  rea- 
sons. When  mixed  with  wa- 
ter, Cold  Fire  produces  a 
foam  that  penetrates  flamma- 
ble materials,  coating  them  so 
they  can't  release  vapors  that 
would  burn  •  'old  Fire  can  ln- 
sprayed  onto  fires  or  used 
preventively  to  coat  objects 
or  people.  The  foam  also 
rapidly  lowers  temperatures 
to  below  the  flash  point  of  the 
flammable  material. 

Used  by  firefighters  since 
1994,  Cold  Fire  extinguishers 
are  scheduled  to  go  on  the 
consumer  market  early  next 
year,  pending  regulatory  ap- 


proval. Because  it  does  not 
use  as  much  water  as  regular 
fire  extinguishers,  Cold  Fire 
causes  less  water  damage.  It's 
nontoxic  and  biodegradable. 

The  process  was 
created  by  Fire- 
Freeze  ceo  Juer- 
gen  Geissler's 
grandfather  in 
Germany  in 
the  1930s  to 
cope  with  silo 
fires.  His 
grandson  took 
an  interest  in  it 
when  he  was  in 
Kuwait  destroying 
Iraqi  mines  and  saw  the 
damage  wrought  by  oil-well 
fires.  Susan  Jackson 


INNOVATIONS 


■  In  pursuit  of  a  male  contra- 
ceptive, scientists  at  North 
Shore  University  Hospital  in 
Manhasset,  N.Y.,  studied  the 
heart  drugs  called  calcium 
channel  blockers,  which  are 
known  to  block  sperm  func- 
tion. They  have  now  discov- 
ered how  the  drugs  do  that. 
Their  next  step  is  to  develop 
a  calcium  channel  blocker 
that  affects  only  sperm. 

■  The  Pentagon  is  giving  U.  S. 
forces  in  Bosnia  five  machines 
for  translating  Serbo-Croat- 
ian documents  into  English 
in  the  field.  The  U.  S.  Army 
Research  Laboratory  has 
loaded  the  Forward  Area 


Language  Converter 
49,000  Serh<>-<  'rnatian  wo 

■  Cornell  University  reseai 
ers  say  they  can  increase 
amount  of  a  cancer-fight 
compound  in  milk  by  rais 
the  amount  of  unsatura 
fats — such  as  corn  oil — in 
cows'  feed. 

■  County  Line  Ltd.  in 
rensville  Heights,  Ohio,  sel 
$100  device  that  talks  trai 
rescuers  through  cardio] 
monary  resuscitation 
choking  rescues.  For  bej 
ners,  a  $60  home-learning 
consists  of  adult  and  in! 
mannequins,  a  video,  a  m£ 
al,  and  six  lung  bags,  wl 
inflate  only  when  the  res( 
uses  proper  technique. 


POKING  HOLES  IN  BACTERIA 


BACTERIA  SHOW  A  NASTY 

ability  to  develop  resis- 
tance to  drugs,  leading 
companies  to  search  for 
new  antibiotics  and  new 
targets.  One  such  target  is 
a  substance  called  lipid  A, 
which  is  found  in  the  outer 
membranes  of  many  bacte- 
ria. Over  the  past  decade, 
biochemist  Christian  R.  H. 
Raetz,  now  at  Duke  Uni- 
versity, has  uncovered  a 
complex  10-enzyme  path- 
way that  bacteria  use  to 
make  t  lie  substance— and 


has  shown  that  bugs  lack- 
ing the  proper  enzymes 
quickly  die.  No  one  knows 
exactly  why  lipid  A  is  nec- 
essary for  growth,  he  says, 
"but  without  it,  the  outer 
surface  [of  the  bacteria] 
becomes  leaky." 

Raetz's  findings  helped 
prompt  a  team  of  scientists 
at  Merck  &  Co. — where 
Raetz  worked  until  recent- 
ly— to  search  for  compounds 
that  inhibit  the  enzymes 
needed  to  make  lipid  A,  thus 
killing  the  bacteria.  Now,  in 


the  Nov.  8  issue  of  Science 
they  report  they've  succee 
ed.  They  have  made  sever 
related  chemicals  that  bloc 
the  second  enzyme  in  the 
10-step  pathway.  Two  of  tl 
chemicals  cured  mice  of  a 
normally  fatal  infection.  B 
cause  the  chemicals  can't 
yet  get  into  all  types  of  b; 
teria  and  safety  tests  lie 
ahead,  "it's  not  something 
I'd  advise  buying  Merck 
stock  on,"  cautions  Raetz 
But  the  results  offer  hope 
for  a  new  weapon  in  the 
never-ending  battle  agains 
microbes.  John  Cat 
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pe've  got  your  city  surrounded 

and  we  mean  business. 


Only  Sprint 

has  deployed  international  SONET  ring  technology  for  the 
highest  standard  in  reliable  data  transmission. 


Sprint's  bold 
iployment  of 
self-healing 
JET  rings  is 
/thing  but  a 
lse  for  alarm- 
except  for  the 
competition.  Because 

only  Sprint  offers  four-fiber, 

bi-directional,  line-switched  ring  topology 
throughout  its  entire  domestic  network.  Which 
means  your  mission-critical  data  is  protected  to 
the  fullest,  automatically  rerouted  in  as 
little  as  50  milliseconds-less  than  the 
blink  of  an  eye-even  in  the  event  of 
multiple  fiber  cuts  or  equipment  failures. 
And  with  speeds  at  OC-48,  we  provide 
virtually  unlimited  capacity  with 
no  bottlenecks  or  blockages. 


And  now,  Sprint  s 
application  of 
broadband 
metropolitan 
access  networks 
extends  this 
survivability  into 
]<  >cal  l(  x  >ps,  directly 
to  your  offices.   This  means 
greater  reliability  and  flexibility,  all  through 
a  single  point  of  contact.  Sprint  was  not  only 
first  to  deploy  SONET- based  rings  domestically, 
but  first  to  build  international  SONET  rings. 
And  since  we  employed  fiber-optic 
technology  from  the  start,  we  can 
continually  expand  bandwidth  over  our 
existing  network.  What's  it  all  mean? 
You  can  count  on  us,  because 
we  mean  business. 
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TELECOMMUNICATIONS 
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Call  Sprint  Business 

1  800  588  DATA 
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Sports  Business 


BOXING 


THE  RT.  BARNUM 
OF  FIST  CITY 

Flash,  dash,  and  a  pile  of  cash.  That's  Don  King 


■  t's  showtime  for  Don  King.  For 
I  nearly  an  hour,  the  Electric-Haired 
I  One  has  been  watching  as  his  top- 
I  ranked  charge,  Mike  Tyson,  accom- 
panied by  comedian  Roseanne,  runs  up 
a  tab  at  the  Versace  store  in  Las  \  egas. 
Suddenly  a  camera  crew  pushes  through 
the  crowd  of  onlookers  being  held  back 
by  police  and  is  ushered  into  the  store. 

As  Roseanne  and  the  champ  try  on 
jeweled  watches.  King,  a  Mike  Tyson 
T-shirt  straining  across  his  midsection, 
moves  between  the  two  stars.  "Here 
we  have  the  queen  of  television  and  the 
king  of  boxing,"  he  bellows  in  the  di- 
rection of  the  cameras.  "Here  in  Las 
\  egas  for  the  greatest  of  spectacles,  the 
fight  of  fights.  Mike  Tyson  and  Evander 
Holyfield."  As  his  gold-toothed  fighting 
machine  grimaces,  King  pulls  out  a  re- 
ceipt for  more  than  $71,000  charged  to 
his  American  Express  Card  to  cover 
Tyson's  hour-long  shopping  spree. 
NEAR  IMPOSSIBLE.  Flash,  dash,  and  a 
pile  of  cash.  That's  Don  King,  arguably 
the  most  powerful  fight  promoter  in  his- 
tory. Counted  out  more  times  than  a 
palooka  from  Nowheresville,  King  today 
sits  atop  a  boxing  empire  of  nearly  80 
fighters  that  he  says  generates  more 
than  $100  million  in  annual  revenues. 
And  with  Tyson,  the  30-year-old  man- 
child  who  returned  to  boxing  in  1995 
after  three  years  in  prison  for  rape.  King 
has  accomplished  the  near  impossible: 

persuading  Amer-   

ica  to  pay  million: 
to  watch  a  hard 


Seldon  in  109  seconds. 
With  closed-circuit  and 
overseas  rights,  the 
event  generated  an  es- 
timated $85  million  in 
revenues.  Tyson  got 
$15  million  and  Seldon 
$5  million.  How  much 
for  King?  Hard  to  say. 
but  upwards  of  $5  mil- 
lion would  probably  be 
a  fair  starting  point. 

King  is  swift  to 
shrug  off  any  criticism 
about  making  fans  pay 
through  the  nose  for 
such  a  quick  count. 
"It's  like  Streisand 
singing  a  song  or  a 
Mozart  masterpiece," 
he  says,  chewing  on 
roast  beef  and  fines  in  a  Vegas  steak- 
house.  "You  know  the  tune,  but  you'd 
pay  again  and  again  to  see  a  great  artist 
do  his  work."  Still,  it  falls  to  King  to 
find  new  ways  to  hype  his  uppercutting 
virtuoso.  Famous  for  naming  his  fights — 
it  was  King  who  came  up  with  "Rumble 
in  the  Jungle"  for  Muhammad  Ali's  1974 
fight  with  Foreman  in  Zaire — the  pro- 
moter rechristened  the  Tyson  and  Holy- 
field  bout  the  "World  Series  of  Boxing" 
because  Tyson  is  from  New  York  and 
Holyfield  from  Atlanta.  King  then  quick- 
ly lined  up  several  members  of  the  Yan- 


FAST  HANDS:  Big  paydays  for  h         U  rs — and  himst 


MASTERPIECES? 


King  says  it 

ISe  prtyXty  doesn't  matter  that  Tyson's  fights  are 
long"  enough*"?  short.  "You'd  pay  again  and  again  to 
br"WhenweDon'S  see  a  8reat  artist  do  his  work" 

gone,  they'll  be 

comparing  him  to  P.  T.  Bamum."  says 
his  Mend  Jeff  Wald.  a  Hollywood  talent 
manager  whose  clients  include  boxer- 
actor  George  Foreman.  Indeed,  an  esti- 
mated 1  million  people  paid  up  to  S50 
apiece  to  watch  Tyson's  last  mauling, 
when  he  knocked  out  little-known  Brace 


kees  and  Braves  for  fight  night.  And  he 
has  struck  a  deal  that  would  allow  Ca- 
blevision's  Northeast  subscribers  wary  of 
missing  the  bout  while  they  go  to  the 
refrigerator  to  pay  S9.95  per  round. 

His  mastery  of  hyperbole  is  only  part 
of  what  gives  King,  65,  such  power.  A 


onetime  Cleveland  numbers  runner  \ 
did  three  years  in  prison  for  beat 
another  runner  to  death,  he  pract 
the  simplest  of  economic  theories, 
lining  up  supply — in  this  case  Tyson 
other  top  fighters — he  can  dictate 
price  the  market  will  pay.  That's  how 
wrung  a  $100  million  advance  from  1 
com  Inc.'s  Showtime  channel  for 
per- view  rights  for  the  first  10  TV 
fights  after  Iron  Mike  got  out  of  pri' 
Oh  yeah,  and  half  the  profits. 
living  high.  To  stage  six  of  Tyson's 
seven  fights  at  the  mgm  Grand  Hote 
Vegas,  mgm  gave  King  618,557  shi 
of  stock,  guaranteed  him  a  $15  mil 
stock  profit  by  early  1998,  and  gave 
the  gate  receipts.  By  the  time  Ty 
and  Holyfield  climb  through  the  rci 
on  Nov.  9.  King  and  his  fighters 
have  a  piece  of  what  will  likely  l 
$110  million  revenue  stream.  That 
eludes  half  of  the  $50  that  1.5  millioi 
more  homes  will  each  ante  up  for 
pay-per-view  telecast.  "This  is  the 
American  dream,"  observes  King,  ' 
says  he  got  into  numbers  to  pay 
college  and  law  school — a  plan  destrc 
by  his  1967  manslaughter  convictioi 
For  King  today,  the  American  dr 
includes  three  homes  and  a  400-.' 
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Every  once  in  a  blue  moon, 
something  new  comes  along  that 
scrambles  your  preconceptions 
and  turns  out  to  be  a  whole  new 
omelet  like,  whoever  thought 
you  could  say  "luxury  car"  and 
"fun"  in  the  same  sentence? 


IN  FACT  WE  SAID  IT  IN  JUST  ONE  WORD 


Sports  Business 


training  facility  near  his  estate  outside 
Cleveland.  Getting  a  piece  of  the  Amer- 
ican dream  is  a  mantra  he  pours  into 
the  unsophisticated  ears  of  his  fighters. 
To  lure  them  into  his  camp,  King  lays  it 
on  thick  about  self-reliance,  his  common 
experience  in  coming  up  from  the  un- 
derclass, and  above  all,  a  boxer's  right 
to  cash  in  on  his  abilities.  "I  know  a 
lot  of  great  boxers  who  are  poor,"  says 
Tyson.  "I'm  rich,  and  he's  the  reason." 

King  first  scored 
big  with  The  Great- 
est, Muhammad  Ali, 
in  1974,  after  a  musi- 
cian friend  intro- 
duced them.  After 


also  those  of  a  Seldon  or  a  Frank  Bruno. 

Negotiating  with  King  is  not  a  pleas- 
ant experience,  most  people  agree.  "The 
son  of  a  gun  works  24  hours  a  day," 
says  rival  promoter  Butch  Lewis.  "It 
ain't  like  this  guy  is  sitting  somewhere 
on  his  butt  and  waving  magic  wands." 
Adds  mgm  Grand  President  Alex 
Yemendjian,  who  once  negotiated  for  14 
hours  straight  with  King:  "He  will  fight 
and  fight  for  the  last  $5,000." 


SUCKER-PUNCHING  THE  PUBLIC 


TYSON  TKOs  SELDON  in  1:49  on 
Sept.  7.  Revenues:  $85  million. 


weeks  of  hustling  for      J^.^5l^  mMUon. 


TYSON  TKOs  BRUNO  in  third 
round  on  Mar.  16.  Revenues: 
$98  million.  Tyson's  take:  $30 
million. 


TYSON  KOs  MATHIS  JR.  in 

third  round  on  Dec.  16,  1995. 
Revenues:  $32  million.  Tyson's 
take:  $10  million. 

TYSON  BEATS  McNEELEY 

in  1:29  on  Aug.  19,  1995.  i 
Revenues:  $103  million. 
Tyson's  take:  $25  million 

Revenues  are  estimates 
DATA:  BUSINESS  WEEK 


backers,  King  lined 
up  $5  million  for  Ali 
and  $5  million  for 
Foreman  from  a 
London  film  compa- 
ny and  a  Zaire  gov- 
ernment eager  for 
the  limelight. 

From  that  fight 
on,  King's  strategy 
was  "opm" — for  using 
other  people's  mon- 
ey to  attract  fighters. 
The  "Rumble  in  the 
Jungle"  brought  new 
money-hungry  box- 
ers to  his  stable,  among  them  future 
heavyweight  champs  Ken  Norton  and 
Larry  Holmes  and  champions  from  oth- 
er divisions  like  Julio  Cesar  Chavez  and 
Tommy  "Hitman"  Hearns.  Indeed,  in 
most  King-promoted  cards  today,  he  is 
paid  for  representing  both  fighters 
fallen  star.  But  when  Tyson  was  con- 
victed, King  hit  the  canvas,  too.  With 
his  star  fallen,  he  signed  up  a  bunch  of 
two-bit  fighters  and  slowly  positioned 
them  as  contenders  in  the  alphabet  soup 
of  boxing  divisions.  He  also  generated  a 
lot  of  interest  in  the 
non-heavyweight  di 


HOT  WATER 


Several  fighters  have  THUD:  McNeeley  made  a  quick  exit 
thought  that  King  kept 
too  many  of  those  last  dollars.  Ali  sued 
King  for  $1  million  for  allegedly  short- 
changing him  but  dropped  the  suit  just 
before  he  received  $50,000  from  King. 
King  also  settled  a  $25  million  lawsuit 
with  onetime  champion  Tim  Wither- 
spoon  for  a  reported  $1  million,  a  figure 
that  King  won't  confirm.  "This  is  a  busi- 
ness that  is  done  on  handshakes,  and 
there  are  always  disagreements,"  he 
says.   "I   settle  because   I'd  rather 

Charges  that  King 


visions,  putting  more 

emphasis  on  fighters  defrauded  Lloyd's  of  London  of 

like  Chavez.    King  ° 

for  a  while  had  his  $350,000  have  been  reinstated 

nose  pressed  against 
the  glass  looking  in," 
says  boxing  writer  and  historian  Bert 
Randolph  Sugar.  "But  he  was  able  to 
come  to  [an  about-to-be-released]  Tyson 
with  a  contract  signed  by  Showtime  and 
mom  and  get  back  into  the  picture." 

Today,  King  controls  most  major 
heavyweight  fights  and  has  been  me- 
thodically matching  his  fighters  against 
one  another  for  the  biggest  paydays.  He 
can  also  stop  other  fighters  by  withhold- 
ing not  only  the  services  of  Tyson  but 


the  fighter  get  it  than  some  lawyer." 

His  own  lawyers  have  been  busy 
over  the  years,  successfully  defending 
him  against  a  23-count  income-tax  eva- 
sion case  in  1985  and  protecting  him 
from  a  1992  Senate  subcommittee  in- 
vestigating mob  influence  in  boxing. 
King  took  the  Fifth  Amendment  then 
but  has  said  since  that  he  is  not  associ- 
ated with  organized  crime.  Last  year, 
a  hung  jury  acquitted  King  of  federal 


charges  that  he  defrauded  Lloyd'  oi 
London  of  $350,000  after  a  1991  iht 
was  canceled  because  Chavez  suffei\  a 
cut.  But  the  U.  S.  Attorney's  Offic  ir 
New  York  has  reinstated  the  insur;ce 
indictment,  and  attorneys  for  Llol'j 
say  they  intend  to  file  a  civil  suit  Jbs 
month.  King's  attorney  says  his  elk 
has  pleaded  not  guilty  to  the  fed*a 
charge.  Still,  because  of  his  legal  w$s, 
King  is  under  suspension  by  the  li»' 
Jersey  Casino  (M- 
trol  Board  and  <p 
promote  fights  initt 
lantic  City  casind. 
Is  Don  King  £oi 
for  boxing?  la-, 
jury  is  also  hisg 
"The  function  <  i 
good  manager,"  tys 
Sugar,  "is  geitingr 
most  money  for  jbt 
least  risk.  If  yojri 
gonna  feed  your  ar 
[Peter]  McNeeys 
and  Seldons 
Buster  Mathiw. 
you've  been  brilliat 
If  it's  good  & 
boxing  is  anow1 
matter.  Right  m 
boxing ...  is  quifly 
devolving  intojia 
sideshow.  And  [m 
all  the  comebak, 
Foreman,  Sugar  aj' 
Leonard,  Larry  Holmes,]  you  don't  ilec 
a  cut  man  in  the  comer,  you  need  aw- 
er-spot  man." 

BIG  DEAL.  As  he  prepares  for  ht 
Tyson-Holyfield  bout,  Don  King  ioJi 
thinking  about  his  place  in  boxing  is 
tory,  though.  He's  thinking  ahead.  fifc 
just  struck  a  $3  million  deal  with  to 
blevision  to  help  him  promote  a  coubf 
concert  in  Nashville  on  Jan.  11,  hi 
same  weekend  he  plans  to  promotffl 
fight  between  client  Oliver  McCallw 
Lennox  Lewis.  He's  also  been  mufi 
about  the  coming  500-channel  univfe 
a  perfect  place  for  a  boxing  chaifB: 
that  would  be  fed  by  25  years  of  flit; 
he  says  he  has  on  tape. 

"America  is  a  wonderful  place,  I 
America,"  he  says  as  he  heads  odd! 
Versace  for  dinner  with  Tyson  ttr 
Roseanne.  The  waiting  crowd  reajet 
their  cameras.  "And  they  say  Mike '}  i 
hated  man,  disgraced,  and  dishon<t,' 
says  King,  gesturing  to  the  ognj 
horde.  "Well,  if  that's  hated,  give)* 
12  more  that  are  just  as  hated  as  hi. 
Didn't  Lincoln  say  something  like  ia 
about  General  Grant? 

By  Ronald  Grover  in  Las  Vegas,  ft 
Jennifer  Reingold  in  New  York 
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Pam  Voth.  Your  top  controller.  Financial  genius.  Great  analyst. 
Swamped  by  endless  stacks  of  reports. 

•  If 


Elevating  your 
finance  function 
takes  strategic  focus  - 
one  that  is  tied  to  your  overall  corporate  strategy. 

But  how  can  your  people  work  more  strategically? 
With  Arthur  Andersen. 

No  other  business  advisors  have  more  years  of 
practice  and  proficiency  with  the  industry's  pioneerin; 
tool:  the  Global  Best  Practices*1  knowledge  base. 
Nothing  else  is  as  in-depth  or  insightful. 

Using  it,  Arthur  Andersen  business  advisors  will 
help  your  people  redefine  and  refocus  the  finance 
function,  giving  it  more  relevance  and  a  new  vitality. 


Opening  their  eyes  to  new  ideas  will 
encourage  innovation  and  creativity  -  as  well 
as  enhance  your  company's  perfonnance. 
Find  out  how.  Call  1-800-313-3209  or  visit  our 
Web  site  at  http://uww.arthiuwidersen.com/gbp. 

Global  Best  Practices™ 

Putting  Insight  Into  Practice*" 


.Arthur 
Andersen 


©19%  Arthur  Andersen,  Andersen  Worldwide  SC.  All  rights  reserved. 


Environment 


AUTOS 


A  BIG  CHARGE  FOR 
ELECTRIC  VEHICLES? 

New  batteries  from  Israel  could  help  make  EVs  practical 


battery-swap  stations,  changing  batter- 
ies would  be  a  headache  for  consumers. 
But  it's  no  problem  for  a  fleet  operator. 
A  battery  swap  takes  about  10  minutes, 
compared  with  a  recharging  time  of  six 
to  eight  hours.  What's  more,  the  Israeli 
batteries,  which  rely  on  a  reaction  be- 


Hoist  the 
vehicle.  Slip 
out  its  battery 
pack  and  insert 
a  fresh  one. 


As  Thomas  Behrens-Boye  wheels  his 
bright  yellow  postal  truck  into  Bre- 
men's bustling  midday  traffic,  some- 
thing  seems  amiss.  In  place  of  the  clatter 
and  acrid  smoke  of  a  diesel  engine,  there 
is  only  the  gentle  whine  of  an  electric 
motor.  Behrens-Boye  will  use  the  ex- 
perimental electric  Mercedes-Benz 
mail  truck  to  haul  up  to  VA  tons  HQ  RECHARGING 
of  letters  on  his  daily  rounds  for 

the  next  year.  The  trial  is  off  to  The  German  postal  service  is 
an  auspicious  start:  "I've  had  it  testing  a  high-energy  battery 
up  to  110  kilometers  per  hour  [70  that  is  rebuilt  from  scratch. 
mph],"  he  says  with  a  grin,  as  he  Here's  the  recipe: 
swings  into  the  left  lane  to  over-  ,r 
take  a  passenger  car. 

Behrens-Boye  and  his 
electric  mail  tinck  are  j_ 
part  of  a  $17  million 
road  test  launched 
this   summer  by 
Deutsche  Post,  the 
German  postal  ser- 
vice, and  a  dozen 
partners.  It  involves 
50  cars  and  vans  using 
an  experimental  zinc-air 
battery  developed  by  Is- 
rael's Electric  Fuel  Corp. 
If  these  electric  vehicles 
(evs)  can  match  the  perfor- 
mance and  costs  of  their 
diesel-powered  rivals,  the 
postal  service  plans  to  buy 
as  many  as  25,000,  creating  the 
world's  largest  EV  fleet  by  far. 
Another  partner,  Deutsche  Telekom, 
might  buy  as  many  as  15,000.  With  that 
volume,  manufacturing  costs  might  drop 
to  the  point  where  evs  could  finally  com- 
pete wheel-to-wheel  with  gasoline-  and 
diesel-powered  vehicles.  "We  have  an 
80%-to-90%  chance  of  success,"  declares 
Gunter  W.  Tumm,  a  Deutsche  Post  man- 
aging director  who  oversees  the  project. 
LEGAL  BOOST.  There  is  one  caveat: 
These  EVs  are  strictly  for  use  in  fleets, 
because  their  extra-powerful  zinc-air  bat- 
teries cannot  easily  be  recharged.  In- 
stead, when  they  ran  down,  they're  tak- 
en out  of  the  vehicle,  dismantled,  and 
rebuilt  from  scratch  in  a  factory.  Mean- 
while, fresh  batteries  are  dropped  in. 
Without  a  network  of  neighborhood 


ment  fleets  must  buy  some  altemal 
vehicles  starting  this  year — includi 
besides  electrics,  vehicles  running 
natural  gas,  ethanol,  and  methanol. 

If  electric  vehicles  do  catch  on  vq 
motor  Heels,  they  would  present  a 
lenge  to  auto  makers.  The  inter 
combustion  engine  isn't  likely  to 
appear  anytime  soon,  but  at  least  si 
of  the  billion-dollar  factories  that  bi 
engines  could  become  extraneous.  1 
carmakers  would  need  to  sink  billi 
more  into  electric-vehicle  design 
engineering. 

POWER  IN  THE  COLD.  For  now,  Ele 
Fuel  Corp.  is  seizing  on  the  German 
as  a  possible  entree  to  the  world  ma 
To  recycle  batteries,  it  built  an  $8  n 
pilot  plant  in  an  unused  building  of 
men's  electric  utility,  another  p| 
6-  ner  in  the  test.  In  Bremen, 

Put  the  cedes  mb-410  trucks  equipped 

refreshed  zinc      Electric  Fuel  batteries  rout: 
anode  slabs        go  more  than  155  miles  be: 
back  in  the        they're  down  to  a  20%  e: 
battery  pack.  gency  reserve.  Smaller 

^  Combo   vans  have 

more  than  250  miles  in  td 
Moreover,  at  zero  degil 
Fahrenheit,  zincj 


; 


5. 

Drain  the 
potassium 
hydroxide  and 
compress  the 
zinc  into  thin 
slabs. 


2. 

Remove 
the  depleted 
zinc  anodes, 
which  become 
oxidized  in 
use. 


3. 

Crush  the 
zinc  oxide  and 
dissolve  it  in 
potassium 
hydroxide. 


4. 

se  elec- 
tricity to  split 
the  oxygen  from 
the  zinc,  revers- 
ing the  reac- 
tion. 


tween  zinc  and  oxygen  extracted  from 
the  air,  deliver  unmatched  energy.  They 
produce  more  than  200  watt-hours  of 
energy  per  kilogram  of  battery  weight. 
That's  more  than  four  times  as  much 
as  the  most  advanced  lead-acid  batteries 
now  used  in  evs  and  nearly  twice  as 
much  as  another  advanced  batteiy,  nick- 
el-metal hydride. 

New  environmental  laws  are  giving 
evs  a  boost.  Starting  this  summer,  Swe- 
den restricted  use  of  diesel-powered 
tracks  and  buses  in  large  parts  of  Stock- 
holm, Goteborg,  and  Malmo.  German 
government  officials  are  considering  sim- 
ilar rules.  In  the  U.  S.,  federal  govem- 


batteries  mam 
nearly  full  ral 
and  power.  L( 
acid  batteries 
up  to  half  tl 
power  in  the  col 
In  Europe 
Japan,  where  fuel  pr 
are  high,  electric  vehi 
are  an  easier  sell  thai 
the  U.S.  A  study 
Deutsche  Post's  in-hoj 
consulting  arm  estims 
life-cycle  costs  of  99? 
mile  for  electric  version 
large  Mercedes  vans,  inc 
ing  acquisition,  operating 
penses,  and  resale  value 
compares  with  a  predicted  $1.01  per 
for  diesel  versions  in  the  year  2000.: 
The  Bremen  experiment  is  desig 
partly  to  test  those  projections 
key  piece  of  the  equation  will  rer 
guesswork,  however.  Deutsche  Post 
sumes  the  used  vans  can  be  sold  a 
five  years  for  $21,500,  or  40%  more 
the  diesel  version.  The  reasoning  is 
evs  have  fewer  moving  parts  and  th 
longer  life.  But  a  market  for  used  t 
trie  vehicles  doesn't  exist  yet.  An 
unclear  whether  the  small  businej 
that  typically  buy  used  vehicles 
switch  to  evs.  Still,  if  Deutsche  Ij 
blazes  the  trail,  that  notion  seems  n| 
plausible. 

By  David  Woodruff  in  Bre 
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>rding  studies  and  clubs  in 
arters  in  Mississippi  is  se 
covered  just  as  securely  fa 


[the  electric  guitars,  amplifiers  and  sound  equipment  from  Peavey  Electronics  hit  the  road,  they're  headed 

countries.  Backing  them  up  is  Chubb's  special  insurance  program.  Peavey's 
y  their  local  Chubb  office.  But  Peavey's  overseas  plants  and  distribution  cen- 
is  such  as  transit  and  product  liability  by  Chubb's  90-office  worldwide  network, 
of  the  world's  leading  business  insurers,  Chubb  has  more  than  112  years  of  experience— along  with  the 
ratings  for  financial  strength— to  make  us  an  international  player  for  businesses  both  big  and|«dyWhat 
ubb  do  for  your  business?  Ask  your  independent  agent  or  broker,  or  call  1-800-36  CHUBB. 

mJ  -  d»  u  ns  of  Uk  polick  ied.  Coven,    m«j  not  I     n  „l  ,hl,  in  ,11  ,uri  dictum   (LbM  "-.ihZZt  olJS  Rl^^in;15S^t|6V^U!, 
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hvcrif  L,ifeBook  T 
is  pre-installea 
with  powerful 
com  nut  n  icat  nm 
softwa  re. 


GUT 


Also  know  ti  as  : 

"the  big  decision  maker" 


Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 


FUJITSU 

FUJITSU  PC  CORPORATION 
Built    for    H  u  m  a 


Fujitsu  spends 
$3  hill  ion  a 
year  on  R&D. 


pentilT 


EVERY  NOTEBOOK  COMES  WITH 
A  BIG  HELPING  OF  REASSURANCE. 


(D  As  the  2ND  LARGEST  COMPUTER  maker  in  the  world 
we  know  how  to  satisfy  the  biggest  expectations. 


L 


24  hour,  7  day  a  week  PHONE  AND  WEB  access  is 
a  helpful  reminder  that  we're  here  to  serve  you. 


EXPAND  ALL  YOU  WANT.  We  carry  a  full  line  of 
notebooks  designed  to  be  modular  and  flexible. 


Substantial  SUPPORT  with  a  three-year  limited 
warranty  and  available  24  hour  replacement. 


ntroducing  the  LifeBook""  500  and  600  Series.  Notebooks  with  all  the  hi-tech  stuff 
you  need.  Ultra-fast  Intel  Pentium"  processors.  CD-ROM  drives.  Large,  crisp  screens. 
From  a  company  committed  to  giving  you  what  you  want.  Extraordinary  service  and 
support.  Sleek,  ergonomic  designs.  With  an  extra  serving  of  solid  dependability. 


The  LifeBook  600  Series 
is  the  ultra-portable, 
easily  expandable, 
multimedia  powerhouse 
business  travelers  have 
been  craving. 


FUJITSU  PC  CORPORATION.  For  more  info,  call  1-888-4-ON-THE-GO,  ext.  0001, 
visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  at  1-800-936-5209. 
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^ifeBook  is  a  trademark  of  Fu|itsu  PC  Corporation,  and  Fujitsu  and  trie  Fuptsu  logo  are  trademarks  ot  Fujitsu  Ltd.  The  Intel  Inside  I-ogo  and  Pentium  are  registered 
rademarks  ol  Intel  Corporation.  Microsoft,  Windows,  and  the  Windows  logo  are  registered  trademarks  ol  Microsoft  Corporation.  All  other  trademarks  or  registered 
rademarks  are  property  of  their  respective  companies.  ©1996  Fujitsu  PC  Corporation.  All  rights  reserved. 
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Media 


INVESTORS 


PAUL  ALLEN:  NEW  AGE 
MEDIA  MOGUL 

He  has  put  $1.7  billion  into  entertainment  ventures.  Is  there  method  in  his  mishmash? 


Surely  the  third-richest  man  in  America  always  travels 
in  luxury  and  high  style.  But  here  is  Paul  G.  Allen, 
with  a  fortune  of  about  $8  billion,  stuffing  his  large,  un- 
gainly frame  into  the  back  of  a  small,  rattling  van.  He's 
on  his  way  to  a  home  game  of  his  basketball  team,  the 
Portland  Trail  Blazers,  and  crammed  in  the  van  with  him  are 
his  mom,  his  aunt  and  uncle,  and  his  old  college  roommate. 
Throw  in  a  journalist  and  a  couple  of  other  friends,  and  it's 
hardly  a  billionaire's  power  circle  ready  to  dress  up  the 
floor  seats. 

Once  at  the  Rose  Garden,  the  high-tech  $262  million  arena 
Allen  built  for  the  Blazers,  the  team's  owner  takes  his  seat 
next  to  a  basket  and  smiles  shyly  as  he  twice  catches  out-of- 
bounds  balls.  The  Blazers  go  on  to  beat  the  Los  Angeles 
Clippers.  To  celebrate,  the  Allen  clan  piles  back  into  the  van 


9 


and  heads  for  Powell's,  a  cavernous  bookstore  in  a  sor.;- 
what  shabby  Portland  neighborhood.  Allen  and  his  fany 
blissfully  wander  the  stacks  for  a  half  hour.  And  what  piqis 
the  interest  of  the  co-founder  of  Microsoft  Corp.,  the  techn 
wizard  who  put  the  backslash  in  DOS?  Allen  buys  a  mote 
magazine.  "I'm  fascinated  by  the  entertainment  industrjl 
read  all  I  can  to  leam  more  about  it,"  Allen  explains  ase 
crawls  back  into  the  van. 

Paul  Allen  always  seems  somehow  out  of  place,  nem 
quite  meshing  with  his  surroundings.  He  has  vast  weah 
but  is  utterly  devoid  of  glamour.  At  4>\,  he  lives  in  a  lakese 
Seattle-area  compound  (outfitted  with  a  full-size  basketlll 
court  and  a  20-seat  movie  theater)  that  he  shares  with  ■ 
mother,  Faye.  He's  a  technology  visionary,  but  he  lacks  ,e 
single-minded  (hive  of  techie  empire-builders  like  his  boyh<d 
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'Content  Plus  Computing  Power' 


Digital  satellite 
broadcaster  of 
premium  TV  channels 

OWNERSHIP:  3.9% 

cost  basis:  $20  million 

CURRENT  VALUE:  $46 

million 


WEBTV 


Service  that  turns  a 
TV  into  an  Internet- 
surfing  appliance 

OWNERSHIP: 

Not  available 
invested:  Not  available 

CURRENT  VALUE: 

Launching 
this  fall;  too 
early  to  say 


DREAMWORKS  SKG 


T  Startup  studio 
producing  movies, 
TV  shows,  music, 
interactive  games 

OWNERSHIP:  18.5% 

invested:  $492  million 
over  five  years 
current  value:  Impos- 
sible to  say,  but 
company  has  been  slow 
to  release  new 
products 


Dream  Team: 
Jeffrey  Katzenberg, 
Steven  Spielberg, 
David  Geffen 


i  has  been 
ing  big  bets  in 
media, 
'tainment, 
technology 
oanies.  Here's 
>k  at  some  of 
najor 
ings: 


^  Internet 
content 
^|  provider 

and 
Wr  producer 
of  computer- 
ted  TV  series. 

RSHIP:  22% 

ted:  $11  million 

:nt  VALUE:  $44 

m 

.sWeek  estimate 

IPANY  REPORTS,  BUSINESS  WEEK 


;nd  and  Microsoft  co-founder  William  H.  Gates  III.  Think- 
'  he  was  terminally  ill,  Allen  left  Microsoft  in  1983.  He  beat 
at  turned  out  to  be  Hodgkin's  disease  but  spent  several 
irs  largely  absent  from  business  life.  He  held  on  to  his  Mi- 
isoft  stock,  now  worth  $7.3  billion. 

Over  the  past  few  years,  though,  Allen  has  become  en- 
•alled  by  the  entertainment  industry,  and  he's  spending  a 
)d  chunk  of  his  fortune  founding  or  mak- 
;  investments  in  at  least  a  dozen  young 
dia,  entertainment,  and  technology  com- 
lies.  Having  laid  out  $1.7  billion  so  far, 
■  reclusive  billionaire  is  emerging  as  one 
the  most  active  individuals  investing  in 
dia  in  the  U.  S.  "He's  on  everybody's 
lar  screen.  If  any  significant  media  asset 
being  sold,  Paul  is  approached  on  it," 
Michael  L.  Yagemann,  who  heads  the 
dia  and  entertainment  practice  at  Bear, 
sarns  &  Co.  and  has  worked  on  many 
en  deals. 

DBALL.  Can  the  pioneering  technology  billionaire  remake 
nself  as  a  New  Age  media  mogul?  In  the  glitzy  world  of 
>w  business,  the  intensely  shy,  awkward  Allen  is  more  of  an 
iball  than  ever,  whether  he's  riffing  on  his  electric  guitar 
h  rockers  Peter  Gabriel  or  Dave  Stewart,  shooting  baskets 
;h  a  few  Blazers,  or  hobnobbing  with  Hollywood  celebrities. 
Nonetheless,  Allen  is  building  an  empire  in  his  own  quirky 
age,  one  that  marries  the  entertainment  content  he  adores 
i;h  the  power  of  technology  that  he  understands  better 
in  most.  From  the  fledgling  DreamWorks  skg  movie  studio 
the  just  launched  WebTV  service  that  enables  consumers  to 
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use  their  televisions  to  access  the  Internet,  to  Starwave 
Corp.,  which  produces  Web  sites  like  the  popular  espn  Sports 
Zone,  Allen's  grab  bag  of  companies  aims  to  deliver  the 
jazzed-up,  wired  entertainment  content  that  Allen,  as  a  con- 
sumer, craves.  "Content  plus  computing  power"  he  says,  is 
where  he  likes  to  place  his  bets  (table). 

Soon,  outsiders  will  get  a  better  look  at  the  operations  of  a 
few  of  the  companies  that  Allen  founded  or 
controls  as  they  explore  initial  public  of- 
ferings. Asymetrix  Corp.,  a  lackluster  soft- 
ware company  Allen  founded  in  1985,  is 
considering  going  public.  In  an  encouraging 
move  for  Asymetrix'  prospects,  Tokyo- 
based  Softbank  Corp.  bought  a  stake  in 
September;  and  a  senior  Softbank  executive 
joined  Asymetrix'  board.  Starwave  is  also 
mulling  an  offering. 

And  in  mid-November,  Ticketmaster 
Group  Inc.,  the  ticketing  service  that  Allen 
acquired  80%  of  for  $240  million  in  Decem- 
ber, 1993,  is  going  public.  Lead  underwriter  Allen  &  Co.  (no  re- 
lation) preliminarily  valued  Ticketmaster  at  $494.2  million. 
The  ticketing  company  is  branching  out  from  its  live-enter- 
tainment base  to  online  ticketing,  electronic  commerce,  and 
even  traditional  piint  magazine  publishing,  and  it  is  expected  to 
go  on  the  acquisition  trail  after  the  offering.  Revenues  since 
1994  have  grown  28%,  to  $241.3  million  for  the  year  ended  Jan. 
31,  1996.  Largely  because  of  costly  expansions  into  online  tick- 
eting and  other  new  areas,  Tieketmaster's  operating  earnings 
have  dipped  2.4%,  to  $23.7  million,  for  the  same  period. 
After  the  Ticketmaster  ipo,  Allen's  stake  will  be  worth  only 
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about  $268  million.  That  lackluster  return  only  reinforces 
Allen's  mixed  reputation  as  an  investor,  with  some  inspired 
hits  and  some  head-scratching  misses.  In  fact,  many  in  en- 
tertainment and  finance  regard  Allen  as  a  dabbler  who  over- 
pays. "The  guy  is  clearly  starstruck,"  says  one  investment 
banker.  "He's  definitely  on  [any]  list  of  [potential  media]  buy- 
ers. And  when  he  does  buy,  it's  a  good  deal  for  the  seller."  In- 
ternet market  analyst  Betty  J.  Lyter  thinks  that  Allen's 
laid-back,  low-pressure  investment  style  actually  hobbles  the 
financial  performance  of  otherwise  promising  ventures.  "He 
has  made  a  lot  of  investments  in  companies  that  haven't 
achieved  profitability  as  quickly  as  peer  companies  have," 
she  says.  Allen's  great  wealth  "can  make  a  company  less 
than  focused  on  chiving  and  de- 
veloping a  business  model." 

Also  skeptical  is  venture 
capitalist  Stewart  Alsop,  who 
has  observed  Allen  for  years. 
"Media  companies  are  evaluat- 
ed [by  their  success  in]  spot- 
ting the  public  taste  and  re- 
sponding to  public  need.  Paul's 
really  working  for  an  audience 
of  one — himself,"  says  Alsop. 
"It's  kind  of  a  lonely  position  to 
be  the  one  guy  in  the  world 
who  has  $8  billion  and  doesn't 
care  about  making  money." 
PATIENT  INVESTOR.  Allen  in- 
sists that  what  his  critics  re- 
gard as  overpaying  is  just  the 
mark  of  an  extraordinarily  pa- 
tient investor  who  has  the  re- 
sources to  wait  years  for 
promising  ideas  to  pay  off.  "I 
like  to  place  higher-risk  bets" 
than  most  investors,  he  says. 

His  real  objective  may  well 
be  to  secure  for  himself  a  role 
in  the  creation  of  a  fully  wired 
world.  "Most  people  invest  to 
get  a  return.  Paul  Allen  does 
this,  but  he  also  is  able  to  in- 
vest in  ideas  he  believes  will 
change  the  world,"  says  Roger 


1  B.  McNamee,  a  partner  with  Integral  Capital  P.'rtj 
ners,  a  technology  investment  firm  that  has  no  finar-.a 
relationship  with  Allen.  "Few  people  have  the  luxurl 
investing  that  way.  The  fact  that  Paul  can  makes  \o 
pie  jealous."  Adds  DreamWorks  co-founder  David  (i 
fen,  a  close  friend:  "He's  a  very  smart  man.  He  diil 
inherit  the  money;  he  earned  it.  The  reason  you  dl 
know  what  he's  doing  with  his  money  is  that  he  doel 
go  around  making  a  big  deal  about  it." 

Those  investments  that  are  now  public  can  speakff 
themselves.  Allen  invested  $20  million  in  1994  fcf 
3.9%  stake  of  direct-broadcast  satellite  company  Ul 
ed  States  Satellite  Broadcast  Co.  The  company  wj 
public  earlier  this  year,  and  Allen's  stake  now  ha| 
market  value  of  $46  million.  He  also  plunked  dcjt 
$11  million  in  1994  and  1995  for  a  22%  stake  in  ctJ 
The  Computer  Network,  a  fast-growing  Intemet-ancl 
production  company  that  aims  to  be  the  mtv  of  I 
cybergeneration.  onet  went  public  in  July;  Alia 
stake  is  now  worth  $44  million. 

The  flops,  of  course,  never  made  it  to  market,  (jj 
was  SkyPix,  an  early  direct-broadcast  satellite  company  t| 
went  bust  in  1992,  shortly  after  Allen  invested  $10  milljj 
Allen  lost  an  undisclosed  amount  on  Virtual  Vision,  wll 
made  goggles  equipped  with  a  TV  monitor.  And  Allen's  I 
perience  with  America  Online  Inc.  was  a  strategic  failuri 
not  a  financial  one.  Excited  by  the  boom  in  online  chat  I 
the  possibilities  of  the  Internet,  Allen  in  1993  bought  nea 
25%  of  aol's  stock.  But  AOL  didn't  want  Allen  to  havl 
role  in  the  company  and  rebuffed  him.  Though  his  bankers  j 
couraged  him  to  mount  a  hostile  takeover,  Allen  instil 
gradually  sold,  more  than  tripling  his  money  in  the  procq 
Allen's  experience  with  Microsoft,  where  he  still  sits  on  | 
board,  gives  him  a  keen  appreciation  for  getting  in  on  1 
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ground  floor.  Given  that  and  his  affinity  for  risk,  Allen's 
guiding  investment  criteria  are  fairly  straightforward:  He 
must  like  and  tinst  the  managers,  he  must  be  interested  as  a 
consumer  in  what  they're  making,  and  the  business  must  be 
poised  to  profit  greatly  from  an  emerging  technology  that  will 
soon  make  its  products  better,  faster,  or  more  compelling 
than  anything  else  on  the  market.  "These  really  aren't  spec- 
ulative investments,"  notes  Michael  Wolf,  who  heads  Booz, 
Allen  &  Hamilton  Inc.'s  media  practice. 
"He's  investing  in  companies  that  are  be- 
ginning their  growth  curve.  The  approach 
appears  to  be  a  savvy  one." 

Allen  doesn't  ran  or  manage  any  of  these 
companies,  even  the  ones  he  wholly  owns;  he 
has  never  claimed  to  have  executive  skills. 
He  is  remote  and  lacks  vitality  in  one-on-one 
encounters.  Operating  executives  at  each 
company  are  pretty  much  free  to  make 
sense  of  his  overall  strategic  vision  and  run 
the  businesses  on  their  own.  Allen  relies  on 
three  key  aides  to  conduct  whatever  over- 
sight there  is  of  the  portfolio  companies.  Vern  Raburn  was  an 
early  Microsoft  employee  who  now  plays  a  sort  of  supervisory, 
management  counselor  role  to  some  of  Allen's  companies.  Bert 
Kolde,  who  was  Allen's  freshman  roommate  at  Washington 
State  University,  also  takes  on  many  day-to-day  administrative 
duties,  overseeing  the  Blazei's  and  serving  on  boards  on  Allen's 
behalf.  David  Liddle,  once  head  of  Xerox  Palo  Alto  Research 
Center  and  now  head  of  Interval  Research  Corp..  a  think  tank 
Allen  is  funding  with  $100  million,  acts  as  a  technology  sound- 
ing-board for  Allen  and  the  executives  at  the  companies. 

Generally,  Allen  leaves  the  companies  to  themselves.  Star- 


Mien  doesn't  run  any 
of  his  companies: 

He  has  never 
claimed  t  o  have 
executive  skills 


wave,  which  he  founded  in  1992.  has  had  significant  succes1 
the  Internet  with  ESPN  SportsZone,  a  venture  with 
Disney  Co.'s  ESPN  cable  network  that  provides  sports 
with  thousands  of  pages  of  glossily  presented  informa 
about  sports  each  day  via  the  Net.  SportsZone  averages 
million  hits  a  day,  and  its  attractive  demographics  have  lu 
such  big-name  advertisers  as  Gatorade.  Microsoft,  Pizza  I 
and  several  auto  makers.  Starwave  ceo  Mike  Slade  says 
company  will  post  revenues  of  more  t; 
$10  million  this  year  and  may  turn  a  p 
it  next  year. 

But  the  boss  is  in  no  hurry  to  draw 
idends  out  of  Starwave,  Slade  says.  " 
strategy  is  get  out  ahead  and  ran  like 
Only  five  [other  companies]  in  the  w 
are  willing  to  spend  what  we're  spen~ 
This  is  cable  TV  in  1980.  We're  investin 
if  the  size  of  the  market  is  10  times  wh 
is  today."  Just  launching  Starwave  see7 
to  outsiders  to  be  a  huge  gamble 
years  ago.  but  Allen  never  doubted  it" 
ability.  "Paul  is  one  of  those  people  who  likes  to  make 
bets,  and  he's  a  leapfroggy  kind  of  guy,"  says  Slade.  "Th 
cremental  pace  of  the  software  industry  always  frastr 
him.  When  we  started  this,  there  was  no  World  Wide 
We  had  to  assume  the  infrastructure  would  happen." 
different  AGENDA.  Many  who  have  dealt  with  Allen  say 
his  cancer  scare  13  years  ago,  when  he  was  only  30,  left 
with  an  agenda  quite  different  from  that  of  other  moguls-in- 
making.  When  his  disease  went  into  remission  in  1983, 
didn't  retiu-n  to  Microsoft;  rather,  the  college  dropout  trav~ 
read  widely,  learned  to  scuba  dive,  and  spent  long  hours 
his  intensely  close-knit  family.  He 
dealt  a  further  blow  that  year  when 
ther,  Kenneth,  underwent  minor 
surgery  and  died  suddenly  when  a 
ened  blood  clot  caused  a  fatal  stroke. 

Never  married  and  childless,  Allen 
mains  exceptionally  close  to  his  family 
old  friends.  His  mother  lives  in  a  h 
Allen  built  for  her  on  the  grounds  of 
Seattle-area  estate,  and  the  retired  lib 
ian  still  assigns  him  books  to  read, 
sister,  Jody  Allen  Patton,  runs  Allen's 
itable  foundation,  oversaw  constractio 
the  Trail  Blazers'  Rose  Garden,  and  is 
executive  director  of  the  Experience  M 
Pi'oject,  a  $60  million  music  museum 
grew  out  of  Allen's  abiding  passion  for 
music  of  Jimi  Hendrix.  another  Seattle 
tive  son.  The  museum  is  scheduled  to 
in  downtown  Seattle  in  1999. 

Allen's  tentative  efforts  to  restart 
business  life  after  his  illness  and 
father's  death  met  with  little  initial 
cess  until  he  hired  his  first  real  fina 
staffer.  William  D.  Savoy,  in  1990.  § 
then,  Allen  and  Savoy  have  worked 
a  comfortable  symbiotic  relations 
When  Allen  pinpoints  an  area  he  tl 
will  soon  benefit  from  an  impending 
nological  advancement,  Savoy  be 
scouting  for  companies  that  fit  the 
and  oversees  the  due  diligence  on 
company's  financials. 

Savoy,  32,  says  that  his  "job  is  to 


1  10  BUSINESS  WEEK  /  NOVEMBER  18.  1996 


311  launches 

Imation. 

The  new  $2-25 
billion  leader 
in  information 
and  imaging- 

There's  a  new  world  leader 
in  data  storagei  medical 
laser  imaging  i  private 
label  photo  color  film  and 
color  proofing:  Imation- 
Imation  is  a  brand  new 
Fortune  SOD  company  with 
3M  innovation  in  its  genes- 
A  company  with  a  lot  of  big 
new  ideas-  A  company  that 
thinks  the  way  you  do-  See  us 
at  http : //www • imation ■ com 
or  call  1-flflfl- Mbb-3M5fc>  - 


IMATION 

Borne  of  SMInnovation 


Media 


ten  very  carefully  to  'wired  world'  ideas  articulated  by  Paul 
and  invest  in  companies  that  fit  with  that  vision."  As  Allen 
has  become  more  widely  known  as  a  rich  and  patient  source 
of  investment  capital  in  media  and  technology  circles,  Savoy 
and  his  staff  of  six  are  flooded  with  proposals — 4,000  last 
year  alone. 

Allen  has  been  carefully  shopping  for  media  and  enter- 
tainment properties  since  1991.  Especially  after  he  bought 
Tieketmaster  in  1993,  Allen's  profile  as  a  buyer  of  media 
properties  grew  more  prominent.  In  1994,  he  was  invited  to 
investment  banker  Herbert  Allen  Jr.'s  (no 
relation)  annual  retreat  for  media  moguls. 
There,  Allen  met  Geffen  and  struck  up  a 
friendship.  The  two  have  vacationed  to- 
gether on  Allen's  yacht,  and  Allen  consults 
Geffen  as  he  considers  different  media  in- 
vestments. "We've  looked  at  every  movie 
studio,  every  music  company,  starting  with 
Orion  [Pictures  Corp.l  in  1991,"  says  Savoy. 
They  came  close  to  bidding  on  Miramax 
Films  Inc.  and  Castle  Rock,  Savoy  says. 
Allen  also  seriously  considered  buying  Sea- 
gram Co.'s  then  15%  stake  in  Time  Warner 
Inc.  before  Time  Warner's  dilutive  acquisition  of  Turner 
Broadcasting  Systems  Inc.  was  announced. 

They  passed  on  all  of  these,  and  the  only  big-ticket  buys 
they  made  in  this  period  were  Tieketmaster  and  Dream- 
Works, which  counts  Geffen  as  a  principal.  But  scouting  for 
more  media  content  continues  to  top  their  agenda.  Executives 
in  the  entertainment  industry  say  Allen  and  Savoy  have 
been  spending  a  good  deal  of  time  kicking  tires  of  media  prop- 
erties in  Los  Angeles  lately.  Savoy  declined  to  elaborate  on 
specifics  but  says  that  "we're  definitely  [making]  more  in- 
vestments in  content  rather  than  infrastructure." 

Once  Savoy  identifies  a  likely  prospect,  Allen  gets  very  in- 


Allen  and  Savoy  have 
been  spending  lots  of 
time  kicking  the  tires 
of  media  properties 
inL.A.  lately 


volved  in  evaluating  the  ccH 
pany.  In  1994,  MinneapoM 
based  Hubbard  Broadcast™ 
Inc.  was  looking  for  investM 
for  its  ussb  satellite  systeBI 
Stanley  E.  Hubbard,  the  cB I 
of  ussb,  vividly  remembA* 
Allen's  due  diligence  that  sut 
mer.  Allen  visited  ussb's  dilg 
manufacturing  plants  in  MB" 
neapolis  and  Indianapolis  al 
removed  the  cover  of  the  1 
ceiver  boxes  to  scrutinize  A 
circuits  inside.  Allen  is  "a  Ma 
nius,"  Hubbard  says.  "He  g( 
beyond  being  technologica 
bright  because  he  can  put  it 
perspective." 

PSYCHIC  REWARD.  Any  sign 
cant  synergies  among  his  co 
panies  seem  a  ways  off, 
Allen  in  his  passive  way  is 
inclined  to  force  the  issue.  St 
wave  designed  the  Web  site 
Tieketmaster  Online,  for  exa 
pie,  and  Interval  has  provid 
some  research  on  music  treri 
to  Trilobyte  Inc.,  producer 
such  cd-rom  hits  as  7th  Gu< 
and  The  11th  Hour.  Allen 
quired  12%  of  Trilobyte  in  19 
"Each  of  these  companies  has  to  compete  in  its  own  spher 
Allen  says.  "If  the  corporate  cultures  aren't  [compatibl 
that's  not  a  recipe  for  success."  Still,  he  says  "for  a  lot 
these  companies,  markets  are  developing  rapidly.  [Cross-f< 
tilization]  can  be  a  real  help,  and  a  tremendous  opportur 
for  new  products."  Allen  is  preparing  to  bring  his  who 
owned  companies  under  one  roof  in  a  60-acre  corporate  ca 
pus,  soon  to  break  ground  in  suburban  Seattle. 

What  does  Allen  hope  to  build  from  this  tantalizing  mis 
mash  of  technology  and  media  holdings?  He  hasn't  the  soul 
an  ego-driven  empire-builder:  He  is  mc 
satisfied  when  he  makes  his  guesses,  plac 
his  bets,  and  is  proved  right.  But  he  cles 
ly  loves  being  in  business,  just  as  he  lov 
to  play  guitar  with  rock  stars  and  she 
baskets  with  pro  basketball  stars:  It's  ft 
and  it  makes  him  feel  alive.  "To  me,  t 
real  psychic  reward  is  to  be  involved 
creating  new  products,  new  ideas,"  he  sai 
Perhaps  Allen's  eclectic  grab  bag  of  es 
tertainment  properties  will  never  reaP 
make  sense  to  outsiders.  But  in  the  meal- 
time, in  his  low-key  way,  Allen  is  carviif 
out  a  role  for  himself  as  a  media  investor  who  marches  to 
decidedly  different  drummer.  "Some  people  are  importa 
because  of  the  force  of  their  personality,  some  are  born  ill 
portant,  some  are  important  because  of  their  resources! 
says  Integral  Partners'  McNamee.  "Paul  comes  out  of  that  1; 
ter  category.  Some  people  think  that's  all  he's  got.  Ai 
they're  missing  something.  [But]  I'm  sure  Paul  couldn't  gij 
a  damn."  Someone  in  the  entertainment  industry  not  carir 
about  image?  The  mark  of  a  media  mogul  for  a  new  age 
ever  there  was  one. 

By  Elizabeth  Lesly  in  New  York,  with  Kathy  Rebello 
San  Francisco  and  bureau  reports 
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500,000  new  members  doesn't  say  quality  health  care  to  you, 
perhaps  you  should  get  24,000  second  opinions. 


1  you  asked  Blue  Cross  about  health  care,  we'd  tell 
we  provide  the  best  coverage  in  the  business. 

lut,  since  our  point  of  view  is  admittedly  biased, 

haps  you'd  appreciate  someone  else's. 

jke,  say  more  than  half-a-million  Californians. 

jter  all,  in  the  past  four  years,  more  people  have  joined 
CaliforniaCare*  HMO  from  Blue  Cross  of  California 

n  any  other  health  plan.  Some,  because  it  delivers 

dity  coverage  at  an  affordable  price.  Others,  because 

e  Cross  has  been  a  trusted  name  for  nearly  60  years. 


But,  as  it  turns  out,  most  people  like  CaliforniaCare 
because  so  many  of  California's  finest  doctors  do  - 
24,000  in  total -all  of  whom  you'll  find  in  our  HMO 
provider  network. 

So  if  you're  looking  for  a  good  health  plan,  we  think 
you've  found  it.  And  there  are  plenty  of  Californians 
out  Uiere  who  agree. 

For  more  on  California's  fastest  growing  HMO,  call 
your  broker  or  local 
Blue  Cross  sales  office. 


Ijgl  Blue  Cross  of  California 


Who  else? 


astcred  mark  of  llle  Blue  Cross  Vssnrianon  and  Blue  Cross  of  California  is  an  independenl  licensee  of  the  Blue  Cross  Vssonaliou  tc  is  a  reKislrrcd  mark  of  WellPoint  Health  Networks  llu  Medical  Coverage  written  b>  CaliforniaCare  Health  Plans  i  IMHri  WellPoint  Health  Networks  Inc. 


The  Workplace 
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COMMENTARY 

By  Aaron  Bernstein 


BIGGER  PAYCHECKS,  YES.  BETTER  PAY,  NO 


Annual  incomes  finally  rose 
last  year  after  six  flat 
years.  Wage  hikes  periodi- 
cally spook  the  bond  market. 
And  President  Clinton  an- 
nounces every  chance  he  gets 
that  the  economy  has  turned 
the  corner.  It's  all  true,  and 
many  Americans  are  doing  bet- 
ter since  job  growth  finally 
picked  up  in  the  past  year  or 
so.  But  don't  celebrate  yet: 
There's  strong  evidence  that 
the  two-decade  trend  of  wage 
stagnation  continues  unabated. 

It's  easy  to  get  a  misleading 
picture,  since  the  government 
conducts  a  half-dozen  wage  sur- 
veys that  all  tell  different  sto- 
ries. The  monthly  series  that 
bond  hawks  watch,  which  shows 
pay  outpacing  inflation,  is  so  er- 
ratic that  most  labor  economists  dis- 
miss it.  The  better  assessment  comes 
from  a  once-a-year  snapshot  taken 
each  March  as  part  of  the  Bureau  of 
Labor  Statistics'  survey  of  labor 
costs.  The  1996  figure,  released  in 
mid-October,  shows  that  compensation 
growth  still  trails  consumer  prices. 
These  numbers  "are  the  best  measure 
of  the  income  of  average  American 
workers  over  the  long  term,"  says 
bls  Commissioner  Katharine  G.  Abra- 
ham. And  while  the  figures  don't  in- 
clude the  past  seven  months,  there's 
little  reason  to  suspect  a  sharp  turn 
off  the  long-term  course. 
DETROIT  SWAP.  So  how  can  incomes 
be  rising  if  wages  aren't?  Simple. 
Strong  job  growth  lets  people  work 
more  hours,  so  households  have  more 
to  spend.  But  that  doesn't  mean  em- 
ployees are  earning  more  per  hour.  In 
other  words,  paychecks  are  up  be- 
cause Americans  are  working  harder 
and  longer,  not  because  the  long-term 
trends  holding  down  wages — the  shift 
to  services,  globalization,  weak  unions, 
and  so  on — have  been  checked.  "All 
the  long-term  wage  problems  haven't 
gone  away,"  says  Marvin  H.  Kosters, 
an  economist  at  the  American  Enter- 
prise Institute,  a  conservative  think 
tank  in  Washington. 

To  see  why  he's  right,  look  at  the 
bls  Employment  Cost  series.  The 
data  come  in  two  versions.  The  more 


closely  watched  one,  a  quarterly  in- 
dex, tries  to  measure  the  same  type 
of  labor  year  to  year:  It  assumes  that 
the  proportion  of  every  type  of  work- 
er in  the  economy — factory,  service, 
professional,  blue-collar — doesn't 
change.  The  second  version,  the  so- 
called  compensation-level  survey  done 
each  March,  includes  occupational,  in- 
dustry, and  other  shifts.  It  shows  that 
compensation  has  trailed  inflation  by 
six  percentage  points  since  the  bu- 
reau began  keeping  track  in  1987, 
while  pay  and  benefits  as  gauged  by 
the  quarterly  index  have  outpaced 
consumer  prices  (chart). 

WAGES:  STILL 
GOING  NOWHERE 
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While  the  index  offers  the 
best  picture  of  what  employers 
pay  for  labor,  the  so-called  level  jj 
is  better  for  gauging  what  em-  ] 
ployees  earn,  says  Kosters  and 
other  labor  economists.  The  two 
aren't  the  same.  Take  Detroit 
auto  makers.  They  recently 
granted  above-inflation  raises  to 
union  workers,  whose  pay  and 
benefits  run  $43  an  hour.  But  in 
recent  years,  the  Big  Three 
have  outsourced  jobs  to  suppli- 
ers that  often  pay  only  $20  an  I 
hour.  If  suppliers  also  raise  pay 
above  inflation,  the  index  would  j 
register  real  compensation  gainsi 
But  in  reality,  thousands  of 
high- wage  jobs  were  swapped 
for  lower-paid  ones,  reducing  av! 
erage  wages.  This  only  shows 
up  in  the  level  survey.  Indeed, 
auto  workers  battled  Detroit  over 
outsourcing  in  their  just-concluded 
contracts  precisely  because  the  prac- 
tice lowers  wages  in  the  industry. 
temp  TIDE.  Similarly,  because  the  lev- 
el method  accounts  for  the  shifting 
mix  of  job  types,  it's  the  only  one  thai 
factors  in  such  trends  as  the  spread 
of  lower-wage  jobs.  And  these  trends 
have  been  big  in  recent  years.  For  in- 
stance, employment  in  the  temporary 
help  industry  has  soared  by  70%  since 
1990,  to  2.2  million.  This  pulls  down 
average  wages,  because  temp  jobs 
pay  $8.79  an  hour,  vs.  $11.44  for  full- 
time  ones,  according  to  the  bls. 

The  same  holds  true  when  service 
jobs,  which  average  $15  an  hour,  pro 
literate,  replacing  factory  ones  that 
pay  $20,  according  to  the  Economic 
Policy  Institute,  a  liberal  think  tank 
in  Washington.  Since  1989,  1  million 
factory  jobs  have  vanished  while  ser- 
vice jobs  have  soared  by  10  million, 
EPl  figures  show.  "The  shift  to  low- 
wage  industries  continues  to  pull 
down  wages,"  says  EPl  Chief  Econo- 
mist Larry  Mishel. 

Americans  are  doing  better  in  a 
healthier  job  market,  true  enough. 
But  don't  mistake  the  good  news  for 
the  whole  story.  Plenty  of  evidence 
still  weighs  wages  down. 

Bernstein  watches  workplace 
trends  from  Washington. 
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The  NCR  Scalable  Data  Warehouse. 
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Only  we  can  make  news  this  big. 


"iJ^OATA  l  Once  again.  NCR  is  leading  the  way 
in  data  warehousing.  Using  our 
incredibly  robust  Teradata'  database, 
we've  teamed  with  EMC  to  build  the  world's  first 
data  warehouse 
large  enough 
to  handle  11 
terabytes  of 

data.  Or  2.7S  billion  pages  of  text. 

Our  highly  scalable  WorldMark™  servers  allow 
you  to  turn  mountains  of  raw  data  into  useful 


information  with  unprecedented  speed.  gi\  ing  you 
unmatched  querying  capabilities. 

Only  NCR  WorldMark  servers  <  >ffer  v<  >u  a  platfi  irm 
that  scales  fn  an  SMI?  t<  >  clusters.  t<  >  MP?  all<  iwing  y<  >u  t(  i  start 

your  data  wareh<  >use 
small  and  grow  it 


to  any  size. 

To  get  more 

information  about  NCR's  scalable  data  warehouse,  call 
1  800  CALL-NCR.  ext.  3000.  Or  experience  our  data 
warehousing  capabilities  firsthand  at:  http://wwwncccom 
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Corporate  Scoreboard 


OK,  SO  IT'S 
NOT  THE  GLORY  DAYS 

Profit  growth  is  slowing,  true,  but  the  numbers  are  still  impressive 


■  s  ( 'oi'puratt'  America's  profit  machine 
I  petering  out?  Certainly,  the  party 
I  seems  to  be  winding  down  after  the 
I  boom  times  between  mid- 1992  and 
mid- 1995,  when  quarterly  profit  gains 
averaged  more  than  30%.  Earnings  for 
the  900  companies  on  business  week's 
Corporate  Scoreboard  rose  13%,  to  $82 
billion,  on  sales  up  9%,  to  $1.3  trillion. 
Of  course,  that's  a  far  cry  from  a 


bust.  As  the  on-again,  off-again  economy 
continued  to  confuse  economists  and  ex- 
ecutives alike,  it's  the  strongest  gain 
since  the  19%  rise  in  1995's  second  quar- 
ter. So  call  it  respectable,  if  not  robust. 

Still,  there's  no  doubt  that  the  profit 
slowdown  predicted  for  months  is  taking 
hold.  Growth  among  companies  in  the 
Standard  &  Poor's  500  has  also  cooled 
off:  For  the  quarter,  operating  earnings 


per  share  rose  just  6%.  "There  has  be< 
a    significant    slowing   in  earning 
growth,"  says  John  Ryding,  senior  eco: 
omist  at  Bear,  Stearns  &  Co.,  "and 
will  continue  to  decelerate." 

In  part,  that's  because  the  overs 
economy  no  longer  has  much  pep.  Re 
gross  domestic  product  rose  at  only 
2.2%  annual  rate  in  the  third  quarte 
down  sharply  from  a  4.7%  gain  in  tl 


•J,! 


Winners  and  Losers  in  Quarterly  Earnings 


THE  INDUSTRIES 


THE  COMPANIES 


THE  LEADERS 


THE  LAGGARDS 


WHO  MADE  THE  MOST 


WHO  LOST  THE  MOST 


PERCENTAGE  CHANGE  FROM 
1995'S  THIRD  QUARTER 

PERCENTAGE  CHANGE  FROM 
1995'S  THIRD  QUARTER 

MILLIONS  OF 
DOLLARS 

MILLIONS  OF 
DOLLARS 

COMPUTERS  &  PERIPHERALS 

152% 

POLLUTION  CONTROL 

LOSS 

GENERAL  ELECTRIC 

$1,788 

ITT  HARTFORD  GROUP 

-$543 

COMPUTER  SOFTWARE  &  SVCS. 

127 

FOREST  PRODUCTS 

LOSS 

PHILIP  MORRIS 

1,646 

BROWNING-FERRIS  INDS.*** 

-295 

CARS  &  TRUCKS 

123 

SAVINGS  &  LOAN 

-99% 

EXXON 

1,560 

NATIONAL  SEMICONDUCTOR* 

-208 

PUBLISHING  &  BROADCASTING 

107 

PAPER  CONTAINERS 

-82 

AT&T 

1,359 

LOUISIANA  PACIFIC 

-203 

PERSONAL  CARE 

65 

ALUMINUM 

-64 

INTEL 

1,312 

MEDPARTNERS 

-152 

MACHINE  &  HAND  TOOLS 

55 

SEMICONDUCTORS 

-36 

IBM 

1,285 

TEXAS  INSTRUMENTS 

-148 

COAL,  OIL  &  GAS 

54 

PAPER 

-35 

GENERAL  MOTORS 

1,271 

TRW 

-147 

NONFERROUS  METALS 

48 

APPLIANCES 

-29 

MERCK 

1,002 

MFS  COMMUNICATIONS 

-144 

TRUCKING  &  SHIPPING 

47 

GAS  UTILITIES 

-28 

PROCTER  &  GAMBLE* 

979 

TIME  WARNER 

-91 

TEXTILES 

43 

STEEL 

-25 

COCA-COLA 

967 

BRADLEES** 

-83 

RETAILING 

43 

ELECTRONICS 

-20 

CITICORP 

935 

AHMANS0N  (H.F.) 

-79 

HEALTH-CARE  SERVICES 

41 

BEVERAGES 

-15 

DUP0NT 

898 

CR0MPT0N  &  KN0WLES 

-70 

APPAREL 

40 

CONSTRUCTION  &  ENGINEERING 

-14 

CHASE  MANHATTAN 

858 

DIGITAL  EQUIPMENT* 

-66 

CONSTRUCTION/REAL  ESTATE 

39 

PRINTING  &  ADVERTISING 

-7 

MOBIL 

769 

DSC  COMMUNICATIONS 

-58 

TELECOMMUNICATIONS 

38 

CHEMICALS 

-7 

GTE 

756 

SYBASE 

-53 

DATA  STANDARD  &  POOR'S  COMPUSTAT.  A  DIVISION  OF  THE  McGRAW  HILL  COMPANIES 


•FISCAL  FIRST  QUARTER  "FISCAL  SECOND  QUARTER  "'FISCAL  FOURTH  QUARTER 
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;ond.  Final  demand  from  consumers, 
sinesses,  foreigners,  and  government 
s  nearly  flat.  Consumers  took  a 
eather  from  buying  big-ticket 
rabies,  while  Europe  and  Mexico  re- 
ined in  the  doldrums.  Instead,  almost 

of  the  third-quarter  GDP  rise  came 
m  inventory  accumulation. 
But  other  elements  are  also  crimp- 
;  profits  growth.  A  tight  labor  market 
sending  wages  up.  Yet  with  inflation 
ne,  most  companies  can't  raise  prices 
ich.  Consumer  prices  were  up  only 
%  in  the  quarter,  while  economywide, 
ces  rose  2%.  That's  good  news,  too: 
rnings  weren't  pumped  by  inflation. 
Moreover,  having  squeezed  costs  mer- 
jssly,  many  companies  have  little  left 
cut.  "Restructuring  and  cost-cutting, 
rmally  reserved  for  the  downside  of 
;  profit  cycle,  were  done  in  an  up- 
ing,"  says  Richard  Bernstein,  director 

quantitative  research  at  Merrill 
nch  &  Co.  The  end  result:  Third- 
arter  margins  were  6.3%.  That's  bet- 
•  than  the  6.1%  recorded  a  year  ago, 
)ugh  down  from  the  6.6%  in  the  sec- 
i  quarter  of  1996. 

UGH  GOING.  The  road  ahead  could  get 
lgher.  While  companies  have  enjoyed 
forous  profits  growth  virtually  across 
3  board  recently,  the  big  gains  in- 
iasingly  appear  to  be  reserved  for 
irket  leaders  such  as  Intel  Corp.  and 
crosoft  Corp.  "The  higher-quality 
mpanies  are  seeing  sustained  profit 
Dwth,"  says  A.  Marshall  Acuff  Jr.,  eq- 
y  strategist  at  Smith  Barney  Inc. 
ut  it  will  be  harder,  even  for  them,  to 
dntain  it  over  time." 
Certainly  General  Electric  Co.,  which 
ads  the  list  of  business  week's  top  15 
ofit  machines,  knows  how  to  keep 
owing,  ge's  profits  rose  11%,  to  $1.3 
lion,  on  sales  up  15%.  A  spate  of  Eu- 
pean  financial-services  acquisitions, 
•ong  results  at  nbc,  and  strength  in 
ermarket  services  all  helped. 
Among  industries,  computer  makers 
peared  the  best,  with  profits  up  152%. 
it  exclude  a  one-time  restructuring 


charge  IBM  took  in  1995,  and  Big  Blue's 
third-quarter  profits  were  flat,  at  $1.3 
billion.  And  without  IBM,  the  sector's 
profits  rose  just  1%.  While  Compaq, 
Dell,  and  Sun  Microsystems  all  posted 
big  gains,  Digital  Equipment  lost  $66 
million  as  rivals  hit  its  corporate  cus- 
tomers. Apple  Computer  Inc.  and 
Hewlett-Packard  Co.  also  struggled. 

In  semiconductors,  too,  a  tightening 
market  is  separating  the  wheat  from 
the  chaff.  Thanks  to  premium  prices 
and  the  near-monopoly  it  holds  over 
desktop  PC  processors,  Intel's  earnings 
rose  41%,  to  $1.31  billion.  Elsewhere, 
though,  problems  are  brewing.  After 
three  years  of  30%-plus  growth,  world- 
wide semiconductor  sales  will  drop 
10.5%  in  1996,  according  to  the  Semi- 
conductor Industry  Assn.  And  factory 
overbuilding  has  brought  brutal  price 


declines.  Texas  Instruments  Inc.  lost 
$148  million,  while  Advanced  Micro  De- 
vices Inc.  was  $38.4  million  in  the  red. 

By  contrast,  many  software  makers 
did  well,  led  by  Microsoft,  which  saw 
earnings  rise  23%,  to  $614  million.  The 
success  of  Windows  NT,  Microsoft's 
powerful  server  operating  system,  is 
expected  to  buoy  the  company.  Client- 
server  software  and  intranet  programs 
should  keep  up  the  growth  at  Netscape 
Communications  Corp.  and  Oracle 
Corp. 

Detroit's  auto  makers  also  showed 
surprising  strength  all  around.  Chrysler 
Corp.  posted  earnings  of  $680  million,  a 
92%  gain,  largely  due  to  heavy  demand 
for  its  popular  pickup  tracks  and  mini- 
vans.  Ford  Motor  Co.  also  had  a  healthy 
third-quarter  profit  of  $686  million,  up 
92%.  Strong  U.  S.  truck  sales,  contin- 


A  Spotlight  on  Third-Quarter  Profits 


AFTERTAX  PROFITS 
QUARTER  BY  QUARTER 

PERCENT  CHANGE 
FROM  SAME  PERIOD 
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IV  I  II  III  IV 
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BREAKING  DOWN 
THE  LATEST  QUARTER 

AS  REPORTED  +13% 

WITHOUT  COMPUTERS  & 

PERIPHERALS  +11% 

WITHOUT  ELECTRIC 
UTILITIES  +15% 


INDUSTRIES  WITH  THE 
DOLLAR  CHANGE  IN  THE 

It  was  the  best  performance 
in  more  than  a  year:  Third- 
quarter  profits  rose  13%  on  a 
sales  gain  of  9%.  Still,  IBM 
and  Computer  Associates, 
which  had  big  write-offs  a  year 
earlier,  alone  accounted  for 
four  points  of  that  earnings 
jump.  And  while  net  profit 
margins  again  topped  6%, 
return  on  equity  edged  slightly 
lower  for  the  second  straight 
quarter.  Among  industries, 
the  auto  makers  posted  strong 
results;  rising  crude  prices 
helped  the  oil  companies.  Less 
fortunate  were  the  semiconductor 
manufacturers,  where  profits 
fell  36%  despite  Intel's  41% 
jump.  The  price-earnings 
ratio  of  20  is  the  highest 
since  the  fourth  quarter 
of  1993.  -i 
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Having  squeezed  costs  mercilessly  over  the  past 
several  years,  many  companies  have  little  left  to  cut 


ued  cost  reductions,  and  record  earn- 
ings from  financial  services  made  up  for 
losses  in  Europe  and  South  America. 

Even  Genera]  Motors  Corp.,  which 
has  seen  its  market  share  decline  from 
32.4%  a  year  ago  to  31.6%,  posted  bet- 
ter-than-expected  earnings,  gm's  profits 
rose  220%,  to  $1.3  billion,  thanks  to 
higher  sales  volumes  and  cost-cutting. 
But  GM  also  benefited  from  a  low  2.8% 
corporate  tax  rate.  And  it  added  $409 
million  to  pretax  earnings  by  reversing 
an  earlier  charge  for  plant  closings. 
backtoearth.  Of  course,  there  were 
big  disappointments  as  well.  Following 
its  spin-off  from  ITT  Corp.,  insurance 
giant  [TT  Hartford  Group  Inc.  took  a 
$510  million  charge  for  environmental 
claim  reserves,  earning  it  the  spot  as 


this  quarter's  biggest  loser.  And  the 
weak  pulp  market,  together  with  a  $350 
million  pretax  charge,  gave  Louisiana- 
Pacific  Corp.  losses  of  $203  million. 

Wall  Street  has  also  come  back  down 
to  earth  after  two  record-breaking  quar- 
ters. With  equity  underwritings  off  45% 
and  stock  exchange  volume  down  13% 
from  last  quarter,  profits  grew  just  7%. 
Trading  losses  on  proprietary  accounts 


and  losses  in  oil  refining  and  mar 
ing  sent  Salomon  Inc.'s  earnings  d 
58%,  to  $112  million. 

Plenty  of  other  well-known  na 
felt  pain  this  quarter.  PepsiCo  Inc. 
earnings  drop  77%,  to  $144  million 
it  lost  ground  to  Coca-Cola  Co.  o 
seas  and  struggled  to  fix  its  dom 
restaurants.  And  Motorola  Inc.  to 
hit  as  earnings  dropped  58%,  to 
million.  The  once  mighty  electroni 
ant  has  been  unable  to  combat  s 
declines  in  pricing  and  demand  for 
lular  phones  and  pagers.  It's  a 
minder  to  all  of  Corporate  Ame 
that  this  profits  slowdown  may  s" 
no  sacred  cows. 

By  Toddi  Qutner  in  New  York,  a 
bureau  reports 


IN  '97,  BENEFITS  MAY  DENT  THE  BOTTOM  LINE 


■  rV  no  surprise  that  economists  are 
I  worried  that  rising  wages  could 

■  take  a  lull-  out  of  margins  in  1997. 
After  all,  with  the  unemployment 
rate  at  a  low  5.2%  and  job  growth 
projected  to  average  a  healthy 
150,000  per  month  for  most  of  1997, 
wages  should  rise  about  3.5% — the 
same  hike  expected  for  1996. 

But  the  bite  could  be  even  bigger 
than  many  forecasters  are  projecting. 
Until  now,  companies  have  offset  the 
upward  creep  of  wages  by  trimming 
the  growth  in  benefits  (chart).  Since 
benefits  account  for  more  than  25% 
of  an  average  company's  labor  bill, 
any  change  in  the  cost  of  workers' 
compensation,  health  insurance,  or 
pensions  has  a  big  impact.  And  the 
cost  of  perks  is  expected  to  start  ris- 
ing again.  With  little  left  to  cut,  com- 
panies may  no  longer  be  able  to  off- 
set pay  raises  in  1997  by  squeezing 
benefits. 

MEDICAL  BILLS.  For  the  last  several 
years,  that  squeeze  has  come  in 
handy.  In  the  third  quarter,  for  ex- 
ample, total  compensation  for  civilian 
workers  rose  2.8%  from  a  year  ago — 
the  same  rate  as  in  each  of  the  pre- 
vious four  quarters.  But  wages  rose 
3.3%,  faster  than  the  2.8%  hike  a 
year  earlier.  Companies  controlled  to- 
tal compensation  by  slowing  benefits 


growth  to  1.8% — down  from  2%  in 
1995  and  a  steep  6%  in  the  early 
1990s. 

The  benefits  slowdown  came  main- 
ly in  health  care.  Companies  slimmed 
their  medical  bills  by  using  managed 
care  and  making  workers  carry  more 
costs.  According  to  a  survey  by 
Washington-based  benefits  consul- 
tants Foster  Hig- 


LABOR  PERKS: 
THE  BREATHER  MAY  BE  OVER 


gins  Inc.,  health- 
benefit  costs  for 
active  and  retired 
employees  rose 
2.1%  in  1995,  com- 
pared with  1990's 
17.1%  surge,  dri/ 
McGraw-Hill  fore- 
casts private  work- 
ers' total  compensa- 
tion will  increase 
3.5%  next  year, 
with  wages  and 
salaries  alone  up 
3.4%.  That  means 
benefits  will  rise  3.5%,  since  some, 
such  as  social  security  taxes  and  pen- 
sion contributions,  are  determined  by 
salary  increases.  With  salaries  rising 
since  1995,  benefits  growth  is  catch- 
ing up,  too. 

To  maintain  profit  margins,  compa- 
nies are  starting  to  rethink  their 
benefits  packages.  Managers  must  in- 


0  '91    '92   '93    '94    '95    '96'  '97* 
ANNUAL  PERCENT  CHANGE  "FORECAST 
DATA  LABOR  DEPT  .  DRI/McGRAVf-HIU 


troduce  "more  variability  in  fixed  pal 
and  benefits  so  that  as  we  go  into 
downturns,  the  costs  of  labor  will 
also  go  down,"  says  Emmett 
Seaborn,  a  principal  at  benefits  con- 
sultant Towers  Perrin.  As  a  result, 
employees  will  see  more  benefits  tied 
to  profits,  such  as  profit-sharing, 
worker  training,  and  stock  options. 

In  addition,  a  grow 
ing  number  of  cornpa-, 
nies  are  trying  to  con 
trol  benefits  growth  I 
by  getting  more  bang 
for  their  bucks.  One 
way  to  do  that  is  by 
allowing  employees 
choose  among  a  vari-j 
ety  of  "work/life  pro- 1 
grams."  Wbile  a 
working  parent  may 
choose  day  care,  a 
childless  employee 
may  opt  for  a 
concierge  service  that; 
picks  up  the  dry  cleaning.  Seaborn 
says  what  increases  worker  satisfac- 
tion is  the  belief  that  benefits  plans 
serve  their  own  individual  needs. 
And  satisfied  workers  will  often  go 
the  extra  mile — always  a  plus  for  thf 
bottom  line. 

By  Kathleen  Madigai 
in  New  Yori, 


120  BUSINESS  WEEK  /  NOVEMBER  18,  1996 


Third  Quarter  1996 


CORPORATE  SCOREBOARD 


ssary 


:s:  Includes  all  sales  and 
•  operating  revenues.  For 
s,  includes  all  operating 
lues. 

■"ITS:  Net  income  before 
ordinary  items.  For  banks, 


profits  are  net  income  after 
security  gains  or  losses. 
margins:  Net  income  from 
continuing  operations  before 
extraordinary  items  as  percent 
of  sales. 

RETURN  ON  COMMON  EQUITY: 

Ratio  of  net  income  available 


for  common  stockholders  (most 
recent  12  months)  to  latest 
available  common  equity, 
which  includes  common  stock, 
capital  surplus,  and  retained 
earnings. 

PRICE-EARNINGS  RATIO:  Based 
on  Oct.  25,  1996,  common- 


stock  price  and  corporate  earn- 
ings from  continuing  operations 
before  extraordinary  items  for 
most  recent  12-month  period. 
EARNINGS  PER  SHARE:  For 
most  recent  12-month  period. 
Includes  all  common-stock 
equivalents. 


UPANY 


L-INDUSTRY  COMPOSITE 


SALES 


3RD 
QUARTER 
1996 
$  MIL 


CHANGE 
FROM 
1995 

% 


9 

MONTHS 
1996 
$  MIL 


CHANGE 
FROM 
1995 

% 


PROFITS 


3RD 
QUARTER 
1996 
$  MIL 


CHANGE 
FROM 
1995 

% 


MONTHS 
1996 
$  MIL. 


CHANGE 
FROM 
1995 

% 


MARGINS 

3RD  3RD 

QUARTER  QUARTER 

1996  1995 

%  % 


RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
9-30 


12 

PRICE-  MONTHS' 
EARNINGS  EARNINGS 
RATIO  PER 
10-25  SHARE 


1305762.4      9   3857430.0    9    82346.6     13  239360.7  8 


6.3     6.1     16.0      20  2.34 


AEROSPACE  &  DEFENSE 


lUSTRY  COMPOSITE 

25388.0 

16 

72703.3 

7 

1184.4 

10 

3494.7 

70 

4.7 

4.9 

12.0 

26 

3.12 

ING 

5601.0 

28 

16169.0 

8 

254.0 

13 

841.0 

381 

4.5 

5.1 

10.2 

31 

3.07 

IERAL  DYNAMICS 

862.0 

20 

2685.0 

24 

68.0 

10 

200.0 

9 

7.9 

8.6 

16.1 

17 

4.17 

KHEEO  MARTIN 

7028.0 

27 

19213.0 

14 

311.0 

8 

882.0 

138 

4.4 

5.2 

19.2 

15 

5.96 

IONNELL  DOUGLAS 

3308.0** 

-1 

9743.0 

-8 

195.0 

2 

581.0 

12 

5.9 

5.7 

-11.8 

NM 

-1.52 

ITHROP  GRUMMAN 

2043.0 

25 

5789.0 

16 

70.0 

15 

217.0 

12 

3.4 

3.7 

13.3 

15 

5.27 

IR(5) 

236.0 

29 

620.4 

1 

-1.6 

NM 

2.7 

-61 

NM 

0.7 

1.4 

NM 

0.16 

IDSTRAND 

371.0 

5 

1110.0 

3 

34.0 

0 

94.0 

119 

9.2 

9.6 

25.5 

19 

2.12 

TED  TECHNOLOGIES 

5939.0** 

5 

17374.0 

3 

254.0 

21 

677.0 

20 

4.3 

3.7 

20.1 

20 

6.56 

AUTOMOTIVE 


1USTRY  COMPOSITE 

101968.8 

10 

320710.0 

6 

3124.2 

92 

11726.2 

10 

3.1 

1.8 

21.4 

9 

4.26 

CARS  &  TRUCKS 

DUP  COMPOSITE 

89392.0 

10 

282465.4 

6 

2704.9 

123 

10334.5 

11 

3.0 

1.5 

22.7 

8 

4.72 

tYSLER 

13832.0 

20 

43614.0 

18 

680.0 

92 

2722.0 

152 

4.9 

3.1 

32.9 

7 

5.00 

D  MOTOR 

33960.0 

8 

108158.0 

5 

686.0 

92 

3242.0 

-7 

2  0 

1.1 

14.3 

10 

3.20 

IERAL  MOTORS 

39108.5** 

11 

123120.7 

4 

1270.8 

220 

4167.0 

-6 

3.3 

1.1 

28.4 

8 

7.12 

flSTAR  INTERNATIONAL  (2) 

1378.0 

-8 

4264.0 

-6 

17.0 

-56 

65.0 

-40 

1.2 

2.6 

13.9 

8 

1.25 

rCAR 

1113.6 

-8 

3308.7 

-10 

51.1 

-25 

138.5 

-26 

4.6 

5.6 

15.4 

11 

5.23 

PARTS  &  EQUIPMENT 

OUP  COMPOSITE 

8885.9 

12 

27198.8 

9 

222.2 

-2 

806.6 

-5 

2.5 

2.9 

13.6 

14 

2.10 

/IN  INDUSTRIES 

557.1 

21 

1652.0 

13 

8.3 

207 

28.3 

170 

1.5 

0.6 

8.6 

15 

1.59 

IG-WARNER  AUTOMOTIVE 

387.7 

30 

1118.4 

14 

18.8 

42 

52.9 

2 

4.9 

4.4 

12.1 

12 

3.20 

VIMINS  ENGINE 

1264.0 

4 

3896.0 

0 

26.0 

-43 

119.0 

-35 

2.1 

-;  8 

13.1 

10 

4.04 

IA 

1864.5 

5 

5970.2 

4 

65.2 

7 

235.4 

13 

3.5 

3.4 

23.8 

10 

3.09 

ROIT  DIESEL 

487.6 

-1 

1457.7 

-8 

7.1 

-35 

-0.8 

NM 

1.5 

2.2 

1.2 

NM 

0.15 

ILIN  (4) 

836.0 

15 

2433.7 

15 

41.6 

-9 

109.9 

-10 

5.0 

6.3 

14.7 

14 

2.30 

:el  industries 

227.6 

79 

652.4 

46 

2.2 

-3 

15.2 

20 

1.0 

1.8 

12.8 

9 

1.76 

IERAL-MOGUL 

491.6 

2 

1549.9 

3 

-17.3 

NM 

9.1 

-77 

NM 

2.3 

-11.6 

NM 

-1.39 

<CORP  (1) 

360.9 

-16 

1107.2 

-16 

15.9 

99 

18.3 

-42 

4.4 

1.9 

66.5 

22 

0.76 

[R 

1505.6 

39 

4530.1 

39 

24.8 

123 

100.7 

77 

1.6 

1.0 

14.6 

16 

2.24 

DINE  MFG.  (9) 

254.2 

0 

746.9 

2 

15.7 

-6 

45.9 

-12 

6.2 

6.6 

16.8 

13 

2.00 

ITH  (A.  0.) 

383.4 

8 

1238.3 

8 

12.5 

68 

48.6 

6 

3.3 

2.1 

15.6 

9 

3.06 

VNDARD  PRODUCTS  (6) 

265.6 

11 

846.0 

10 

1.4 

NM 

24.2 

NM 

0.5 

NM 

10.0 

16 

1.53 

1  TIRE  &  RUBBER 

OUP  COMPOSITE 

3690.9 

0 

11045.8 

0 

197.1 

7 

585.1 

8 

5.3 

5.0 

17.0 

11 

3.22 

OPER  TIRE  &  RUBBER 

423.2 

13 

1203.1 

8 

26.9 

-1 

75.2 

-5 

6.4 

7.2 

13.9 

15 

1.31 

DDYEAR  TIRE  &  RUBBER 

3267.7 

-1 

9842.7 

-1 

170.2 

8 

509.9 

10 

5.2 

4.8 

17.7 

11 

4.25 

Third  quarter  ended  Aug.  31.  (2)  Third  quarter  ended  July  31.  (3)  Fourth  quarter  and  most  recent  six  months  ended  Sept.  30.  (4)  Fourth  quarter  and  most  recent  six  months  ended  Aug.  31.  (5)  Fourth  quarter  and  most  recent 
Tionths  ended  July  31.  (6)  First  quarter  and  most  recent  six  months  ended  Sept.  30.  (7)  First  quarter  and  most  recent  six  months  ended  Aug.  31.  (8)  First  quarter  and  most  recent  six  months  ended  July  31.  (9)  Second 
rter  and  most  recent  six  months  ended  Sept  30.  (10)  Second  quarter  and  most  recent  six  months  ended  Aug.  31.  (11)  Second  quarter  and  most  recent  six  months  ended  July  31.  'Sales  include  excise  taxes.  "Sales  include 
:r  income.  ""Sales  include  excise  taxes  and  other  income. tRevenues  from  major  subsidiaries  not  included  in  consolidated  sales.  Earnings  per  share  are  for  latest  12  months,  not  necessarily  for  end  of  most  recent  fiscal  year; 
•  include  all  common-stock  equivalents  but  exclude  extraordinary  items.  NA  =  not  available.  NM  =  not  meaningful.     DATA;  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 
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COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 
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FROM 

QUARTER 

QUARTER 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

$  MIL. 

% 
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$  MIL. 
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$  MIL. 
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% 
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RETURN  ON 

COMMON  I 

EQUITY  PRICE-  MOM 

12  MONTHS  EARNINGS  EARIiJ 
ENDING        RATIO  Pi 

9-30         10-25  SHB 


3  BANKS 


INDUSTRY  COMPOSITE 

69867.2 

6 

207303.2 

8 

8983.6 

4 

2619Q.8 

11 

12.9 

13.1 

15.8 

14 

4. 

GROUP  COMPOSITE 

32725.9 

3 

97788.7 

6 

3935.1 

4 

11019.2 

8 

12.0 

12.0 

16.4 

15 

4.. 

BANK  OF  BOSTON 

1536.0" 

-5 

4646.0 

-3 

80.0 

-54 

449.0 

-10 

5.2 

10.8 

16.0 

16 

3. 

BANK  OF  NEW  YORK 

1266.0** 

-3 

4309.0 

12 

249.0 

6 

770.0 

14 

19.7 

17.9 

20.2 

13 

2. 

BANKERS  TRUST  NEW  YORK 

2070.0** 

I  0 

5891.0 

22 

176.0 

14 

465.0 

422 

8.5 

8.2 

12.4 

13 

6. 

CHASE  MANHATTAN 

6774.0** 

2 

20426.0 

4 

858.0 

12 

1625.0 

-24 

12.7 

11.5 

16.7 

15 

5. 

CITICORP 

8116.0** 

2 

24051.0 

2 

935.0 

7 

2801.0 

9 

11.5 

11.0 

19.7 

13 

7. 

mDCCTATCC  CIMAMPIAI 

LUKtolAlto  MNANLIAL 

1059.7*  * 

-2 

3137.3 

-4 

1 96.9 

1 

453.6 

-2 

18.6 

18.0 

15.1 

16 

3. 

FIRST  EMPIRE  STATE 

295.0** 

4 

864.1 

9 

35.9 

1 

110.7 

17 

12.2 

12.5 

16.9 

12 

20. 

FIRST  MARYLAND  BANCORP 

235.9** 

4 

693.7 

4 

33.7 

9 

96.3 

9 

14.3 

13.6 

10.5 

NA 

Fl  FFT  FINANPIAI  RRflllP 
rLLC  i  r iiihiiu ihl  unuur 

2094  2** 

5976  7 

2 

294  9 

i  n 

W9A  Q 

1  9 

1  A  1 

1  9  R 

11  O 

1  l.o 

9  7 
£.  I 

i. 

MBNA 

824  2** 

20 

2309  9 

25 

129  5 

99 

99R  1 

9A 

1  R  7 

1  A  1 

9 1  1 

9n 

i 

i . 

MELLON  BANK 

1166.0** 

1 

3494.0 

4 

181.0 

3 

539.0 

4 

15.5 

15.2 

20.2 

13 

MORGAN  (J.  P.) 

3799.0** 

9 

11620.0 

14 

276.0 

-23 

1155.0 

24 

7.3 

10.3 

14.4 

12 

PNP  RANK 

1  J  1  /  .o 

-4 

^ov t .  o 

_p 

1 1 

L  L 

79n  i 

93 

IE  / 
1  J.4 

1  9  A 

19  9 

9  9 
C.  J 

RFPIIRI  IT  NFW  YORK 
ncr udliu  i«uvv  iuni\ 

831  6** 

2419  7 

14 

107  7 

13 

310  3 

60 

1  9  Q 

1  9  A 

ic  9 
LD.d. 

1  1 

STATE  STREET  BOSTON 

692.8** 

11 

2010.8 

11 

73.6 

14 

214.9 

18 

10.6 

10.3 

17.8 

17 

SUMMIT  BANCORP. 

447.8** 

3 

1342.5 

5 

74.0 

19 

147.1 

-17 

16.5 

14.3 

10.5 

17 

[of  BANK5  MIUWlsT 

GROUP  COMPOSITE 

14532.2 

5 

43512.7 

8 

2057.2 

5 

6185.8 

12 

14.2 

14.1 

17.6 

14 

3.. 

BANC  ONE 

2575.1" 

14 

7550.7 

14 

355.9 

8 

1056.7 

12 

13.8 

14.7 

16.6 

13 

BOATMEN'S  BANCSHARES 

936.3** 

1 

2796.5 

4 

125.3 

-6 

382.5 

9 

13.4 

14.5 

14.1 

18 

COMERiCA 

749.7** 

-5 

2304.6 

0 

121.5 

15 

356.3 

16 

16.2 

13.4 

17.7 

13 

FIFTH  THIPn  RAKimRP 
rir  i  n  i  ninu  Dnnounr 

1  9Qf^  R 

ILK) 

9R9  9 

9n 

in  o 

jy.o 

iy.o 

1  P.  A 

99 

FIRST  BANK  SYSTEM 

886.9*' 

25 

2949.6 

39 

137.5 

-6 

1  >6y  -J 

36 

15.5 

20.5 

22.9 

13 

FIRST  CHICAGO  NBD 

2505.0** 

-9 

7688.0 

-3 

358.0 

0 

1059.0 

3 

14.3 

13.0 

20.6 

14 

FIRST  OF  AMERICA  BANK 

511.1** 

-4 

1543.7 

-4 

51.0 

-24 

172.9 

1 

10.0 

12.5 

13.8 

14 

FIRSTAR 

464.4** 

6 

1358.6 

5 

69.3 

3 

176.6 

12 

14.9 

15.2 

17.6 

14 

HUNTINGTON  BANCSHARES 

449.5** 

y 

1  9 

1  u 

F.P.  R 
DO.  0 

1 
1 

1  QA  A 

Q 

1  A  ft 

IRA 
1  J.O 

1  7  A 

1  9 

MARSHALL  &  ILSLEY 

370.1** 

7 

1072.9 

8 

45.0 

-7 

141.6 

0 

12.2 

14.1 

15.1 

17 

MERCANTILE  BANCORPORATION 

406.6** 

1 

1199.6 

3 

55.7 

-11 

125.3 

-29 

13.7 

15.7 

11.4 

17 

NATIONAL  CITY 

1203.1" 

0 

3585.3 

4 

185.8 

17 

545.5 

18 

15.4 

13.2 

16.0 

13 

NORTHERN  TRUST 

484.1'* 

c. 
D 

i  A9R  n 

14jo,U 

Q 

DO.  D 

1  A 

1  Ql  A 

1  Q 

1  9  7 

1  9  7 

17  Q 

1  /  .0 

1  A 

NORWEST 

2242.9** 

14 

6536.6 

19 

289.0 

18 

845.8 

21 

12.9 

12.5 

19.9 

14 

OLD  KENT  FINANCIAL 

293.0** 

7 

857.9 

7 

40.3 

5 

117.1 

6 

13.8 

14.0 

14.8 

15 

(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  COMPOSITE 

12627.1 

D 

1  n 

1  79R  3 
1  /  Zo  o 

p. 
o 

R1  3»  7 
3  1  JO.  / 

1  -3 
1  J 

n  7 

13./ 

n  7 
ij./ 

1  J.O 

A 
H. 

BANPONCE 

367.5" 

13 

1059.7 

16 

46.3 

2 1 

137.5 

30 

12.6 

11.8 

1 5.8 

14 

1 . 

BARNETT  BANKS 

947.2** 

1 

2870.5 

5 

127.0 

-5 

414.7 

5 

13.4 

14.4 

16.7 

13 

2. 

FIRST  TENNESSEE  NATIONAL 

368.2** 

9 

1078.1 

13 

46.8 

7 

126.6 

6 

12.7 

13.0 

19.3 

14 

2. 

FIRST  UNION 

3023.0** 

11 

8865.0 

15 

356.8 

-6 

1039.0 

-5 

118 

13.9 

14.8 

14 

4. 

NATIONSBANK 

4201.0** 

2 

12796.0 

8 

625.0 

18 

1820.0 

26 

14  9 

12.9 

16.2 

11 

7. 

REGIONS  FINANCIAL 

406.2** 

9 

1191.9 

11 

50.6 

-6 

164.9 

7 

12.5 

14.5 

14.5 

14 

SOUTHERN  NATIONAL 

480.4" 

3 

1411.7 

5 

56.0 

-13 

204.0 

79 

11.7 

13.9 

17.3 

14 

SOUTHTRUST 

531.0" 

21 

1507.0 

21 

65.7 

30 

186.3 

28 

12.4 

11.5 

14.8 

13 

SUNTRUST  BANKS 

1017.6** 

8 

3010.5 

8 

155.6 

8 

458.1 

9 

15.3 

15  2 

13.0 

16 

UNION  PLANTERS 

262.0** 

3 

774.9 

5 

34.0 

-11 

113.8 

3 

13.0 

14.9 

15.0 

12 

WACHOVIA 

1023.0** 

7 

2981.7 

10 

164.6 

9 

473.8 

4 

16.1 

15.8 

16.8 

14 

3.( 

(D)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  COMPOSITE 

9982.0 

18 

28454.9 

16 

1263.0 

2 

3847.1 

13 

12.7 

14.7 

12.2 

13 

6.; 

BANCORP  HAWAII 

293.8" 

12 

849.2 

10 

31.3 

-5 

98.7 

10 

10.7 

12.6 

12.5 

12 

3. 

BANKAMERICA 

5525.0** 

6 

16334.0 

8 

683.0 

-3 

2126.0 

8 

12.4 

13.5 

14.7 

12 

7. 

FIRST  SECURITY 

324.2" 

6 

939.0 

6 

47.4 

20 

126.6 

14 

14.6 

12.9 

12.8 

17 

1.' 

U.S.  BANCORP 

760.5** 

3 

2232.0 

3 

118.2 

4 

358.2 

16 

15.5 

15.4 

16.7 

16 

2.' 

UNIONBANCAL 

588.6** 

4 

1753.7 

6 

62.0 

-26 

189.7 

-16 

10.5 

14.8 

10.6 

11 

4.f 

WELLS  FARGO 

2490.0** 

83 

6347.0 

60 

321.0 

23 

948.0 

31 

12.9 

19.2 

8.4 

15 

17.' 

4  CHEMICALS 

INDUSTRY  COMPOSITE 

38836.7 

4 

119133.0 

1 

2978.8 

-7 

9831.1 

-6 

7.7 

8.5 

23.7 

16 

3.C 

AIR  PRODUCTS  &  CHEMICALS  (3) 

1051.0 

7 

3061.0 

4 

94.0 

2 

327.0 

16 

8.9 

9.5 

16.1 

16 

3," 

ARCADIAN 

293.5 

9 

935.2 

-3 

23.2 

18 

115.9 

111 

7.9 

7.3 

41.5 

8 

3.2 

ARCO  CHEMICAL 
BETZDEARBORN 


1035. 0 
304.2 


A 
55 


2976.0 
713.8 


-10 

27 


97.0 
10.9 


-17 
-47 


284.0 
52.9 


28 
-11 


9.4  117 
3.6  10.5 


20.0 
16.0 


12 
25 


4.1 
2.C 


CABOT  (3) 

CROMPTON  &  KNOWLES 
CYTEC  INDUSTRIES 
DEXTER 


464.6 
468.4 

321.7 
269.5 


1413.2 
1398.5 
944.3 
832.4 


72.0 
-69.6 
25.9 
11.7 


61 
NM 
16 
25 


150.7 
-24.0 
73.9 
37.3 


9 
NM 
10 
17 


15.5  10.5 

NM  2.6 

8.1  7.0 

4.4  3.5 


27.9 
-7.0 
97.2 
12.5 


10 
NM 
19 
16 


2.e 
-o.i 

1.8 
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vored  by  pilots  and  aircrews  since 
52,  the  Old  Navitimer  mechanica 
ronograph  displays  the  classic 
od  looks  of  a  1950s-style  time- 
see,  with  slide  rule  built  into  a 
ggedly  water-resistant  steel  case, 
rly  Navitimer  models  were  a 
nihar  sight  in  the  cockpit  of  the 
ckheed  Constellation,  whose  four 
50-hp  motors  provided  this 
'liner  with  a  range  of  more  than 
tOO  miles  at  a  cruising  altitude  of 
er  16,000  feet. 


AUTHORIZED  HREITLING  AGENT: 


Jewelers  to  the  Westside  since  1948 
15231  Sunset  Boulevard 
Pacific  Palisades,  CA  90272 
(310)454-3612 


Providing  a  power  reserve  of  a  least 
42  hours,  the  Old  Navitimer  self- 
winding chronograph  measures 
times  from  'Ath  second  to  12  hours 
plus  intermediate  and  cumulative 
flying  times  when  needed. 
Available  in  steel,  steel  and  gold  or 
18K  gold.  Leather  strap;  Navitimer 
or  Pilot  bracelet. 


NSTRUMENTS      FOR  PROFESSIONALS 


CORPORATE  SCOREBOARD 


common  1; 

3rd  change  9  change      3rd  change  9  change      3rd     3rd  equity  price-  mm 

quarter  from  months  from  quarter  from  months  from  quarter  quarter  12  months  earnings  earn1 

1996  1995  1996  1995       1996  1995  1996  1995       1996     1995  ending  ratio  pe 

$  mil.  %  $  mil.  %        $  mil.        %  $  mil.  %         %       %  9-30  10-25  sha] 

DOW  CHEMICAL                                  4992.0**  2  15150.0  ^3  471.0  ^18  1496.0  2         9~4      1L7  24~9  10  7~i 

DUPONT                                          10486.0***  3  32403.0  2  898.0         17  2778.0  4         8.6       7.5  35.3  15  6.0 

EASTMAN  CHEMICAL                          1167.0  -8  3669.0  -4        96.0  -35  320.0  -27        8.2     11.7  28.1  9  5.S. 

ENGELHARD                                        800.9**  11  2359.5  10         35.0         -6  107.6  6         4.4       5.1  18.3  19  1.0 


ETHYL  304.2  26  845.7  21  28.5  68  67.6  31  9.4  7.0  21.7  12  0."/ 

FERRO  329.2  6  1022.1  3  13.2  35  40.7  8  4.0  3.2  14.2  15  1.8 

FULLER  (H.  B.)  (1)  318.1  2  941.9  1  22.0  151  33.1  33  6.9  2.8  13.0  15  2i< 

G-l  HOLDINGS  410.7  18  1153.6  15  10.4  -8  34.0  37  2.5  3.3  405.3  NA  t 


GEON  307.8  -1  865.3  -14  6.1  -58  10.6  -62  2.0  4.6  7.3  33  O.f 

GEORGIA  GULF  237.9  -12  677.4  -21  19.9  -55  55.0  -65  8.4  16.4  317.5  12  I'M 

GOODRICH  (B.  F.)  677.0  12  1927.6  7  34.6  5  92.4  -3  5.1  5  4  11.9  20  2.1 

GRACE  (W.R.)  821.3  -13  2656.2  -3  55.5  180  330.2  277  6.8  2.1  3.6  99  O.e 


GREAT  LAKES  CHEMICAL  564.4  -4  1696.3  -6  68.3  -8  212.5  -4  12.1  12.7  19.7  12  4.4 

HANNA  (M.  A.)  531.9  15  1566.7  9  15.4  16  44.5  -1  2.9  2.9  11.0  18  1.3 

HERCULES  518.1  -9  1565.6  -17  84.9  6  249.2  0  16.4  14.1  34.2  16  3.C 

IMC  GLOBAL  (6)  603.6  1  2275.7  2  28.6  -11  86.7  -47  4.7  5.4  12.0  26  M 


INTERNATIONAL  FLAVORS  &  FRAGRANCES    354.9  -1  1112.0  -1  53.1  -16  149.0  -29  15.0  17.6  17.0  25  M 

LUBRIZOL  392.9  -5  1221.4  -4  31.7  14  141.0  2  8.1  6.8  18.5  12  2.1 

LYONDELL  PETROCHEMICAL  1247.0  0  3651.0  -4  35.0  -65  74.0  -80  2.8  8.0  25.4  17  M 

MONSANTO  2176.0  6  7059.0  3  170.0  21  795.0  21  7.8  6.8  21.7  29  1.3 

MORTON  INTERNATIONAL  (6)  885.8"  8  2792.2  8  78.7  17  246.1  9  8.9  8.2  20.7  17  2.1 

NALCO  CHEMICAL  343.3  11  963.8  7  41.0  16  105.5  5  li.9  11.5  21.9  18  ll 

NL  INDUSTRIES  248.5  -3  752.1  -5  -4.2  NM  21.2  -59  NM  6.8  NM  8  ES 

OLIN  748.6  -6  2362.0  0  37.8  22  134.5  19  5.1  3.9  17.4  28  3.1 


PRAXAIR  1115.0  40  3298.0  41  88.0  38  186.0  -5  7.9  8.1  14.0  28  1,;1 

ROHM  &  HAAS                                     969.0  3  3017.0  2  87.0  47  288.0  28  9.0  6.3  21.1  13  5.2 

SCHULMAN  (A.)  (4)                               240.7**  -1           731.5  -6  14.0  16  33.7  -17  5.8  4.9  10.2  19  1.1 

TERRA  INDUSTRIES                               471.5**  -4  1952.0  1  23.9  -18  113.8  -23  5.1  5.9  22.4  9  l.f 


UNION  CARBIDE  t  1538.0  3         4598.0  2       161.0       -42        491.0      -33       10.5      18.5        32.4         9  41 

WELLMAN  265.4  -3  850.3  1         -2.8        NM  20.6      -68         NM       7.7  4.4        20  0.6 

WITCO  562.0  27         1722.9        19         11.9       -39  56.0      -53         2.1       4.4  4.0       49  0.6 


5  CONGLOMERATES  

INDUSTRY  COMPOSITE  39327.4         11    115504.0        10    2514.9  6     7827.6        9        6.4      6.7       20.7       22  3.1 


ALCO  STANDARD  (3)  1124.7  31  4099.8  33  43.8  44  164.9  43  3.9  3.5  7.7  41  1.1 

ALLEGHENY  TELEDYNE  879.7  -9  2895.3  -6  19.6  -70  161.6  -28  2.2  6.7  22.4  18  M 

ALLIEDSIGNAL  3348.0  -4  10473.0  -1  253.0  17  750.0  17  7.6  6.2  25.6  18  3.4 

ANIXTER  INTERNATIONAL  631.5  11  1810.7  12  8.6  -6  27.0  -7  1.4  1.6  8.6  20  0.7! 


GENERAL  ELECTRIC  20021.0**  15  56185.0  12  1788.0  11  5213.0  11  8.9  9.3  24.2  22  4.Z[ 

HARCOURT  GENERAL  (2)  879.2**  8  2422.0  8  105.3  10  132.4  8  12.0  11.8  19.4  20  2.1 

ITT  INDUSTRIES  2045.0  0  6487.0  -2  43.0  NM  151.0  308  2.1  NM  18.7  21  1.3 

PALL(5)  281.6  11  768.8  16  50.7  10  120.7  14  18.0  18.1  18.9  22  1.2 


PITTWAY                                            285.7  19  815.6  17  12.8  39  58.6  105  4.5  3.8  14.6  14  3.3, 

PREMARK  INTERNATIONAL                      563.2  1  1657.6  3  30.2  16  24.7  -57  5.4  4.7  5.7  29  0.7j 

TENNECO  2803.0  31  8320.0  28  116.0  23  433.0  23  4.1  4  4  15.3  15  31 

TEXTRON  2248.0**  9  6846.0  10  120.0  15  354.0  16  5.3  5.1  14.7  16  51 


TRW                                                2320.5  3  7406.0  2  -147.2  NM  72.4  -75  NM  3.5  8.4  32  2.3 

VALHI                                                416.4  -7  1255.4  -5  -6.9  NM  8.9  -73  NM  2.7  12.6  20  0.3 

VIAD                                                 623.1  15  1775.1  15  25.2  NM  44.9  212  4.0  NM  11.2  21  0.7 

WHITMAN                                           856.7  4  2286.8  6  52.9  11  110.6  11  6.2  5.7  22.4  18  l.sj 

6  CONSUMER  PRODUCTS 

INDUSTRY  COMPOSITE                  80577.6  5  233756.4  6  6109.4  12  16992.8  13  7.6  7.1  24.8  24  2.1 


(A)  APPAREL 

GROUP  COMPOSITE  8337.0         11      22147.6        10      563.1        40      1122.5       37        6.8      5.4       15.5       28  1.6 


BROWN  GROUP  (1 1)                              390.0  14  1094.4  6  5.5  NM  9.8  NM  1.4  NM  8.5  19  1.1 

JONES  APPAREL  GROUP                          309.0'*  27  762.6  29  30.9  29  64.6  26  10.0  9.8  22.2  25  1.4 

KELLW00D(8)                                     327.4  -4  1027.2  0  5.8  3  14.2  NM  1.8  1.7  8.6  14  1.2 

LIZ  CLAIBORNE                                     622.1  7  1679.3  6  56.2  17  114.8  23  9.0  8.3  15.0  21  2.C.I 

NIKE  (7)  2281.9  34  5694.9  34  226.1  24  496.3  27  9.9  10.7  23.1  30  2.0 


NINE  WEST  GROUP  (11)  420.7  22  1123.5  NA  26.0  759  22.1  NA  6.2  0.9  13.6  45  1.11 

PHILLIPS-VAN  HEUSEN  (11)  313.8  -10  971.1  -2  2.1  -45  -0.3  NM  0.7  1.1  -1.7  NM  -0.1] 

REEBOK  INTERNATIONAL  970.1  -4  2690.6  -1  50.6  -34  118.8  -27  5.2  7.6  13.5  21  W\ 

RUSSELL  336.7  1  885.1  4  24.5  89  52.4  39  7.3  3.9  10.7  16  lfl 

TIMBERLAND  227.5  7  468.9  -2  16.9  139  9.0  NM  7.4  3.3  7.3  39  0.8 


VF  1380.9  4         3760.0        -1         91.0        31        216.9       12         6.6       5.2  9.7        23  2.7] 

WARNACO  GROUP  292.0         22  721.3        12  5.8       -68        -34.5       NM         2.0       7.6        -5.0       NM  -0.4 

WESTPOINT  STEVENS  464.8  2         1268.8  3         21.7        NM  38.4       NM         4.7       NM  NM        17  1.8 
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A  global  computer 
company  had  to  initiate 
and  receive  payments 
in  over  25  different 
countries  and  currencies. 
Our  automated  cash 
management  systems 
enabled  them  to  manage 
their  payments 
electronically  and 
instantaneously 
access  their  account 
information  on  a 
worldwide  basis. 
The  result:  More 
streamlined,  efficient 
treasury  operations - 
and  more  time  to  focus 
on  the  big  issues. 


Automated  Treasury  Solutions 
For  A  Global  Computer  Company 


( Now  They  Can  Focus  On  The  Big  Picture) 


Bank  of  America 


Our  client  had  the  benefit  of  a  team  of 
specialists  in  global  cash  management,  electronic 
commerce,  and  the  high  technology  industry 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 
QUARTER 
1996 
$  MIL. 


CHANGE  9 

FROM  MONTHS 

1995  1996 

%  $  MIL 


CHANGE 
FROM 
f995 

% 


RETURN  ON 
COMMON 

3RD        CHANGE          9         CHANGE        3RD       3RD         EQUITY  PRICE-  M01 

QUARTER       FROM        MONTHS        FROM       QUARTER  QUARTER    12  MONTHS  EARNINGS  EAR 

1996         1995         1996         1995         1996       1995        ENDING       RATIO  F 

$  MIL           %           $  MIL           %            %          %           9-30         10-25  SF 


(B)  APPLIANCES  &  HOME  FURNISHINGS 


GROUP  COMPOSITE 

11410.7 

9 

35003.5 

11 

197.0 

-29 

667.0 

-12 

1.7 

2.7 

8.2 

31 

ARMSTRONG  WORLD  INDUSTRIES 

563.4 

-8 

1627.8 

-8 

44.2 

207 

111.1 

26 

7.8 

2.4 

2.9 

NM 

BEST  BUY  (10) 

1778.6 

24 

5991.4 

29 

3.8 

-34 

24.0 

-38 

0.2 

0.4 

9.5 

19 

CIRCUIT  CITY  STORES  (10) 

1767.0 

10 

5635.5 

15 

31.6 

-23 

130.4 

-13 

1.8 

2.6 

14.5 

21 

FURNITURE  BRANDS  INTERNATIONAL 

417.9 

62 

1262.6 

59 

14.3 

131 

36.8 

89 

3.4 

2.4 

12.8 

15 

HEILIG-MEYERS  (10) 

343.5** 

6 

1041.5 

10 

7.7 

-32 

23.1 

-48 

2.3 

3.5 

6.0 

21 

KIMBALL  INTERNATIONAL  (6) 

247.7 

13 

717.9 

6 

13.5 

61 

37.9 

27 

5.5 

3.8 

12.8 

15 

1  FRRFTT  SL  PI  ATT 
LLUUL  1  1  ot  rLMI  1 

1  A 

7 
/ 

aa  n 

jy 

7 

/  .u 

5.7 

17.6 

19 

LEVITZ  FURNITURE  (9) 

237.1" 

-6 

688.7 

-7 

-7.2 

NM 

-26.1 

NM 

NM 

NM 

NM 

NM 

MAYTAG 

742.9 

2 

2228.7 

-5 

42.2 

41 

102.6 

NM 

5.7 

4.1 

20.0 

17 

PIER  1  IMPORTS  (10) 

231.1" 

16 

680.6 

18 

11.4 

28 

32.2 

234 

4.9 

4.5 

16.6 

15 

CI  1  WOC  AM 
O  U  1 1 D  CMIVI 

244  9 

_2 

930  7 

—  lO.  1 

NM 

D.  D 

— O  / 

N  M 

■j.O 

1  1 
I  .  1 

NM 

TANDY 

1434.9** 

7 

4234.7 

13 

22.3 

-50 

46.1 

-62 

1.6 

3.4 

8.8 

19 

TORO  (2) 

232.6 

15 

732.7 

1 

6.5 

61 

31.8 

12 

2.8 

2.0 

17.1 

NA 

VY  nmLrUUL 

9 

OJJ  i  .u 

£.  1  .U 

£7 
— O/ 

inn 

A  O 
-4Z 

1  .u 

3.0 

6.8 

27 

ZENITH  ELECTRONICS 

340.5 

2 

860.0 

-2 

-40.2 

NM 

-108.7 

NM 

NM 

0.5 

-51.8 

NM 

(C) BEVERAGES 

GROUP  COMPOSITE 

18871.2 

3 

52854.1 

5 

1582.8 

-15 

5108.2 

5 

8.4 

10.1 

30.2 

34 

ANHEUSER-BUSCH 

3063.5 

3 

8396.4 

4 

377.2 

10 

1006.1 

12 

12.3 

11.6 

26.4 

20 

BROWN-FORMAN  (8) 

365.0 

4 

1115.0 

5 

32.0 

0 

106.7 

3 

8.8 

9.1 

25.6 

19 

PANANnAircilA  W1NF  C\Ci\ 
OHI1HI1UHIUUH  Wide  \IUI 

97Q  9 

99 

NA 

NA 

A  Q 
4.y 

—0 1 

NA 

NA 

1  Q 

A  A 
4.4 

Q  A 

NA 

COCA-COLA 

4656.0 

-5 

14103.0 

3 

967.0 

21 

2730.0 

17 

20.8 

16.4 

56.9 

37 

COCA-COLA  ENTERPRISES 

2187.0 

19 

5803.0 

13 

39.0 

8 

105.0 

24 

1.8 

2.0 

7.4 

58 

UUUKo  lAUULrn; 

453.5 

0 

1324.7 

5 

18.7 

13 

39.5 

7 

4. 1 

3.6 

6.5 

1 7 

PEPSICO 

7867.0 

3 

22112.0 

5 

144.0 

-77 

1 121.0 

-21 

1.8 

8.1 

18.1 

38 

(D)  PERSONAL  CARE 

GROUP  COMPOSITE 

17322.5 

3 

50218.0 

4 

1612.2 

65 

4067.5 

31 

9.3 

5.8 

28.8 

25 

ALBERTO-CULVER  (3) 

431.1 

18 

1242.8 

19 

18.9 

22 

49.9 

20 

4.4 

4.3 

14.8 

21 

Awniu  DDnniiPTC 
AvUN  rKUUUt  1  o 

1 177.3 

10 

3322. 1 

7 

62.5 

13 

185.9 

9 

5.3 

5.2 

188.9 

24 

CLOROX  (6) 

590.8 

14 

1823.3 

13 

65.5 

1 1 

190.9 

\  i 

11.1 

1 1.3 

24.5 

23 

COLGATE-PALMOLIVE 

2230.6 

5 

6451 .6 

4 

160.9 

NM 

453.3 

816 

7.2 

NM 

29.3 

24 

DIAL 

350.5 

14 

1056.7 

5 

-25.5 

NM 

13.4 

NM 

NM 

NM 

3.3 

NA 

ECOLAB 

392.1 

13 

1099.0 

1 1 

35.5 

19 

82.8 

12 

9.1 

8.6 

23.2 

21 

ESTEE  LAUDER  (6) 

872.8 

5 

2373.4 

6 

52.7 

14 

108.2 

31 

6.0 

5.6 

NA 

37 

GILLETTE 

1803.3 

8 

5225.9 

9 

241.5 

19 

696.7 

18 

13.4 

12.1 

32.9 

35 

PROCTER  &  GAMBLE  (6) 

8903.0 

-1 

26070.0 

1 

979.0 

9 

2293.0 

15 

11.0 

9.9 

26.3 

21 

REVLON 

571.1 

11 

1553.3 

13 

21.1 

521 

-6.5 

NM 

3.7 

0.7 

NM 

NM 

(E)  TOBACCO 

GROUP  COMPOSITE 

24636.2 

4 

73533.1 

4 

2154.3 

11 

6027.6 

10 

8.7 

8.2 

26.8 

13 

AMERICAN  BRANDS 

1437.3 

-1 

4158.9 

-6 

136.7 

-11 

382.8 

-2 

9.5 

10.6 

14.8 

16 

PHILIP  MORRIS 

17414.0** 

4 

52414.0 

4 

1646.0 

15 

4832.0 

15 

9.5 

8.6 

42.9 

13 

RJR  NABISCO  HOLDINGS 

4349.0 

7 

12438.0 

6 

225.0 

-3 

396.0 

-32 

5.2 

5.7 

4.1 

23 

STANDARD  COMMERCIAL  (9) 

249.0 

-12 

962.1 

-5 

2.9 

NM 

13.4 

NM 

1.2 

NM 

4.9 

32 

UNIVERSAL  (6) 
UST 


820.8* 
366.0* 


-3 
10 


2515.8 
1044.4 


20.0 
123.7 


97 
12 


53.8 
349.5 


229 
10 


2.4 
33.8 


1.2 

32.9 


19.5 
145.1 


12 
12 


7  CONTAINERS  &  PACKAGING 


INDUSTRY  COMPOSITE 


9222.4 


1  26223.6 


2 


276.8 


-40 


922.3 


-39 


3.0 


5.1 


12.6 


17 


(A)  GLASS,  METAL  &  PLASTIC 

GROUP  COMPOSITE 

BALL 

CROWN  CORK  &  SEAL 
OWENS-ILLINOIS 

(B)  PAPER 


4098.4 

622.2 
2462.1 
1014.1 


30  10934.9 


1 8 
5 


1684.3 
6367.0 
2883.6 


22 

-21 
62 
0 


191.5 

20.1 
109.4 
62.0 


NM 

NM 
NM 
1 1 


450.4  127 


37.4 
244.8 
168.2 


NM 
256 
13 


4.7 

3.2 
4.4 
6.1 


NM 

NM 
NM 

5.8 


10.7 


18 


1 


6.0       21  1 
7.7       24  1.9 
30.6        10  lil 


GROUP  COMPOSITE 

5124.0 

-14 

15288.7 

-14 

85.3 

-82 

471.9 

-64 

1.7 

8.1 

14.0 

16 

1.7 

BEMIS 

423.1 

14 

1220.5 

9 

24.0 

15 

70.9 

22 

5.7 

5.6 

17.9 

19 

1.8 

JEFFERSON  SMURFIT 

834.0 

2  1 

2594.0 

-17 

22.0 

71 

102.0 

-44 

2.6 

7.3 

NM 

9 

1.5 

S0N0C0  PRODUCTS 

703.4 

2 

2062.5 

2 

39.9 

-2 

129.9 

6 

5.7 

5.9 

20.9 

15 

1.8 

STONE  CONTAINER 

1295.1 

-33 

3898.9 

-32 

-47.7 

NM 

-36.5 

NM 

NM 

6.7 

5.1 

33 

0.4 

TEMPLE-INLAND 

851.1 

-2 

2583.1 

0 

32.7 

-61 

114.5 

-47 

3.8 

9.8 

9.0 

16 

3.2 

UNION  CAMP 

1017.3 

-5 

2929.6 

-9 

14,4 

-89 

91.0 

-75 

1.4 

12.1 

8.3 

19 

2.5 

8  DISCOUNT  &  FASHION  RETAILING 

INDUSTRY  COMPOSITE 

106964  0 

10 

328467.2 

11 

2196.3 

43 

6488.4 

-15 

2.1 

1.6 

10.8 

28 

1.0 

AMES  DEPARTMENT  STORES  (11) 

499.1** 

0 

1606.8 

-2 

AUTOZONE  (4) 

829.6 

32 

1779.6 

25 

BAKER  (J.)  (11) 

231.8 

-15 

698,6 

-13 

BARNES  &  NOBLE  (11) 

524.3 

25 

1755.6 

24 

4.5 

42 

8.7 

-62 

0.9 

0.6 

4.8 

22 

0.2| 

67.4 

23 

132.4 

19 

8.1 

8.7 

21.0 

23 

1.1 

1.5 

6 

3.0 

-66 

0.6 

0.5 

-20.6 

NM 

-2.7ii 

-2.7 

NM 

-49.7 

NM 

NM 

NM 

-13.5 

NM 

-1.6] 
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[  Warning:  Side  effects  include 
acute  feelings  of  euphoria. ] 


[Riviera  by  Buick] 


a  by  Buick:  No  other  luxury  coupe  provides  such  a  personal  expression  of  power,  confidence  and  control.  With  its  head-turning  design  and  supercharged 
ip  engine,  Riviera  can  do  wonders  for  your  state  of  mind.  For  all  the  details  of  this  limited-time  lease,  see  your  local  Buick  dealer.  Visit  our  Web  site  at 
/www.buick.com  or  call  1-800-4-RIVIERA  for  personalized  information. 


0  per  month  for  30  months  $1,995.00  DOWN  PAYMENT.  $2,844  00  due  at  lease  signing  (first  month's  payment  of  $399  00,  plus  $450,00  refundable  security  deposit,  plus  down  payment)  Taxes,  license,  title  fees,  and  insurance  extra, 
lust  approve  lease.  Special  lease  program  available  only  on  a  '97  Buick  Riviera  equipped  with  option  package  SE,  3800  Series  II  Supercharged  engine,  leather  trimmed  bucket  and  heated  memory  seats,  and  Astroroof  (in  CA,  OR,  WA,  and 
ra  equipped  with  option  package  SG  and  Astroroof),  Monthly  payments  total  $1 1 ,970  00  Payments  may  be  higher  in  Alabama,  Connecticut,  Hawaii,  New  York,  Rhode  Island,  Texas  and  Virginia.  Option  to  buy  at  lease  end  for  price 
led  at  lease  signing  Mileage  charge  of  $.15  per  mile  over  30,000  miles  Lessee  pays  for  excess  wear.  You  must  take  retail  delivery  out  of  dealer  stock  by  December  31.  1996  Tnis  is  a  special  GMAC  lease  program.  See  your 
ting  dealer  for  qualification  details. 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

MOI 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EARI 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

RATIO 

p 

$  MIL 

% 

$  MIL 

% 

$  MIL. 

% 

$  MIL. 

% 

% 

% 

9-30 

10-25 

SH 

BEST  PRODUCTS  (11) 

268.0 

-14 

1 122.4 

-5 

-31.5 

NM 

-140.8 

NM 

NM 

NM 

-77.6 

NM 

4 

BORDERS  GROUP  (11) 

414.3 

14 

1487.8 

17 

-2.3 

NM 

-18.3 

NM 

NM 

NM 

-5  2 

NM 

-  u. 

BRADLEES  (11) 

369.6** 

-12 

1282.9 

-13 

-82.8 

NM 

-245.4 

NM 

NM 

NM 

NM 

NM 

-24. 

CALDOR  (11) 

622.2 

-7 

2129.8 

-2 

-28.4 

NM 

-325\8 

NM 

NM 

0.5 

NM 

NM 

-21 

CDW  COMPUTER  CENTERS 

240.3 

49 

665.7 

48 

9.7 

83 

23.7 

72 

4.0 

3.3 

24.9 

50 

1 

CHARMING  SHOPPES  (11) 

266.7 

_1 

826.0 

-4 

0.3 

NM 

-112.9 

NM 

0. 1 

NM 

-32  9 

NM 

- 1 

CONSOLIDATED  STORES  (11) 

551.4 

70 

1432.5 

34 

-6.7 

NM 

39.4 

-21 

NM 

2.7 

8.5 

39 

1. 

DAYTON  HUDSON  (11) 

5751.0** 

10 

19081.0 

12 

101.0 

261 

370.0 

16 

1.8 

0.5 

11.2 

18 

1, 

nn  i  inn  nrninTiirtiT  CTnnno  /  i  i  \ 

DILLARD  DEPARTMENT  STORES  (11) 

1386.8** 

6 

4850.0 

8 

39.5 

2 

125.1 

-39 

2.9 

3.0 

6.8 

21 

1. 

DOLLAR  GENERAL  (1 1) 

494.4 

22 

1 525.6 

21 

21.9 

25 

75.5 

20 

4.4 

4  3 

20  8 

29 

]  | 

EDISON  BROTHERS  STORES  (11) 

268.8 

-20 

943.7 

-14 

-25.2 

NM 

-149.5 

NM 

NM 

NM 

NM 

NM 

10  1 

FAMILY  DOLLAR  STORES  (4) 

442.2 

13 

1318.5 

11 

11.4 

25 

46.1 

8 

2.6 

2.3 

13.8 

17 

1.1 

rrnfnATfn  nrninTiiriiT  OTnr»ro  ii  i  \ 

FEDERATED  DEPARTMENT  STORES  (11) 

3284.2** 

8 

1 1849.8 

29 

-27.2 

NM 

179.7 

NM 

NM 

NM 

3.1 

52 

O.i 

FINGERHUT 

441 ,9 

-6 

1284.9 

-4 

8.6 

o 

8  7 

-58 

1  9 

1  8 

7  2 

1  o 

u.< 

GAP  (11) 

1120.3 

29 

3755.6 

28 

65.8 

103 

302.0 

50 

5.9 

3.7 

25.4 

20 

1  • 

HECHINGER  (11) 

■  665.9 

3 

1729.0 

0 

12.2 

34 

-75.3 

NM 

1.8 

1.4 

-20.2 

NM 

l.> 

iiii  if  ofnnrf*  / 1  t  \ 

HILLS  STORES  (11) 

388.6 

0 

1458.6 

2 

-10.3 

NM 

-14.7 

NM 

NM 

NM 

3.4 

8 

O.i 

HOME  DEPOT  (11) 

5292.9 

27 

13407.0 

24 

270.2 

27 

650.6 

26 

5  1 

5  1 

15  1 

32 

i  ■ 

HOME  SHOPPING  NETWORK 

234.3 

8 

733.9 

11 

7.1 

NM 

14.3 

NM 

3.0 

NM 

-7.7 

NM 

-0. 

INTIMATE  BRANDS  (11) 

653.3 

18 

2216.6 

21 

48.1 

43 

205.2 

15 

7.4 

6.1 

78.0 

20 

O.i 

KMART  (11) 

8377.0** 

-1 

26626  l ! 

3 

40.0 

82 

-367.0 

NM 

0.5 

0.3 

-9.4 

NM 

-l.C 

KOHL'S  (11) 

474.6 

31 

1650.3 

27 

14.8 

33 

70.7 

24 

3  1 

3  1 

17  7 

36 

LIMITED  (11) 

1895.6** 

10 

6454.9 

10 

33.2 

-32 

277.5 

-20 

1.7 

2.8 

58.2 

7 

2  E 

LOWE'S  (11) 

2459.0 

24 

6062.2 

19 

114.3 

34 

199.5 

5 

4.6 

4.3 

11.7 

27 

l.s 

MAY  DEPARTMENT  STORES  (11) 

2533.0'  * 

9 

8884.0 

5 

1 10.0 

3 

604.0 

2 

4.3 

4.6 

17.5 

17 

2./ 

MERCANTILE  STORES  (11) 

659.5** 

3 

2319.2 

7 

14.4 

122 

105.3 

39 

2  2 

1  0 

9  0 

14 

-'  -  L 

MEYER  (FRED)  (11) 

853.9 

10 

2860.1 

13 

15.2 

42 

43.5 

95 

1.8 

1.4 

6.9 

25 

1.2 

MICHAELS  STORES  (11) 

260.5 

0 

1019.1 

13 

-7.9 

NM 

-3.1 

NM 

NM 

NM 

0.0 

NM 

o.c 

NEIMAN  MARCUS  GROUP  (5) 

485.6** 

15 

1585.1 

11 

10.8 

12 

52.4 

15 

2.2 

2.3 

63.9 

26 

1  ; 

NUKUo  I KUM  (11; 

1275.1** 

8 

3489.9 

8 

44.8 

-17 

126.3 

-17 

3.5 

4.6 

10.5 

20 

1  .s 

OFFICE  DEPOT 

1509.7 

13 

4524.0 

16 

31.9 

-14 

93.6 

-3 

2.1 

2.8 

12.0 

25 

O.E 

OFFICEMAX  (11) 

622.1 

29 

2175.9 

35 

2.4 

98 

43.7 

71 

0.4 

0.2 

13.0 

12 

1  c 

PAYLESS  CASHWAYS  (1) 

723.8 

-2 

1932.8 

-4 

-22.9 

NM 

-24.6 

NM 

NM 

1.1 

-68.9 

NM 

4.2 

PAYLESS  SHOESOURCE  (11) 

632.5 

2 

1785.5 

5 

38.9 

14 

30.7 

-64 

6.2 

5.5 

6.9 

NA 

"> 

PENNEY  (J.  C.)  (11) 

4902.0 

2 

16786.0 

2 

93.0 

-20 

561.0 

-20 

1.9 

2.4 

13.9 

16 

3  3 

PEP  BOYS-MANNY,  MOE  &  JACK  (11) 

476.7 

16 

1315.8 

19 

30.2 

20 

69.0 

15 

6.3 

6.1 

12.6 

24 

1.4 

PETSMART  (11) 
PRICE/COSTCO  (4) 
PROFFITT'S  (11) 
ROSS  STORES  (11) 


321.9 
6182.7* 
282.8* 
405.7 


24 
3 
-2 
16 


924.2 
15182.9 
1461.2 
1223.7 


21 
7 
2 

18 


2.9 
86.5 

3.5 
18.6 


NM 
21 
43 


19.1 
199.2 

-3.9 
53.7 


NM 
18 
NM 
101 


0.9  NM 

1.4  1.2 

1.3  0.9 

4.6  2.9 


6.7 
14.8 
-1.4 
19.6 


NM 
16 
NM 
17 


0.1 
i  2 
0  3 
2.4 


SAKS  HOLDINGS  (11) 
SEARS,  ROEBUCK 
SERVICE  MERCHANDISE 
SHOPKO  STORES  (10) 


403.8* 
9067.0 
738.3 
498.5 


14 
7 
1 

19 


1409.2 
26194.0 
2313.9 
1607.8 


NA 
9 
-1 
10 


-22.7 
279.0 
-12.3 
3.9 


NM 
22 
NM 
110 


2.3 
704.0 
-38.9 
30.8 


NA 
24 
NM 
18 


NM 
3.1 
NM 
0.8 


NM 
2.7 
NM 
0.4 


-7.0 
26.2 
11.7 
9.6 


NM 
17 
13 
13 


0  6 
2  8 
0  4 

0  o 
0.8 
0.5 

1  7 
1.2 


SPIEGEL 

SPORTS  AUTHORITY  (11) 
STAPLES  (11) 
TALBOTS  (11) 

TJX  (11) 


620.9 
331.6 
808.1 
232.1 
1641.2 


-9 
24 
34 
2 
93 


1924.2 
927.3 

2700.4 
767.1 

5000.9 


-7 
22 
39 
6 
85 


-15.6 
9.2 
14.6 
6.6 
36.1 


NM 

33 
62 
-20 
367 


-33.2 
24.4 
62.5 
40.7 
78.6 


NM 
26 
63 
5 

163 


NM 
2.8 
1.8 
2.8 
2.2 


NM 
2.6 
1.5 
3.6 
0.9 


0.8 
8.6 
13.0 
14.8 
17.5 


WABAN  (11) 
WAL-MART  STORES  (11) 
WICKES  LUMBER 
WOOLWORTH  (11) 
ZALE (5) 


1158.0 
25587.0 

255.6 
1856.0 

248.9 


10 
1  3 

-10 

-3 


3208.6 
2  5909  0 

636.9 
6113.0 

923.1 


10 
12 
-15 
2 
1  1 


25.6 
706.0 

2.8 
22.0 

0.0 


5 
12 
48 
NM 
NM 


60.9 
2219.0 

-1.5 
-107.0 

43.8 


13 
0 
NM 
NM 
26 


2.2 
2.8 
1.1 
1.2 
0.0 


2.3 
2.8 
0.7 
NM 
NM 


12.8 
17.9 
-71.6 
-6.1 
9.9 


NM 
31 
38 
16 
32 


TOYS  'R'  US  (11)  1736.4  8  7987.1  9  -7.5  NM  104.2  -77  NM  1.0  3.6  70  0.4* 

U.  S.  OFFICE  PRODUCTS  (8)  352.6  111  770.7  108  7.5  NM  14.5  NM  2.1  NM  4.5  50  0.5l 

VALUE  CITY  DEPARTMENT  STORES  (5)  232.5**  10  736.5  10  2.1  NM  19.2  120  0.9  NM  8.7  18  0.6« 

VENTURE  STORES  (11)  329.4**  -28  1267.1  -21  -3.8  NM  11.2  194  NM  NM  -1.6  NM  -0.2.1 

VIKING  OFFICE  PRODUCTS  (6)  290.5  26  865.8  29  16.2  22  50.6  27  5.6  5.8  23.1  40  0.7.) 


12 
22 
NM 
NM 
15 


2.2 
1.2J 
-2.7 
-0.5- 

1.2: 


9  ELECTRICAL  &  ELECTRONICS 


INDUSTRY  COMPOSITE 

(A)  ELECTRICAL  PRODUCTS 


40850.7 


3  122083.8 


8  2740.9 


-23  8831.1 


-13 


6.7  9.0 


16.7 


20 


2.5f 


GROUP  COMPOSITE 

5710.7 

7 

17151.7 

7 

405.5 

30 

1042.4 

21 

7.1 

5.8 

18.3 

17 

COOPER  INDUSTRIES 

1315.5 

10 

3977.3 

11 

77.3 

12 

227.7 

10 

5.9 

5.8 

16.3 

15 

EATON 

1719.0 

3 

5237.0 

1 

85.0 

-7 

283.0 

-8 

4.9 

5.4 

17.7 

12 

GENERAL  SIGNAL 

521.6 

8 

1518.3 

12 

37.4 

38 

94.4 

18 

7.2 

5.7 

17.5 

18 

HUBBELL 

332.8 

16 

966.3 

12 

37.0 

17 

104.4 

16 

11.1 

11.0 

19.4 

19 

MAGNETEK  (6) 

291.4 

7 

898.2 

_! 

4,3 

NM 

-84.8 

NM 

1.5 

NM 

NM 

NM 

NATIONAL  SERVICE  INDUSTRIES  (4) 

521.9 

1 

1521.0 

2 

31.0 

4 

77.9 

7 

5.9 

5.7 

13.5 

16 

RAYCHEM  (6) 

430.3 

5 

1280.3 

8 

72.7 

124 

163.1 

315 

16.9 

7.9 

22.4 

18 

THOMAS  &  BETTS 

351.2 

18 

1042.3 

16 

25.8 

21 

68.7 

19 

7.4 

7.1 

14.3 

18 

UCAR  INTERNATIONAL 

227.0 

3 

711.0 

8 

35.0 

169 

108.0 

NM 

15.4 

5.9 

NM 

14 

2.6! 


2.8C 
4.8; 

2.3JT 
2.0- 


-2.8? 
2.U| 
4.0) 
2.2? 
2.8f 
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STAND-UP  CABIN  COMFORT 
ATA  SIT-DOWN  PRICE. 

THE  NEW 3700 nm  GALAXY 


UMM  hen  you  think  in  terms  of  stand-up 

WW  headroom  and  intercontinental  range, 
you  are  probably  picturing  one  of  those 
gas-guzzling,  "heavy  iron"  business  jets  with 
a  truly  stratospheric  price.  But  Galaxy  is 
a  surprising  alternative  to  this  stereotyped 
image.  Indeed,  it  is  designed  to  offer  the 
seemingly  contradictory  combination  of 
generous  space,  long  range,  and  the 
operating  costs  of  a  midsize. 

That  puts  Galaxy  in  an  enviable  category 
all  by  itself. 

True  transcontinental  proportions 

Galaxy  provides  a  cabin  24  feet  in  length 
and  fully  7  feet  wide,  with  6  feet  3  inches  of 
standing  height.  That's  more  headroom  than 
any  other  current  business  jet,  at  any  price! 
And  the  total  cabin  volume  is  a  remarkable 
868  cubic  feet,  making  it  comfortably 
larger  than  any  other  "super-mid 
size"  competitor.  The  baggage  is 
carried  in  a  separate,  heated 
and  pressurized  external  bay 
with  its  own  air  stair  door. 
Capacity  is  a  class-dominating 
L25  cubic  feet. 


[PP  1  1 

U  — 

E«e 

:utive  Interior 

F 

5 

a 

3 

Galaxy's  cabin  has  been  economically 
optimized  for  personal  comfort.  The  lavish 
galley  can  be  equipped  with  refrigerator, 
microwave  oven, 
coffee  maker,  and 
many  other 
options  that  make 
food  and  beverage 
service  easy  and 
convenient.  We've 
maximized  the  pas- 
senger space  while 

minimizing  the  Corporate  Shuttle  Interior 

exterior  size,  thereby  reducing  airframe  drag 
and  substantially  increasing  efficiency.  That 
pays  off  handsomely  in  terms  of  extended 
range  and  low  fuel  burn. 

As  an  example.  Galaxy  will  fly  four  passen- 
gers from  Paris  to  New  York,  nonstop,  at  lower 
operating  costs  than  any  other 
corporate  jet.  In  absolute  terms, 
it  offers  a  true  transcontinental 
range  of  3.700  nm.  a  maximum 
cruise  speed  of  Mach  .85  and 
far  lower  fuel  burn — for 
virtually  any  mission — than 
anything  even  close  to  its  price. 
That's  where  Galaxy  value 
really  pays  off. 


GALAXY 


The  first  convertible 

What's  more.  Galaxy  is  uniquely  versatile. 
The  entire  cabin  configuration  can  be  changed, 
overnight,  from  its  luxurious 
eight-passenger  executive  interior 
to  a  19  passenger  corporate  shut- 
tle. It's  the  first  corporate  convert- 
ible, literally  two  airplanes  in  one! 

In  either  configuration.  Galaxy 
pampers  its  passengers  with 
exceptional  quiet.  The  engines, 
mounted  far  behind  the  aft-most 
seats,  are  rendered  almost 
inaudible  during  flight.  Even  the  heating 
and  cooling  systems  are  specially  engineered 
to  operate  quietly. 

The  unbeatable  combination 

The  new  Galaxy.  It's  an  extraordinary  new 
concept  in  business  aircraft,  incorporating  the 
most  sophisticated  technology  to  deliver  an 
unmatched  combination  of  spacious  comfort, 
performance,  and  operating  efficiency.  For 
more  information,  please  call  1  609  987-1125. 
or  fax  us  at  1  609  987-8118  We  think  you'll 
enjoy  our  stand-up  sales  routine,  especially 
after  you  sit  down  and  consider  the  many 
Galaxy  advantages. 


Leadership. ..by  design 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

QUARTER 

FROM 

M'lNlH', 

FROM 

QUARTER 

QUARTER 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

$  MIL 

$  MIL. 

% 

$  MIL. 

SMIL. 

% 

% 

RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
9-30 


PRICE- 
EARNINGS 
RATIO 

10-25 


(B)  ELECTRONICS 

GROUP  COMPOSITE 


16802.4 


1  50767.9 


840.4      -20     2840.3  -11 


5.0  6.3 


13.4 


19 


ANDREW  (3) 

235.3 

32 

629.5 

21 

31.2 

25 

7-4.7 

27 

13.3 

14.0 

21.6 

32 

GENERAL  INSTRUMENT 

662.1 

18 

1953.1 

10 

42.1 

NM 

15.2 

-78 

6.4 

NM 

6.0 

37 

( 

HARRIS  (6) 

883.4 

8 

2771.3 

7 

38.1 

14 

142.6 

15 

4.3 

4.1 

13.1 

13 

i 

HUGHES  ELECTRONICS 

3810.1 

10 

11456.3 

7 

252.0 

-2 

870.3 

7 

6.6 

7.4 

12.9 

18 

LITTON  INDUSTRIES  (5) 

1031.5 

6 

2775.3 

10 

42.7 

10 

114.2 

11 

4.1 

4.0 

16.4 

15 

MOTOROLA 

6498.0 

-5 

20288.0 

3 

206.0 

-58 

916.0 

-32 

3.2 

7.2 

11.5 

21 

RAYTHEON 

3012.6 

-4 

8893.9 

6 

187.9 

-6 

583.8 

2 

6.2 

6.4 

18.6 

14 

TRACOR 

256.0 

12 

752.4 

14 

11.3 

47 

27.0 

30 

4.4 

3.3 

16.0 

16 

: 

VARIAN  ASSOCIATES  (3) 

413.4 

2 

1248.1 

2 

29.1 

-11 

96.5 

10 

7.0 

8.0 

27.0 

12 

(C)  INSTRUMENTS 

GROUP  COMPOSITE 

3033.4 

5 

9111.9 

9 

194.5 

4 

470.8 

-2 

6.4 

6.4 

16.5 

20 

2 

BECKMAN  INSTRUMENTS 

252.8 

10 

742.8 

12 

18.7 

35 

51.4 

35 

7.4 

6.0 

17.1 

18 

HONEYWELL 

1803.1 

7 

5194.2 

8 

101.1 

20 

249.5 

20 

5.6 

5.0 

18.5 

20 

PERKIN-ELMER  (6) 

'275.7 

4 

880.2 

7 

32.4 

84 

6.0 

-89 

11.8 

6.7 

8.9 

87 

i 

TEKTRONIX  (7) 

440.1 

10 

1364.4 

12 

22.7 

0 

73.3 

7 

5.2 

5.7 

14.4 

13 

TERAOYNE 

261.7 

-19 

930.3 

11 

19.6 

-59 

90.6 

-19 

7.5 

14.9 

16.2 

10 

(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 

GROUP  COMPOSITE  15304.2  5 


45052.3 


11  1300.6 


-36     4477.6  -21 


8.5  13.8 


19.3 


22 


ADVANCED  MICRO  DEVICES 
AMP 

ANALOG  DEVICES  (2) 
ATMEL 


456.9 
1336.2 
305.0 
280.3 


-25 
3 
24 
66 


1456.2 
4064.7 
889.1 
789.2 


-22  -38.4 

3  94.8 

30  43.8 

82  52.9 


NM 
-14 
38 
69 


-47.7 
326.9 
127.9 
148.1 


NM 
4 
52 
96 


NM 
7.1 
14.4 
18.9 


6.9 
8.5 
12.9 
18.5 


0.4 
15.4 
20.3 
27.8 


NM  0 

17  2 

20  1 

14  1 


AVX  (9) 

CIRRUS  LOGIC  (9) 

INTEL 

LSI  LOGIC 


267.9 
236.0 
5142.0 
300.2 


-13 
-26 
23 
-9 


829.0 
684.0 
14407.0 
936.9 


-5 
-23 
24 
2 


28.2 
3.0 
1312.0 
27.7 


23 
9  1 
41 
-58 


97.3 
-93.0 
3247.0 
116.5 


12 
NM 

20 
-30 


10.5 
1.3 

25.5 
9.2 


11.8 
10.4 
22.3 
19.8 


21.1 
-22.5 
29.6 
14.9 


13  1 

NM  -1 

23  4 

18  1 


MEMC  ELECTRONIC  MATERIALS 
MICRON  TECHNOLOGY  (4) 
MOLEX  (6) 

NATIONAL  SEMICONDUCTOR  (7) 


303.5 
700.5 
359.6 
566.1 


21 
-32 
6 

-19 


917.7 
2468.0 
1059.6 
1778.8 


47 
2 
7 


21.2 
18.6 
35.9 
-207.6 


-23 
-93 
2 
NM 


107.3 
265.0 
111.2 
-175.5 


90 
-61 
7 
NM 


7.0 
2.7 
10.0 
NM 


10.9 
27  3 
10.4 
10.5 


18.9 
23.7 
12.6 
-7.1 


6  3 

10  2 

25  1 

NM  -0 


SCI  SYSTEMS  (6) 
SOLECTRON  (4) 
TEXAS  INSTRUMENTS 


1420.0 
788.8 
2841.0 


62 
58 

-17 


3884.6 
2126.6 
8761.0 


36 


25.0 
31.5 
-148.0 


65 
37 
NM 


68.7 
86.9 
91.0 


71 
42 


1.8 
4.0 
NM 


1.7 
4.0 
8.4 


19.2 
17.3 


17  3 

24  2 

25  1 


10  FOOD 


INDUSTRY  COMPOSITE 


88738.3 


4  258324.2 


5  2392.7 


6479.5 


-12 


2.7  2.7 


20.1 


24 


(A)  FOOD  DISTRIBUTION 

GROUP  COMPOSITE 


14253.9 


42134.3 


138.7 


429.1 


1.0 


1.0 


11.5 


19 


FLEMING  3706.0  -5  12616.5  -6  1.0  -72  16.4  -57  0.0  0.1  1.9  32  0 

INTERNATIONAL  MULTIFOODS  (10)  634.5  2  1895.8  1  4.0  -43  9.3  -60  0.6  1.1  5.4  18  0 

JP  FOODSERVICE  (6)  390.8  15  1020.4  14  1.8  -51  9.2  -4  0.5  1.1  10.4  30  0. 

RICHFOOD  HOLDINGS  (8)  753.4  -2  2519.7  4  12.4  22  31.6  -1  1.7  1.3  19.5  27  0. 


RYKOFF-SEXTON  (8) 

904.8 

NA 

NA 

NA 

2.0 

NA 

NA 

NA 

0.2 

NA 

-9.0 

NA 

SMART  &  FINAL 

406.4 

11 

996.2 

12 

8.1 

23 

18.6 

40 

2.0 

1.8 

15.8 

21 

1 

SUPERVALU (10) 

3778.7 

0 

12604.8 

0 

35.9 

8 

130.6 

7 

1.0 

0.9 

13.5 

12 

2 

SYSCO  (6) 

3679.2 

12 

10480.9 

11 

73.4 

11 

213.4 

9 

2.0 

2.0 

19.3 

21 

1 

(B)  FOOD  PROCESSING 

GROUP  COMPOSITE 


37847.5 


5  111616.2 


5  1620.8 


4069.6  -22 


4.3 


4.5 


18.4 


27 


CAMPBELL  SOUP  (5)  1640.0  1  5688.0  5  180.0  26  583.0  16  11.0  8.8  29.2  26  3.; 

CHIQUITA  BRANDS  INTERNATIONAL  541.6  -5  1880.1  -5  -7.6  NM  59.7  4  NM  NM  3.7  36  0.: 

CONAGRA  (7)  6404.3  -1  18163.4  1  96.1  10  30.8  -91  1.5  1.4  8.7  58  O.i 

CPC  INTERNATIONAL  2392.1  17  7315.3  21  148.2  4  424.4  7  6.2  6.9  27.5  22  3.f 


DEAN  FOODS  (7) 

710.1 

9 

2167.5 

8 

17.9 

31 

-61.5 

NM 

2.5 

2.1 

-8.8 

NM 

-1. 

DOLE  FOOD 

1093.6 

4 

2949.2 

-1 

23.0 

61 

116.6 

2 

2.1 

1.4 

20.8 

20 

2. 

DREYER'S  GRAND  ICE  CREAM 

234.6 

14 

613.2 

lrj 

3.3 

113 

10.0 

81 

1.4 

0.8 

-2.0 

NM 

-0. 

EARTHGRAINS  (9) 

381.8 

0 

1289.8 

NA 

4.5 

NM 

-3.6 

NA 

1.2 

NM 

-0.5 

NA 

FLOWERS  INDUSTRIES  (6) 

322.7 

20 

1001.1 

12 

19.9 

153 

34.9 

5 

6.2 

2.9 

14.0 

30 

0. 

GENERAL  MILLS  (7) 

1315.6 

3 

4006.9 

7 

97.7 

-29 

291.5 

103 

7.4 

10.7 

193.6 

21 

HEINZ  (H.  J.)  (8) 

2208.8 

5 

6938.5 

7 

179.5 

3 

506.2 

7 

8.1 

8.3 

24.5 

20 

HERSHEY  FOODS 

1072.3 

9 

2800.2 

9 

94.3 

15 

194.5 

10 

8.8 

3.4 

26.1 

25 

1. 

HORMEL  FOODS  (2) 

749.9 

2 

2220.9 

0 

4.0 

-81 

49.2 

-40 

0.5 

2.9 

12.0 

21 

1. 

HUDSON  FOODS  (3) 

370.3 

8 

1037.8 

13 

8.8 

5 

14.0 

-46 

2.4 

2.4 

7.1 

22 

0. 

IBP 

3175.9 

4 

9520.9 

0 

40.5 

-53 

180.5 

-19 

1.3 

2.6 

20.6 

12 

2. 

INTERSTATE  BAKERIES  (7) 

753.6 

60 

2425.8 

113 

18.7 

226 

31.3 

116 

2.5 

1.2 

7.9 

46 

0. 

KELLOGG 

1681.6 

-9 

5118.9 

-4 

159.5 

-31 

443.7 

-21 

9.5 

12.5 

27.4 

37 

1. 

Mccormick  id 

405.5 

6 

1195.1 

1 

-21.6 

NM 

-2.4 

NM 

NM 

3.8 

8.6 

48 

0. 

NABISCO  HOLDINGS 

2238.0 

10 

6406.0 

8 

70.0 

-1 

-93.0 

NM 

3.1 

3.5 

0.6 

NM 

0. 

QUAKER  OATS 

1436.2 

-8 

4140.8 

-13 

133.0 

116 

229.8 

-70 

9.3 

4.0 

15.9 

27 

1. 

RALSTON  PURINA  (3) 

1564.3 

-2 

4459.4 

-14 

89.8 

13 

233.2 

17 

5.7 

5.0 

54.8 

20 

SARA  LEE  (6) 

4886.0 

5 

13956.0 

4 

206.0 

11 

653.0 

14 

4.2 

4.0 

20.6 

19 

SEABOARD 

350.7 

22 

978.9 

26 

3.1 

-56 

-12.3 

NM 

0.9 

2.5 

-4.0 

NM 

SMITHFIELD  FOODS  (8) 

892.9 

143 

2453.6 

107 

0.7 

NM 

18.5 

-1 

0.1 

NM 

9.0 

25 

1. 
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CHOOSE   YOUR   TRAVEL   PARTNER  WISELY, 


k  swimming  suits.  Pack  sunblock.  Pack  golf  clubs.  Pack  your 
T  Calling  Card.  Because  we  proudly  offer  AT&T  Long 
ance  Service  for  all  your  AT&T  Calling  Card,  AT&T  Universal 
d  and  operator-assisted  calls.  Even  those  to  the  boss:  Mom. 


ESTIN  RESORTS  INCLUDING:  THE  WESTIN  RESORT,  HILTON  HEAD  ISLAND, 
WESTIN  MAUI,  THE  WALT  DISNEY  WORLD  SWAN,  ORLANDO,  THE  WESTIN 
ION   HILLS   RESORT.    RANCHO   MIRAGE.   THE   WESTIN   LA   PALOMA.  TUCSON. 


BUT  THEY  STILL 
REPORT    TO  MO 


West! 

HOTELS  8.  RESQJ 


Call  your  travel  agent  or   •. k\ 

1  -800-WESTIN-  1 

WWW.  WE  STIN.COM 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


3RD 
QUARTER 
1996 
$  MIL. 


CHANGE 
FROM 
1995 

% 


9 

MONTHS 
1996 
$  MIL. 


CHANI.I 
FROM 

1995 

% 


MARGINS 

3RD        CHANGE  9  CHANGE        3RD  3RD 

QUARTER       FROM        MONTHS        FROM       QUARTER  QUARTER 
1996         1995         1996         1995         1996  1995 
$  MIL  %  SMIL.  %  %  % 


RETURN  ON 
COMMON 
EQUITY 
12  MONTHS 
ENDING 
9-30 


PRICE-  Mil 

EARNINGS  EA 
RATIO 

10-25  S 


THORN  APPLE  VALLEY  (7) 

286.9 

9 

755.1 

?9 

-1.7 

NM 

-16.5 

NM 

NM 

NM 

-23.4 

NM 

WLR  FOODS  (6) 

272.1 

9 

751.2 

7 

-8.1 

NM 

-21.9 

NM 

NM 

1.7 

-11.3 

NM 

-C 

WRIGLEY  (WM.)  JR. 

466.1** 

7 

1382.9 

4 

61.2 

5 

175.9 

-1 

13.1 

13.4 

25.9 

32 

(CI  FOOD  RETAILING 

uKUUr  UwlVlrUoi  1  t 

JDOJO.J 

A 
t 

1U4J  /  O.O 

c 

1  7 
1  / 

1  Q£n  ft 

l  7 

1  Q 

1 
1 

ALBERTSON'S  (11) 

3481.1 

12 

10103.9 

9 

120.7 

14 

387.2 

11 

3.5 

3.4 

23.3 

18 

AMERICAN  STORES  (11) 

4625.1 

3 

14295.7 

6 

83.1 

12 

268.9 

4 

1.8 

1.6 

13.8 

18 

ddi iun*c  n  1 1 

7  1  Q  ft 

M  A 

NA 

NA 

1  A 

M  fl 

NA 

NA 

n  9 

M  Q 

NA 

NA 

PACCV'C  PPMPDAI  QTflDPC  (£t\ 

9SQ  A  * 

1  3 

1 A  Q  A 

1  "3 

53  Q 

1  9 

1Q  Q 

1  9 

O.  1 

J.  1 

1  9  Q 

l  / 

DELCHAMPS  (6) 

289.7 

2 

854.6 

5 

0.2 

NM 

4.0 

NM 

0.1 

NM 

4.3 

31 

c 

EAGLE  FOOD  CENTERS  (11) 

257.6 

3 

788.7 

4 

1.2 

NM 

-4.1 

NM 

0.5 

NM 

-26.3 

NM 

-C 

FOOD  LION 

2124.4 

i  i 
1 1 

1  u 

ju.U 

99 

J.  jf.j 

1  Q 

9  A 

9  1 

17  9 

9  1 

n 
\j 

GIANT  FOOD  (10) 

874.4 

c. 

4 

9*3  9 

3n 

ju 

Q3  S3 

i  7 

9  7 

9  1 

n  fl 

1  f! 
10 

1 

GREAT  ATLANTIC  &  PACIFIC  TEA  (10) 

2330.0 

0 

7753.6 

-i 

14.0 

49 

61.4 

107 

0.6 

0.4 

8.1 

17 

1 

HANNAFORD  BROTHERS 

773.3 

18 

2192.9 

16 

19.9 

1 

54.1 

1 

2.6 

3.0 

13.1 

18 

1 

KASH  N'  KARRY  FOOD  STORES  (5) 

233.5 

-4 

771.3 

NA 

-1.0 

NM 

3.8 

NA 

NM 

NM 

3.8 

48 

0 

KROGER 

7343.1 

6 

18971.8 

5 

72.3 

15 

227.2 

8 

1.0 

0.9 

NM 

17 

2 

PENN  TRAFFIC  (11) 

842.8** 

-5 

2618.2 

1 

-10.1 

NM 

-46.9 

NM 

NM 

NM 

NM 

NM 

-4 

RUDDICK  (3) 

557.9 

9 

1612.8 

6 

11.6 

22 

34.7 

13 

2.1 

1.9 

12.6 

14 

0 

SAFEWAY 

3954.0 

3 

11782.1 

5 

105.9 

27 

309.0 

44 

2.7 

2.2 

37.2 

25 

1 

SOUTHLAND 

1860.0*** 

1 

5251.9 

2 

37.7 

-24 

73.6 

-14 

2.0 

2.7 

NM 

8 

C 

SUPERMARKETS  GENERAL  HOLDING  (11)  994.7 

-3 

3092.0 

-2 

-1.7 

NM 

43.0 

-4 

NM 

3.2 

NM 

NA 

VONS 

1676.6 

7 

4143.2 

8 

29.4 

59 

69.6 

48 

1.8 

1.2 

12.9 

22 

2 

WEIS  MARKETS 

424.7 

5 

1290.5 

7 

19.6 

2 

58.7 

4 

4.6 

4.7 

10.2 

16 

1 

WINN-DIXIE  STORES  (6) 

2985.7 

2 

9033.7 

5 

47.0 

3 

184.3 

8 

1.6 

1.6 

19.1 

19 

1 

11  FUEL 

INDUSTRY  COMPOSITE 

129003.0 

16 

374155.7 

12 

6481.4 

52 

20428.4 

46 

5.0 

3.8 

14.5 

18 

3. 

(A)  COAL,  OIL  &  GAS 

GROUP  COMPOSITE 

123428.3 

16 

358472.5 

12 

6081.7 

54 

19394.1 

47 

4.9 

3.7 

14.6 

18 

3. 

AMERADA  HESS 

1869.9** 

12 

6646.2 

23 

97.8 

NM 

540.2 

NM 

5.2 

NM 

8.5 

19 

2 

AMOCO 

9019.0*** 

18 

13 

635  0 

1963.0 

19 

7.0 

7.8 

14.0 

17 

4 

APACHE 

242.4** 

34 

672.5 

21 

30.1 

328 

70.2 

502 

12.4 

3.9 

5.4 

35 

0 

ASHLAND  (3) 

3270.0 

8 

9365.0 

9 

46.0 

NM 

124.0 

NM 

1.4 

NM 

12.6 

14 

2 

ATLANTIC  RICHFIELD 

5149.0* 

20 

14643.0 

13 

479.0 

52 

1283.0 

25 

9.3 

7.4 

23.0 

13 

9 

BURLINGTON  RESOURCES 

343.0 

63 

894.0 

41 

59.0 

NM 

145.0 

NM 

17.2 

NM 

7.5 

36 

1 

CHEVRON 

9522.0 

21 

27672.0 

17 

655.0 

132 

2143.0 

59 

6.9 

3.6 

11.1 

25 

2. 

COASTAL 

2785.5 

9 

8818.6 

13 

58.6 

33 

207.2 

30 

2.1 

1.7 

10.8 

15 

2. 

CROWN  CENTRAL  PETROLEUM 

455.7 

24 

1258.0 

15 

-3.6 

NM 

-13.6 

NM 

NM 

0.1 

-45.3 

NM 

8 

DIAMOND  SHAMROCK 

1236.5* 

31 

3639.1 

31 

13.6 

134 

39.5 

1 

1.1 

0.6 

6.6 

21 

L 

EXXON 

29469.0** 

7 

85925.0 

4 

1560.0 

4 

5015.0 

5 

5.3 

5.5 

16.1 

16 

5.i 

FINA 

993.3 

8 

3005.7 

10 

38.9 

-14 

115.0 

-4 

3.9 

4.9 

8.2 

17 

3.1 

KERR-McGEE 

487.6 

10 

1412.6 

6 

62.3 

NM 

160.9 

NM 

12.8 

NM 

14.4 

16 

3.1 

MAPCO 

797.5* 

16 

2321.7 

7 

22.7 

177 

87.9 

104 

2.8 

1.2 

15.2 

15 

2.1 

MITCHELL  ENERGY  &  DEVELOPMENT  (1 1)  t  241.1 

13 

724.1 

11 

20.8 

-72 

1.0 

-99 

8.6 

34.5 

2.2 

99 

0.1 

MOBIL 

20326.0*** 

9 

58546.0 

6 

769.0 

-2 

2288.0 

43 

3.8 

4.2 

16.6 

15 

7 

MURPHY  OIL 

527.2** 

32 

1442.7 

18 

40.5 

554 

85.6 

142 

7.7 

1.5 

-6.9 

NM 

-1.1 

NGC 

1495.5 

58 

4305.8 

66 

21.5 

47 

65.6 

-12 

1.4 

1.5 

14.0 

26 

0 

OCCIDENTAL  PETROLEUM 

2786.0** 

9 

7765.0 

-2 

194.0 

40 

539.0 

7 

7.0 

5.4 

12.9 

17 

I 

ORYX  ENERGY 

289.0** 

-16 

789.0 

-15 

40.0 

-63 

100.0 

-32 

13.8 

31.3 

NM 

18 

1 

PENNZOIL 

653.7** 

9 

1877.6 

0 

65.1 

NM 

105.4 

NM 

10.0 

NM 

8.2 

31 

i 

PHILLIPS  PETROLEUM 

3852.0 

14 

11384.0 

13 

187.0 

38 

1103.0 

206 

4.9 

4.0 

29.5 

9 

4. 

QUAKER  STATE 

310.0 

12 

890.6 

15 

6.8 

66 

19.6 

421 

2.2 

1.5 

5.4 

33 

0. 

SUN 

2898.0*** 

23 

8273.0 

11 

-11.0 

NM 

-57.0 

NM 

NM 

3.0 

-9.4 

20 

1 

TESORO  PETROLEUM 

262.8 

8 

735.2 

-1 

16.2 

-56 

34.2 

-26 

6.2 

15.1 

18.5 

8 

1. 

TEXACO 

11097.0** 

26 

32629.0 

20 

434.0 

50 

1509.0 

54 

3.9 

3.3 

12.5 

22 

4.1 

TOSCO 

2709.4 

49 

7160.1 

32 

42.5 

58 

116.1 

168 

1.6 

1.5 

14.8 

15 

3. 

ULTRAMAR 

1182.3 

23 

3358.6 

21 

0.4 

-98 

43.6 

64 

0.0 

2.1 

8.9 

20 

1.; 

UNION  PACIFIC  RESOURCES  GROUP 

447.1 

33 

1264.7 

26 

76.9 

0 

206.5 

-2 

17.2 

22.9 

24.4 

19 

1.: 

UNION  TEXAS  PETROLEUM  HOLDINGS 

227.0 

15 

708.4 

11 

34.0 

190 

112.4 

43 

15.0 

5.9 

26.6 

14 

1.1 

UNOCAL 

2332.0** 

31 

6808.0 

23 

171.0 

190 

533.0 

153 

7.3 

3.3 

19.7 

16 

2.1 

USX-MARATHON  GROUP 

4195.0* 

20 

11893.0 

15 

164.0 

69 

504.0 

79 

3.9 

2.8 

4.5 

49 

0  ■ 

VALERO  ENERGY 

1123.5 

40 

3386.3 

49 

13.1 

-42 

53.9 

15 

1.2 

2.8 

5.2 

19 

l.: 

VASTAR  RESOURCES 

833.5 

97 

2260.2 

61 

41.6 

120 

150.9 

135 

5.0 

4.5 

96.0 

19 

1.' 

(8)  PETROLEUM  SERVICES 

GROUP  COMPOSITE 

5574.7 

23 

15683.2 

21 

399.7 

36 

1034.2 

33 

7.2 

6.5 

12.7 

31 

2.; 

HALLIBURTON 

1813.3** 

22 

5251.5 

26 

82.6 

20 

201.2 

24 

4.6 

4.6 

14.9 

24 

2 

NOBLE  AFFILIATES 

257.2** 

133 

611.2 

98 

15.3 

461 

54.8 

740 

6.0 

2.5 

11.6 

41 

l.( 

SCHLUMBERGER 

2261.8 

18 

6440.5 

16 

228.8 

36 

596.4 

24 

10.1 

8.8 

14.6 

31 

3 

SMITH  INTERNATIONAL 

310.7** 

35 

819.7 

29 

16.6 

41 

44.5 

36 

5.3 

5.1 

17.4 

26 

1  ' 

WEATHERFORD  ENTERRA 

259.1 

18 

711.7 

9 

19.8 

51 

48.2 

97 

7.7 

6.0 

1.7 

NM 

o.; 

WESTERN  ATLAS 

672.6 

18 

1848.5 

13 

36.5 

25 

89.0 

23 

5.4 

5.1 

8.2 

31 

2.: 
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Three  more 
reasons  to  choose 

PowerPC  technology. 


PowerStackJJ  for  Windows  NT,  StarMa^  "/or  Mac  OS  and  PowerStackJJ  for  AIX 

As  if  you  needed  any  more  reasons  to  choose  PowerPC"  architecture,  Motorola  has 
launched  an  entire  line  of  desktops,  workstations  and  servers  running  on  PowerPC 
technology,  including  systems  for  Mac® OS,  Windows  NT® and  AIX?  So  there  are 
en  more  systems  out  there  with  the  definite  advantage  of  PowerPC  performance.  In  fact,  recent 
(TE  magazine  tests  proved  that  the  PowerPC  603e'"  and  604e™  microprocessors  outperformed 
?  Pentium® and  Pentium®  Pro,  respectively.1  Which  is  another  good  reason.  And  both  the  scalable 
sign  and  technology  road  map  of  PowerPC  architecture  mean  you'll  have  wider  ranges  of 
rformance,  power  consumption  and  flexibility  for  years  to  come.  Call  1-800-759-1 107,  ext.  BW, 
visit  http://www.mot.com/computer/  to  find  out  about  PowerPC  systems  from  Motorola  and 
en  more  reasons  to  choose  them. 


® 


96  Motorola,  Inc.  All  rights  reserved.  Motorola  and  %  are  registered  trademarks  and  PowerStack  and 
Max  are  trademarks  of  Motorola,  Inc.  PowerPC  603e,  PowerPC  604e,  PowerPC  and  the  PowerPC  logo  are 
■marks  of  and  are  used  under  license  from  International  Business  Machines  Corporation.  All  other  brand 
product  names  arc  the  trademarks  or  registered  trademarks  of  their  respective  holders. 'August,  1996. 


What  you  never  thought  possible! 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 
QUARTER 
1996 
$  MIL. 


CHANGE  9 

FROM  MONTHS 

1995  1996 

%  $  MIL 


CHANGE 
I  FROM 
1995 

% 


3RD  CHANGE          9  CHANGE 

QUARTER  FROM  MONTHS  FROM 

1996  1995         1996  1995 

$  MIL  %           $  MIL.  % 


RETURN  ON 
COMMON 

3RD       3RD         EQUITY  PRICE-  M 

QUARTER  QUARTER    12  MONTHS  EARNINGS  tt 

1996       1995        ENDING  RATIO 

%          %            9-30  10-25 


12  HEALTH  CARE 


INDUSTRY  COMPOSITE 

65960.0 

12 

196531.9 

12 

6344.9 

24 

18762.5 

15 

9.6 

8.7 

22.3 

26 

i 

(A)  DRUG  DISTRIBUTION 

GROUP  COMPOSITE 

19278.5 

12 

57892.3 

11 

303.9 

29 

1072.5 

16 

1.6 

1.4 

7.6 

40 

C 

BERGEN  BRUNSWIG  (3) 

2618.8** 

18 

7565.3 

17 

18.3 

17 

57.9 

15 

0.7 

0.7 

12.7 

18 

BINDLEY  WESTERN  INDUSTRIES 

1336.3 

1  ,;i 

3743. 1 

4  2 

19 

12  9 

g 

n  3 

n  3 

ft  9 

CARDINAL  HEALTH  (6) 

2428.2 

16 

6951.5 

13 

39.8 

25 

84.7 

-14 

1.6 

1.5 

12.9 

31 

ECKERD  (11) 

1252.4 

10 

4080.9 

13 

16.5 

36 

110.4 

26 

1.3 

1.1 

104.0 

16 

FAY'S  (11) 

253.6 

7 

766.5 

6 

1.4 

116 

-5.4 

NM 

0.6 

0.3 

-4.3 

NA 

1 

LONGS  DRUG  STORES  (1  1  ) 

681 .5 

2076  2 

5 

13  5 

g 

39  2 

o 

9  n 

1  Q 

Q  0 

1  Q 

t 

McKESSON  (9) 

3566.5** 

7 

10550'3 

5 

28.1 

-11 

96.2 

-8 

0.8 

0.9 

13.0 

18 

MELVILLE 

1356.3 

16 

3978.2 

14 

44.9 

249 

176.3 

138 

3.3 

1.1 

-28.3 

NM 

PHAR-MOR  (6) 

264.6 

NA 

781.6 

NA 

-2.2 

NA 

-3.3 

NA 

NM 

NA 

0.3 

NA 

REVCO  D  S  (7) 

1 179.6 

10 

4053  6 

7 

14  4 

71 

70  7 

20 

1  2 

u.o 

Q  A 

OA 

RITE  AID  (10) 

1423.1 

7 

4259.4 

6 

35.2 

14 

124.9 

2 

2.5 

2.3 

14.1 

18 

WALGREEN  (4) 

2917.7 

14 

9085.6 

14 

89.7 

18 

308.1 

15 

3.1 

3.0 

18.7 

25 

(B)  DRUGS  &  RESEARCH 

GROUP  COMPOSITE 

24403.4 

9 

72563.5 

9 

4192.6 

22 

11796.2 

12 

17.2 

15.3 

26  3 

27 

2 

ALLERGAN 

287.5 

5 

835.2 

9 

17.3 

-49 

41.1 

25 

6.0 

12.5 

11.6 

26 

AMERICAN  HOME  PRODUCTS 

3470.9 

7 

10607.6 

6 

491.1 

78 

1371.8 

-14 

14.2 

8.5 

23.7 

27 

AMGEN 

567.0 

1 5 

1646  3 

15 

179  5 

23 

501  8 

28 

31  7 

29  6 

35  6 

27 

i 

BRISTOL-MYERS  SQUIBB 

3745.0 

10 

11110.0 

9 

753.0 

9 

2134.0 

9 

20.1 

20.2 

32.8 

27 

CHIRON 

321.5** 

17 

943.0 

22 

11.8 

NM 

39.9 

NM 

3.7 

NM 

8.0 

64 

C 

GENENTECH 

251.7** 

12 

738.4 

6 

50.9 

27 

110.9 

-8 

20.2 

18.0 

8.0 

48 

1 

LILLY  (ELH 

1803.9 

1 1 

5285  5 

5 

415  6 

34 

1 1 50  5 

16 

23  0 

19  0 

24  7 

9ft 

j 
t 

MERCK 

4983^4 

19 

14422.6 

19 

1001.9 

16 

2837.8 

15 

20.1 

20.7 

32.6 

24 

PFIZER 

2803.0 

10 

8146.0 

12 

514.0 

23 

1425.0 

24 

18.3 

16.5 

30.6 

28 

•— 

PHARMACIA  &  UPJOHN 

1741.2 

1 

5302.7 

1 

;  o ;-;  s 

-12 

336.1 

-52 

11.7 

13.4 

6.1 

54 

c 

RHONF-POIII  FNP  RORFR 

1278  0 

_1 

3896  5 

o 

1 09  3 

l  ft 

1  3 

9Qft  ft 
t-V  O.  3 

9fl 

ft  ft 
o.O 

7  3 

1  A  9 

9Q 

SCHERING-PLOUGH 

1382.2 

10 

4241.5 

11 

291.7 

15 

935.4 

15 

21.1 

20.1 

56.1 

20 

3 

WARNER-LAMBERT 

1768.0 

0 

5388.4 

4 

152.7 

-29 

615.5 

0 

8.6 

12.1 

29.8 

23 

(C)  HEALTH-CARE  SERVICES 

GROUP  COMPOSITE 

9346.7 

18 

27240.7 

21 

209.2 

41 

926.6 

26 

2.2 

1.9 

10.9 

21 

1 

APRIA  HEALTHCARE  GROUP 

306.0 

10 

907.9 

7 

20.7 

NM 

63.0 

NM 

6.8 

NM 

23.1 

11 

1 

BEVERLY  ENTERPRISES 

822.6 

-1 

2431.9 

0 

22.9 

-8 

53.6 

-4 

2.8 

3.0 

-1.3 

NM 

-C 

GRANCARE 

268.4** 

29 

745.7 

23 

9.4 

NM 

24.2 

82 

3.5 

NM 

16.4 

14 

1 

HEALTHSOUTH 

616.9 

19 

1793.8 

22 

61.0 

47 

158.5 

83 

9.9 

8.0 

14.9 

31 

1 

HORIZON/CMS  HEALTHCARE  (7) 

443.6" 

3 

1333.9 

5 

8.1 

NM 

24.0 

NM 

1.8 

NM 

6.7 

13 

0 

INTFGRATFO  MFAITH  SFRVIPF^ 

OCA  O** 
JUU.J 

9H 

1  C\OA  1 

1  Q 

1C  C 
lO.D 

9ft 

i  n 

A  ft 

A  A 

—H .  D 

NM 

MANOR  CARE  (7) 

336.5 

23 

101 1.0 

26 

20.3 

16 

47.6 

-18 

6.0 

6.4 

9.3 

35 

"I 

MEDPARTNERS 

1 182.0 

30 

3495.7 

36 

-151.5 

NM 

-114.5 

NM 

NM 

2.8 

NA 

NA 

ORNDA  HEALTHCORP  (4) 

552.9** 

14 

1653.7 

16 

23.2 

45 

80.0 

38 

4.2 

3.3 

16.2 

16 

1 

QUORUM  MFAITH  GROUP  If,) 
uuunuivi  ntHLin  unuur  \oi 

3i  ft  n 

9ft 

ftft7  A 

9ft 
^O 

1  7  R 
1  /  .  D 

9n 

jj.j 

99 

ft  ft 

O.O 

R  7 

1D.U 

1  Q 
1  r? 

SUN  HEALTHCARE  GROUP 

340.5 

18 

986.3 

20 

-5.6 

NM 

26.1 

-27 

NM 

5.7 

-5.2 

NM 

-0 

TENET  HEALTHCARE  (7) 

1438.6 

12 

4342.3 

32 

72.4 

-39 

169.6 

-16 

5.0 

9.2 

12.7 

12 

J 

UNITED  WISCONSIN  SERVICES 

277.7** 

4 

839.8 

10 

4.3 

-32 

7.8 

63 

1.5 

2.4 

4.6 

35 

IINIVFR^AI  HFAI  TH  SFRVIPFS 

ft** 

jU 

Qft9  1 

9Q 

1  1  7 

ftft 
Do 

3ft 

3  7 
J.  1 

o.  1 

in  7 

1  7 

J.  / 

VENCOR 

650.6 

13 

1911.4 

12 

33.6 

NM 

92.0 

NM 

5.2 

NM 

14.4 

18 

J 

WELLPOINT  HEALTH  NETWORK 

1130.7** 

47 

3013.7 

29 

45.1 

-13 

155.0 

-7 

4.0 

6.7 

20.7 

13 

2 

(D)  MEDICAL  PRODUCTS 

GROUP  COMPOSITE 

12931.4 

11 

38835.3 

11 

1639.2 

26 

4967.1 

21 

12.7 

11.2 

24.2 

24 

1 

ABBOTT  LABORATORIES 

2646.2 

11 

8017.6 

8 

420.9 

10 

1371.4 

12 

15.9 

16.0 

39.6 

21 

2 

BARD  (C.  R.) 

295.8 

7 

880.2 

4 

11.4 

-19 

66.0 

3 

3.9 

5.1 

15.2 

19 

1 

BAUSCH  &  LOMB 

477.2 

0 

1492.0 

1 

14.4 

-67 

67.2 

-42 

3.0 

9.1 

6.9 

31 

1 

BAXTER  INTERNATIONAL 

1310.0 

4 

3944.0 

7 

137.0 

NM 

417.0 

87 

10.5 

0.9 

14.9 

20 

2 

BOSTON  SCIENTIFIC 

373.7 

32 

1053.3 

28 

67.8 

37 

90.4 

163 

18.2 

17.4 

7.8 

NM 

0 

GUIDANT 

260.1 

1  1 

777.7 

14 

41.2 

47 

23.5 

-67 

15.8 

12.0 

14.6 

57 

0 

JOHNSON  &  JOHNSON 

5402.0 

14 

16118.0 

15 

750.0 

20 

2331.0 

20 

13.9 

13.2 

27.3 

22 

2 

MALLINCKRODT  (6) 

541.4 

10 

1731.3 

7 

36.1 

1 

153.3 

15 

6.7 

7.3 

15.7 

17 

2 

MEDTRONIC  (8) 

r.fii,  ■;. 

14 

1726.2 

19 

127.4 

31 

361.9 

41 

21.2 

18.5 

24.4 

32 

1 

OWENS  &  MINOR 

744.1 

1 

2265.4 

2 

3.8 

NM 

8.2 

NM 

0.5 

NM 

-4.8 

NM 

0 

U.  S.  SURGICAL 

280.0 

10 

829.6 

9 

29.2 

13 

77.3 

30 

10.4 

10.2 

7.7 

34 

1 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  COMPOSITE 

14586.4 

13 

41085.4 

12 

896.1 

20 

1250.9 

-35 

6.1 

5.8 

12.9 

25 

1. 

(A)  BUILDING  MATERIALS 

GROUP  COMPOSITE 

9679.2 

11 

27483.1 

9 

717.9 

16 

954.8 

-40 

7.4 

7.1 

15.6 

27 

1. 

AMERICAN  STANDARD 

1485.0 

13 

4368.0 

12 

57.0 

33 

-86.0 

NM 

3.8 

3.3 

NM 

NM 

-0 

LAFARGE 

576.3 

1 3 

1200.9 

9 

84  6 

-1 

89.7 

-4 

14.7 

16.8 

12.8 

10 

1. 

NORTEK 

248.2 

28 

729.4 

27 

6.5 

25 

14.7 

35 

2.6 

2.7 

17.5 

9 

1. 

OWENS  CORNING 

1025.0 

11 

2830.0 

7 

80.0 

14 

-354.0 

NM 

7.8 

7.6 

NM 

NM 

[1 

PLY  GEM  INDUSTRIES 

230.1 

9 

584.2 

1 

6.9 

204 

8.4 

NM 

3.0 

1.1 

0.3 

NM 

0 

PPG  INDUSTRIES 

1801.2 

4 

5463  ' 

2 

191.1 

12 

591.9 

-2 

10.6 

9.9 

29.4 

14 

3. 

RPM  (7) 

329.2 

16 

901.3 

13 

24.0 

20 

56.6 

18 

7.3 

7.1 

15.8 

18 

0. 

SHERWIN-WILLIAMS 

1171.0 

28 

3174.0 

25 

88.6 

18 

190.0 

14 

7.6 

8.2 

17.3 

20 

2. 
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)ur  Business  Is  Helping  Y)urs 
Buy  What  Money  Carit 

Up  the  road  ahead, 
there  are  some  challenging 
opportunities  for  your  busi- 
ness. And  money  alone  can 
only  take  you  so  far.  When 
you  need  help  beyond  creative 
financing,  we  can  make 
sure  you're  headed  in  the 
right  direction.  After  all,  we 
get  involved  in  areas  most 
financial  service  companies 
wouldn't  dream  of  to  provide 
value.  Like  helping  a  major  shipping  company  establish  a  distribution  network  to  ensure  adequate 
e  parts  availability.  Or  helping  a  leading  mortgage  company  make  housing  more  affordable  for 
income  families  and  dra  matically  i  ncreasing  its  affordable  lendi  ng. 

At  GE  Capital  Services,  toe  re  26  diversified  businesses.  And  each  one  is  dedicated  to  developing 
delivering  products  and  services  that  help  make  your  dollar  worth  more  than  a  dollar.  Ifyoure  looking 
ome  smart  business  help,  call  1-800-243-2222.  And  let  us  give  you  a  few  of  the  things  money  cant  buy. 


GE  Capital  Services 

Our  Business  Is  Helping  Yours' 


AMERICOM   •   AUTO  FINANCIAL  SERVICES  •  AVIATION  SERVICES  •   COMMERCIAL  EQUIPMENT  FINANCING  •  COMMERCIAL  FINANCE 
COMMERCIAL  REAL  ESTATE  FINANCING  AND  SERVICES  •  CONSOLIDATED  FINANCIAL  INSURANCE  •  CONSUMER  FINANCIAL  SERVICES 
EMPLOYERS  REINSURANCE  CORPORATION  •  EQUITY  CAPITAL  GROUP  •  FINANCIAL  GUARANTY  INSURANCE  COMPANY  •   FLEET  SERVICES 
GE  CAPITAL  HAWAII  •  GENSTAR  ■  GLOBAL  CONSUMER  FINANCE  •  GLOBAL  PROJECT  &  STRUCTURED  FINANCE  •  GNA  •  MODULAR  SPACE 
MORTGAGE  INSURANCE  •  MORTGAGE  SERVICES  •  PENSKE  TRUCK  LEASING  •  RAILCAR  SERVICES  •  RETAILER  FINANCIAL  SERVICES 
TECHNOLOGY  MANAGEMENT  SERVICES  •  TIP/TRANSPORT  INTERNATIONAL  POOL  •  VENDOR  FINANCIAL  SERVICES 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 
QUARTER 
1996 
$  MIL 


CHANGE  9 

FROM  MONTHS 

1995  1996 

%  $  MIL. 


CHANGE         3RD  CHANGE          9  CHANGE 

fROM  QUARTER  FROM  MONTHS  FROM 

1995         1996  1995         1996  1995 

%  $  MIL.  %           $  MIL  % 


RETURN  ON 
COMMON 

EQUITY  PRICE- 


3RD  3RD         EQUITY       PRICE-  M 

QUARTER  QUARTER  12  MONTHS  EARNINGS  EA 

1996  1995        ENDING  RATIO 

%  %           9-30         10-25  S 


TECUMSEH  PRODUCTS 

408.7 

4 

1395.8 

5 

27.2 

9 

92.1 

-3 

6.7 

6.3 

12.6 

1 1 

TEXAS  INDUSTRIES  (7) 

248.0** 

6 

744.1 

12 

19.9 

16 

61.3 

45 

8.0 

7.3 

18.8 

8 

USG 

678.0 

8 

1922.0 

4 

13.0 

NM 

'2.0 

NM 

1.9 

NM 

NM 

NM 

E 

VALSPAR  (2) 

247.5 

14 

6 

18.2 

18 

38.6 

17 

7.4 

7.2 

22.0 

21 

VULCAN  MATERIALS 

443.6 

5 

1171.4 

7 

62  1 

5 

140.8 

15 

14.0 

14.0 

22.5 

12 

YORK  INTERNATIONAL 

787.3 

10 

2377.1 

13 

38.8 

30 

108.7 

29 

4.9 

4.2 

-9.7 

NM 

-i 

(B)  CONSTRUCTION  &  REAL  ESTATE 

GROUP  COMPOSITE 

4907.2 

18 

13602.2 

16 

178.3 

39 

296.2 

-1 1 

3.6 

3.1 

8.6 

18 

i 

CENTEX (9) 

1001.6** 

27 

2719.1 

19 

28.2 

94 

65.8 

110 

2.8 

1.9 

10.9 

11 

CHAMPION  ENTERPRISES 

273.8 

27 

723.4 

22 

13.3 

38 

32.8 

36 

4.9 

4.5 

27.7 

17 

i 

CLAYTON  HOMES  (6) 

236.2 

10 

738.4 

18 

25.6 

13 

87.1 

19 

10.8 

10.5 

16.9 

14 

i 

FLEETWOOD  ENTERPRISES  (8) 

751.2 

7 

2136.9 

2 

29.3 

44 

54.8 

0 

3.9 

2.9 

16.8 

20 

i 

KAUFMAN  &  BROAD  HOME  (1) 

481.4 

29 

1266.2 

38 

13.3 

93 

-81.1 

NM 

2.8 

1.8 

-23.3 

NM 

-i 

LENNAR  (1) 

320.1** 

56 

804.9 

35 

23.9 

52 

59.4 

18 

7.5 

7.7 

11.9 

10 

2 

M.D.C.  HOLDINGS 

233.3** 

0 

670.3 

5 

5.6 

1 

14.5 

4 

2.4 

2.4 

8.5 

8 

C 

PULTE 

625.2** 

15 

1646.0 

21 

16.4 

1 

37.9 

50 

2.6 

3.0 

8.6 

11 

RYLAND  GROUP 

402.5 

0 

1144.1 

1 

4.5 

560 

10.8 

NM 

1.1 

0.2 

-4.8 

NM 

-0 

U.S.  HOME 

317.7** 

11 

883.7 

9 

12.1 

23 

31.5 

22 

3.8 

3.4 

12.3 

6 

WEBB  (DEL  )  (6) 

264.3** 

28 

869.3 

30 

6.0 

-8 

-17.4 

NM 

2.3 

3.2 

-3.1 

NM 

-0 

14  LEISURE  TIME  INDUSTRIES 

INDUSTRY  COMPOSITE 

25921.9 

8 

72734.9 

8 

2045.7 

26 

4965.8 

18 

7.9 

6.8 

12.1 

24 

1 

(A)  EATING  PLACES 

GROUP  COMPOSITE 

5505.2 

7 

15705.1 

8 

581.7 

17 

1545.2 

17 

10.6 

9.7 

15.9 

22 

1 

BRINKER  INTERNATIONAL  (6) 

308.7 

7 

892.5 

7 

16.4 

5 

48.7 

-9 

5.3 

5.4 

5.8 

38 

0 

CRACKER  BARREL  OLD  COUNTRY  STORE  (5)  282.2 

28 

722.3 

21 

17.9 

-22 

46.7 

-7 

6.4 

10.4 

11.7 

21 

1 

DARDEN  RESTAURANTS  (7) 

805.6 

-4 

2430.1 

-2 

20.5 

NM 

90.6 

NM 

2.5 

NM 

8.6 

13 

0 

HOST  MARRIOTT  SERVICES 

335.1 

8 

885.2 

10 

15.0 

9 

13.4 

191 

4.5 

4  4 

NM 

NM 

-1 

MCDONALD'S 

2773.8 

8 

7864.9 

9 

440.6 

10 

1162.6 

10 

15.9 

15.5 

18.3 

21 

2 

OUTBACK  STEAKHOUSE 

236.7 

24 

689.3 

28 

17.7 

25 

52.8 

28 

7.5 

7.4 

22.9 

17 

1 

SHONEY'S  (2) 

256.6 

1 

812.5 

0 

6.6 

-19 

14.7 

-34 

2.6 

3.2 

NM 

95 

0 

WENDY'S  INTERNATIONAL 

506.6* * 

12 

1408.4 

9 

46.9 

30 

115.7 

26 

9.3 

8.0 

13.7 

21 

1 

(b)  entertainment 

group  composite 
v[acom~~~~~~~~~~~ 

(c)  hotel  &  motel 


3351.8 

~33-5"r8" 


13  8885.1 

13  8885.1 


102.1 

102.1 


32 

32 


142.7 

1~42.7 


3.0 

~3~0 


_2.6_ 

2.6 


0.8 

"o~8  ' 


NM_ 

NM 


GROUP  COMPOSITE 

5725.4 

8 

16992.5 

8 

305.5 

18 

927.6 

23 

5.3 

4.9 

13.1 

25 

1. 

BALLY  ENTERTAINMENT 

306.7'* 

7 

891.1 

17 

27.6 

62 

54.2 

78 

9.0 

5.9 

32.0 

20 

i 

CIRCUS  CIRCUS  ENTERPRISES  (11)  t 

322.4 

0 

979.1 

10 

7.3 

0 

86.4 

11 

2.3 

2.3 

10.3 

27 

HARRAH'S  ENTERTAINMENT 

429.2 

1 

1213.5 

4 

42.4 

-17 

103.7 

-10 

9.9 

12.1 

9.8 

28 

HILTON  HOTELS 

453.5** 

18 

1353.4 

14 

54.5 

120 

150.3 

37 

12.0 

6.4 

15.8 

27 

1 

in 

1665.0 

3 

4805.0 

4 

67.0 

0 

183.0 

31 

4.0 

4,1 

7.5 

22 

1 

MARRIOTT  INTERNATIONAL 

2210.0 

15 

6725.0 

11 

58.0 

26 

196.0 

25 

2.6 

2.4 

22.4 

27 

MIRAGE  RESORTS 

338.6 

1 

1025.4 

4 

48.7 

8 

153.9 

23 

14.4 

13.5 

14.9 

22 

1 

(D)  OTHER  LEISURE 

GROUP  COMPOSITE 

11339.5 

8 

31152.3 

9 

1056.4 

35 

2350.3 

20 

9.3 

7.5 

16.0 

21 

1. 

AMERICAN  GREETINGS  (10) 

466.5 

8 

1450.5 

6 

11.4 

-24 

84.5 

-12 

2.5 

3.5 

8.2 

21 

1. 

BRUNSWICK 

763.6 

10 

2360.8 

5 

40.5 

16 

156.7 

41 

5.3 

5.0 

15.6 

13 

CARNIVAL  (1) 

772.0 

15 

1737.6 

12 

268.1 

28 

451.5 

23 

34.7 

31.2 

18.2 

16 

COLEMAN 

269.6** 

27 

995.8 

33 

-48.5 

NM 

-5.4 

NM 

NM 

4.3 

-4.5 

NM 

EASTMAN  KODAK 

4149.0 

9 

11654.0 

7 

410.0 

21 

1124.0 

15 

9.9 

8.9 

28.8 

18 

4. 

HARLEY-DAVIDSON 

385.8** 

18 

1449.7 

48 

33.2 

42 

106.1 

32 

8.6 

7.2 

23.9 

25 

1. 

HARMAN  INTERNATIONAL  INDUSTRIES  (6)  338.0 

12 

1050.5 

10 

7.6 

28 

38.2 

23 

2.2 

2.0 

17.2 

16 

3. 

HASBRO 

845.1 

2 

1895.4 

3 

70.5 

11 

100.8 

43 

8.3 

7.7 

11.8 

18 

2. 

IMATION 

559.3 

2 

1696.6 

1 

11.8 

NM 

-19.9 

NM 

2.1 

NM 

-9.7 

NM 

-2 

MATTEL 

1232.2 

5 

2595.4 

5 

I  0 

11 

264.2 

7 

13.6 

12.9 

28.4 

21 

1. 

MUSICLAND  STORES 

366.6 

3 

1122.6 

8 

-16.1 

NM 

-75.2 

NM 

NM 

NM 

-43.5 

NM 

POLAROID 

569.1 

-2 

1611.8 

3 

34.2 

44 

2.0 

NM 

6.0 

4.1 

-16.4 

NM 

ROYAL  CARIBBEAN  CRUISES 

366.2 

8 

1038.8 

16 

53.1 

7 

124.1 

-6 

14.5 

14.7 

14.6 

12 

TYCO  TOYS 

256.4 

13 

492.7 

0 

12.5 

126 

-1.4 

NM 

4.9 

2.5 

-6.8 

NM 

15  MANUFACTURING 

INDUSTRY  COMPOSITE 

39483.1 

9 

116139.3 

10 

2719.7 

21 

8107.0 

27 

6.9 

6.2 

20.9 

17 

2-! 

(A)  GENERAL  MANUFACTURING 

GROUP  COMPOSITE 

12765.7 

7 

37548.3 

8 

1090.6 

13 

3127.3 

33 

8.5 

8.1 

19.7 

22 

2.: 

ALLIANT  TECHSYSTEMS  (9) 

272.5 

2 

865.6 

-1 

13.6 

20 

47.4 

NM 

5.0 

4.3 

34.1 

NM 

.4.: 

AVERY  DENNISON 

819.3 

5 

2413.6 

3 

46.6 

30 

128.2 

21 

5.7 

4.6 

20.1 

21 

3  1 

CARLISLE 

252  6 

17 

740.0 

22 

15.5 

24 

42.6 

27 

6.1 

5.8 

18.6 

16 

3.- 

CORNING 

919.2** 

-13 

2685.5 

9 

95.2 

-6 

251.6 

NM 

10.4 

9.6 

16.1 

26 

1.. 

DURACELL  INTERNATIONAL  (6) 

596.9 

11 

1563.5 

12 

65.9 

23 

136.7 

9 

11.0 

9.9 

18.3 

31 

2. 

FEDERAL  SIGNAL 

230.3 

11 

673.4 

13 

15.9 

9 

43.7 

10 

6.9 

7.0 

21.3 

21 

Ml 

HARSCO  t 

395.8 

6 

1150.2 

4 

29.1 

58 

89.5 

31 

7.4 

4.9 

17.9 

14 

4.. 

HILLENBRAND  INDUSTRIES  (1) 

404.1 

1 

1262.1 

5 

34.7 

34 

101.7 

25 

8.6 

6.5 

15.5 

24 

1.! 

ILLINOIS  TOOL  WORKS 

1238.3 

18 

3700.0 

20 

122.8 

23 

352.0 

25 

9.9 

9.5 

21.1 

19 

3. 

MARK  IV  INDUSTRIES  (10) 

577.1 

13 

1729.0 

14 

26.7 

11 

75.9 

14 

4.6 

4.7 

13.2 

15 

i.a 

MINNESOTA  MINING  &  MFG. 

3623.0 

8 

10613.0 

5 

398.0 

17 

1141.0 

10 

11.0 

10.1 

22.4 

22 

3vS| 
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GET 
BEHIND 


If  your  mainframe -based  enterprise  has  expanded  to  include  thousands  of  PCs  and  servers, 
while  your  internal  resources  haven't,  call  Vanstar,  the  distributed  computing  experts. 

Vanstar  offers  the  network  management  and  life  cycle  sendees  you  need  to  manage  growth: 
consulting  and  design,  network  planning,  integration,  procurement,  financing,  installation,  and 
deskside  support.  Everything  you  need  to  break  free  of  your  internal  constraints. 

With  Vanstar,  you  choose  as  much,  or  as  little,  of  our  expertise  as  you  need  to  master 
your  distributed  computing  environment.  That  flexibility  is  why  hundreds  of  Fortune 
1000  companies  have  selected  Vanstar. 

To  learn  how  you  can  stay  ahead,  please  visit  us  at  www.vanstar.com/8ball  or  call  us 
at  1-800-994-2345.  We'll  help  you  make  a  clean  break. 


Vanstar  Corporation.  Visit  our  web  site:  www.vanstar.com/8ball 


CORPORATE  SCOREBOARD 


COMPANY                                       SALES   PROFITS  

MiBCMC  RETURN  ON 

MARGINS  C0MM0N 

3RD  CHANGE  9  CHANGE  3RD  CHANGE  9  CHANGE  3RD  3RD  EQUITY  PRICE-  MO  IS 

QUARTER  FROM  MONTHS  FROM  QUARTER  FROM  MONTHS  FROM  QUARTER  QUARTER  12  MONTHS  EARNINGS  EAR'B 

1996  1995  1996  1995  1996  1995  1996  1995  1996  1995  ENDING  RATIO  M 

$  MIL.  %  $  MIL  %  $  MIL  %  $  MIL  %           %  %  9-30  10-25  SlB 

NEWELL                                             761.9  17  2115.2  16  74~6  15  175.5  12  9~8  1O0  173  19  1M 

PARKER  HANNIFIN  (6)                            959.3  14  2882.3  11  51.1  -11  185.0  -3  5.3  6.8  16.4  12  3B 

POLARIS  INDUSTRIES                             299.1            3  894.2  8  15.9  -14  45.5  3  5.3  6.4  _  43.5  9  2§ 

RUBBERMAID                                       u32  /  "-T   "  1739.5""  -1  ~46~f  ~  ~-8~  r3~2~5~  -1  7.3  7~8~  5~8  56  o'l 

TRINOVA                                            493.0  12  1523.0  6  20.8  9  78.2  5  4.2  4.3  23.3  9  3$ 

TUPPERWARE                                      290.6           0  998.6  3  18.1  -1  100.3  4  6.2  6.3  71.4  17  21 

(B)  MACHINE  &  HAND  TOOLS 

GROUP  COMPOSITE  4015.7           5  12026.9  7  204.1  55  515.0  14  5.1  3.4  14.7  17  1.1 

BLACK  &  DECKER  1186.7           2  3459.6  4  55.7  72  68.6  -14  4.7  2.8  14.8  18  2~S 

DANAHER                                           470.8  28  1315.2  24  33.6  18  93.0  22  7.1  7.7  16.3  20  2B 

KENNAMETAL  (6)                                  275.2           8  841.1  7  15.2  11  57.4  -3  5.5  5.4  15.7  13  2* 

LINCOLN  ELECTRIC  _                           270.9           9  834.2  19.7  34  56.5  17  7.3  5.9  18.5  10  2j| 

NACCO  INDUSTRIES                               537.0           0  1657.4  6  7.6  -44  34.5  -16  1.4  2.5  15.0  7  ~6fl 

SNAP-ON                                            347.2**  12  1076.1  14  30.8  17  94.9  15  8.9  8.5  15.6  16  2.1 

SPX                                                  255.0  -5  857.9  2  3.8  -9  10.1  27  1.5  1.6  0.5  NM  01 

STANLEY  WORKS                                  672.9           3  1985.4  2  37.7  NM  99.9  71  5.6  NM  12.8  25  1.1 

(C)  SPECIAL  MACHINERY 

GROUP  COMPOSITE                      19457.2  11  57431.9  12  1322.8  23  4031.9  22  6.8  6.1  23.7  13  3.; 



AGCO                                                606.5  22  1678.8  10  31.3  -14  89.4  -6  5.2  7.3  17.2  11  2.1 

APPLIED  MATERIALS  (2)  1115.4  24  3283.9  58  169.1  21  526.5  76  15.2  15.5  29.7  7  3.1 

CASE  1199.0**         1  3836.0  2  62.0  -30  247.0  -8  5.2  7.4  18.5  11  4.1 

CATERPILLAR  4030.0           8  12054.0  2  310.0  46  980.0  17  7.7  5.7  33.8  11  6.1 

COLTEC  INDUSTRIES                              298.6           8  897.5  4  18.1  NM  37.4  37  6.1  NM  NM  20  O.I 

DEERE  (2)  2904.6**         9  8310.8  10  204.5  14  643.4  16  7.0  6.7  23.4  14  3.1 

DOVER  1009.4           8  3032.3  11  144.3  103  309.9  48  14.3  7.6  27.9  16  3.1 

DRESSER  INDUSTRIES  (2)  1638.0  14  4730.5  18  68.3  52  172.1  34  4.2  3.1  17.0  22  l.| 

FMC  1278.1            9  3678.0  11  59.3  3  173.5  -10  4.6  4.9  26.3  13  5. 

HARNISCHFEGER  INDUSTRIES  (2)              786.7  41  2172.1  39  37.7  0  94.4  53  4.8  6.7  19.6  15  2. 

INGERSOLL-RAND  1595.8           5  4962.5  21  81.9  33  248.7  42  5.1  4.1  17.9  14  3. 

LAM  RESEARCH  (6)                               282.8           7  1005.9  36  10.6  -65  87.8  2  3.8  11.6  19.5  6  4. 

PENTAIR                                            411.0  16  1140.2  11  18  6  21  52.2  23  4.5  4.3  13.4  15  1. 

STEWART  &  STEVENSON  SERVICES  (11)     240.8  -25  761.6  -15  -7.7  NM  12.9  -75  NM  5.3  6.0  24  0, 

TIMKEN                                              581.4  12  1778.9  6  31.8  67  99.9  18  5.5  3.7  14.6  11  4. 

TYCO  INTERNATIONAL  (6)  1479.2  22  4108.9  14  83.1  26  256.8  27  5.6  5.4  16.9  23  2. 

(D)  TEXTILES 

GROUP  COMPOSITE  3244.5  11  9132.3  7  102.2  43  432.8  70  3.2  2.4  18.6  12 

COLLINS  &  AIKMAN  (11)                         347.6  31  1020.4  12  11.8  26  194.2  228  3.4  3.5  NM  2  3. 

FIELDCREST  CANNON                           285.2           2  813.0  0  -2.7  NM  -1.3  NM  NM  NM  -10.8  NM  -2. 

INTERFACE                                          275.0  35  717.5  20  7.6  42  17.3  20  2.8  2.6  8.9  15  1. 

MOHAWK  INDUSTRIES                            471.2  11  1329.4  8  14.8  123  36.5  121  3.1  1.6  8.7  33  0. 

SHAW  INDUSTRIES                                881.5  18  2325.0  7  24.2  10  36.7  -19  2.7  2.9  7.7  28  0. 

SPRINGS  INDUSTRIES                            569.2  -9  1697.7  4  22.6  6  77.9  71  4.0  3.4  13.4  9  5. 

UNIFI  (6)                                            414.7           7  1229.2  3  24.0  254  71.4  -1  5.8  1.7  16.2  19  1. 

16  METALS  &  MINING 


INDUSTRY  COMPOSITE 

19747.6 

-1 

59512.4 

-1 

578.5 

-36 

2063.8 

-35 

2.9 

4.5 

11.3 

15 

1.' 

(A)  ALUMINUM 

GROUP  COMPOSITE 

6995.3 

-1 

21075.6 

3 

145.5 

-64 

752.2 

-38 

2.1 

5.7 

12.7 

17 

2. 

ALUMAX 

809.1 

5 

2463.1 

13 

52.4 

22 

230.9 

20 

6.5 

5.6 

17.0 

6 

5 

ALUMINUM  CO.  OF  AMERICA 

3240.6 

-1 

9803.3 

4 

68.4 

-70 

378.8 

-41 

2.1 

6.9 

12.1 

20 

3.< 

KAISER  ALUMINUM 

553.4 

1 

1652.1 

0 

-6.6 

NM 

11.5 

-71 

NM 

2.3 

33.7 

34 

0.1 

MAXXAM 

641.2 

1 

1921.1 

2 

5.3 

-50 

28.0 

-20 

0.8 

1.7 

NM 

8 

5. 

REYNOLDS  METALS 

1751.0 

-5 

5236.0 

-2 

26.0 

-77 

103.0 

-66 

1.5 

6.1 

7.2 

24 

2 

(B)  STEEL 

GROUP  COMPOSITE 

10341.0 

2 

30916.8 

-1 

319.6 

-25 

673.9 

^3 

3.1 

4.2 

9.1 

17 

1.1 

AK  STEEL  HOLDING 

559.3 

7 

1693.6 

-2 

39.7 

-41 

115.2 

-46 

7.1 

12.8 

22.0 

6 

5.' 

ARMCO 

429.2 

6 

1310.4 

13 

9.9 

NM 

12.8 

-60 

2.3 

NM 

NM 

NM 

-OJ 

BETHLEHEM  STEEL 

1174.6 

4 

3530.0 

-5 

11.0 

-68 

37.7 

-74 

0.9 

2.8 

2.3 

31 

o.;| 

BIRMINGHAM  STEEL  (6) 

233.4 

13 

661.3 

-1 

6.3 

-22 

-4.7 

NM 

2.7 

3.9 

-0.9 

NM 

0. 

COMMERCIAL  METALS  (4) 

574.8** 

-4 

1732.1 

2 

13.2 

29 

35.2 

11 

2.3 

1.7 

14.3 

10 

3.( 

INLAND  STEEL  INDUSTRIES 

1118.0 

-  1 

3461.9 

-5 

17.3 

-14 

68.2 

-44 

1.5 

1.8 

10.4 

g 

l.'fl 

LTV 

1048.9 

1 

3117.1 

-4 

29.4 

-32 

74.7 

-53 

2.8 

4.2 

7.5 

10 

l.lfl 

LUKENS 

234.4 

-8 

754.5 

-4 

-4.1 

NM 

-14.2 

NM 

NM 

3.4 

-3.6 

NM 

-OJ 

NATIONAL  STEEL 

735.9 

2 

2187.5 

-1 

24.3 

56 

19.1 

-79 

3.3 

2.2 

4.5 

17 

0.! 

NUCOR 

937.4 

9 

2724.7 

b 

57.9 

-8 

165.7 

-17 

(:,  2 

7.3 

16.2 

18 

2.:j 

QUANEX  (2) 

-1 

632.6 

-5 

9.1 

-5 

21.3 

-11 

4.1 

4.2 

16.9 

12 

2.: 

ROUGE  STEEL 

320.2 

13 

-; 

10 

13.4 

-60 

31.9 

-62 

4.2 

11.9 

10.1 

11 

1.! 

USX-U.  S.  STEEL  GROUP 

1611.0 

-1 

4782.0 

-1 

70.0 

-19 

148.0 

-39 

4.3 

5.3 

13.5 

12 

2.: 

WALTER  INDUSTRIES  (7) 

369.7 

-3 

1097.0 

-2 

10  2 

NM 

-68.2 

NM 

2.8 

0.1 

-24.2 

NM 

-l.'fl 

WEIRTON  STEEL 

366.2 

7 

1042.7 

3 

-7.7 

NM 

-32.1 

NM 

NM 

2.1 

-14.7 

NM 

-0.( 

WORTHINGTON  INDUSTRIES  (7) 

402.6 

24 

1200.1 

9 

19.6 

-9 

63.2 

-25 

4.9 

6.6 

13.4 

22 

o.<P 
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We  Can  Help  You  Run  Your  Empire. 
(All  1900  Square  Feet  Of  It.)  if  you  have  your 


own  business,  you  should  have  a  MasterCard  BusinessCard." 

MasterCard, 

BusinessCard 

It's  accepted  at  three  times  as  many  places  3^§b  ^Q 


0000  SJI£/96  jCi^H^ 

SiHOt  6USER  \Jj^ 
TSUUltB  «H£EIS,  1KC 


as  the  American  Express"  Corporate  Card,  to  meet  more  of 


your  business  needs.  Plus,  you'll  get 


primary  car  rental  insurance  and 


f  medical  coverage  with  a  MasterCard 


BusinessCard.  (Amex  won't  give  you 


that.)  But  the  best  part  is,  when  your  bill  comes,  you  decide  how 


much  of  it  you're  going  to  pay  off  that  month.  Hey,  you're  the  boss. 


MasterCard.  It's  more  than  a  credit  card.  It's  smart  money.7" 


For  more  information,  call  MasterCard  International  at  1-800-727-8825,  ext.  10. 

C>t9V5  M^hrCiifd  lnlcrtnunmi.il  Incorporated 


(8 


MasterCard,  proud  sponsor  of  world  class  golf  events. 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

L  UMMUH 

EQUITY 

price-  mm 

QUARTER 

IKdM 

month:. 

FROM 

QUARTER 

IK  DM 

MONTHS 

EROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS  EARl 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO  ifl 

$  MIL 

% 

$  MIL. 

% 

$  MIL. 

% 

$  MIL. 

% 

% 

% 

9-30 

10-25  SHB 

(C)  OTHER  METALS 

GROUP  COMPOSITE 

2411.3 

-14 

7520.0 

-10 

113.5 

48 

637.6 

-19 

4.7 

2.7 

12.7 

10  4.1 

ASARCO 

647.8 

-21 

2045.2 

-15 

6.0 

-90 

114.0 

-37 

0.9 

7.1 

6.1 

11  2~| 

CYPRUS  AMAX  MINERALS 

MV.,  0 

-15 

2090.0 

-15 

14.0 

NM 

129.0 

361 

2.1 

NM 

8.5 

11  | 

PHELPS  DODGE 

853.6 

-21 

2816.0 

-10 

80.2 

-62 

359.6 

-35 

9.4 

19.7 

20.3 

8  8Jl 

PRECISION  CASTPARTS  (9) 

244.9 

83 

568.8 

45 

13.3 

40 

35.0 

31 

5.4 

7.1 

14.9 

21  2* 

17  NONBANK  FINANCIAL 


INDUSTRY  COMPOSITE 

93255.2 

9 

274607.5 

10 

6661.1 

2 

22412.3 

17 

7.1 

7.6 

15.1 

14 

3J 

(Al  FINANCIAL  SERVICES 

rnniin  f*f\KADf\C  ITC 

bKUUr  LUMrUol  1  L 

1 U 

1  A  A  CQ.C  Q 

"7 

O.  / 

o.y 

iy.  / 

ALEXANDER  &  ALEXANDER  SERVICES 

317.9 

6 

967.4 

2 

13.1 

-25 

47.7 

-42 

4.1 

5.8 

6.7 

23 

0.1 

ALLEGHANY 

538.7 

20 

1531.8 

22 

19.9 

-15 

59.5 

44 

3.7 

5.2 

7.7 

14 

14.1 

AMCDIPAM  CVDDCCC 

AMtNILAN  CArKtbb 

4056.0** 

0 

2 

458.0 

10 

1307.0 

1 1 

1 1 .3 

10.3 

21.2 

14 

3.1 

ACcnriiiTcc  cidct  paditai 
AboULlAlbo  MKbl  LArllAL 

1843.6 

1 8 

5205.6 

1 6 

230.2 

1 7 

622.7 

1 8 

12.5 

12.6 

1 5.0 

NA 

AT&T  CAPITAL 

470.6 

19 

1370.5 

20 

40.5 

25 

115.3 

35 

8.6 

8.2 

12.9 

NA 

3.1 

BEAR  STEARNS  (6) 

1236.2 

15 

3935.5 

23 

108.4 

16 

400.1 

50 

8.8 

8.7 

20.8 

7 

3.1 

BtNtrlLIAL 

476.7** 

1 7 

1503.0 

3 1 

67.9 

i  5 

257.7 

/y 

14.2 

14.8 

17.0 

1 2 

4.1 

dlULK  IH&K)  (8) 

225.5 

1 2 

1447.6 

1 8 

-52.2 

NM 

1 28.0 

NM 

o  a 

22 

1  1 

CAPITAL  ONE  FINANCIAL 

395.0 

49 

1007.6 

39 

38.8 

14 

115.0 

30 

9.8 

12.8 

21.8 

14 

2.1 

DEAN  WITTER.  DISCOVER 

1526.0** 

5 

4615.2 

9 

239.0 

9 

723.6 

7 

15.7 

15.1 

18.2 

1 1 

5.1 

DONALDSON,  LUFKIN  &  JENRETTE 

771.0 

12 

2538.1 

29 

56.1 

34 

218.2 

80 

7.3 

6.1 

19.1 

7 

4. 

EDWARDS  (A.G.)  (10) 

407.1 

12 

1240.8 

27 

52.2 

21 

157.6 

42 

12.8 

12.0 

17.5 

10 

3. 

EQUIFAX 

455.0 

10 

1321.3 

10 

45.8 

21 

123.8 

20 

10.1 

9.2 

47.7 

26 

1.1 

FANNIE  MAE 

6316.6** 

12 

18527.4 

13 

690.6 

14 

2041.0 

17 

10.9 

10.7 

22.1 

17 

2.1 

FEDERAL  HOME  LOAN  MORTGAGE 

3130.0'* 

25 

8859.0 

27 

312.0 

12 

937.0 

17 

10.0 

11.1 

19.9 

15 

6. 

FIRST  AMERICAN  FINANCIAL 

411.3** 

24 

1172.1 

32 

13.8 

48 

41.8 

NM 

3.3 

2.8 

15.9 

9 

4 

FRANKLIN  RESOURCES  (3) 

390.8** 

16 

1296.0 

23 

84.5 

15 

240.8 

17 

21.6 

21.9 

23.7 

19 

3 

HOUSEHOLD  INTERNATIONAL 

1241.7 

-5 

3724.3 

-5 

139.9 

18 

375.0 

17 

11.3 

9.0 

19.0 

18 

4 

LEHMAN  BROTHERS  HOLDINGS  ( 1 ) 

3586.0 

4 

10448.0 

6 

77.0 

8 

289.0 

66 

2.1 

2.1 

10.6 

9 

2. 

MARSH  &  McLENNAN 

989.0 

7 

3096.5 

10 

102.6 

12 

360.9 

14 

10.4 

9.9 

24.6 

16 

6. 

MERRILL  LYNCH 

6201.0** 

14 

18410.0 

14 

331.0 

10 

1174.0 

45 

5.3 

5.5 

24.3 

9 

7. 

MORGAN  STANLEY  GROUP  (1) 

3316.0 

14 

10017.0 

IMA 

219.0 

5 

793.0 

NA 

6.6 

7.2 

19.3 

9 

5.1 

PAINEWEBBER  GROUP 

1375.2** 

0 

4236.4 

7 

80.2 

3 

272.9 

NM 

5.8 

5.7 

19.8 

7 

3. 

SALLIE  MAE 

820.4 

-11 

2482.2 

-10 

101.2 

17 

311.9 

18 

12.3 

9.3 

50.9 

12 

7. 

SALOMON 

1960.0" 

-23 

6790.0 

4 

1 12.0 

-58 

679.0 

135 

5.7 

10.6 

18.2 

6 

7  J 

SCHWAB  (CHARLES) 

430.0** 

12 

1368.6 

34 

57.1 

21 

174.1 

34 

13.3 

12.3 

28.6 

20 

1. 

TRAVELERS  GROUP 

5622.3 

25 

15563.1 

17 

591.8 

23 

1687.8 

38 

10.5 

10.7 

1 9  0 

11 

4, 

(B)  INSURANCE 

GROUP  COMPOSITE 

42052.3 

1  u 

Q 

o 

oa  oca 

OTIC  Q 

0 

D.o 

3.  / 

ID 

O.i 

AETNA 

4152.3** 

30 

10619.8 

10 

122.4 

9 

312.2 

-4 

2.9 

3.5 

6.1 

17 

3.1 

AFLAC 

1775.6 

-2 

5247.2 

-4 

88.3 

0 

260.6 

-2 

5.0 

4.9 

17.0 

16 

2.: 

ALLSTATE 

6015.0 

b 

1824^.0 

8 

292.0 

-34 

1480.0 

-2 

4.9 

7.8 

15.1 

A  ■ 

4. 

AMERICAN  BANKERS  INSURANCE  GROUP  399.6 

12 

1 161.3 

1 7 

22.6 

2 1 

68.3 

38 

5.7 

5.2 

15.9 

1  1 

A 

AMERICAN  FINANCIAL  GROUP 

991.0** 

1 

2996.4 

19 

121.6 

139 

261.1 

129 

12.3 

5.2 

24.2 

6 

5.1 

AMERICAN  GENERAL 

1725.0** 

3 

5157.0 

7 

172.0 

-5 

509.0 

-5 

10.0 

10.8 

9.9 

15 

2.1 

AMERICAN  INTERNATIONAL  GROUP 

6558.0** 

g 

1 9050  8 

g 

731.4 

16 

2127.0 

16 

11.2 

10.4 

13.7 

18 

5.( 

AMERICAN  NATIONAL  INSURANCE 

394.5 

9 

1150.0 

8 

53.9 

22 

142.8 

11 

13.7 

12.1 

9.2 

8 

8 : 

CIGNA 

4685.0** 

1 

14061.0 

-1 

281.0 

NM 

750.0 

NM 

6.0 

NM 

15.0 

9 

13  ' 

CINCINNATI  FINANCIAL 

455.7 

9 

1349.5 

9 

46.9 

-20 

160.7 

-9 

10.3 

14.1 

7.2 

15 

3.: 

ITT  HARTFORD  GROUP 

2836.0 

-7 

9140.0 

-543.0 

NM 

-304.0 

NM 

NM 

5.7 

-4.0 

NM 

-l.: 

JEFFERSON-PILOT 

515.0 

35 

1577.8 

54 

74.1 

13 

216.6 

29 

14.4 

17.1 

14.2 

13 

4.: 

LINCOLN  NATIONAL 

1684.9** 

1 

4969.3 

4 

1 19.3 

-23 

370.8 

-9 

7.1 

9.3 

10.5 

11 

u  . 

OHIO  CASUALTY 

360.7 

1 

1084.7 

-1 

27.3 

166 

42.8 

-15 

7.6 

2.8 

8.2 

13 

2> 

OLD  REPUBLIC  INTERNATIONAL 

456.0 

5 

1340.2 

8 

61.7 

1 

172.1 

21 

13.5 

14.0 

13.3 

10 

2.( 

ORION  CAPITAL 

380.4 

71 

1095.3 

72 

24.4 

41 

6:  8 

25 

6.4 

7.8 

16.1 

9 

5.; 

PROGRESSIVE 

893.8 

15 

2541.0 

14 

80.2 

28 

222.0 

21 

9.0 

8.1 

19.3 

17 

3.; 

RELIASTAR  FINANCIAL 

544.6 

4 

1624.7 

5 

47.9 

12 

143.7 

15 

8.8 

8.2 

14.3 

11 

4.1 

ST.  PAUL 

1565.6 

15 

4425.5 

12 

128.9 

-9 

387.8 

6 

8.2 

10.4 

14.5 

9 

6.; 

TRANSAMERICA 

1592.3 

1 

4601.0 

0 

113.9 

-23 

335.1 

-7 

7.2 

9.3 

12.9 

11 

6.: 

TRANSATLANTIC  HOLDINGS 

370.0 

24 

949.3 

12 

39.6 

15 

113.6 

16 

10.7 

11.5 

14.4 

11 

6.' 

TRAVELERS/AETNA  PROPERTY  CASUALTY  2451.6 

109 

5805.6 

65 

247.0 

125 

128.8 

-55 

10.1 

9  .1 

4.6 

42 

O.f 

UNITRIN  t 

378.8 

7 

1141.5 

7 

38.1 

-5 

93.0 

-18 

10.1 

11.3 

9.1 

15 

3.^ 

USF&G 

871.0 

-2 

2596.0 

1 

35.0 

-29 

159.0 

10 

4.0 

5.5 

13.1 

11 

1.7 

(C)  SAVINGS  &  LOAN 

GROUP  COMPOSITE 

2693.5 

-18 

8023.8 

7 

4.1 

-99 

542.0 

-37 

0.2 

13.4 

7.1 

22 

1.6 

AHMANSON  (H.  F.) 

925.2'* 

-39 

2803.9 

15 

-79.5 

NM 

54.0 

-86 

NM 

18.1 

2.3 

52 

O.i 

CAL  FED  BANCORP 

270.8** 

0 

823.5 

3 

-28.9 

NM 

30.4 

-38 

NM 

9.4 

7.2 

24 

0.9 

CHARTER  ONE  FINANCIAL 

269.2 

-6 

787.7 

8 

5.0 

-84 

84,9 

-8 

1.9 

11.2 

7.1 

79 

O.E 

GLENDALE  FEDERAL  BANK  (6) 

281.7** 

-6 

841.0 

-5 

-20.0 

NM 

18.9 

-72 

NM 

4.6 

-2.1 

NM 

-O.i 

GOLDEN  WEST  FINANCIAL 

652.1 

2 

1943.7 

135.8 

114 

294.0 

75 

20.8 

9.9 

15.9 

10 

6.1 

STANDARD  FEDERAL  BANCORPORATION 

294. 4" 

14 

824.1 

13 

-8.3 

NM 

59.9 

-32 

NM 

11.9 

9.5 

18 

2.8 
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Fhe  Principal®  family  of  retirement  accounts  has 
ly  brilliant  track  record. 
An  independent  rating  company,  Lipper 
lytical  Services,  recently  analyzed  mutual  fund 
ilies  and  ranked  their  performance. 
Applying  Lipper's  criteria,  our  accounts  out- 
ormed  fund  families  like  Vanguard,  Fidelity, 
owe  Price,  Franklin/Templeton,  Merrill  Lynch. . 
on  down  the  line.* 
One  reason  we  out-perform  them 
at  generally  our  expenses  are  only 
iction  of  theirs. 

At  The  Principal,  our  focus  is  solely 
Dng-term  returns  for  retirement 


the 


and  401  (k)  plans.  As  a  result,  we  manage  nearly 
$40  billion  in  retirement  assets  for  33,000  companies 
and  millions  of  employees. 

In  fact,  we  provide  administrative  services  for 
more  401(k)  plans  than  any  bank,  mutual  fund  or 
insurance  company.** 

For  over  100  years,  The  Principal  has  been 
helping  people  get  the  most  out  of  their  money. 

That's  The  Principal  Edge? 
To  learn  more  about  us,  visit  us  at 
http://www.principal.com  on  the 
Internet.  And  if  you'd  like  to  compare 
the  results  of  the  study  for  yourself, 
please  call  1-800-255-6613. 


Financial 
Group 


401(k)  •  HMO/PPO  •  Mutual  Funds  •  Securities  •Annuities  •  Home  Mortgages 
Life,  Health,  Dental  and  Disability  Insurance 

©1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392. 
•  iking  for  mutual  fund  families  stated  is  based  on  five-year  performance  and  measurement  information  provided  by  Lipper  Analytical  Services.  We  applied  like  criteria  to  our  accounts  for  comparison, 
j  Principal  separate  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans. ' '  CFO  magazine,  April/May  1 996,  Senior  Financial  Executive  Ranking. 
'•  ducts  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member 
SIPC).  Securities  through  Pnncipal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 
COMMON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

EQUITY 

PRICE- 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

$  MIL. 

% 

S  MIL 

% 

$  MIL 

% 

$MIL 

% 

9-30 

10-25 

18  OFFICE  EQUIPMENT  &  COMPUTERS 


INDUSTRY  COMPOSITE 

79343.0 

13 

234532.2 

15 

5184.6 

132 

13002.7 

7 

6.5 

3.2 

16.9 

30 

1.1 

(A)  BUSINESS  MACHINES  &  SERVICES 

GROUP  COMPOSITE 

5782.7 

16 

16892.4 

17 

244.6 

28 

690.9 

27 

4.2 

3.8 

15.8 

22 

1.1 

COMPUCOM  SYSTEMS 

498.5 

43 

1420.6 

39 

4.9 

2 

23.0 

71 

1.0 

1.4 

20.6 

15 

0.1 

DELUXE 

460.5 

3 

1415.2 

4 

33.5 

11 

90.5 

-5 

7.3 

6.7 

11.5 

30 

1.1 

DIEBOLO 

271.8 

26 

736.0 

19 

26.7 

30 

69.1 

26 

9.8 

9.5 

17.0 

30 

1.1 

HON  INDUSTRIES 

255.3 

12 

708.0 

9 

17.9 

46 

47.0 

45 

7.0 

5.4 

: 

19 

1.1 

INTELLIGENT  ELECTRONICS  CI! 

866.7 

-2 

2679.5 

6 

-2.4 

NM 

-10.5 

NM 

NM 

NM 

-13.8 

NM 

0.1 

MICROAGE  (2) 

842.7 

11 

2486.6 

14 

3.6 

436 

8.0 

35 

0.4 

0.1 

1.3 

NM 

0.1 

MILLER  (HERMAN)  (7) 

342.5 

14 

996.9 

17 

15.6 

30 

44.6 

539 

4.6 

4.0 

16.1 

22 

: 

PITNEY  BOWES 

950.7 

9 

2799.9 

9 

116.7 

16 

341.7 

16 

12.3 

11.5 

20.9 

18 

3.1 

STANDARD  REGISTER 

230.9 

1 

699.9 

7 

16.1 

37 

45.7 

32 

7.0 

5.1 

13.5 

13 

2.1 

TECH  DATA  (11) 

1063.2 

50 

2949.8 

47 

12.0 

249 

31.6 

185 

1.1 

0.5 

9.8 

27 

0.1 

(B)  COMPUTERS  &  PERIPHERALS 

GROUP  COMPOSITE 

55509.2 

10 

165013  8 

12 

3057.6 

152 

7248.3 

_9 

5.5 

2.4 

15.2 

23 

2.. 

AMDAHL 

439.8 

26 

1139.7 

4 

-4.8 

NM 

-292.8 

NM 

NM 

5.7 

-51.3 

NM 

-2.1 

APPLE  COMPUTER  (3) 

2321.0 

-23 

6685.0 

-19 

25.0 

-58 

-747.0 

NM 

1.1 

2.0 

-40.4 

NM 

-6.1 

COMPAQ  COMPUTER 

4481.0 

25 

12687.0 

26 

350.0 

43 

851.0 

20 

7.8 

6.8 

16.9 

21 

3.1 

DATA  GENERAL  (3) 

336.2 

7 

994.6 

13 

9.9 

545 

23.4 

NM 

2.9 

0.5 

8.7 

21 

0.1 

DELL  COMPUTER  (11) 

1690.0 

40 

4866.8 

44 

112.0 

72 

263.8 

41 

6.6 

5.4 

42.1 

24 

3.1 

DIGITAL  EQUIPMENT  (6) 

2911.6 

-11 

10251.9 

-2 

-65.9 

NM 

-374.6 

NM 

NM 

1.5 

-7.3 

NM 

-1.1 

EMC 

550.8 

16 

1617.3 

15 

90.3 

5 

261 .9 

J.\ 

16.4 

17.9 

24.8 

19 

1.1 

GATEWAY  2000 

1202.9 

35 

3482.4 

43 

60  7 

48 

162.5 

42 

5.0 

4.6 

33.5 

18 

2.1 

HEWLETT-PACKARD  (2) 

9105.0 

18 

28273.0 

26 

425.0 

-26 

1938.0 

10 

4.7 

7.4 

20.3 

18 

2.. 

INTERNATIONAL  BUSINESS  MACHINES 

18062.0 

8 

coon/  n 

6 

1285.0 

NM 

3406.0 

38 

7.1 

NM 

24.0 

13 

Q 

IOMEGA 

310.1 

266 

815.7 

360 

12.8 

530 

37.0 

NM 

4.1 

2.4 

15.9 

62 

3 : 

LEXMARK  INTERNATIONAL  GROUP 

547.6 

6 

1690.7 

11 

30.2 

88 

82.6 

74 

5.5 

3.1 

17.0 

21 

l. 

MICRON  ELECTRONICS  (4) 

457.4 

13 

1326.3 

53 

26.4 

26 

28.0 

-48 

5.8 

5.2 

19.5 

37 

o.. 

SEAGATE  TECHNOLOGY  (6) 

2060.8 

-4 

6168.7 

1 

129.4 

7 

72.9 

-77 

6.3 

5.6 

9.0 

32 

2.1 

SILICON  GRAPHICS  (6) 

765.6 

29 

2419.9 

33 

-21.6 

NM 

-17.3 

NM 

NM 

9.8 

2.1 

98 

c ; 

STORAGE  TECHNOLOGY 

486.1 

11 

1418.9 

4 

39.5 

NM 

102.9 

NM 

8.1 

NM 

-3.4 

NM 

-O.f 

SUN  MICROSYSTEMS  (6) 

1859.0 

25 

5717.1 

23 

123.4 

46 

389.0 

21 

6.6 

5.7 

22.9 

22 

2.1 

TANDEM  COMPUTERS  (3) 

543.2 

-1 

1387.5 

0 

40.2 

74 

-7.4 

NM 

7.4 

4.2 

-0.5 

NM 

-0.1 

3COM  (7) 

707.0 

42 

1973.2 

41 

93.1 

62 

197.2 

23 

11.5 

19.5 

52 

M 

UNISYS 

1630.9 

9 

4559.0 

2 

14.2 

NM 

6.1 

-85 

0.9 

NM 

NM 

NM 

WESTERN  DIGITAL  (6) 

883.1- 

58 

2432.2 

45 

32.9 

295 

85.1 

56 

3.7 

1.5 

24.9 

19 

XEROX 

4158.0 

4 

12303.0 

4 

250.0 

-2 

780.0 

12 

6.0 

6.4 

29.9 

13 

(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  COMPOSITE 

18051.2 

9  1 
£.1 

9C. 

1  RS9  A 

1  97 

jUDj.D 

■?ft 

JO 

1  fi  A 

D.O 

9n 

CUD 

41 

*T  1 

i  / 

AUTOMATIC  DATA  PROCESSING  (6) 

910.7" 

22 

2910.5 

24 

93.3 

14 

357.2 

14 

10.2 

11.0 

20.1 

25 

BAY  NETWORKS  (6) 

522.7 

14 

1579.9 

30 

5.6 

-91 

90.0 

-43 

1.1 

13.8 

13.6 

26 

BDM  INTERNATIONAL 

246.8 

14 

723.7 

17 

3.9 

-26 

16.0 

28 

1.6 

2.5 

14.1 

34 

CABLETRON  SYSTEMS  CO) 

338.6 

9Q 
Zo 

yoo.z 

JU 

OO.  1 

97 

l  i 

9ft 

119 

1  Q  f. 

ly.o 

1  7  ^ 

9ft 
zo 

CERIDIAN 

361.0 

14 

1091.5 

12 

44.4 

32 

132.6 

35 

12.3 

10.6 

48.8 

30 

CHS  ELECTRONICS 

376.2 

57 

995.7 

61 

2.3 

100 

6.0 

60 

0.6 

0.5 

8.7 

15 

L  j 

CISCO  SYSTEMS  (5) 

1292.2 

84 

3297.7 

83 

276.6 

78 

731.9 

108 

21.4 

22.1 

32.4 

43 

COMPUSA  (6) 

990.5 

27 

3055.1 

32 

14.5 

134 

49.3 

110 

1.5 

0.8 

19.9 

39 

COMPUTER  ASSOCIATES  INTERNATIONAL  9   93C  : 

22 

2892.5 

32 

223.4 

NM 

608.5 

NM 

22.6 

NM 

52.5 

26 

COMPUTER  SCIENCES  (9) 

1355.3 

20 

3819.7 

18 

14.0 

-65 

106.9 

-7 

1.0 

3.5 

10.6 

34 

ELECTRONIC  DATA  SYSTEMS 

3570.5 

16 

10435.2 

19 

266.4 

8 

158.7 

-76 

7.5 

8.0 

10.0 

52 

FIRST  DATA 

1254.4 

20 

3584.5 

21 

166.6 

37 

412.2 

35 

:  •  - 

11.6 

0.7 

NM 

INFORMIX 

238.2 

30 

668.5 

35 

26.2 

10 

63.7 

3 

11.0 

13.1 

21.3 

32 

INTERGRAPH 

276.3 

: 

801.2 

1 

-13.9 

NM 

-35.5 

NM 

NM 

NM 

-5.9 

NM 

MICROSOFT  ,6) 

2295.0 

14 

6755.0 

29 

614.0 

23 

1735.0 

37 

26.8 

24.8 

31.7 

38 

NOVELL  (2) 

365.1 

-32 

991.2 

-36 

58.8 

-42 

67.0 

-76 

16.1 

19.0 

8.4 

29 

ORACLE  (7) 

1052.3 

36 

3536.6 

41 

112.8 

110 

525.4 

54 

10.7 

7.0 

33.2 

42 

SAFEGUARD  SCIENTIFICS 

515.3 

41 

1472.9 

36 

4.7 

1 

14.1 

9 

0.9 

1.3 

11.8 

67 

SYBASE 

250.2 

7 

743.8 

8 

-52.6 

NM 

-84.1 

NM 

NM 

0.5 

-19.9 

NM 

c.c 

VANSTAR  3 

559.1 

31 

1491.6 

27 

9.8 

195 

18.7 

337 

1.7 

0.8 

8.8 

41 

o.e 

WANG  LABORATORIES  (6) 

290.7 

10 

823.8 

3 

-26.4 

NM 

-13.2 

NM 

NM 

NM 

-14.4 

NM 

-0.7 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  COMPOSITE 

25307.0 

-7 

74442.1 

-5 

949.2 

-53 

3211.1 

-42 

3.8 

7.4 

9.8 

22 

2.1 

(A)  FOREST  PRODUCTS 


GROUP  COMPOSITE 

6870.3 

-7 

19720.7 

-8 

-42.5 

NM 

222.8 

-85 

NM 

6.7 

7.0 

24 

1.81 

BOISE  CASCADE 

1356.4 

1 

3845.5 

-1.7 

NM 

6.9 

-98 

NM 

8.8 

3.1 

46 

0  £ 

GEORGIA-PACIFIC 

3446.0 

-7 

9814.0 

-10 

99.0 

-69 

159.0 

-81 

2.9 

8.7 

10.2 

19 

3.9 

LOUISIANA-PACIFIC 

676.3 

-13 

1918.7 

-12 

.    -  - 

NM 

-186.0 

NM 

NM 

NM 

-9.6 

NM 

RAYONIER 

285.1 

-15 

875.7 

-6 

15.6 

-73 

62.5 

-42 

5.5 

17.1 

12.1 

12 

3.2 

UNIVERSAL  FOREST  PRODUCTS 

243.9 

29 

679.2 

13 

4  B 

54 

15.6 

31 

2.0 

1.6 

18.0 

12 

WILLAMETTE  INDUSTRIES 

862.7 

-15 

2587.6 

-12 

43.1 

-71 

164.8 

-57 

5.0 

14.8 

15.3 

12 

ndless  meetings  in  Munich. 
6u  get  to  Delhi  and  it's  the 
ainy  season.  Difficult  clients 
i  Milan  and  Prague.  Yet, 
omehow  you  remember  it 
s  an  unusually  good  trip. 


CORPORATE  SCOREBOARD 


COMPANY  SALES  PROFITS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

OUMIWUN 

EQUITY 

PRICE- 

MC 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EAF 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

$  MIL. 

% 

$  MIL. 

% 

$  MIL 

% 

$  MIL. 

% 

% 

% 

9-30 

10-25 

S! 

(B)  PAPER 


GROUP  COMPOSITE 

18436.6 

-8 

54721.5 

-5 

991.7 

-35 

2988.3 

-26 

5.4 

7.6 

10.7 

21 

2 

BOWATER 

423.2 

-19 

1346.0 

-8 

28.3 

-51 

185.5 

14 

6.7 

11.2 

26.0 

6 

6 

CHAMPION  INTERNATIONAL 

1470.5 

-20 

4448.2 

-15 

32.0 

-86 

131.2 

-76 

2.2 

12.8 

9.4 

12 

3 

CHESAPEAKE 

309.3 

-7 

863.6 

-8 

9.5 

-68 

21.3 

-69 

3.1 

9.0 

9.8 

15 

1 

CONSOLIDATED  PAPERS 

380.8 

-21 

1181.1 

5 

40.3 

-40 

142.1 

-9 

10.6 

13.9 

17.5 

11 

4 

FORT  HOWARD 

408.2 

-4 

1196.3 

-1 

43.1 

197 

106.4 

744 

10.6 

3.4 

NM 

13 

1 

INTERNATIONAL  PAPER 

5100.0 

0 

15000.0 

2 

111.0 

-66 

308.0 

-65 

2.2 

6.4 

6.1 

21 

2 

JAMES  RIVER  CORP.  OF  VIRGINIA 

1407.4 

-19 

4390.8 

-16 

70.9 

90 

121.9 

16 

5.0 

2.2 

5.5 

32 

0 

KIMBERLY-CLARK 

3275.7 

-7 

9825.5 

-2 

377.2 

3 

1056.7 

21 

11.5 

10.5 

5.3 

NM 

0 

MEAD 

1231.1 

-9 

3556.8 

-12 

62.7 

-40 

160.7 

^0 

5.1 

7.7 

10.5 

13 

4 

POTLATCH 

398.2 

-3 

1172.9 

-3 

19.5 

-38 

42.7 

-46 

4.9 

7.7 

7.5 

16 

2 

SCHULLER 

423.0 

17 

1130.5 

8 

33.9 

-52 

190.4 

73 

8.0 

19.3 

36.2 

10 

0 

WESTVACO  (2) 

757.7 

-11 

2266.7 

-6 

43.6 

-46 

156.6 

-20 

5.8 

9.4 

11.3 

12 

2 

WEYERHAEUSER 

2851.6 

-6 

8343.1 

-4 

119.7 

26 

364.9 

-33 

4.2 

3.1 

13.5 

15 

3 

20  PUBLISHING  &  BROADCASTING 

INDUSTRY  COMPOSITE 

10900.1 

9 

31380.3 

9 

611.3 

107 

1279.9 

-1 

5.6 

3.0 

6.0 

59 

0 

DOW  JONES 

594.9 

8 

1810.3 

8 

40.7 

20 

130.3 

1 

6.8 

6.2 

11.2 

17 

1 

DUN  &  BRADSTREET 

529.8 

0 

1562.7 

2 

35.4 

-72 

55.1 

-79 

6.7 

24.0 

-4.8 

NM 

-0 

GANNETT 

1117.7 

29 

3309.6 

24 

115.3 

28 

348.2 

12 

10.3 

10.4 

21.9 

21 

3 

HOUGHTON  MIFFLIN 

356.7 

33 

597.7 

41 

76.1 

12 

63.5 

43 

21.3 

25.4 

5.4 

60 

0 

K-lll  COMMUNICATIONS 

344.4 

30 

995.1 

31 

-11.9 

NM 

-47.3 

NM 

NM 

NM 

-78.1 

NM 

-0 

KNIGHT-RIDDER 

653.8 

2 

2068.4 

3 

126.3 

NM 

192.1 

41 

19.3 

1.0 

20.4 

16 

2 

McGRAW-HILL 

949.0 

5 

2243.8 

3 

114.5 

8 

187.9 

9 

12.1 

11.7 

23.4 

19 

2 

NEW  YORK  TIMES 

629.0 

10 

1896.8 

8 

-47.7 

NM 

31.8 

-69 

NM 

5.6 

4.0 

53 

0 

READER'S  DIGEST  ASSOCIATION  (6) 

644.0 

-12 

2093.0 

-6 

34.6 

-36 

-33.5 

NM 

5.4 

7.4 

13.3 

63 

0 

SCRIPPS  (E.  W.) 

265.5 

8 

797.1 

6 

23.7 

36 

72.5 

13 

8.9 

7.1 

8.1 

37 

1 

TIME  WARNER  t 

2157.0 

9 

6364.0 

12 

-91.0 

NM 

-215.0 

NM 

NM 

NM 

-10.2 

NM 

-1 

TIMES  MIRROR 

885.6 

2 

2529.6 

2 

55.7 

NM 

127.8 

NM 

6.3 

NM 

-7.4 

NM 

-0 

TRIBUNE 

618.3 

12 

1797.4 

9 

66.2 

50 

200.9 

11 

10.7 

8.0 

19.1 

21 

3 

US  WEST  MEDIA  GROUP 

694.0 

15 

1965.0 

14 

18.0 

^5 

10.0 

-86 

2.6 

5.5 

1.8 

NM 

0 

WASHINGTON  POST 

460.3 

10 

1349.8 

7 

55.4 

33 

155.6 

13 

12.0 

10.0 

16.7 

18 

18 

21  SERVICE  INDUSTRIES 

INDUSTRY  COMPOSITE 

36592.6 

15 

105808.5 

17 

1053.7 

-21 

3413.1 

-9 

2.9 

4.2 

12.3 

26 

1. 

(A)  CONSTRUCTION  &  ENGINEERING 

GROUP  COMPOSITE 

5194.5 

11 

15024.4 

15 

101.9 

-14 

344.7 

6 

2.0 

2.5 

12.2 

24 

1. 

APOGEE  ENTERPRISES  (10) 

253.2 

14 

696.2 

8 

8.0 

41 

16.5 

43 

3.2 

2.5 

14.9 

25 

1 

BUTLER  MFG. 

229.0 

11 

598.2 

-2 

8.8 

14 

17.8 

2 

3.8 

3.7 

20.3 

11 

3 

EG&G 

354.7 

-2 

1057.4 

1 

14.2 

4 

40.2 

14 

4.0 

3.8 

16.2 

14 

1 

FLUOR  (2) 

2702.8 

11 

7687.5 

14 

68.1 

13 

189.2 

14 

2.5 

2.5 

16.0 

22 

3 

FOSTER  WHEELER 

968.5** 

23 

2800.5 

32 

24.0 

39 

72.5 

34 

2.5 

2.2 

7.1 

40 

1. 

JACOBS  ENGINEERING  GROUP  (3) 

404,0 

-14 

1327.8 

1 

10.6 

17 

30.8 

24 

2.6 

1.9 

14.8 

14 

1. 

STONE  &  WEBSTER 

282.2 

31 

856.8 

29 

-31.7 

NM 

-22.4 

NM 

NM 

2.3 

-8.1 

NM 

-1. 

(B)  INDUSTRIAL  DISTRIBUTION 

GROUP  COMPOSITE 

14207.8 

23 

41796.9 

24 

475.7 

15 

1502.7 

16 

3.3 

3.6 

15.4 

17 

2. 

ADAMS  RESOURCES  &  ENERGY 

371.8 

78 

1040.7 

85 

0.9 

NM 

3.6 

217 

0.2 

0.0 

20.0 

14 

0. 

AIRGAS  (9) 

278.7 

40 

789.1 

35 

11.3 

21 

33.6 

19 

4.1 

4.7 

17.3 

36 

0. 

APS  HOLDING  (111 

234.3 

51 

602.4 

40 

6.0 

-2 

1.3 

-91 

2.5 

3.9 

5.1 

42 

0. 

ARROW  ELECTRONICS 

1597.4 

9 

4902.3 

12 

43.8 

-14 

154.7 

5 

2.7 

3.5 

15.6 

12 

4. 

AVNET  (6) 

1281.8 

8 

3998.9 

14 

42.4 

-5 

139.5 

12 

3.3 

3.7 

12.4 

12 

4.: 

BEARINGS  (6) 

282.2 

2 

873.8 

5 

5.4 

23 

19.0 

28 

1.9 

1.6 

12.9 

14 

l.1 

BOISE  CASCADE  OFFICE  PRODUCTS 

506.7 

53 

1428.9 

52 

11.7 

-6 

40.9 

44 

2.3 

3.8 

15.0 

21 

0.' 

BT  OFFICE  PRODUCTS  INTERNATIONAL 

354.9 

28 

1036.6 

26 

2.7 

29 

10.7 

260 

0.8 

0.8 

4.1 

19 

0, 

CRANE 

481.1 

6 

1383.8 

3 

26.9 

22 

67.2 

21 

5.6 

4.9 

21.6 

16 

2.: 

ENRON 

3225.2 

48 

9240.1 

39 

122.9 

22 

452.4 

16 

3.8 

4.6 

16.6 

20 

2.: 

FISHER  SCIENTIFIC  INTERNATIONAL 

541.0 

62 

1589.2 

67 

11.5 

NM 

24.4 

NM 

2.1 

NM 

7.2 

30 

1.' 

GENUINE  PARTS 

1474.8 

8 

4319.6 

9 

81.6 

6 

236.2 

7 

5.5 

5.6 

19.2 

17 

2. 

GRAINGER  (W.  W.) 

901.9 

6 

2633.1 

7 

52.3 

6 

151.9 

12 

5.8 

5.8 

16.2 

19 

3.' 

HUGHES  SUPPLY  (11) 

362.9 

24 

940.4 

24 

8.5 

50 

16.6 

50 

2.3 

1.9 

8.9 

14 

2.1 

KAMAN 

228.0** 

1 

714.6 

9 

5.8 

28 

16.4 

11 

2.6 

2.0 

10.8 

12 

0.' 

MARSHALL  INDUSTRIES  (7) 

269.3 

-2 

862.7 

5 

8.8 

-28 

33.0 

-4 

3.3 

4.4 

14.0 

11 

2.1 

PIONEER-STANDARD  ELECTRONICS  (9) 

357.7 

52 

1114.5 

59 

4.5 

-32 

18.3 

-12 

1.3 

2.9 

14.3 

11 

0.! 

REXEL 

297.4 

5 

854.0 

1 

7.5 

32 

20.7 

39 

2.5 

2.0 

14.4 

14 

l.( 

UNITED  STATIONERS 

576.3 

7 

1698.8 

41 

8.8 

110 

22.3 

NM 

1.5 

0.8 

39.1 

13 

1.1 

VWR  SCIENTIFIC  PRODUCTS 

289.3 

69 

844.7 

83 

4.0 

202 

9.1 

253 

1.4 

0.8 

4.9 

41 

WYLE  ELECTRONICS 

295.2 

8 

928.6 

19 

8.6 

-15 

30.7 

20 

2.9 

3.7 

18.6 

10 

(C)  POLLUTION  CONTROL 

GROUP  COMPOSITE 

4193.9 

1 

12074.4 

-1 

-50.0 

NM 

481.2 

^3 

NM 

7.9 

8.4 

32 

0.< 

BROWNING-FERRIS  INDUSTRIES  (3) 

1503.2 

-2 

4348.5 

-3 

-295.2 

NM 

-172.2 

NM 

NM 

6.3 

-3.2 

NM 

-0.' 

WMX  TECHNOLOGIES 

2690.6 

3 

7725.9 

0 

245.2 

6 

653.4 

20 

9.1 

8.8 

14.7 

22 

IM 

(D)  PRINTING  &  ADVERTISING 

GROUP  COMPOSITE 

3318.5 

2 

9890.2 

9 

149.9 

-7 

29.8 

-93 

4.5 

5.0 

6.4 

59 

0.6 

ADVO  (3) 

251.9 

-6 

729.7 

-4 

7.1 

-9 

4.3 

-79 

2.8 

2.9 

NM 

29 

0.^ 

BANTA 

264.6 

6 

794.5 

11 

15.3 

-1 

36.0 

-8 

5.8 

6.2 

12.5 

13 

i.e 

DONNELLEY  (R.  R.)  &  SONS 

1602.5 

-6 

4727.0 

5 

67.9 

-26 

-254.8 

NM 

4.2 

5.4 

-8.9 

NM 

-l.C 

INTERPUBLIC  GROUP 

567.7** 

15 

1749.2 

16 

27.5 

24 

128.2 

27 

4.8 

4.5 

19.3 

24 

i.? 

OMNICOM  GROUP 

631.8 

18 

1889.8 

18 

32.2 

36 

116.1 

26 

5.1 

4.4 

27.5 

22 

2.1 

144  BUSINESS  WEEK  /  NOVEMBER  18  1996 


>metimes,  the  only  way  the  world  will  realize  you're 

ecial  is  if  yOU  blow  your  OWIl  horn.  At  ABR,  we've  been  a  bit  reticent 
>ut  telling  the  world  how  good  we  are.  §8  For  instance,  you  may  not  realize  that  ABR 
neered  the  much-trumpeted  area  of  employee  benefits  administration  outsourcing, 
that  we  currently  provide  Total  Benefits  Outsourcing  services.  Or  that  we  let  you  choose 
cisely  the  services  you  need  from  an  "a  la  carte"  outsourcing  menu.  CobraServ  Compliance 
vices,  Flex  Administration,  Retiree  Billing,  Open  Enrollments,  whatever.  Your  needs  in 
nefits  Outsourcing  are  serviced  immediately  —  without  learning  curves,  technical 
:hes  or  other  sour  notes.  Productivity  is  instantaneous.  §8  Sure,  other  companies  claim 
)ffer  similar  services.  But  no  one  has  perfected  the  skills  to  deliver  our  type  of  perfor- 
nce.  We  know  what  has  to  be  done,  and  we  do  it.  Guaranteed.  In  fact,  we're  doing  the 
for  more  than  10  million  employees,  dependents  and  retirees  of  employers  of  every  size, 
;very  industry.  So  call  us  at  1-800-366-3130  if  you're 
dy  to  tune  out  the  administrative  hassles  —  and  all  that  jazz.    Information  Services,  Inc. 

?spie  image  used  with  permission.  Offices  in  New  York,  New  Jersey,  California,  Virginia  and  Florida. 
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CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


RETURN  ON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

IUMMUN 

EQUITY 

PRICE- 

Mori 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

EAR! 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

Pi 

$  MIL. 

% 

SMIL. 

% 

$  MIL 

% 

$  MIL. 

% 

% 

% 

9-30 

10-25 

SHI 

(E)  OTHER  SERVICES 

GROUP  COMPOSITE 

9677.9 

21 

27022.7 

20 

376.1 

20 

1054.7 

25 

3.9 

3.9 

13.6 

30 

1. 

ABM  INDUSTRIES  (2) 

281.9** 

15 

798.4 

12 

6.0 

20 

14.8 

20 

2.1 

2.0 

12  8 

17 

1 
X 

CDI 

374.7 

13 

1083.3 

16 

10.2 

15 

28.2 

22 

2.7 

2.7 

21.9 

16 

1 

CUC  INTERNATIONAL  (11) 

490.4 

20 

1318.8 

24 

35.3 

-20 

124.9 

9 

7.2 

10.8 

16.3 

48 

0 

HANDLEMAN  (8) 

225.0 

-3 

831.7 

-7 

-8.2 

NM 

-27.6 

NM 

NM 

NM 

-8.9 

NM 

-0 

HFS 

245.8** 

90 

550.0 

84 

61.1 

125 

122.6 

107 

24.8 

21  0 

7  8 

65 

1 
1 

INACOM 

769.5 

44 

2181.4 

41 

5.0 

96 

12.5 

71 

0.7 

0.5 

10.7 

22 

i 

INTERIM  SERVICES 

294.7 

33 

840.6 

36 

7.8 

23 

13.0 

-22 

2.7 

2.9 

7.7 

34 

i 

KELLY  SERVICES 

873.2 

25 

2411.4 

22 

21.4 

5 

51.8 

5 

2.5 

2.9 

14.7 

15 

i 

MANPOWER 

1694.5 

11 

4464.3 

9 

54.2 

20 

114.2 

25 

3.2 

3.0 

26.9 

16 

i 

NORRELL  (2) 

245.9 

22 

707.8 

21 

6.4 

45 

17.4 

43 

2.6 

2.2 

25.1 

31 

0 

OLSTEN 

876.4** 

22 

2446.8 

18 

-13.1 

NM 

38.1 

-41 

NM 

2.5 

8.5 

25 

0 

PHH  (8) 

625.7 

8 

1833.6 

13 

21.8 

19 

65.5 

17 

3.5 

3.1 

13.5 

13 

2 

PITTSTON  BRINK'S  GROUP 

232.0 

11 

666.6 

16 

15.8 

8 

41.7 

15 

6.8 

7.0 

18.8 

20 

1 

ROBERT  HALF  INTERNATIONAL 

233.0 

46 

639.8 

41 

15.9 

52 

43.4 

51 

6.8 

6.6 

20.9 

44 

0 

SERVICE  CORP.  INTERNATIONAL 

544.5 

35 

1684.7 

52 

57.4 

47 

191.5 

51 

10.5 

9.7 

11.8 

28 

1 

SERVICEMASTER 

927.2 

9 

2584.5 

7 

68.8 

44 

180.6 

42 

7.4 

5.6 

28.7 

16 

1 

UNC 

247.9 

80 

570.7 

45 

2.3 

178 

4.3 

130 

0.9 

0.6 

2.8 

45 

0 

VOLT  INFORMATION  SCIENCES  (2) 

258.9 

15 

736.0 

23 

4.7 

-7 

11.9 

40 

1.8 

2.2 

16.5 

20 

2 

WACKENHUT 

236.9 

16 

672.2 

15 

3.0 

55 

5.9 

12 

1.3 

1.0 

5.5 

27 

0 

22  TELECOMMUNICATIONS 

INDUSTRY  COMPOSITE 

62922.8 

10 

182438.2 

8 

6495.3 

15 

18771.1 

12 

10.3 

9.9 

16.6 

22 

1. 

(A)  EQUIPMENT  &  SERVICES 

GROUP  COMPOSITE 

31405.0 

13 

90157.1 

11 

2360.9 

38 

6536.6 

14 

7.5 

6.2 

6.4 

51 

0. 

AIRTOUCH  COMMUNICATIONS  t 

600.7 

45 

1530.9 

28 

58.9 

26 

172.3 

43 

9.8 

11.3 

4.7 

77 

0 

AT&T 

13228.0 

2 

38946.0 

3 

1359.0 

-11 

4366.0 

5 

10.3 

11.3 

7.5 

35 

1 

COMSAT 

229.8 

13 

707.8 

14 

5.0 

NM 

20.1 

-4 

2.2 

NM 

4.4 

32 

0 

DSC  COMMUNICATIONS 

326.0 

-12 

990.3 

-6 

-57.9 

NM 

-25.1 

NM 

NM 

13.3 

2.1 

70 

0 

EXCEL  COMMUNICATIONS 

366.7 

158 

992.8 

222 

40.9 

241 

113.3 

352 

11.2 

8.4 

53.6 

21 

1 

LCI  INTERNATIONAL 

289.2 

67 

809.2 

72 

20.1 

53 

53.0 

53 

6.9 

7.6 

19.3 

40 

0 

LUCENT  TECHNOLOGIES  (3) 

5918.0 

25 

15859.0 

13 

255.0 

NM 

224.0 

49 

4.3 

0.3 

-32.9 

NM 

-1 

MCI  COMMUNICATIONS 

4685.0 

21 

13741.0 

23 

319.0 

NM 

919.0 

248 

6.8 

NM 

11.5 

15 

1 

MFS  COMMUNICATIONS 

308.0 

100 

724.0 

76 

-144.1 

NM 

-323.0 

NM 

NM 

NM 

-63.0 

NM 

-2 

SCIENTIFIC-ATLANTA  (6) 

261.7 

8 

806.3 

-7 

10.8 

164 

7.3 

-83 

4.1 

1.7 

3.0 

81 

0 

SPRINT 

3544.4 

11 

10422.7 

11 

316.2 

20 

944.9 

29 

8.9 

8.2 

14.1 

14 

2 

TELLABS 

234.3 

54 

596.1 

31 

46.1 

68 

58.6 

-24 

19.7 

18.1 

21.8 

76 

1 

360  COMMUNICATIONS  t 

281.7 

29 

795.5 

31 

22.9 

403 

54.2 

NM 

8.1 

2.1 

19.0 

50 

0 

WORLDCOM 

1131.5 

21 

3235.6 

20 

109.1 

51 

-47.9 

NM 

9.6 

7.7 

1.4 

NM 

0 

(B)  TELEPHONE  COMPANIES 

GROUP  COMPOSITE 

31517.8 

7 

92281.0 

6 

4134.4 

5 

12234.5 

12 

13.1 

13.4 

26.1 

15 

2. 

ALLTEL 

807.4 

3 

2386.1 

2 

18.8 

-78 

194.8 

-26 

2.3 

10.9 

14.1 

20 

1 

AMERITECH 

3722.0 

10 

11033.0 

11 

519.0 

1 

1564.0 

-2 

13.9 

15.2 

26.6 

16 

3 

BELL  ATLANTIC 

3297.8 

1 

9764.9 

-5 

483.3 

-20 

1448.1 

-1 

14.7 

18.5 

26.0 

14 

4 

BELLSOUTH 

4829.0 

9 

13990.0 

7 

631.0 

13 

2230.0 

34 

13.1 

12.6 

16.7 

18 

2. 

CINCINNATI  BELL 

403.2 

23 

1141.3 

15 

46.9 

63 

133.4 

NM 

11.6 

8.8 

20.3 

30 

1. 

FRONTIER 

669.1 

17 

1994.5 

30 

73.8 

NM 

208.1 

141 

11.0 

NM 

26.1 

18 

1. 

GTE 

5344.0 

7 

15588.0 

7 

756.0 

9 

2014.0 

11 

14.1 

13.9 

39.4 

15 

2. 

NYNEX 

3423.7 

6 

10178.5 

1 

394.5 

15 

966.3 

16 

11.5 

10.6 

18.4 

16 

2. 

PACIFIC  TELESIS  GROUP 

2418.0 

6 

7145.0 

6 

286.0 

4 

865.0 

6 

11.8 

12.1 

41.8 

13 

2. 

SBC  COMMUNICATIONS 

3600.4 

9 

10129.8 

10 

593.3 

11 

1558.3 

14 

16.5 

16.2 

31.0 

14 

3. 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

488.2** 

5 

1450.0 

7 

45.8 

11 

148.5 

16 

9.4 

8.9 

45.5 

13 

2. 

US  WEST  COMMUNICATIONS  GROUP 

2515.0 

5 

7480.0 

6 

286.0 

-2 

904.0 

0 

11.4 

12.2 

31.1 

12 

2. 

23  TRANSPORTATION 


INDUSTRY  COMPOSITE 

42421.9 

8 

122751.5 

9 

2571.9 

15 

5910.9 

22 

6.1 

5.7 

13.8 

16 

2.< 

(A)  AIRLINES 

GROUP  COMPOSITE 

20739.7 

7 

59097.8 

8 

1259.6 

7 

2679.6 

28 

6.1 

6.1 

23.9 

11 

3.2 

ALASKA  AIR  GROUP 

464.9 

11 

1233.0 

15 

32.8 

20 

43.6 

142 

7.1 

6.5 

15.4 

7 

3.C 

AMERICA  WEST  AIRLINES 

422.5 

3 

1299.6 

13 

-45.7 

NM 

-2.5 

NM 

NM 

5.6 

0.6 

NM 

o.c 

AMR 

4562.0 

3 

13420.0 

5 

282.0 

21 

732.0 

59 

6.2 

5.2 

8.7 

16 

4.'. 

CONTINENTAL  AIRLINES 

1671.0 

10 

4799.0 

9 

23.0 

-79 

278.0 

52 

1.4 

7.3 

60.9 

5 

4.? 

DELTA  AIR  LINES  (6) 

3432.0 

8 

9755.0 

5 

238.0 

18 

123.0 

-72 

6.9 

6.3 

5.2 

74 

0.' 

NORTHWEST  AIRLINES 

2735.2 

7 

7540.4 

10 

253.9 

10 

510.1 

51 

9.3 

9.0 

NM 

6 

5.; 

SOUTHWEST  AIRLINES 

891.5 

17 

2574.3 

21 

60.9 

-10 

179.2 

29 

6.8 

8.9 

14.3 

15 

M 

UAL 

4488.0 

9 

12386.0 

10 

347.0 

43 

580.0 

46 

7.7 

5.9 

136.8 

9 

5.5 

USAIR  GROUP 

2072.6 

11 

6090.5 

8 

67.7 

57 

236.2 

300 

3.3 

2.3 

NM 

5 

3.1 
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Willi  a 

PUTNAM  401(10  PLAN, 

Your  Cli  ents 
GET  MORE  FROM  US 

so  they  wont  aemanc 

More  Of  You. 


We  know  that  when  it  comes  to  small- 
husiness  401(h)  plans,  the  sale  is  often  the 
smallest  part  of  selling.  There's  also  the 
follow-up,  the  maintenance,  and  the  ques- 
tions. That's  why  we  provide  the  highest 
level  of  sales  support  in  the  industry, 
including  a  team  that  stays  on  the  case 
from  set-up  through  administration,  pro- 


PUTNAM 

INVESTMENTS 


IOSTON-LONDON-TOKYO 


vides  customized  questionnaires,  educa- 
tional materials,  and  immediate  access  to 
our  on-line  datahase.  Which  leaves  you 
more  time  to  he  more  productive.  So  con- 
tact a  Putnam  representative  an  d  lind  out 
more  ahout  how  we  can  help.  Providing  a 
401(h)  plan  will  always  heep  you  husy. 
But  you  shouldn't  he  heside  yourself. 
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MONEY 
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RETURN  ON 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

UUIVHVIUN 

EQUITY 

PRICE- 

M 

QUARTER 

FROM 
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QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

12  MONTHS 

EARNINGS 

0 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

ENDING 

RATIO 

$  MIL. 

% 

$  MIL. 

% 

$  MIL. 

% 

$  MIL. 

% 

% 

% 

9-30 

10-25 

(B)  RAILROADS 

GROUP  COMPOSITE 

8837.3 

9 

26287.1 

12 

1020.3 

28 

2515.9 

28 

11.5 

9.8 

12.1 

18 

BURLINGTON  NORTHERN  SANTA  FE 

2050.0 

40 

6117.0 

49 

247.0 

86 

645.0 

80 

12.0 

9.1 

8.8 

27 

CONRAIL 

933.0 

1 

2771.0 

1 

138.0 

19 

195.0 

-34 

14.8 

12.6 

5.1 

48 

CSX 

2647.0 

2 

7833.0 

3 

222.0 

10 

602.0 

76 

8.4 

7.8 

19.2 

11 

NORFOLK  SOUTHERN 

1211.3** 

2 

3590.1 

2 

202.3 

10 

569.9 

6 

16.7 

15.5 

15.4 

16 

union  PAnnr 

1 996  0 

i 
i 

J3/D.U 

o 

o 

£.1  l.U 

"39 

rati  n 

1  R 

1U.C 

£5.  i 

10.4 

1 7 

(C)  TRANSPORTATION  SERVICES 

GROUP  COMPOSITE 

6951.7 

12 

20254.6 

12 

192.0 

1 

533.5 

-6 

2.8 

3.1 

11.4 

15 

2 

AID  CVQDfCC   1  klTCOU  ATI  nil  A 1 

AIR  EXPRESS  IN  1  tKNAI  IQNAL 

340.9 

8 

956.4 

7 

10.6 

46 

26.5 

33 

3.1 

2.3 

21.0 

17 

D  1  c.  .U 

g 

i  a^9  ^ 

1  9 

A  1 

1  A  7 
10.  / 

A  1 
4  1 

U.o 

1  A 

O.o 

1 6 

FEDERAL  EXPRESS  (7) 

2692.3 

10 

7965.5 

10 

62.0 

-18 

204.5 

-9 

2.3 

3.1 

11.1 

15 

FRITZ  (7) 

270.5 

2 

771.9 

35 

7.8 

-38 

7.5 

-70 

2.9 

4.7 

8.4 

29 

! 

GATX 

367.8** 

17 

1009.2 

9 

33.4 

26 

83.8 

2 

9.1 

8.4 

12.0 

11 

HUB  GROUP 

238.6 

NM 

496.6 

724 

2.1 

201 

4.7 

145 

0.9 

3.4 

NA 

NA 

PITTSTON  BURLINGTON  GROUP 

377.9 

3 

1094.0 

6 

10.7 

2 

23.2 

3 

2.8 

2.9 

11.4 

11 

RYDER  SYSTEM 

1408.7 

11 

4162.7 

9 

26.3 

26 

68.1 

-31 

1.9 

1.7 

9.6 

19 

TDINITV  IKiniKTDIPC  (Ql 
1  n  1  Pi  II  T  1 N  U  U  o  1  K  1 1  o    1 1 

D^o  .u 

n 
el 

c 
D 

34.4 

OO 
tlO 

98. 5 

2 1 

5.4 

4.4 

16.4 

1 1 

(D)  TRUCKING  &  SHIPPING 

GROUP  COMPOSITE 

5893.2 

8 

17112.0 

6 

100.0 

47 

181.9 

-17 

1.7 

1.2 

3.5 

39 

C 

ALEXANDER  &  BALDWIN 

333.8** 

36 

900.8 

18 

23.1 

124 

48.1 

142 

6.9 

4.2 

9.4 

18 

APL 

646.2** 

-9 

2013.6 

-5 

28.2 

-9 

52.9 

15 

4.4 

4.3 

7.4 

16 

ARKANSAS  BEST 

428.5 

8 

1244.3 

22 

-8.5 

NM 

-26.8 

NM 

NM 

NM 

-36.7 

NM 

-: 

CALIBER  SYSTEM 

627.2 

13 

1825.2 

1 1 

-2.0 

NM 

7.9 

-88 

NM 

4.0 

4.7 

19 

CONSOLIDATED  FREIGHTWAYS 

1473.9 

11 

4196.9 

7 

19.9 

28 

33.8 

-45 

1.3 

1.2 

3.0 

52 

HUNT  (J.  B.)  TRANSPORT  SERVICES 

378.7 

7 

1105.3 

11 

7.1 

285 

16.8 

265 

1.9 

0.5 

2.8 

58 

LANDSTAR  SYSTEM 

330.2 

11 

954.8 

6 

7  7 

7 

17.9 

-10 

2.3 

2.4 

16.6 

13 

ROADWAY  EXPRESS 

540.9 

3 

1590.7 

I 

4.6 

NM 

11.3 

NM 

0.8 

NM 

5.5 

29 

( 

USFREIGHTWAYS 

343.2 

18 

989.0 

16 

11.0 

26 

23.5 

-12 

3.2 

3.0 

12.4 

17 

YELLOW 

790.4 

2 

2291.4 

8.9 

NM 

-3.3 

NM 

1.1 

NM 

-6.3 

NM 

24  UTILITIES  &  POWER 


INDUSTRY  COMPOSITE 

58576.2 

5 

i fi7i on  n 

7251.3 

_2 

16996  7 

1 

12.4 

13.4 

10.8 

14 

2 

(A)  ELECTRIC,  WATER  &  COGENERATION 

GROUP  COMPOSITE 

51555.2 

2 

144270.4 

7 

7000.8 

-1 

15803.0 

1 

13.6 

14.0 

11.2 

12 

2 

ALLEGHENY  POWER  SYSTEM 

554.0 

-5 

1753.0 

1 

58.5 

-3 

168.4 

-11 

10.6 

10.4 

10.4 

16 

1 

AMERICAN  ELECTRIC  POWER 

1484.4 

-3 

4403.1 

4 

172.9 

3 

487.2 

11 

11.7 

11.1 

13.2 

13 

3 

ATLANTIC  ENERGY 

282.0 

-7 

753.0 

4 

35.6 

-32 

67.4 

-18 

12.6 

17.4 

8.7 

13 

1 

BALTIMORE  GAS  &  ELECTRIC 

826.0 

-3 

2419.0 

10 

146.5 

-10 

311.8 

9 

17.7 

19.2 

11.4 

12 

2 

BOSTON  EDISON 

498.0 

0 

1275.6 

1 

80.0 

11 

133.1 

12 

16.1 

14.5 

11.2 

10 

2 

CAROLINA  POWER  &  LIGHT 

831.6 

-5 

2301.1 

1 

129.2 

-15 

310.2 

1 

15.5 

17.4 

13.9 

14 

2 

CENTERIOR  ENERGY 

727.1 

-2 

1941.3 

0 

87.5 

-29 

141.3 

-40 

12.0 

16.7 

6.7 

11 

0 

CENTRAL  &  SOUTH  WEST 

1438.0 

32 

3920.0 

64 

194.0 

-4 

383.0 

11 

13.5 

18.7 

8.6 

12 

2 

CINERGY 

765.7 

0 

2366.5 

6 

96.7 

-16 

276.3 

-6 

12.6 

15.1 

12.9 

15 

2 

CIPSCO 

237.3 

-3 

i  ,i  18  9 

5 

36.3 

-15 

71.3 

2 

15.3 

17.5 

11.3 

17 

2 

CMS  ENERGY 

929.0 

7 

3150.0 

12 

67.0 

24 

223.0 

19 

7.2 

6.2 

14.9 

13 

2 

CONSOLIDATED  EDISON  CO.  OF  N.  Y. 

1920.3 

2 

5327.4 

6 

328.0 

-2 

573.9 

-6 

17.1 

17.7 

12.2 

10 

2 

DOMINION  RESOURCES 

1286  7 

-4 

3647.0 

4 

172.8 

-17 

438.6 

5 

13.4 

15.6 

9.3 

15 

2 

DPL 

281.0 

-7 

937.9 

0 

41.9 

6 

141.0 

4 

14.9 

13.1 

14.8 

14 

1 

DQE 

335.4 

-3 

929.3 

0 

57.4 

1 

138.7 

1 

17.1 

16.3 

13.3 

12 

2 

DUKE  POWER 

1292.4 

-6 

3574.2 

1 

265.0 

-7 

613.7 

-2 

20.5 

20.7 

13.5 

15 

3 

EDISON  INTERNATIONAL 

2568.2 

-4 

6349.6 

0 

288.7 

-3 

635.3 

0 

11.2 

11.2 

11.4 

12 

1 

ENOVA 

507.6 

6 

1444.5 

3 

64.4 

4 

181.1 

1 

12.7 

12.9 

14.8 

11 

1 

ENTERGY 

2138.3 

9 

5589.8 

15 

301.1 

6 

438.8 

-19 

14.1 

14.5 

6.0 

16 

1 

FLORIDA  PROGRESS 

879.0 

3 

2383.0 

5 

100.2 

7 

211.6 

6 

11.4 

11.0 

12.1 

12 

2 

FPL  GROUP 

1769.6 

12 

4601.4 

9 

255.9 

2 

512.1 

1 

14.5 

15.8 

12.8 

14 

3 

GPU 

1058.2 

-3 

2993.4 

4 

46.8 

-81 

251.1 

-37 

4.4 

22.4 

9.5 

14 

2 

HAWAIIAN  ELECTRIC  INDUSTRIES 

368.2 

9 

1041.6 

8 

19.0 

-29 

62.6 

-7 

5.2 

8.0 

9.7 

14 

2 

HOUSTON  INDUSTRIES 

1245.8 

5 

3184.0 

9 

245.4 

1 

385.9 

-7 

19.7 

20.5 

9.2 

15 

1 

IES  INDUSTRIES 

233.9 

-2 

687.8 

8 

21.1 

-33 

43.7 

-14 

9.0 

13.1 

9.3 

16 

1 

ILLINOVA 

458.4 

6 

1270.8 

1 

96.9 

1 

188.2 

12 

21.1 

19.7 

10.8 

12 

2 

KANSAS  CITY  POWER  &  LIGHT 

270.2 

-3 

703.0 

3 

36.2 

-37 

88.4 

-11 

13.4 

20.8 

12.0 

16 

1 

LG&E  ENERGY 

852.9 

108 

2479.6 

186 

42.2 

89.9 

2 

5.0 

9.9 

10.9 

18 

1 

LONG  ISLAND  LIGHTING 

849.8 

-3 

2408.6 

4 

130.0 

-1 

252.3 

4 

15.3 

•15.0 

10.6 

9 

2 

NEVADA  POWER 

293.5 

5 

640.1 

7 

57.4 

8 

82.1 

16 

19.6 

18.9 

10.3 

12 

1 

NEW  ENGLAND  ELECTRIC  SYSTEM 

616.9 

3 

1754.2 

4 

66.4 

-13 

167.0 

3 

10.8 

12.7 

12.8 

10 

3 

NEW  YORK  STATE  ELECTRIC  &  GAS 

456.6 

-2 

1528.3 

4 

11.1 

-75 

130.6 

-9 

2.4 

9.4 

9.5 

9 

NIAGARA  MOHAWK  POWER 

895.7 

1 

3019.5 

2 

-12.9 

NM 

136.2 

-38 

NM 

5.3 

4.8 

10 

0 

NIPSCO  INDUSTRIES 

356.3 

-4 

1297.3 

4 

36.6 

-5 

131.9 

1 

10.3 

10.4 

15.8 

13 

NORTHEAST  UTILITIES 

955.5 

3 

2855.6 

3 

9.3 

-91 

103.2 

-59 

1.0 

10.0 

5.9 

9 

1 

NORTHERN  STATES  POWER 

633.3 

-5 

1944.3 

1 

84.2 

-5 

194.8 

-10 

13.3 

13.4 

11.6 

13 

OHIO  EDISON 

646  9 

-3 

1857.9 

1 

96.4 

2 

254.1 

4 

14.9 

14.1 

12.4 

10 

OKLAHOMA  GAS  &  ELECTRIC 

449.2 

-4 

1075.9 

6 

90.2 

-7 

126.0 

5 

20.1 

20.7 

14.0 

12 

3 

PACIFIC  GAS  &  ELECTRIC 

2521.9 

-4 

6909.3 

-7 

233.7 

-38 

606  2 

-45 

9.3 

14,3 

9.2 

12 

1 

PACIFICORP 

1136.8 

33 

3120.1 

23 

142.9 

-15 

372.0 

-1 

12.6 

19.7 

12.0 

13 

1 

PECO  ENERGY 

1110.2 

-1 

3270.1 

4 

156.5 

-17 

419.0 

-17 

1'  1 

16.8 

10.9 

11 

2 

PINNACLE  WEST  CAPITAL 

598.8 

7 

1412.9 

9 

125.7 

5 

230.8 

18 

21.0 

21.3 

12.4 

11 

2 

PORTLAND  GENERAL 

260.1 

17 

794.1 

13 

21.2 

.■'8 

105.9 

104 

8.1 

7.4 

14.8 

16 

2 

POTOMAC  ELECTRIC  POWER 

658.2 

-1 

1596.6 

8 

138.7 

-5 

225.7 

165 

21.1 

22  i) 

11.9 

14 

1 
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|    AsV  Pov  c\  Roovn  TWovf  Works;'"  f\n<A  gef  f\  Wing-siie^  <AesV,  ^jusV^ble         ev$o^ov*\c  cU<?viv, 
mooooooooi    I   plus  out-leVs  <*v\<A  ^A^t-^povf      eye  level  (insVefv^  o-P  <nv\kle  level).  Unlike  oVUev-  UoFels, 

Z      w€  <Aov\'f  cU^v^e  e*fv-*>\  -Pov      fUe  exW^s.         we  nevev  cUw^e  <ah  access  -Pee  -Pov 
!rr  Calling  C*nv<A  ct?01s  eif  Uev.  Fev  vesevvtnHons,  pUovve  yow*  W<nvel  ^enf  ov  $00-22%-1210.  We  believe: 

Harriott 

HOTELS  ■  RESORTS  -  SUITES 

tly  available  al  no  exlra  cost  in  over  70  hotels,  including  all  major  markets,  with  continued  expansion  throughout  1996 


CORPORATE  SCOREBOARD 


COMPANY 


SALES 


PROFITS 


MARGINS 


3RD 

CHANGE 

9 

CHANGE 

3RD 

CHANGE 

9 

CHANGE 

3RD 

3RD 

QUARTER 

FROM 

MONTHS 

■FROM 

QUARTER 

FROM 

MONTHS 

FROM 

QUARTER 

QUARTER 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

$  MIL 

^ 

$  MIL. 

fa 

$  MIL 

% 

$  MIL 

% 

% 

% 

PP&L  RESOURCES 

714.6 

5 

2172.6 

8 

85.8 

-9 

277.8 

9 

12.0 

13.8 

PUBLIC  SERVICE  CO.  OF  COLORADO 

476.9 

2 

1584.6 

0 

39.3 

-14 

138.2 

8 

8.2 

9.8 

PUBLIC  SERVICE  ENTERPRISE  GROUP 

1417.9 

-1 

4551.0 

5 

203.4 

1 

530.3 

-3 

14.3 

14.0 

PUGET  SOUND  POWER  &  LIGHT 

252.9 

2 

841.2 

-1 

20.1 

6 

88.2 

-3 

8.0 

7.7 

ROCHESTER  GAS  &  ELECTRIC 

234.8 

-4 

779.6 

5 

21.1 

-22 

75.3 

4 

9.0 

1 1.0 

SCANA 

402.3 

8 

1147.6 

11 

71.3 

3 

181.2 

30 

17.7 

18.6 

SOUTHERN 

2917.0 

6 

7871.2 

15 

489.7 

0 

1053.0 

4 

16.8 

17.8 

SOUTHWESTERN  PUBLIC  SERVICE  (4) 

269.6 

4 

698.4 

8 

44.6 

-16 

82.6 

-16 

16.6 

20.5 

TECO  ENERGY 

400.8 

3 

1103.4 

4 

65.7 

2 

157.0 

6 

16.4 

16.5 

TEXAS  UTILITIES 

1930.1 

9 

5085.3 

16 

379.5 

NM 

752.8 

NM 

19.7 

NM 

UNICOM 

2068.0 

-6 

5299.8 

-1 

355.7 

-16 

634.4 

-3 

17.2 

19.4 

UNION  ELECTRIC 

743.7 

-2 

1712.6 

0 

185.0 

7 

289.1 

1 

24.9 

22.8 

WESTERN  RESOURCES 

490.2 

4 

1481.9 

15 

62.9 

-12 

136.5 

1 

12.8 

15.3 

WHEELABRATOR  TECHNOLOGIES 

359.1 

1 

1064.6 

-3 

48.1 

-6 

138.4 

-6 

13.4 

14.4 

WISCONSIN  ENERGY 

398.8 

-6 

1295.9 

-1 

53.7 

-9 

162.7 

-6 

13.5 

13.8 

RETURN  ON 
COMMON 

EQUITY  PRICE-  M 

12  MONTHS  EARNINGS  EA 

ENDING  RATIO 

9-30  10-25 


12.9 
12.7 
12.0 
10.0 
8.6 


10 
13 
10 
12 
11 

"l~3~ 

13 
13 
14 
12 


13.0 
12.9 
14.5 
16.2 
13.1 


10.7 
13.2 
10.5 
10.4 
11.8 


9 
13 
11 
21 
13 


(B)  GAS,  OIL  &  TRANSMISSION 


GROUP  COMPOSITE 

7021.0 

42 

22829.6 

37 

250.5 

-28 

1193.7 

0 

3.6 

7.0 

5.9 

37 

COLUMBIA  GAS  SYSTEM 

450.8 

23 

2236.2 

21 

-6.1 

NM 

153.4 

-14 

NM 

5.3 

-30.5 

NM 

EL  PASO  NATURAL  GAS 

744.9 

210 

1937.8 

208 

24.8 

22 

14.0 

-78 

3.3 

8.4 

5.2 

44 

ENSERCH 

386.6 

-7 

1480.4 

4 

-15.3 

NM 

7.8 

223 

NM 

NM 

1.0 

NM 

EQUITABLE  RESOURCES 

357.0 

32 

1389.1 

40 

-3.7 

NM 

36.0 

27 

NM 

0.6 

1.3 

NM 

K  N  ENERGY 

304.3 

22 

967.3 

24 

13.7 

16 

40.0 

20 

4.5 

4.8 

13.2 

18 

MCN 

245.5 

29 

1395.7 

43 

-11.1 

NM 

77.9 

30 

NM 

NM 

14.8 

17 

ONEOK  (4) 

231.5 

21 

985.9 

26 

-5.8 

NM 

44.4 

27 

NM 

NM 

12.3 

14 

PACIFIC  ENTERPRISES 

596.0 

13 

1787.0 

2 

50.0 

0 

162.0 

11 

8.4 

9.5 

14.8 

13 

PANENERGY 

1832.0 

62 

4980.7 

37 

86.1 

17 

267.7 

19 

4.7 

6.5 

14.7 

17 

SONAT 

788.2 

55 

2369.7 

68 

48.0 

-63 

134.2 

-28 

6.1 

25.6 

9.3 

29 

USX-DELHI  GROUP 

242.0 

62 

726.5 

71 

-1.2 

NM 

0.0 

NM 

NM 

NM 

1.4 

77 

WILLIAMS 

842.2 

18 

2573.4 

27 

71.0 

4 

256.3 

9 

8.4 

9.6 

9.8 

18 

ALPHABETICAL  LIST  OF  COMPANIES 

The  number  following  each  company  name  identifies  the  Scoreboard  category  under  which  it  is  listed 


A&P  10c 

Abbott  Laboratories  1 2d 
ABM  Industries  21  e 
Adams  Resources  21b 
Advanced  Micro  9d 
ADVO  2 Id 
Aetna  17b 
AFLAC  17b 
AGCO 15c 

Ahmanson  (H  F I  17c 
Air  Express  Int I  23c 
An  Products  &  Chemicals  4 
Airborne  Freight  23c 
Airgas  21b 

AnTouch  Communications  22a 
AK  Steel  Holding  16b 
Alaska  An  Group  23a 
Alberto-Culver  6d 
Alberlson  s  10c 
Alco  Standard  5 
Alcoa  16a 

Alexander  &  Alexander  17a 
Alexander  &  Baldwin  23d 
Alleghany  17a 
Allegheny  Power  24a 
Allegheny  Teiedyne  5 
Allergan  12b 
Alliant  Techsystems  15a 
AlhedSignal  5 
Allstate  17b 
Alltel  22b 
Alumax  16a 
Amdahl  18b 
Amerada  Hess  11a 
America  West  23a 
American  Bankers  Insurance  17b 
American  Brands  6e 
American  Electric  24a 
American  Express  17a 
American  Financial  Group  17b 
Amencan  General  17b 
American  Greetings  14d 
American  Home  12b 
American  Intl  Group  17b 
American  National  17b 


American  Standard  13a 
American  Stores  10c 
Ameritech  22b 
Ames  Dept.  Stores  8 
An :  1 1  12b 
Amoco  11a 
AMP  9d 
AMR  23a 

Analog  Devices  9d 
Andrew  9b 
Anheuser-Busch  6c 
Anixter  International  5 
Apache  11a 
APL  23d 

Apogee  Enterprises  21a 
Apple  Computer  18b 
Applied  Materials  15c 
Apria  Healthcare  Group  12c 
APS  Holding  21b 
Arcadian  4 
Arco  Chemical  4 
Arkansas  Best  23d 
Al'in  u  161) 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arvm  Industries  2b 
Asarco  16c 
Ashland  11a 

Associates  First  Capital  17a 
AT&T  22a 
AT&T  Capital  17a 
Atlantic  Energy  24a 
Atlantic  Richfield  11a 
Atmel  9d 

Automatic  Data  18c 
.  ih,/ 1' '  8 
Avery  Denmson  15a 
Avnet  21b 
Avon  Products  6d 
AVX  9d 


Baker  (J.)  I 
Ball  7a 

Bally  Entertainment  14c 
Baltimore  G&E  24a 
Banc  One  3b 


Bancorp  Hawaii  3d 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BankAmerica  3d 
Bankers  Trust  3a 
BanPonce  3c 
Banta  21d 
Bard  (C.R  )  12d 
Barnes  &  Noble  8 
Barnett  Banks  3c 
Bausch  8.  Lomb  1 2d 
Baxter  International  1 2d 
Bay  Networks  18c 
BDM  International  18c 
Bear  Stearns  17a 
Bearings  21b 
Beckman  Instruments  9c 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 
Beneficial  17a 
Bergen  Brunswig  12a 
Best  Buy  6b 
Best  Products  8 
Bethlehem  Steel  16b 
BetzDearborn  4 
Beverly  Enterprises  12c 
Bindley  Western  Inds  12a 
Birmingham  Steel  16b 
Black  &  Decker  15b 
Block  (H&R)  17a 
Boatmen's  Bancshares  3b 
Boeing  1 

Boise  Cascade  19a 
Boise  Cascade  Office  Prods  21b 
Borders  Group  8 
Borg-Warner  Automotive  2b 
Boston  Edison  24a 
Boston  Scientific  1 2d 
Bowater  19b 
Bradlees  8 

Brinke'  International  14a 
Bristol-Myers  Squibb  12b 
Brown  Group  6a 
Brown-forman  6c 
Browning-Ferris  21c 
Bruno's  10c 


Brunswick  14d 
BT  Office  Products  21b 
Burlington  Northern  Santa  Fe  23b 
Burlington  Resources  11a 
Butler  Mfg.  21a 


Cabletron  Systems  18c 
Cabot  4 
Caldor  8 

Caliber  System  23d 
Cal  Fed  Bancorp  17c 
Campbell  Soup  10b 
Canandaigua  Wine  6c 
Capital  One  Financial  17a 
Cardinal  Health  12a 
Carlisle  15a 
Carnival  14d 
Carolina  Power  24a 
Case  15c 

Casey's  General  Stores  10c 
Caterpillar  15c 
CDI  21e 

CDW  Computer  Centers  8 
Centenor  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Cendian  18c 

Champion  Enterprises  13b 
Champion  Intl  19b 
Charming  Shoppes  8 
Charter  One  Financial  17c 
Chase  Manhattan  3a 
Chesapeake  19b 
Chevron  11a 

Chiquita  Brands  Intl  10b 

Chiron  12b 

Chrysler  2a 

CHS  Electronics  18c 

Cigna  17b 

Cincinnati  Bell  22b 

Cincinnati  Financial  17b 

CINergy  24a 

Cipsco  24a 

Circuit  City  Stoies  6b 

Circus  Circus  14c 

Cirrus  Logic  9d 


Cisco  Systems  18c 
Citicorp  3a 
Clayton  Homes  13b 
Clorox  6d 
CMS  Energy  24a 
Coastal  11a 
Coca-Cola  6c 
Coca-Cola  Enterprises  6c 
Coleman  14d 
Colgate-Palmolive  6d 
Collins  &  Aikman  15d 
Coltec  Industries  15c 
Columbia  Gas  24b 
Comenca  3b 
Commercial  Metals  16b 
Compaq  Computer  18b 
CompuCom  Systems  18a 
CompUSA  18c 
Computer  Associates  18c 
Computer  Sciences  18c 
Comsat  22a 
ConAgra  10b 
Conrail  23b 

Consolidated  Edison  24a 
Cons.  Freightways  23d 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continental  Airlines  23a 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber  2c 
Coors  (Adolphl  6c 
CoreStates  Financial  3a 
Corning  15a 
CPC  International  10b 
Cracker  Barrel  14a 
Crane  21b 

Crompton  &  Knowles  4 
Crown  Central  Petroleum  11a 
Crown  CorkS  Seal  7a 
CSX  23b 

CUC  International  21e 
Cummins  Engine  2b 
Cyprus  Amax  Minerals  16c 
Cytec  Industries  4 


Dana  2b 


Danaher  15b 
Darden  Restaurants  14a 
Data  General  18b 
Dayton  Hudson  8 
Dean  Foods  10b 
Dean  Witter,  Discover  17a 
Deere  15c 
Delchamps  10c 
Dell  Computet  18b 
Delta  Air  Lines  23a 
Deluxe  18a 
Detroit  Diesel  2b 
Dexter  4 
Dial  6d 

Diamond  Shamrock  11a 
Diebold  18a 
Digital  Equipment  18b 
Dillard  8 
Dole  Food  10b 
Dollar  General  8 
Dominion  Resources  24a 
Donaldson,  Lufkin  &  Jenrette  1 7a 
Donnelley  (R.R.)21d 
Dover  15c 
Dow  Chemical  4 
Dow  Jones  20 
DPL  24a 
DQE  24a 

Dresser  Industries  15c 
Dreyer's  Grand  Ice  Cream  10b 
DSCCommuns  22a 
Duke  Powei  24a 
Dun  &  Bradstreet  20 
DuPont  4 

Duracell  International  15a 


Eagle  Food  Centers  10c 
Earthgrains  10b 
Eastman  Chemical  4 
Eastman  Kodak  14d 
Eaton  9a 
Echlm  2b 
Eckerd  12a 
Ecolab  6d 
Edison  Brothers  8 
Edison  International  24a 


Edwards  (A  G.)  17a 
EGSG  21a 
El  Paso  Natural  Gas  24b 
Electronic  Data  Systems  18 
EMC  18b 
Engelhard  4 
Enova  24a 
Enron  21b 
Enserch  24b 
Entergy  24a 
Equifax  17a 
Equitable  Resources  24b 
Estee  Lauder  6d 
Ethyl  4 
Excel  Communications  22a 
Excel  Industries  2b 
Exxon  1  la 


Family  Dollar  Stores  8 
Fannie  Mae  17a 
Fays  12a 

Federal  Express  23c 
Federal  Home  Loan  17a 
Federal  Signal  15a 
Federal  Mogul  2b 
Federated  Dept.  Stores  8 
Ferro  4 

Fieldcrest  Cannon  15d 
Fifth  Third  Bancorp  3b 
Fina  11a 
Fingerhut  8 

First  American  Finl.  17a 
First  Bank  System  3b 
First  Chicago  NBD  3b 
First  Data  18c 
First  Empire  State  3a 
First  Maryland  Bancorp  3a 
First  of  America  Bank  3b 
First  Security  3d 
First  Tennessee  Natl  3c 
First  Union  3c 
Firstar  3b 

Fisher  Scientific  21b 
Fleet  Financial  Group  3a 
Fleetwood  Ents  13b 
Fleming  10a 
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'It  was  a  night  like  too  many  others  1  had  seen. 
Cold.  Wet.  Miserable.  Rain  was  bouncing 
oH  my  hood  like  popcorn  on  an  unattended 
stove.  Up  ahead  I  caught  the  lights  of  what 
I  hoped  was  my  call.  When  my  tow  truck 
pulled  alongside,  she  snapped  her  Shell  Gold 
MasterCard*  against  the  glass.  She  couldn't 
help  being  in  this  jam.  Cars  have  a 

way  of  dying  unexpectedly 
like  relatives  with  unpaid 

bills.  But  she  knew  how  to  take  care  ol 
herself.  That  Shell  Gold  MasterCard  from 
Chase  provided  Driver's  Assurance.  It  I 
changed  a  tire  or  gave  her  a  jumpstart,  or  even 
a  tow,  she  didn't  have  to  pay  me  a  dime.  It  was 
ail  included  with  the  card.  Plus,  she  could 
earn  free  gasoline  and  get  other  gold  card 
services,  too.  She  was  pretty  smart,  all  right. 
I'd  have  her  out  ot  here  in  no  time.  1  lien  she'd 
be  of!  using  that  Shell  Gold  MasterCard 
from  Chase  to  pay  tor  a  high  old  time.  And 
I'd  still  be  behind  the  wheel  ot  this  tow 
truck  in  a  night  that  was  taking  longer  to 
get  through  than  a  New 
Year's  Day 
hangover. 


nitcd  Shell  gasoline  using  the  Shell  C  jold  MasterCard.  Rebates  automatically  applied  to  monthly  statement.  See  Rebate 
J  (  onutiiCifs.  ■ Void  where  prohibited  by  law.  $4$  animal  fee.  Some  charges,  restrictions  and  limitations  apply.  See 
Kit  fo'r  Driver's  Assurance  details  and  restrictions.  I  his  m/ormuf/on  is  accurate  as  0/  September  iock>,  the  date  0/ 
and  is  subject  to  change  without  notice.  ©Chase  Manhattan  Hank  USA,  N.A.  and  Shell  Oil  Company  ("on. 


THE  CARD  FOR 
DRIVERS 


lo  apply  lor  the  Shell  Qold 
MasterCard  from  Chase,  pick  up 
an  application  at  a  Shell  station  or 
call  toll  free  f-888-93'-QOLD. 
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Florida  Progress  24a 

Huntington  Bancshares  3b 

Flowers  Industries  10b 

nMHHB 

Fluor  21a 

FMC  15c 

IBM  18b 

Food  lion  10c 

RP  10b 

Ford  Motor  2a 

IES  Industries  24a 

Fort  Howard  19b 

Illinois  Tool  Works  15a 

Foster  Wheeler  21a 

lllinova  24a 

FPL  Group  24a 

Imation  14d 

Franklin  Resources  17a 

IMC  Global  4 

Fritz  23c 

InaCom  21  e 

Frontier  22b 

Informix  18c 

Fuller  (H  8  1 4 

Ingersoll-Rand  15c 

Furniture  Brands  6b 

Inland  Steel  16b 

Integrated  Health  Svcs.  12c 

Intel  9d 

Intelligent  Electronics  18a 

G-l  Holdings  4 

Gannett  20 

Interface  15(1 

Gap  8 

Intergraph  18c 

Gateway  2000  18b 

Interim  Services  21e 

GAT*  23c 

Interpublic  Group  21d 

GenCorp  2b 

Interstate  Bakeries  10b 

Genentech  12b 

Intimate  Brands  8 

General  Dynamics  1 

International  Flavors  4 

General  Electric  5 

Intl  Multifoods  10a 

General  Instrument  9b 

International  Paper  19b 

General  Mills  10b 

Iomega  18b 

General  Motors  2a 

ITT  14c 

General  Signal  9a 

ITT  Hartford  Group  17b 

Genuine  Parts  21b 

ITT  Industries  5 

Geon  4 

Georgia  Gulf  4 
Georgia-Pacific  19a 
Giant  Food  10c 
Gillette  6d 

Glendale  Fedri  i  B.mk  17c 
Golden  West  17c 
Goodrich  (B.F.I  4 
Goodyear  Tire  &  Rubber  2c 
GPU  24a 
Grace  (W  R  )  4 
Grainger  (W  W)  21b 
GranCare  12c 
Great  A&P  10c 
Great  Lakes  Chemical  4 
GTE  22b 
Guidant  12d 


Halliburton  11b 
Handleman  21  e 
Hanna  (M  A  )  4 
Hannaford  Brothers  1 0c 
Harcourt  General  5 
Harley-Davidson  14d 
Harman  International  14d 
Harnischfeger  15c 
Harrah's  Entertainment  14c 
Harris  9b 
Harsco  15a 
•      ■  14(1 
Hawaiian  Electric  24a 
Healthsouth  12c 
Hechinger  8 
Heihg-Meyers  6b 
Heinz  (H.J.)  10b 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
HFS21e 
Hillenbrand  15a 
Hills  Stores  8 
Hilton  Hotels  14c 
Home  Depot  8 
Home  Shopping  8 
HON  Industries  18a 
Honeywell  9c 

Horizon/CMS  Healthcare  12c 
Hormel  Foods  10b 
Host  Marriott  Services  14a 
Houghton  Mifflin  20 
Household  Intl  17a 
Houston  Industries  24a 
Hub  Group  23c 
Hubbell  9a 
Hudson  Foods  10b 
Hughes  Electronics  9b 
Hughes  Supply  21b 
Hunt  (J.B)23d 


Jacobs  Engineering  21a 
James  River  19b 
Jefferson  Smurfit  7b 
Jefferson-Pilot  17b 
Johnson  &  Johnson  1 2d 
Jones  Apparel  Group  6a 
JP  Foodservice  10a 


K-lll  Communications  20 
K  N  Energy  24b 
Kaiser  Aluminum  16a 
Kaman  21b 

Kansas  City  Power  8,  Light  24a 
Kash  n'  Karry  10c 
Kaufman  &  Broad  13b 

10b 
Kellwood  6a 
Kelly  Services  21  e 
Kennametal  15b 
Kerr-McGee  11a 
Kimball  Intl  6b 
Kimberly-Clark  19b 
Kmart  8 

Knight-Ridder  20 


MagneTek  9a 
Mallinckrodt  12d 
Manor  Care  12c 
Manpower  21 e 
Mapco  11a 

Mark  IV  Industries  15a 

Marriott  Intl.  14c 

Marsh  &  McLennan  17a 

Marshall  &  llsley  3b 

Marshall  Industries  21b 

Mattel  14d 

Maxxam  16a 

May  Department  Stores  8 

Maytag  6b 

MBNA  3a 

McCormick  10b 

McDonald's  14a 

McDonnell  Douglas  1 

McGraw-Hill  20 

MCI  Communications  22a 

McKesson  12a 

MCN  24b 

M  D  C  Holdings  13b 
Mead  19b 
MedPartners  12c 
Medtronic  1 2d 
Mellon  Bank  3a 
Melville  12a 

MEMC  Electronic  Materials  9d 
Mercantile  Bancorp  3b 
Mercantile  Stores  8 
Merck  12b 
Merrill  Lynch  17a 
Meyer  (Fred)  8 
MFS  Communications  22a 
Michaels  Stores  8 
MicroAge  18a 
Micron  Electronics  18b 
Micron  Technology  9d 
Microsoft  18c 
Miller  (Herman)  18a 
Minnesota  Mining  15a 
Mirage  Resorts  14c 
Mitchell  Energy  11a 
Mobil  11a 
Modine  Mfg  2b 
Mohawk  Industries  15d 
Molex  9d 
Monsanto  4 
Morgan  (J.  P.)  3a 
Morgan  Stanley  17a 
Morton  International  4 
Motorola  9b 
Murphy  Oil  11a 
Musicland  Stores  14d 


Kohls  8 

ft  IOC 

Nabisco  Holdings  10b 
Nacco  Industries  15b 

Lafarge  13a 

Nalco  Chemical  4 

Lam  Research  15c 

National  City  3b 

Landstar  System  23d 

National  Semicond  9d 

LCI  International  22a 

National  Service  9a 

Lear  2b 

National  Steel  16b 

Leggett  &  Piatt  6b 

NationsBank  3c 

Lehman  Brothers  Holdings  17a 

Navistar  International  2a 

Lennar  13b 

Neiman  Marcus  Group  8 

Levitz  Furniture  6b 

Nevada  Power  24a 

Lexmark  Intl.  Group  18b 

New  England  Electric  24a 

LG&E  Energy  24a 

New  York  State  E&G  24a 

Lilly  (Eh)  12b 

New  York  Times  20 

Limited  8 

Newell  15a 

Lincoln  Electric  15b 

NGC  11a 

Lincoln  National  17b 

Niagara  Mohawk  24a 

Litton  Industries  9b 

Nike  6a 

Liz  Claiborne  6a 

Nine  West  Group  6a 

Lockheed  Martin  1 

Nipsco  Industries  24a 

Long  Island  Lighting  24a 

NL  Industries  4 

Longs  Drug  Stores  12a 

Noble  Affiliates  11b 

Louisiana-Pacific  19a 

Nordstrom  8 

Lowe's  8 

Norfolk  Southern  23b 

LSI  Logic  9d 

Norrell  21e 

LTV  16b 

Nortek  13a 

Lubnzol  4 

Northeast  Utilities  24a 

Lucent  Technologies  22a 

Northern  Stales  24a 

Lukens  16b 

Northern  Trust  3b 

Lyondell  4 

Northrop  Grumman  1 

Northwest  Airlines  23a 
Norwest  3b 
Novell  18c 
Nucor 16b 
Nynex  22b 


Occidental  Pet  11a 
Office  Depot  8 
OfficeMax  8 
Ohio  Casualty  17b 
Ohio  Edison  24a 
Oklahoma  G&E  24a 
Old  Kent  Financial  3b 
Old  Republic  Intl  17b 
Olin  4 
Olsten  21e 
Omnicom  Group  21  d 
Oneok  24b 
Oracle  18c 
Orion  Capital  17b 
OrNda  HealthCorp  12c 
Oryx  Energy  11a 
Outback  Steakhouse  14a 
Owens  &  Minor  1 2d 
Owens  Corning  13a 
Owens-Illinois  7a 


Paccar  2a 

Pacific  Enterprises  24b 
Pacific  G&E  24a 
Pacific  Telesis  Group  22b 
PacifiCorp  24a 
PaineWebber  Group  17a 
Pall  5 

PanEnergy  24b 
Parker  Hannifin  15a 
Payless  Cashways  8 
Payless  ShoeSource  8 
PECO  Energy  24a 
Penn  Traffic  10c 
Penney  (J.C.)8 
Pennzoil  11a 
Pentair  15c 
Pep  Boys  8 
PepsiCo  6c 
Perkin-Elmer  9c 
Petsmart  8 
Pfizer  12b 
Phar-Mor  12a 
Pharmacia  &  Upjohn  12b 
Phelps  Dodge  16c 
PHH21e 
Philip  Morris  6e 
Phillips  Petroleum  11a 
Phillips-Van  Heusen  6a 
Pier  1  Imports  6b 
Pinnacle  West  24a 
Pioneer-Standard  21b 
Pitney  Bowes  18a 
Pittston  Brink's  Group  21e 
Pittston  Burlington  Group  23c 
Pittway  5 

Ply  Gem  Industries  13a 
PNC  Bank  3a 
Polaris  Industries  15a 
Polaroid  14d 
Portland  General  24a 
Potlatch  19b 
Potomac  Electric  24a 
PP&L  Resources  24a 
PPG  Industries  13a 
Praxair  4 

Precision  Castparts  16c 
Premark  Intl.  5 
Pnce/Costco  8 
Procter  &  Gamble  6d 
Proftitt's  8 
Progressive  1 7b 
PS  Co.  of  Colorado  24a 
Public  Service  Enl  24a 
Puget  Sound  Power  24a 
Pu!te13b 


Quorum  Health  Group  12c 


Ralston  Purina  10b 
Raychem  9a 
Rayonier  19a 
Raytheon  9b 
Reader's  Digest  20 
Reebok  International  6a 
Regions  Financial  3c 
RehaStar  Financial  17b 
Republic  New  York  3a 
Revco  D  S  12a 
Revlon  6d 
Rexel  21b 

Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfood  Holdings  10a 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Express  23d 
Robert  Half  International  21  e 
Rochester  GSE  24a 
Rohm  &  Haas  4 
Rohrl 

Ross  Stores  8 

;e  Steel  16b 
Royal  Caribbean  Cruises  14d 
RPM  13a 
Rubbermaid  15a 
Ruddick  10c 
Russell  6a 
Ryder  System  23c 
Rykoff -Sexton  10a 
Ryland  Group  13b 


Safeguard  Scientifics  18c 
Safeway  10c 
Saks  Holdings  8 
Sallie  Mae  17a 
Salomon  17a 
Sara  Lee  1 0b 
SBC  Communications  22b 
Scana  24a 
Schering-Plough  12b 
Schlumberger  lib 
Schuller  19b 
Schulman  (A.)  4 
Schwab  (Charles)  17a 
SCI  Systems  9d 
Scientific-Atlanta  22a 
Scripps  (E  W )  20 
Seaboard  10b 
Seagate  Technology  18b 
Seats,  Roebuck  8 
Service  Corp.  Intl  21  e 
Service  Merchandise  8 
ServiceMaster  21  e 
Shaw  Industries  15d 
Sherwin-Williams  13a 
Shoney's  14a 
ShopKo  Stores  8 
Silicon  Graphics  18b 
Smart  &  Final  10a 
Smith  (A  O.)  2b 
Smith  International  lib 
Smithfield  Foods  10b 
Snap-on  15b 
Solectron  9d 
Sonat  24b 
Sonoco  Products  7b 
Southern  24a 
Southern  National  3c 
Southern  New  Eng  Tel  22b 
Southland  10c 
SouthTrust  3c 
Southwest  Airlines  23a 
Southwestern  PS  24a 
Spiegel  8 
Sports  Authority  8 
Springs  Industries  15d 
Sprint  22a 
SPX  15b 
SI  Paul  17b 

Standard  Commercial  6e 
Standard  Federal  Bancorp.  11 
Standard  Products  2b 
Standard  Register  18a 


Stanley  Works  15b 
Staples  8 

State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  &  Webster  21a 
Stone  Container  7b 
Storage  Technology  18b 
Summit  Bancorp.  3a 
Sun  11a 

Sun  Healthcare  Group  12c 
Sun  Microsystems  18b 
Sunbeam  6b 
Sundstrand  1 
SunTrust  Banks  3c 
Supermarkets  Gen  10c 
Supervalu  10a 
Sybase  1 8c 
Sysco  10a 


Talbots  8 

Tandem  Computers  18b 
Tandy  6b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Tektronix  9c 
Tellabs  22a 
Temple-inland  7b 
Tenet  Healthcare  12c 
Tenneco  5 
Teradyne  9c 
Terra  Inds.  4 
Tesoro  Petroleum  11a 
Texaco  11a 
Texas  Industries  13a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 

Thomas  &  Betts  9a 
Thorn  Apple  Valley  10b 
3Com  18b 
3M  15a 

360  Communications  22a 

Timberland  6a 

Time  Warner  20 

Times  Mirror  20 

Timken  15c 

TJX  8 

Toro  6b 

Tosco  11a 

Toys  'R'  Us  8 

Tracor  9b 

Transamerica  17b 

Transatlantic  Holdings  17b 

Travelers  Group  17a 

Travelers/Aetna  Property  17b 

Tribune  20 

Trinity  Industries  23c 

Trinova  15a 

TRW  5 

Tupperware  15a 
Tyco  Intl  15c 
Tyco  Toys  14d 


U.S.  Bancorp  3d 
U.S.  Home  13b 
U.S.  Office  Products  8 
U  S  Surgical  1 2d 
UAL  23a 

UCAR  International  9a 

Ultramar  11a 

UNC  21e 

Unicom  24a 

Unifi  15d 

Union  Camp  7b 

Union  Carbide  4 

Union  Electric  24a 

Union  Pacific  23b 

Union  Pacific  Resources  11a 

Union  Planters  3c 

Union  Texas  11a 

UnionBanCal  3d 

Unisys  18b 

United  Stationers  21b 

United  Technologies  1 

United  Wisconsin  Services  12c 

Unit™  17b 


Universal  6e 
Universal  Forest  Products  1 
Universal  Health  12c 
Unocal  11a 
US  West  Communications  2 
US  West  Media  20 
USAir  Group  23a 
USFreighrways  23d 
USF&G  17h 
USG13a 
UST6e 

USX-Delhi  Group  24b 
USX-Marathon  11a 
USX-U.S.  Steel  16b 


Valero  Energy  11a 
Valhi  5 
Valspar  13a 
Value  City  8 
Vanstar  18c 
Vanan  Associates  9b 
Vastar  Resources  11a 
Vencor  12c 
Venture  Stores  8 
VF6a 

Viacom  14b 
Viad5 

Viking  Office  Products  8 
Volt  Info.  Sciences  21e 
Vons  10c 

Vulcan  Materials  13a 
VWR  Scientific  Products 


Waban  8 
Wachovia  3c 
Wackenhut21e 
Wal-Mart  Stores  8 
Walgreen  12a 
Walter  Industries  16b 
Wang  Laboratories  18c 
Warnaco  Group  6a 
Warner-Lambert  12b 
Washington  Post  20 
Weatherford  Enterra  lib 
Webb  (Del)  13b 
Weirton  Steel  16b 
Weis  Markets  10c 
Wellman  4 
WellPoint  Health  12c 
Wells  Fargo  3d 
Wendy's  Intl  14a 
Western  Atlas  lib 
Western  Digital  18b 
Western  Resources  24a 
WestPoint  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  19b 
Wheelabrator  Techs  24a 
Whirlpool  6b 
Whitman  5 
Wickes  Lumber  8 
Willamette  Industries  19a 
Williams  24b 
Winn-Dixie  Stores  10c 
Wisconsin  Energy  24a 
Witco  4 

WLR  Foods  10b 
WMX  Technologies  21c 
Woolworth  8 
WorldCom  22a 
Worthington  Inds  16b 
WrigleyfWm.)  Jr.  10b 
Wyle  Electronics  21b 


Xerox  18b 
Yellow  23d 
York  Intl  13a 
Zale  8 

Zenith  Electronics  6b 
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FREE  TO  PAGENET  ALPHANUMERIC  CUSTOMERS  For  the  first  time,  CNN  news  is  being  broadcast  to  pagers. 
It's  the  same  award-winning  CNN  news  you  see  on  television  and  the  Internet.  World  and  national  news. 
Sports  headlines  and  updated  scores.  Wall  Street  news  and  market  reports.  Weather  forecasts,  news  from 


Hollywood  and  more.  The  difference  is,  the  news  comes  to  you  as  a  text  message  on  your  alphanumeric  pager.  It's  an  exclusive  ser- 
vice for  PageNet  customers,  free  when  you  sign  up  for  alphanumeric  paging  service.  So  call  now.  And  have  CNN  news  at  your  fingertips. 


Finance 


PRICES 


COMMODITIES:  HOW 
LOW  CAN  THEY  GO? 

Even  energy  prices  are  dropping,  easing  inflation  pressures 


■  s  the  great  commodity  scare  of  1996 
I  over?  From  oil  to  lead  to  corn,  the 
I  prices   of  many  basic  materials 

■  surged  in  the  first  half  of  the  year. 
Inflation  pessimists  saw  rising  commod- 
ity prices  as  the  leading  edge  of  an  in- 
flationary surge  that  would  force  the 
Federal  Reserve  to  boost  interest  rates. 

But  by  the  end  of  the  summer,  prices 
of  farm  products  and  industrial  metals 
were  falling  sharply.  Now,  in  the  past 
few  weeks,  the  lone  holdout,  energy 
prices,  is  finally  heading  down  as  well. 
Prices  for  both  crude  oil  and  heating  oil 
are  off  12%  since  their  October  peaks, 
despite  the  coming  winter.  The  down- 
ward pressure  on  energy  prices  was  in- 
creased even  more  by  a  Nov.  5  report 
from  the  American  Petroleum  Institute 
that  showed  U.  S.  crude  oil  inventories 
unexpectedly  rising.  "The  hype  has  had 
a  bigger  cycle  than  reality,"  says  Steven 
Strongin,  director  of  commodities  re- 
search at  Goldman  Sachs  &  Co. 

The  decline  in  prices  across  a  wide 
array  of  commodities — 
both  those  traded  on  fi- 
nancial exchanges  and 
not — is  already  reducing 
costs  for  U.  S.  factories. 
More  than  90%  of  manu- 
facturing purchasing  ex- 


ecutives reported  paying  the  same  or 
lower  prices  for  raw  materials  and  oth- 
er supplies  in  October,  compared  with 
September.  With  input  prices  falling, 
this  may  help  boost  corporate  profits 
for  the  fourth  quarter. 
strong  HARVEST.  Swings  in  commodity 
prices  do  not  directly  affect  consumer 
inflation.  Nevertheless,  unlike  the  con- 
sumer price  index,  which  is  only  calcu- 
lated monthly  by  the  Bureau  of  Labor 
Statistics,  commodity  prices  can  be 
tracked  by  traders  and  policymakers  on  a 
day-by-day  basis.  So  if  commodity  prices 
are  surging,  that  raises  inflation  fears 
and  puts  pressure  on  the  Federal  Re- 
serve to  raise  interest  rates.  But  if  com- 
modity prices  are  falling,  that  calms  the 
financial  markets  and  enables  the  Fed 
to  hold  its  fire.  The  break  in  commodity 
prices  means  that  'the  inflation  premium 
is  being  reduced,  and  that  means  long 
rates  are  going  towards  6%  or  lower," 
says  Joel  Unger,  a  partner  in  New  York 
investment  firm  Stralem  &  Co. 


Commodity  Prices 
Break  Down 


FARM  PRICES  HAVE  PLUMMETEI 


120 


NOV.  5,  '9f 

...METALS  ARE  CHEAPER... 

ALUMINUM,  COPPER,  AND 
OTHER  INDUSTRIAL  METALS 


COT 


IS  cn 


APR.  5,  '96 
A  JAN.  '96=100 


NOV.  5,  '96 


...AND  ENERGY  IS  OFF  ITS  HIGH 


18 
0' 


HOLIDAY  CHEER 


With  prices  of  raw 
materials  falling,  corporate  profits  may 
get  a  boost  in  the  fourth  quarter 


APR.  5,  '96  NOV.  5 

▲  DOLLARS  PER  BARREL 

DATA:  GOLDMAN,  SACHS  &  CO..  BLOOMBERG  FINANCIAL  MARKE  f 

To  be  sure,  over  the  next  few  ye  j, 
prices  for  commodities  such  as  corn  jji  ; 
copper  will  likely  drift  upward  as  Ja] 
ese  and  European  economies  recover 
incomes  rise  in  East  Asia.  Moreover, 
pliers  are  holding  smaller  inventoi 
increasing  the  possibility  for  demani 
temporarily  outpace  supply  for  partic  fj 
commodities.  But  even  in  the  long 
says  Strongin,  "we  don't  expect  a  70s 
peat  of  commodity  inflation." 

The  incipient  commodity  boom 
deflated  by  a  convergence  of  eve 
For  one,  a  strong  U.  S.  harvest  of  c 
and  soybeans,  combi 
with  good  crops  in  W , 
ern  Europe,  surprift 
traders,  who  were  1 
ting  on  rising  agiiculti 
prices.  Instead,  the  sfi 
fall  in  grain  prices  st 
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sh  tone  for  commodity  markets 
ill,  says  William  E.  Byers,  top  fu- 

strategist  at  Bear,  Stearns  &  Co. 
soybean  trader  David  J.  Fisher, 
nce-chairman  of  the  Chicago  Board 
ade,  says  intense  selling  pressure 

commodity-trading  advisers  has 
oor  traders  in  a  negative  mood, 
ices  of  industrial  metals  such  as 
num  and  nickel  have  been  hit  hard 
combination  of  growing  supply  and 
demand  in  industrialized  countries, 
s  are  "very,  very  sensitive  to  eco- 
:  growth,"  says  James  E.  Annable 
def  economist  at  First  Chicago  nbd 

In  1996,  the  large  industrialized 
ries  only  managed  a  sluggish  2.2% 
th  rate.  And  next  year  won't  be 

better,  according  to  DRl/McGraw- 
which  forecasts  an  equally  tepid 
growth  rate  for  these  countries. 
I  CUT.  Still,  prices  for  energy  com- 
ies  such  as  crude  oil  and  heating 
-cept  the  commodity  boom  going 

recently.  Energy  commodities, 
i  make  up  a  full  48%  of  the  Gold- 
Sachs  commodity  index,  rose  by 
between  the  beginning  of  the  year 
mid-October.  But  inventories  of 

oil  are  up  over  last  year,  and  once 
rs  cranked  up  production,  the  high 
5  could  not  hold.  Moreover,  oil  is 
±ed  to  continue  to  be  in  plentiful 
jr.  The  futures  market  is  projecting 
/erage  price  of  $19  a  barrel  for 

down  from  the  current  $23  a  bar- 
id  "there  is  potential  for  significant 
nts  of  oil  to  enter  the  markets," 
Salomon  Brothers  Inc.  energy  an- 

Keith  Petersen. 

e  commodity  deflation  is  hitting  all 
of  basic  materials.  The  price  for 
pulp  is  down  by  27%  in  1996,  with 
sr  declines  likely  next  year.  Prices 
)lypropylene  and  polyethylene  are 
•ted  to  drop  because  of  extra  poly- 
)rocessing  capacity  that's  coming 
i  in  the  Gulf  Coast.  Despite  strong 
nd  and  low  inventories  for  steel, 
till  haven't  seen  a  surge  in  pricing" 
Roger  A.  Malehorn,  vice-president 
ommercial  operations  at  Bayou 
Corp.,  a  minimill  in  LaPlace,  La. 
there  is  no  sign  that  commodity 
ages  are  becoming  a  problem.  "The 
il  bottleneck  is  only  on  the  labor 
'  says  Charles  Lieberman,  chief 
)mist  for  Chase  Securities  Inc. 
•e  are  no  other  visible  bottlenecks." 
e  absence  of  commodity  price  in- 
i  is  a  surprise  for  this  stage  of  the 
ess  cycle.  But  going  into  the  end  of 
'■ear,  it's  one  more  sign  that  the 
imic  recovery — and  the  stock  mar- 
oom  that  has  accompanied  it — may 
further  to  run. 

Michael  J.  Mandel  in  New  York, 
Greg  Burns   in   Chicago  and 
m  reports 


MUTUAL  FUNDS 


WE'VE  BROUGHT  BOTH 
COMPANIES  INTO  THE  FUTURE' 

Why  the  merger  of  London's  Invesco  and  AIM  makes  sense 


M 


ost  summers,  Robert  H.  Graham 
gets  his  kicks  shooting  the  rapids 
on  the  Colorado  River.  Now,  the 
49-year-old  president  of  mutual-fund  gi- 
ant aim  Management  Group  Inc.  is 
about  to  embark  on  a  heart-pumping 
journey  into  the  world's  latest  financial 
megamerger:  the  combination  of  aim 
with  London-based  Invesco  PLC. 

On  Nov.  4,  Invesco  agreed  to  pay 
$1.6  billion  for  aim.  When  completed 
next  year,  the  new  com- 
pany, to  be  renamed 
Amvesco  PLC,  will  be- 
come the  tenth-largest 
U.S.  mutual-fund  firm 
(table).  Worldwide,  the 
two  already  command 
about  $150  billion  in 
everything  from  high- 
risk  growth  stock  funds 
to  tax-exempt  bond  and 
international  funds. 
PAYING  UP?  Houston- 
based  aim  is  one  of  the 
fund  industry's  hottest 
companies,  and  clearly 
Invesco  is  banking  on 
Graham's  leadership  to 
make  the  merger  pay 
off.  He  will  oversee  all 
the  new  firm's  North 
American  retail  funds, 
including  Denver-based 
Invesco  Funds.  Gary  T. 
Crum,  48,  who  with 
Graham  and  aim  Chair- 
man    Charles  "Ted" 


Breaking  Into 
The  Top  10 


MANAGEMENT  COMPANY 


The  big  question  now:  Is  the  compa- 
ny buying  at  the  market  top?  The 
price,  2.7%  of  assets,  is  rich  compared 
with  the  1.9%  Morgan  Stanley  shelled 
out  in  June  for  the  similarly  sized  Van 
Kampen.  One  reason  is  aim's  superior 
growth  rate,  up  an  annualized  26.6% 
so  far  this  decade  vs.  the  industry's 
20.9%.  Plus,  eight  of  aim's  18  rated 
funds  have  earned  four  or  five  stars, 
Morningstar  Inc's  top  ratings. 

aim  has  something  In- 
vesco doesn't:  a  distri- 
bution system  of  advis- 
ers, brokers,  and 
bankers  that  includes 
120.000  financial  advis- 
ers and  more  than  500 
banks  and  brokerage 
houses.  "The  internal 
logic  of  the  deal  is  very 
strong,"  says  UBS  Ltd. 
analyst  Martin  Cross. 

But  there  are  risks, 
too.  aim's  best  funds  de- 
pend on  a  buoyant  mar- 
ket for  growth  stocks  in 
general  and  technology 
stocks  in  particular.  A 
market  fall  would  slow 
growth  industrywide, 
but  aim  funds  could  slow 
faster  than  most. 

The  deal  is  not  one- 


ASSETS* 

BILLIONS 


FIDELITY  $404.3 

VANGUARD  217.3 

MERRILL  LYNCH  166.4    sided.  Invesco's  growing 

AMERICAN  FUNDS  162.0    international  sales  and 

FRANKLIN/TEMPLETON  1148  strong  401(k>  systems 
PUTNAM 

DREYFUS  77.0 

DEAN  WIHER  77.0 


Bauer  started  the  firm 
in  1976,  will  stay  on  as 
head  of  retail  invest- 
ments, while  Bauer  be- 
comes vice-chairman.  In-    5Mim  bAKNtT  Kong,  Tokyo,  and  Paris 


will  fill  in  areas  where 
now  lags.  Invesco 
has  20  sales  and  money- 
management  offices  glob- 
ally,   including  Hong 


AMVESCO 


vesco  Chief  Executive 
Charles  W.  Brady  will 
rale  the  institutional  and 
international  businesses. 

This  merger  is  one  of 
the  largest  yet  in  the  fast-consolidating 
investment-management  industry.  In 
June,  Morgan  Stanley  &  Co.  agreed  to 
pay  $1.1  billion  for  Van  Kampen/Amer- 
ican  Capital  Inc.,  and  on  Nov.  1, 
Franklin  Resources  Inc.  paid  $610  mil- 
lion for  Heine  Securities  Corp.  Driving 
mergers  is  the  need  to  grow  in  order  to 
offer  investors  more  services.  Investors 
liked  the  deal,  bidding  Invesco's  stock 
up  1.7%  in  the  first  two  days. 


68.2 


*As  of  Sept.  30.  U.S.  mutual  funds  and 
closed-end  funds;  excludes  variable  annu- 
ities and  offshore  funds. 

DATA;  STRATEGIC  INSIGHT 


"We've  brought  both 
companies  10  years  into 
the  future,"  says  Bauer. 
The  new  company  will 
be  more  balanced,  since 
it  will  be  equal  parts  institutional  and 
retail.  Says  Brady:  "It's  a  wondeiful  fit." 

To  make  the  merger  pay  off,  Graham 
must  meld  Invesco's  value-investing 
style  with  aim's  growth-investing  style. 
It  must  also  maintain  separate  prod- 
ucts for  aim's  brokers  and  for  Invesco's 
no-load  buyers.  Shooting  the  rapids  may 
be  a  breeze  in  comparison. 

By  Gary  McWilliams  in  Houston, 
with  Heidi  Dcnvley  in  London 


Finance 


SCAMS 


AMERICA'S  MOST  WANTED 
BROKERS? 

Dozens  may  be  accused  of  accepting  bribes  to  tout  Teletek's  stock 


Small  investors  have 
always  had  good  rea- 
son to  be  on  guard 
against  dishonest  stock- 
brokers who  try  to  churn 
their  accounts  or  stuff 
them  with  poorly  per- 
forming securities.  But 
now  they  may  have  an- 
other cause  for  concern: 
Some  stockbrokers  may 
also  be  on  the  take. 

In  what  could  be  the 
largest  case  involving  bro- 
kers who  were  allegedly 
bribed,  the  U.S.  govern- 
ment may  be  close  to  fil- 
ing criminal  fraud  charges 
against  dozens  of  brokers, 
stock  promoters,  and  a  for- 
mer official  of  Teletek  Inc., 
a  Las  Vegas  telecommuni- 
cations concern,  business 
week  has  learned  the  ex- 
pected indictment  will  like- 
ly accuse  the  company  of 
plying  brokers  and  pro- 
moters with  cash  and  stock 
to  push  its  shares.  The  bro- 
kers and  promoters,  who 
sources  say  worked  for 
small  firms  throughout  the 
U.  S.,  allegedly  received 
payoffs  from  approximately 
1991  to  1996,  often  through 
offshore  accounts. 
tip  OF  THE  ICEBERG?  Sources  say 
Teletek  represents  just  the  tip  of  the  ice- 
berg of  a  rash  of  broker  bribery. 
The  possible  indictment  comes  on  the 
heels  of  a  massive  sting  operation  last 
month  in  New  York  in  which  46  people, 
including  stock  promoters  and  officials  of 
several  small  companies,  were  arrested 
for  allegedly  paying  bribes  to  fbi  agents 
posing  as  brokers  to  promote  securities. 
In  September,  the  Securities  &  Exchange 
Commission  charged  now  defunct  At- 
lantic Capital  Corp.  of  Orlando,  Fla.,  with 
paying  nearly  $500,000  in  bribes  to  seven 
brokers  in  a  stock  promotion  scheme  that 
raked  in  $2.6  million  in  illegal  profits.  At- 
lantic Capital  is  said  to  figure  in  the  Las 
Vegas  investigation  as  well. 


TELETEK:  Focus  of  the  federal  probe 


In  an  unusual  departure  from  the  sec's 
practice  of  referring  criminal  cases  to 
the  Justice  Dept.,  SEC  enforcement  at- 
torneys have  been  deputized  as  special 
assistant  U.  S.  attorneys  to  prosecute  the 
Teletek  probe.  One  reason,  sources  indi- 
cate, is  federal  authorities  recognize  that 
SEC  civil  injunctions  often  are  ineffective 
in  detening  sophisticated  securities  fraud 
artists.  Bruce  M.  Bettigole,  an  SEC  as- 
sistant chief  litigation  counsel  and  special 
assistant  U.  S.  attorney,  said  he  was  "un- 
able to  comment  as  a  matter  of  policy." 

Sources  close  to  the  probe  say  Michael 
Swan,  who  left  Teletek  as  president  and 
CEO  in  May,  1995,  is  at  the  center  of  the 
investigation,  which  got  under  way  for- 
mally in  January,  1994.  It's  believed  that 


current  management  would  not  be  n£ 
in  any  indictment.  Asked  about  the 
sible  indictments,  Swan  said  before  Y 
ing  up,  "I  haven't  heard  anything  a 
this."  Teletek  declined  to  comment. 

The  government  is  expected  t( 
lege  that  former  Teletek  officials 
so-called  "S-8"  and  "Regulation 
stock  to  reward  brokers,  promo 
and  overseas  investors  who  were  i 
the  scheme.  Under  U.S.  security 
these  forms  of  stock  can  be  issued 
minimal  disclosure. 

Sources  with  knowL 
of  the  probe  say  S 
made  extensive  us 
stock  promotion  firms 
eluding  Wall  Street  1 
keting  Group  Inc.  in 
ter  Park,  Fla.,  an  affi 
of  Atlantic  Capital, 
firm  was  a  target  o 
fbi  raid  in  1993  and 
accused  by  the  sec  of 
ing  off  brokers  to  j 
shares  of  corporate  cli 
Expressing  surpris 
the  fbi  raid,  Swan 
the  Orlando  Sentine 
Jan.  3,  1994,  that  he 
pleased  with  Wall  St: 
Marketing's  work. 

An  fbi  affidavit  du 
that  period  said  Atlan 
modus  operandi  was 
make  "sizable  payoffs: 
brokers  to  push  sto 
Teletek,  it  said,  was  on 
at  least  nine  stocks 
had  been  manipula 
Mark  S.  Missler,  for: 
president  of  now  defi 
Wall  Street  Markel 
Group  and  a  former  of] 
and  director  of  Atla 
Capital,  said  "neither  I 
the  company  paid  bribe 
brokers  that  I'm  aware 
In  February,  1995,  Swan  teamed 
with  Thomas  A.  Mills,  named  presic 
and  ceo  of  Teletek  last  month,  to  opei 
Las  Vegas-based  American  Motorc; 
Manufacturing  Inc.,  which  is  trying 
raise  up  to  $5  million  in  a  private  pi 
ment  to  build  a  line  of  roadster  mo 
cycles.  Though  Swan  is  not  mentio 
in  the  company's  prospectus  as  an  off 
a  source  says  that  he  is  helping  to  r; 
money  for  the  firm.  The  prospec 
warns  that  management  "has  no  exp 
ence  in  manufacturing  motorcycles." 

If  the  feds  indict  Swan,  learning  1 
to  make  motorcycles  could  be  the  1 
of  his  problems. 

By  Phillip  L.  Zweig  in  New  York 
Michael  Schroeder  in  Washington 
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Iocs  the  world  still  surprise  you? 


you  still  curious? 


\o  you  know  what 


'if you're 


t  the  future 


bt  look  like, 


I  like  to  offer  a  glimpse. 


'97  Chrysler  Town  &  Country  LXi. 


What's  new  in  your  world  I 


LIDING  DOORS.  8-WAY  POWER  SEATS  WITH  DRIVER'S  MEMORY,  INDEPENDENT  CLIMATE  ZONES,  FULL  LEATHER-TRIMMED  INTERIOR,  PERSONAL  SECURITY  SYSTEM,  AVAILABLE 


LL-WHEEL  DRIVE,  INFINITY  ACOUSTIC  10'"  SOUND  SYSTEM.  CAR  AND  DRIVER'S  "TEN  BEST."  INQUIRIES,  1-800-t  A-CHRYSLER.  WEB  SITE,  www.chryslercars.com. 


Finance 


BONDS 


CRACKING  THE  JAPANESE 
MARKET-FOR  DEBT 

U.S.  companies  race  to  sell  red-hot  "samurai"  bonds 

Hewlett-Packard  is  doing  it  in  Japan. 
So  are  Walt  Disney  and  PepsiCo. 
Ford  Motor's  finance  unit  did  it, 
too.  IBM's  investment  bankers  even  gave 
away  $350,000  worth  of  department- 
store  gift  certificates  when  Big  Blue 
joined  in.  Are  all  these  U.  S.  blue  chips 
cracking  a  new  Japanese  export  mar- 
ket? In  a  way,  yes.  Except  that  they 
aren't  selling  computers,  cars,  or  soft 
drinks.  What  these  companies  are  sell- 
ing is  debt — lots  of  it. 

With  Japanese  interest  rates  at  his- 
toric lows,  investors  starved  for  high 
yields  are  buying  record  amounts  of 
"samurai"  bonds,  the  generic  term  for 
yen-denominated  debt  issued  in  Tokyo 
by  U.  S.  and  other  foreign  borrowers. 
The  Bond  Underwriters  Association  of 
Japan  estimates  that  some  $30  billion 
worth  of  samurais  will  be  sold  in  the  fis- 
cal year  ending  next  Mar.  31  (chart) — 
nearly  double  the  amount  sold  in  the 
previous  12  months  and  triple  the  aver- 
age for  fiscal  1993  and  '94.  Next  year? 
"They  will  be  even  more  popular,"  pre- 
dicts Hiroshi  Toda,  global  bond-market 
chief  at  Nomura  Securities  Co.,  which 
underwrites  40%  of  all  samurai  debt. 
low  PAYOUT.  Why  the  mad  clash?  With 
the  Tokyo  stock  market  going  nowhere 
and  with  government  bonds  yielding 
3%,  a  samurai  paying  5%  or  more  is  an 
irresistible  treat  for  investors.  It's  also  a 
great  deal  for  issuers,  ibm,  for  exam- 
ple, paid  only  5.3%  on  a  three-year,  50 
billion-yen  ($467  million)  samurai  issue  in 
September,  ibm  won't  disclose  how  much 
it  cut  its  interest  bill  by 
selling  samurais  instead 
of  a  comparable  bond  is- 
sue in  dollars.  But  bank- 
ing sources  figure  that 
samurai  borrowers  can 
save  50  to  75  basis  points, 
even  after  accounting  for 
the  cost  of  hedging  or 
swapping  their  yen  pro- 
ceeds into  dollars.  "It's 
cheaper  than  what  we 
could  have  done  in  the 
U. S."  says  John  P.  Burk- 
hard,  treasurer  of  Ford 
Motor  Credit  Co.,  which 


BOND  BOOM 


'91  '92  '93  '94 
▲  BILLIONS  OF  DOLLARS 


YEN-DENOMINATED  BONDS  SOLD 
IN  JAPAN  BY  FOREIGN  ISSUERS 


DATA:  BOND  UNDERWRITERS  ASSOCIATION  OF  JAPAN 


did  its  own  three-year  samurai  issue  on 
Nov.  6,  raising  50  billion  yen  at  a  yield 
of  5%. 

The  low  yields  that  make  samurais 
so  alluring  for  issuers  are  likely  to  con- 
tinue. Few  see  the  Bank  of  Japan, 
which  slashed  Japan's  discount  rate  to 
0.5%  last  year,  tightening  credit  until 
at  least  late  1997.  And  the  Ministiy  of 
Finance,  under  interna- 
tional pressure  to  widen 
access  to  Japan's  $10 
trillion  personal  savings 
pool,  wants  to  encour- 
age an  outflow  of  capital 
to  keep  the  yen's  40%- 
plus  devaluation  intact. 

The  ministry  has 
eased  restrictions  on  do- 
mestic sales  of  Euroyen 
bonds — yen  debt  under- 
written in  the  London 
bond  market.  The  move 
will  help  foreign  issuers 
sell  $105  billion  in  Euro- 
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yen  bonds  this  year,  estimates  e 
mist  Jesper  Koll  of  J.  P.  Morgan  Si 
ties  Asia  Ltd.,  up  from  $90  billi 
1995.  To  promote  the  samurai  mx 
meanwhile,  the  ministry  abolished 
quirement  that  borrowers  have  at 
a  BBB  credit  rating  to  sell  debt, 
encouraged  the  Mexican  govern 
and  the  National  Bank  of  Roman 
sell  samurais  this  year  with  yiel 
high  as  7%.  They  were  quickly  sna 
up  by  individuals,  who  have  bought 
of  all  samurais  offeree 
year.  But  some  prol 
have  started  to  surfa 
DEFAULT?  Over  the 
mer,  Mineralbank,  a  It 
50%  owned  by  the 
garian  government, 
not  come  up  with  the 
to  redeem  some  $45 
lion  in  samurais  sold  t] 
stitutions.  Bulgaria  is 
clining  to  make  goo 
the  debt.  Mindful  oil 
problem,  the  Intemat 
Monetary  Fund  has 
tioned  investors  tc 
wary  of  samurais  : 
emerging  markets. 

Foreign  exchange  1< 
are    another  pote 

SELLER  S  MARKET 

"It's  cheaper  tha 
what  we  could  hi 
done  in  the  U.  S., 
says  a  Ford  exec 

headache  for  investors.  Many  sami 
are  "dual  currency"  bonds  that  are 
in  yen  but  repaid  in  dollars  or  o 
cuirencies  at  predetermined  rates 
for  example,  will  pay  interest  or 
bonds  annually  in  yen.  When  the 
matures  in  1999,  investors  will  rec 
$9,165.90  for  every  1  million  ye 
bonds  they  redeem.  That  translate 
109.10  yen  to  the  dollar,  a  4-yen  b< 
over  the  current  exchange  rate.  If 
dollar  strengthens  further,  investors 
make  a  windfall.  But  they  will 
socked  if  the  greenback  plunges  1 
to  the  79.75-yen  record  low  it  hi 
1995. 

Fortunately  for  investors,  neii 
Tokyo  nor  Washington  is  intereste 
another  dollar  rout  right  now.  As 
as  Japanese  interest  rates  remaii 
rock  bottom,  buyers  will  continue  sci 
bling  for  samurais  wearing  the  1 
and  stripes  and  a  host  of  other  cole 

By  Brian  Bremner  in  Tokyo 
William  Glasgall  in  New  York 
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Louisa  has  never  taken  a  spill  on  the  job  because  of  the  safety  precautions  her 
employer  learned  from  Liberty  Mutual.  At  our  research  center  we  study  the  connection 
between  shoes,  floor  surfaces  and  slippery  hazards  like  water  and  grease.  By  investigating 
your  safety  concerns  we  can  recommend  a  plan  that  can  help  lower  your  workers 
compensation  costs,  and  ensure  that  Louisa  lives  a  safer,  more  secure  life. 

T  TRFRTY 

There's  more  information  we'd  like  to  dbare.  So  plecuse  call  .John  Ryan         t  „,,;,,,  f  ■ 

MUTUAL, 

at  (617)  574-  5842  or  cunt  oar  webdite  at  http://www.Ubertymutual.com     r^\xe  freedom  of  Liberty 
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Finance 


BANKING 


WELLS  FARGO  BETS  BIG 
ON  MINIBANKS 

Its  scads  of  tiny  outlets  should  cut  costs-and  win  customers 


Beginning  in  1995,  Wells  Fargo  & 
Co.  embarked  on  an  unusual  ex- 
periment. It  closed  22  traditional 
branches  in  the  Sacramento  area  while 
opening  dozens  of  less  costly  minibanks 
in  such  places  as  supermarkets.  The 
San  Francisco-based  bank  wanted  to 
study  whether  its  customers  would  mi- 
grate to  these  new  outlets  or  dump 
Wells  Fargo  altogether.  The  result:  By 
March,  the  bank  says,  it  increased  the 
total  number  of  banking  facilities  in 
Sacramento  by  33,  slashed  annual  oper- 
ating costs  there  by  an  estimated  20%, 
and  managed  to  retain  and  even  ex- 
pand its  customer  base. 

That  Wells  Fargo  is  moving  away 
from  the  industry's  expensive  tradition- 
al branches  and  focusing  on  more  eco- 
nomical channels,  such  as  in-store  or  on- 
line banking,  is  nothing  new.  Lots  of 
companies  have  launched  similar  initia- 
tives. What  makes  Wells  Fargo  note- 
worthy is  the  aggressive — and  system- 
atic— approach  it  is  taking  to  transform 
its  entire  retail-banking  empire.  "I  don't 
know  of  anybody  that  has  tackled  any- 
thing on  this  scale,"  says  Joseph  P. 
Stiglich,  executive  vice-president  for  re- 
tail banking  at  Wells,  the  eighth-largest 
U.  S.  bank.  Adds  Diane  L.  Merdian,  an 
analyst  at  Montgomery  Securities: 
"Wells  is  taking  the  most  aggressive 


stand  in  reeorifiguring  retail  distribution." 

Indeed,  by  1998,  Wells  figures  its  mas- 
sive increase  of  minibranches  will  help  it 
more  than  double  retail  outlets  through- 
out California,  from  526  to  more  than 
1,200.  Locations  with  stand-alone  auto- 
matic teller  machines  (ATMs)  will  also 
grow  from  110  to  275.  And  Wells  isn't 
just  relying  on  relationships  with  super- 
market chains  such  as  Safeway  Inc.  for 
expansion.  It  has  also  recently  teamed 
up  with  Chevron,  Wal-Mart,  Target 
Stores,  Thrifty  Payless,  and  Walgreen 
drug  stores,  ties  that  should  help  Wells 
eventually  take  its  strategy  beyond  Cal- 
ifornia into  its  10  other  Western  states. 
The  overall  outlet  growth  will  occur 


More  Is  Less 


As  an  experimen  t  in  Sacramen  to,  Wells  Fargo 
substituted  small  outlets  in  stores  for 
traditional  branches.  Result:  a  20%  cut  in 
expenses  and  more  customers. 

1994  1996 


TRADITIONAL  BRANCHES 

44 

22 

ALTERNATIVE  BANKING  VENUES 

10 

65 

FULL-TIME  EMPLOYEES 

528 

359 

RETAIL  SPACE  IN  SQUARE  FEET 

264,000 

143,000 

DATA  WELLS  FARGO  I 

.CO, 

SALE  ITEM        even  though 

A  supermarket  ^t^Te 

Outlet  COSts just      many  branche 

$250,000  to  Open,    quired  througi 

VS.  $1  million  for  a  merger  + with 
....      , ,        ,   Interstate  eg 

traditional  branch  this  year. 

At  the  heai 
the  bank's  game  plan  is  finding 
to  spend  less  to  meet  consumers'  r 
without  compromising  convenienc 
quality  of  service.  The  financial  < 
tion  is  straightforward.  Opening  a 
ditional  branch  can  cost  more  tha 
million,  vs.  just  $250,000  for  a  full 
vice  supermarket  outlet.  Pure  elec 
ic  transactions  are  significantly 
"Wells  thinks  if  it  gets  a  custc 
served  in  the  cheapest  way  that  m 
them  happy,  it  won't  lose  the  custoi 
says  Merdian,  who  estimates  that ) 
could  ultimately  save  $100  millior 
nually  if  it  correctly  executes  its  p 
SUPER  MODEL.  The  trick  is  making 
customer  happy.  That's  why  Wells 
vised  an  elaborate  patronage  mod 
months  ago  that  tracks  its  custon 
banking  behavior.  Using  the  Sacrai 
to  data,  for  instance,  enabled  Wei 
determine  not  only  which  branches 
the  most  activity  but  also  what  typi 
transactions  were  being  done  and 
Individuals  who  used  atms  for  ev 
thing  but  making  deposits  were 
tacted  to  get  them  more  comfort 
with  depositing  by  machine.  Others 
always  used  tellers  were  infor 
about  alternatives.  "The  value  of 
model  is  that  it  tells  you  ahead  of 
which  customers  are  at  risk  [of  goirj 
competitors]  and  what  you  need  ti 
to  reduce  and  mitigate  those  risks,' 
plains  Stiglich. 

Wells,  which  will  take  an  estim 
$130  million  in  charges  just  to  in 
ment  its  program  throughout  Cal 
nia,  says  the  Sacramento  experinl 
demonstrates  that  the  bank  is  on 
right  track.  A  recent  survey  shows 
tomer  satisfaction  in  the 
to  be  among  the  highest  in 
state  even  after  the  bra 
closings.  What's  more,  only 
of  transactions  now  take  p 
in  traditional  branches,  c 
pared  with  60%  in  1994.  " 
limit  will  be  how  fast  pe> 
want  to  change,"  says  Ge( 
M.  Salem,  an  analyst  with  ( 
ard  Khmer  Mattison  &  C< 
New  York.  For  Wells  and  o' 
banks  chasing  greater  profit 
can't  be  fast  enough. 

By  Linda  Himels 
in  San  Franc 
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\for  a  Limited  Time. .  A  Guide  to 


he  Top  New 
)ata  Warehousing 
ioftware 


FROtAl 


When  200,000  IS  managers  were  asked  to 
ehoose  the  top  software  for  data  warehousing, 
their  answer  had  a  familiar  ring: 

SASK  software  from  SAS  Institute. 

With  SAS  software,  you  can  integrate 
your  company's  vast  data  resources  with 
proven  data  discovery  capabilities  that 
can  be  custom  tailored  to 
you  and  your  business: 
multi-dimensional 
analysis,  data  mining, 
database  marketing, 
data  visualization,  data  query  and 
reporting,  and  much  more. 

It's  never  been  easier  to  access  your 
data... or  to  arrive  at  informed  decisions. 
No  wonder  more  than  3.5  million 
decision  makers  already  rely  on  SAS 
software.  Or  why  it's  now  at  work  in 
the  Fortune  100. 


DATAMATION 


PRODUCT 

OF  THE 

YEAR  1996 


/M 


SAS  Institute 


Software  for  Successful  Decision  Making 

Phone  919.677.8200     Fax  919.677.4444 

Get  the  faets  for  yourself  in  our  free  data  warehous- 
ing guide.  Just  give  us  a  eall  or  visit  SAS  Institute 
on  the  World  Wide  Weh  at  http://www.sas.com/ 


E-mail:  bw@sas.com 


Institute. 


Software 


Successful 


SAS  is  a  registered  trademark  of  SAS  Institute  Inc.   Copyright  t  1996  by  SAS  Institute  Inc 
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BOYAR:  He  puts 
Westinghouse  in 
his  "in"  group 


BY  GENE  G.  MARCIAL 

WHAT  MAY  PUMP  UP 
WESTINGHOUSE 

Iow  that  the  Presidential  elections 
are  out  of  the  way,  investment  man- 
ager Mark  Boyar  is  gearing  up  for  a 
big  switch  in  the  market.  "Money  will 
begin  to  flow  out  of  areas  that  have  be- 
come overpriced  and  into  stocks  that 
are  undervalued,"  says  Boyar,  who 
heads  a  New 
York  investment 
firm  that  special- 
izes in  companies 
with  unrecognized 
intrinsic  value. 
The  out-of-favor 
stocks,  he  ex- 
pects, "will  be  in, 
and  the  current 
hits  will  be  out." 

A  stock  in  Bo- 
yar's  "in"  catego- 
ry: Westinghouse 
Electric  (wx) — 
one  of  the  worst- 
performing  com- 
ponents of  the  record-breaking  Dow 
Jones  industrial  average  for  the  past 
two  years.  Although  the  Dow  has  rock- 
eted up  20%  this  year,  Westinghouse 
has  edged  up  only  7%,  to  18  a  share. 
It's  barely  half  of  its  high  of  35  in  1990. 

In  the  next  few  months,  Boyar 
thinks  the  stock  will  climb  to  the  mid- 
208.  In  12  to  18 
months,  he  sees       GETTING  THE 
it  rising  to  35—    HOUSE  IN  ORDER 
solely    on  the 
company's  busi- 
ness potential. 
Boyar  bought 
into  Westing- 
house after  it  ac- 
quired CBS  for 
$5.4  billion  in  No- 
vember, 1995. 

Westinghouse 
is  the  kind  of 
company,  he 
notes,  that  "you 
nurture  and  hold 
for  a  longer  peri- 
od because  of  its  huge,  still-unrecog- 
nized assets."  Westinghouse,  which  sold 
off  some  assets  earlier  this  year,  agreed 
in  October  to  acquire  Infinity  Broad- 
casting for  $3.8  billion  in  stock  in  order 
to  widen  its  reach  in  the  radio  busi- 
ness. With  CBS  and  Infinity,  notes  Bo- 


WESTINGHOUSE 
STOCK  PRICE 

WEEKLY  CLOSE 


JUNE  3,  '96 
i  DOLLARS 
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yar,  Westinghouse  is  building  up  a  ra- 
dio-and-TV  empire  that  he  believes  in 
three  to  five  years  will  become  the 
leader  in  broadcasting. 

Westinghouse  is  looking  into  split- 
ting the  company  in  two:  broadcasting 
and  industrial  operations.  Here's  how 
Boyar  sees  events  unfolding: 

Westinghouse  will  first  sell  or  spin 
off  to  shareholders  its  industrial  busi- 
nesses, valued  at  more  than  $4  billion. 
These  include  power  generation  and 
temperature-control  equipment. 

As  for  cbs,  Group  W  radio,  and  In- 
finity Broadcasting — which  Boyar  says 
are  worth  "conservatively"  $13  billion — 
they  will  become  Westinghouse's  core 
business.  "Westinghouse  should  then 
command  a  higher  market  valuation." 

Once  Westinghouse  achieves  that 
goal,  he  says,  the  TV-and-radio  network 
will  become  an  "attractive  takeover 
target — whether  ceo  Michael  Jordan 
wishes  it  or  not: — for  the  likes  of  mca," 
Seagram's  film-and-entertainment  unit. 
Argues  Boyar:  "Such  valuable  long- 
term  assets  make  Westinghouse  a 
priceless  play  over  the  near  term." 

APRIA  IS  LOOKING 
A  TAD  PEAKED 

Soon  after  Apria  Healthcare  Group 
(ahg)  started  trading  on  the  Big 
Board  in  July,  1995 — a  result  of  the 
merger  between  Homedco  Group  and 
Abbey  Healthcare  Group — its  stock  hit 
41.  Since  then,  it  has  gone  downhill, 
despite  the  Dow's  climb:  Apria  slid  to 
16%  on  Oct.  23,  1996.  A  week  later, 
Apria,  No.  1  in  comprehensive  home- 
care  services,  posted  disappointing 
third-quarter  results. 

The  stock  has  since  edged  up  to  20, 
partly  because  of  rumors  that  the  drop 
has  prompted  a  managed-care  outfit 
and  a  hospital-management  company 
to  look  at  Apria  as  a  takeover  target. 

Some  shareholders  are  dismayed  by 
the  drop.  One  investor  says  the  un- 
rest "could  provoke  another  company 
to  make  a  move  on  Apria."  He  laments 
that  management  hasn't  coped  with 
the  problems  stemming  from  the 
Homedco-Abbey  merger.  Part  of  the 
poor  third-quarter  results  stemmed 
from  expenses  related  to  converting 
computer  systems  since  the  merger. 

Moreover,  they  note,  management  is 
facing  opposition  on  a  proposed  $212 
million  acquisition  of  Vitas  Healthcare,  a 
major  hospice  company,  which  is  ex- 
pected to  dilute  Apria's  earnings  by  5% 


SEESAWING  AFTEl 
THE  PEARLE  BIT 


to  10%.  On  Nov.  6,  Apria  announce  it 
was  discussing  "alternatives"  torn 
agreement  to  acquire  Vitas. 

Analysts  have  reduced  their  ljj|rj 
and  1997  estimates,  and  some  h» 
downgraded  the  stock.  "Apria  is  a! 
getting  the  kinks  out  of  its  busineWj 
notes  Ann  Logue  of  the  San  Franca  I 
investment  firm  Volpe,  Welty. 
the  consolidation  in  the  industry  in  jfe 
swing,  many  companies  are  out  thE 
looking  for  companies  to  acquire — m 
looking  at  what's  happening  at  Apr?/' 

ON  A  CLEAR  DAY, 
YOU  CAN  SEE  COLEJ 

Eyewear  maker  Cole  National  (q|j 
made  a  big  hit  with  investors  wm 
it  agreed  in  September  to  acquire  m\ 
tailer  Pearle  from  Britain's  Grand  MR 
ropolitan.  Its  stock  shot  from  19  top! 
within  days  of  the  announcement.  Al| 
result,  some  investors  took  their  proi| 
and  bailed  out.  But  some  money  pl| 
have  chosen  to  stick  it  out,  convin<S 
that  the  stock  is  headed  much  highjjj 

Jerry  Ballan 
and  Mike  Connor, 
who  manage  c-B 
Partners,  a  New 
York  hedge  fund, 
think  the  game  is 
far  from  over. 
They're  buying 
more  shares. 

The  acquisition, 
they  note,  makes 
Cole  the  nation's 
second-largest  op- 
tical retail  compa- 
ny. They  think 
management  will 
aim  to  make  Cole 
a  pure  play  in  the 

optical  business  and  will  eventually  s 
its  other  business,  Cole  Gift,  consist] 
of  stores  known  as  Things  Reme 
bered  and  Cole  Gift  Centers.  The 
business  accounted  for  about  47% 
the  company's  total  sales  last  year. 

Ballan  projects  the  Cole-Pearle  co 
bination,  with  1,800  outlets  in  the  U. 
Canada,  and  the  Caribbean,  will 
to  its  Sears  and  Montgomery  Ward 
cations.  He  sees  sales  of  $1  billion 
1997.  The  combo  earned  $84  milli 
(before  interest,  taxes,  depreciation  a 
amortization)  on  sales  of  $873.7  milli 
this  year.  Ballan  and  Connor  figu 
Cole  will  make  $1.65  a  share  in  tjj 
year  ending  Jan.  30,  1997,  and  $2i| 
in  1998,  up  from  last  year's  $1.32. 
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fact  we  continue 
to  renew  with  FHP  says  a  lot 
about  how  we  feel." 

[f  you're  a  benefits  manager,  you  want 
to  make  sure  that  your  employees'  health 
coverage  is  comprehensive,  ^jSt^i.  as 
well  as  hassle-free.  That's  why  people 
like  Debi  Nieto  of  Teal  Electronics  offer 
FHP.®  Our  account  representatives  see 
to  it  that  plan  members  get  the 
care  they  need,  without  hassles.  Which 
helps  make  Debi's  job  a  whole  lot  easier. 
If  you'd  like  to  hear  more  ^S^iibout  our 
extensive  list  of  plans  for  groups  as  well 
as  individuals,  just  call.  We'll  work  hard 
to  make  things  easy. 


FHP 


Call  1-800-ASK-4-FHP    HEALTH  CARE 


Your  Health  Partner.  For  Life! 


162-CA1 


Change  goes  in. 
Change  comes  out. 

Year-round,  The  Salvation  Army  takes  the  money  you  give  and  uses  it  to  make  wonderful 
changes  all  over  the  country.  Last  year  alone,  we  supplied  food,  clothing  or  shelter  to  over  11  million 
people,  sent  over  2  million  children  to  summer  camp,  provided  relief  to  2.6  million  disaster  victims, 

and  much  more.  Of  course,  we  can't  make  our  contribution  without  yours.  So  give  to  The 
Salvation  Army  now  and  throughout  the  year.  We  promise,  you'll  get  change  back. 


NEED  KNOWS  NO  SEASON. 

162-CA2 


Television's  #1 
laily  Business  News  Program. 


NIGHTLY 
BUSINESS 


REPORT 


Nightly  Wafoess  Report  is  produ 
Nationally^iderwritten  by  Digi 
The  Franklin  Templeton 

NOW  ON  AM 
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Think  of  it  as  the  mast  important 
part  of  yoiir  PC,  to  go. 


Presenting  Pilot,  the  easy  way  to  take  the 
important  personal  info  that's  on  your  PC 
with  you  wherever  you  go. 

Enter  addresses,  phone  numbers,  and 
appointments  just  once  — on  your  Pilot  or 
your  PC.  Then  drop  Pilot  into  its  cradle  and  press  the  HotSync""  button. 
That's  all  it  takes  to  keep  your  Pilot  and  PC  in  sync. 

Pilot  comes  complete  with  its  own  desktop  personal  information 
manager,  plus  everything  you  need  to  be  up  and  running  in  minutes. 
It's  also  compatible  with  the  Windows  software  you're  currently  using 
for  personal  information  management,  including  Lotus  Organizer, 
Scheduled  Now  Up-to-Date,  and  Sidekick  *  And  at  only  4.5"  tall,  5.5  oz, 
and  $299,  it  fits  any  pocket  and  pocketbook. 

To  learn  where  to  get  one,  call  1-800-881-7256.  To  arrange  a 
demo,  go  to  our  web  site,  http://www.usr.com/palm. 


pilot 


The  connected  organizer. 


Now  available  at  Circuit  City,  CompUSA,  Computer  City,  Egghead,  Office  Depot,  OfficeMax  and  Staples 


il  links  for  thud  party  desktop  PIM  software  must  be  purchased  separately  The  average  U  S  street  price  for  Pilot  1000,  complete  with  all  desktop  and  organizer  software,  docking  cradle  and  accessories  ©  1996  U  S  Robotics 
botics  and  the  U  S  Robotics  logo  are  registered  trademarks  and  Piloi.  the  Piloi  logo  and  HotSync  are  trademarks  of  U  S  Robotics  and  its  subsidiaries  All  other  product  names  are  registered  trademarks  of  their  respective  owners 


(Mtobotics 


Information  Processing 


THE  INTERNET 


INTEL  INSIDE 
THE  NET? 

It's  pouring  resources  into  I-way  strategies 


■  ntel  Corp.  ceo  Andrew  S.  Grove  has 
I  eyed  the  rise  of  the  Internet  with  a 
I  mixture  of  delight  and  paranoia. 
I  With  millions  of  consumers  and  busi- 
nesses going  on  the  Net,  demand  for 
computers  (and  the  Intel  microproces- 
sors that  go  in  them)  would  surely  get  a 
boost,  he  figured.  And,  indeed,  that  has 
happened.  In  the  latest  quarter,  for  ex- 
ample, surprisingly  strong  PC  sales 
helped  Intel  beat  Wall  Street's  earnings 
estimates  by  18%. 

Yet  Grove  has  seen  another,  grim- 
mer possibility:  Because  Internet  com- 
puting does  not  actually  require  the  lat- 
est Intel  chip  or  Microsoft  Corp. 
operating  software,  PC  buyers  might 
stop  trading  up  to  new  Intel  technology 
every  two  or  three  years.  Or  worse, 
they  might  abandon  so-called  Wintel 
machines  (those  running  Microsoft  Win- 
dows and  using  Intel  chips). 
GANG  OF  RIVALS.  That  could  be  Intel's 
undoing.  The  company  relies  on  con- 
stant upgrades  to  fund  development  of 
cutting-edge  chips — which  deliver  fat 
profits  and  are  hard  for  competitors  to 
clone.  But  the  upgrade  scenario  only 
works  if  consumers  think  they  need  the 
next  Wintel  box  for  the  next  big  com- 
puter thing.  "Our  deal  with  consumers 
is  that  they're  willing  to  pay  $2,000  for 
a  PC  if  we're  able  to  continue  delivering 
waves  of  excitement,"  says  Grove. 

For  a  year,  a  gang  of  Wintel  rivals, 
led  by  Oracle  Corp.  and  Sun  Microsys- 
tems Inc.,  has  been  promising  that  it 
would  supply  the  next  wave  of  excite- 
ment. Their  vehicle,  the  stripped-down 
network  computer  (nc),  doesn't  use  an 


Intel  chip  or  Windows 
but  excels  at  cruising 
the  World  Wide  Web. 
On  Oct.  28,  the  eve  of 
Sun's  JavaStation  nc 
debut,  Grove  and  Mi- 
crosoft Chairman 
William  H.  Gates  an- 
nounced that,  despite 
a  year  of  deriding  the 
nc,  they  plan  their 
own  Internet  comput- 
er, the  NetPC. 

Have  Grove  (and 
partner  Gates)  thrown 
in  the  towel?  Will  the 
dominance  of  Wintel 
pes  come  to  an  end? 
Don't  count  on  it.  The 
NetPC  is  only  a  tiny 
part  of  the  chipmak- 
er's  Internet  strate- 
gy— and  one  carefully 
calibrated  to  steal  the 
thunder   of  the  nc 
crowd  without  threat- 
ening Intel's  core  PC 
business  (page   170).  ~ 
No,  Grove  has  much  bigger  plans  for 
the  Net — plans  that,  if  they  succeed, 
will  preserve  the  Wintel  dynasty  for 
years  to  come. 

Grove  has  quietly  rallied  his  engi- 
neers to  develop  a  dizzying  array  of 
multimedia  and  Internet  technology 
aimed  at  keeping  the  PC  the  Net  vehicle 
of  choice.  Intel  has  pumped  $70  million 
into  Internet  startups,  $35  million  this 
year  alone.  And  he  has  Intel  marketers 
working  with  independent  developers 


GROVE:  Working  to  deliver  "waves  of  excitement 


to  create  snazzy  Net  programs  an' 
tent  for  Wintel  PCs. 

The  software  effort  is  critical.  I 
ing  simple  documents  from  the  Int ; 
doesn't  use  much  horsepower — a  < 
nc  could  do  the  job  easily.  But  tl 
plications  that  Intel  is  pushing,  su 
videoconferencing,  Internet  telep 
and  3-D  virtual  worlds,  soak  up  th( 
er  of  speedy  Pentium  processors 
push  buyers  to  upgrade.  "Even  i 
they     do     is     focused  on 


ANDY  GROVE 
TACKLES 
THE  INTERNET 


HARDWARE 

PENTIUM  CHIPS  WITH  MMX 

Special  instructions  in  Intel's 
microprocessors  will  speed  up 
multimedia. 

NETPC 

A  Windows  computer  designed  for 
use  on  corporate  Intranets. 


SOFTWARE 

RSVP/RTP 

Lets  users  "reserve"  capacity  for 
sending  video  or  critical  data. 

RSX/RDX/JAVA 

Software  research  into  3-D 
sound,  animation,  and  software 
objects,  possibly  leading  to  rich 
"virtual  worlds"  on  the  Internet. 


APPLICATIONS 

VIDEOCONFERENCING 

Intel  is  promoting  a  standard  r 
videoconferencing  over  the 
Internet. 

INTERCAST 

Sends  Web  pages  automatica 
to  PCs  with  special  TV  receive 
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hink  of  us 


rop-dead  dates. 


Same  Day 
Overnight  by  8  AM. 
Overnight  by  10-30  A.M. 

o 

Guaranteed  2-Day 

m 

Guaranteed  3-Day 
Etc.,  etc.,  etc. 


:rence  to  your  death-defying  schedule,  we'll  get  right  to  the 
Here  and  around  the  world,  nobody  can  offer  you  as  many 
iteed*  on-time  delivery  options  as  UPS.  Whether  that  means 
I  your  most  urgent  package  across  the  country  in  hours,  or 
an  ocean  by  breakfast.  Or  if  it  means  getting  inventory  out 
r  warehouse  today,  even  if  your  customer  can't  take  delivery 
he  day  after  tomorrow.  You  might  say  we  can  offer  (^^^^) 
ly  response  to  every  critical  deadline.  Assuming 
hese  days,  there  is  any  other  kind.  Look  for  us 
:  Internet  at  http://www.ups.com  or  call  us  at 


-pick-ups.  MOVING  at  the  SPEED  of  BUSINESS: 


ups 


OK,  SO  STEREOTYPE  MI. 

and  listen  to  Big  Band.  Right  ?  Wrong.  Be 
smooth,  roomy,  and  comfortable.  But,  it 
they  designed  it.  Now  as  far  as  Big  Bam 


MSSIM  For  information  via  the  Internet,  enter  http:  www.hncolnvehicles.com  or  to  receive  a  free  brochure,  call  1  800  446-8888. 


Ford 
Credit 


)rk  and  no  play.  Drive  some  kind  of  big  cushy  sofa  on  wheels 
)lay.  Hard.  And  I  drive  a  Lincoln  Town  Car.  Yeah,  it's 
ind  responsive.  It's  almost  like  they  had  me  in  mind  when 
you  got  1  out  of  3. 


ffl  LINCOLN 

What    A    Luxury    Car     Should  Be 


Information  Processing 


says  Cowen  &  Co.  analyst  Drew  Peck. 

Headquarters  for  the  chipmaker's  In- 
ternet effort  is  at  the  Intel  Architec- 
ture Labs  in  Hillsboro,  Ore.,  near  Port- 
land. There,  in  three  low-rise  office 
buildings  called  Jones  Farm,  hundreds 
of  engineers  are  writing  software  for 
everything  from  Internet  video  to  three- 
dimensional  sound.  At  a  nearby  multi- 
media studio,  Intel  offers  production  fa- 
cilities for  Hollywood  studios  and  media 
conglomerates  to  produce  interactive 
programming.  Intel  also  has  60  Internet 
"evangelists"  encouraging  developers  to 
write  Web-ware  for  Intel  PCs.  "They're 
sure  doing  a  lot  of  stuff,"  says  Mi- 
crosoft's Gates,  who  has  presided  over 
his  company's  own  massive  efforts  to 
make  sure  that  Wintel  machines  pre- 


vail on  the  Net.  "...They've  become 
much  more  involved." 

The  company  is  even  working  with 
"end  users" — customers  that  never  deal 
with  Intel  but  buy  computers  using  In- 
tel chips.  With  True  Value  Hardware, 
Intel  is  working  on  online  shopping.  Gi- 
ant Step  Productions,  a  unit  of  ad 
agency  Leo  Burnett  Co.,  is  using  In- 
tel's labs  to  help  Hallmark  Cards  Inc. 
develop  Net-based  greetings.  These  ex- 
pensive handholding  efforts  are  an  in- 
vestment in  the  future,  says  Grove: 
"We're  not  doing  this  pro  bono.  It's  mar- 
ket development." 

Meanwhile,  Intel  is  backing  dozens 
of  Internet  software  and  content  start- 
ups. Its  $70  million  investment  over  the 
past  several  years  places  Intel  among 


the  top  10  venture  investors  in  Si 
Valley,  according  to  Softletter,  an  in 
try  newsletter.  Among  Intel's  holm 
are  stakes  in  electronic  commercial 
neer  CyberCash,  Web  publisher  Cm 
and  The  Palace,  a  virtual-world  fe 
site. 

The  Internet  push  is  also  influent] 
chip  designs.  A  technology  calledjB! 
(for  multimedia  extension)  that  h(M 
PC  fly  through  3-D  animation  an(Jh 
video  will  be  included  in  new  versicp 
the  Pentium  and  Pentium  Pro,  dH 
early  1997.  mmx  is  a  vital  part  of  lie 
Internet  strategy  because  it  willpl 
draw  multimedia  programs  to  thett 

mmx,  like  much  of  Intel's  Net  e» 
falls  under  a  longstanding  campai^i 
Grove  to  make  Wintel  PCs  whizzi, 


BATTLE  OF  THE  NETWORK  BOXES 


When  Intel  Corp.  and  Microsoft 
Corp.  unveiled  plans  for  a 
NetPC  on  Oct.  28,  there  was 
no  gloating  at  Sun  Microsystems 
Inc.  or  Oracle  Corp.  Sure,  on  the 
face  of  it,  the  Wintel  pair  seemed  to 
endorse  the  Oracle/Sun  Network 
Computer  (nc)  concept  that's  also 
supported  by  IBM  Corp.  But  the  nc 
crew  recognized  the  NetPC  for  what 
it  is:  a  preemptive  strike. 

By  creating  a  ™ ™ ™ ™ ■■ 
stripped-down 
personal  computer 
for  networks 
that — unlike  the 
nc — also  runs 
software  PC  own- 
ers use,  the  Net- 
PC  could  dull  any 
edge  the  upstart 
design  had.  "This 
could  stall  the 
nc's  momentum," 
says  analyst 
Eileen  O'Brien  of 
International  Data 
Corp. 

The  reason  is  simple.  Despite  all 
the  noise  about  Internet  computing, 
what  both  approaches  offer  the  cor- 
porate buyers  they're  aimed  at  is  a 
way  to  cut  costs.  Researcher  Gartner 
Group  estimates  that  corporations 
spend  more  than  $8,000  a  year  per 
PC  on  support  and  maintenance.  The 
ncs  proposed  by  IBM  and  others  cut 
this  cost  by  returning  control  of  a 
company's  desktop  machines  to  the 
corporate  computer  department — 


eliminating  expensive  support  night- 
mares like  hard-disk  crashes  and 
software  foulups  caused  when  work- 
ers install  programs.  Gartner  analyst 
Bill  Kirwin  estimates  ncs  could  slash 
support  costs  by  30%. 

Customers  are  ready.  John  An- 
drews, president  of  railroad  giant 
csx  Corp.'s  technology  unit,  says  he 
expects  10%  of  his  employees  to  use 
NCs  within  two  years.  Barry  Lynn,  a 


How  They  Stack  Up 


THE  NETWORK  COMPUTER 

(Sun  Microsystems,  Oracle,  IBM) 

price  $500  to  $1,000 

the  hardware  Processor  (SPARC, 
ARM,  PowerPC,  Intel),  8  megabytes  of 
RAM,  graphics  and  network  connector, 
keyboard/mouse 

what's  missing  Disk  drives 

what  it  runs  Java  and  other  programs 
downloaded  over  network 


THE  NETPC 

(Microsoft,  Intel,  Compaq,  Hewlett-Packard) 

price  $1,000+ 

the  hardware  Intel  Pentium  chip,  16 
megabytes  of  RAM,  hard  drive,  graphics 
and  network  connector,  audio,  locking 
case,  keyboard/mouse 

what's  missing  Floppy  disk  drive 

what  it  runs  Windows  programs  stored 
locally  or  downloaded  over  network 


Wells  Fargo  &  Co.  executive  vice- 
president,  figures  ncs  will  cut  his 
cost  of  supporting  each  desktop  com- 
puter user  to  $2,000  a  year.  "There's 
a  future  for  these,"  he  says. 

But  the  nc  faces  some  big  obsta- 
cles. The  biggest  is  software.  While 
the  machines,  which  are  being  built 
around  such  non-Intel  processors  as 
the  IBM-Motorola  PowerPC,  Sun's 
sparc,  and  the  arm  chip  from 
Britain's  Advanced  Rise  Machines 


Ltd.,  will  run  the  cool  new  softwar 
"applets"  being  written  in  Sun's  Ja 
language,  few  such  programs  now 
exist,  and  most  likely  won't  be  wid 
ly  established  for  years.  Familiar  o 
fice  ware  such  as  Excel  and  Word 
may  never  be  available  for  Java. 

This  is  why,  by  simply  announcin 
plans  for  the  NetPC,  Intel  and  Mi- 
crosoft have  dealt  a  blow  to  the  nc 
The  NetPC  standard — a  blueprint  tr 
companies  such 
Compaq,  Hewle 
Packard,  and  D< 
say  they'll  fol 
low — lets  compa 
nies  keep  all  tht 
pc  software  and 
also  addresses  t 
cost-of-ownershi 
issue,  too.  The 
standard  specifi< 
teclinology  that 
will  allow  each  I 
on  a  network  to 
report  to  a  cent 
server  its  status 
and  warn  of  im- 
pending problems.  Using  software  c 
Windows  NT  servers,  computer  man 
agers  will  be  able  to  monitor  PCs,  in 
stall  new  software  from  the  server, 
and  even  help  traveling  workers  us- 
ing laptops. 

The  NetPC,  crows  Microsoft  Seni 
Vice-President  James  E.  Allchin,  o: 
fers  "the  best  of  both  worlds."  As 
long  as  those  worlds  are  called  Mi- 
crosoft and  Intel. 

By  Andy  Reinhardt  in  San  Francist 
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oin  the  small 


doing 
more  with 


Fridays  Free. 


Free  Fridays  for  a  full  year. 

Free  Calling  to  anywhere  in  the  U.S. 
Free  faxing  of  any  size  documents, 
ree  incoming  toll-free  all  day. 
OW,  flat  rates  the  rest  of  the  week. 

With  so  much  to  offer,  it's  no  wonder  why  thousands 
of  small  businesses  are  using  Fridays  Free  as  their 
get-ahead  business  tool.  How  about  you? 

Call  Sprint  Business 

1800827-3700 

www.sprint.com 


Sprint 


OFFICIAL 
TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL 


We  help  business  do  more  business' 


snthly  minimum  required  Certain  restrictions  apply  Maximum  of  $1,000  in  free  long  distance  calling  per  month  Domestic  calls  and  commercial  use  only  Not  valid  with  any  other  otter  ©1996  Spnnt  Communications  Company  L  P. 
id  the  NFL  shield  logo  are  registered  trademarks  of  the  National  Football  League. 
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our  to  Caulk 

like 
a  pro 


Smarts* 


fid 


Share 


Publish 



They  said  you'd  be  able  to  go  anywhere  and  do  anything 
on  the  Internet.  But  chances  are,  the  "I  Love  Fudge  Home  Page" 
isn't  quite  what  you  had  in  mind. 

Presenting  SmartSuite®.  SmartSuite  lets 
you  do  some  real  work  on  the  Internet.  With- 
out leaving  the  familiar  business  applications 
you  use  every  day. 

With  SmartSuite  you  can  jump  from  one  task 
to  the  next,  from  desktop  to  Internet,  without 
missing  a  beat.  You  can  find,  share  and  publish 
information  to  far-flung  audiences  across  your 
internal  intranet  and  the  Internet. 

You  can  use  whatever  browser  you  want  to  publish  your 
1-2-3®  models  to  the  Internet  or  pull  information 
from  the  Internet  into  your  spreadsheet.  Plus,  you  can  easily 
publish  HTML  files  or  create  a  really  cool  home  page.  No 

special  training  needed. 

Result:  you  can  efficiently  com- 
plete joint  projects  and  deliver  timely 
information  to  colleagues  anywhere 
in  the  world. 

So  if  you  want  to  conduct  real 
business  on  the  Internet  (instead 
of  simply  browsing  around),  get 
SmartSuite.  The  smart  way  to  work 
on  the  Internet.  SmartSuite  is  now 
included  with  Aptivaf  ThinkPad,®  and  IBM®  PC  desktops  as 
well  as  Acerf  AST®  and  Fujitsu,®  PCs.  For  more  information 
call  1-800-TRADE-UR  ext.  C575  or  visit  us  nff|ffi| 
on  the  World  Wide  Web  at  www.lotus.com.  WorkmgTbgether" 


SmartSuite 

1-2-3 

spreadsheet 

Word  Pro 

word  processor 

Approach 

database 

Freelance  Graphics 

presentation  graphics 

Organizer 

time  management 

ScreenCam 

multimedia  tool 


Versions  of  SmartSuite  are  available  for  Windows*  95,  Windows*  3.1  and  OS/2.'  In  Canada  call  1 -800-GO-LOTUS.  ©1996  Lotus 
Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  All  rights  reserved.  Lotus  and  Working  Together  are 
registered  trademarks  of  Lotus  Development  Corporation.  All  Lotus  products  are  trademarks  of  Lotus  Development  Corporation. 
IBM,  Aptiva,  ThinkPad  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corp.  Windows  95  and  Windows 
3.1  are  registered  trademarks  of  Microsoft  Corporation.  All  other  product  names  are  registered  under  their  respective  companies. 
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multimedia  communication.  Efforts  to 
develop  hardware  and  software  for  PC 
telephony  and  videoconferencing  have 
already  consumed  "hundreds  of  millions" 
of  dollars,  says  Grove. 

Now,  the  communications  push  is  be- 
ing focused  on  the  Net.  The  three-year- 
old  ProShare  desktop  videoconferenc- 
ing software  has  been  reworked  for  the 
Net.  D.  Craig  Kinnie,  director  of  Intel 
Architecture  Labs,  says  it's  likely  that 
by  mid-1997,  every  Pentium  PC  will  be 
shipped  with  videoconferencing  technol- 
ogy built  in.  And  Intel  is  pushing  In- 
ternet telephony  in  part  by  teaming  up 
with  Microsoft  to  push  a  standard  called 
H.323,  which  lets  you  make  voice  calls 
across  the  Net.  More  than  120  compa- 
nies have  endorsed  that  standard,  in- 
cluding the  leader  in  Internet  telephony, 
VocalTec.  Replacing  the  dozen  incom- 
patible approaches  now  in  use  should 
help  Internet  phoning  flourish. 
SPEEDUP.  Grove's  big  worry  remains 
the  lack  of  high-speed  networks  to  de- 
liver the  multimedia  programming  to 
PCs.  Because  most  consumers  still  can't 
get  high-speed  digital  phone  lines  or  ca- 
ble modems,  he's  pushing  "hybrid"  ap- 
plications that  divide  programs  between 
the  user's  PC  and  remote  computers.  An 
electronic  catalog,  for  example,  would 
store  big  files  such  as  color  photos  of 
merchandise  on  a  cd-rom.  The  data  that 
change — prices  or  promotions — arrive 
over  a  modem,  id  Software  is  working 
with  Intel  on  a  hybrid  version  of  its  hit 
cd-rom  game  Quake,  which  will  use  the 
Web  for  multi-user  play. 

There  are  also  bids  to  speed  up  the 
Net  itself.  Intel  is  pushing  a  protocol 
for  the  Internet  that  would  reduce  traf- 
fic by  sending  data  only  to  certain  users. 
Another  would  allocate  Net  capacity  for 
time-sensitive  uses  such  as  video. 

With  a  setup  called  Intercast,  Intel 
avoids  the  phone  system  entirely  to 
send  Internet  data  to  PCs  over  TV  fre- 
quencies, nbc,  CNN,  and  QVC  now  trans- 
mit Web  data  along  with  some  TV 
shows,  letting  viewers  with  Intercast 
technology  retrieve  information  about 
what  they're  watching. 

Will  all  these  efforts  be  enough  to 
ensure  the  survival  of  the  Wintel  PC — 
and  Intel's  chip  empire?  Grove  is  para- 
noid enough  to  hedge  his  bets.  In  addi- 
tion to  efforts  aimed  at  driving  demand 
for  Wintel  machines,  he's  quietly  exper- 
imenting with  non-PC  Internet  appli- 
ances— Net  phones  and  handheld  Web 
terminals.  "It's  an  opportunity  for  us  to 
sell  more  chips,"  says  Grove.  And  keep 
the  Intel  money  machine  functioning 
smoothly  into  the  21st  century. 

By  Andy  Reinhardt  in  Hillsboro,  Ore. 


SERVICES 


GEARING  UP 

AT  PEROT  SYSTEMS 


After  years  of  startup  pain,  a  shot  at  the  big  time 


Rick  H.  Gough,  director  of  opera- 
tions for  Cadillac  Plastic  Group 
Inc.,  doesn't  have  fond  memories 
of  his  early  experience  with  Perot  Sys- 
tems Corp.  Hired  in  1993  to  take  over 
data  processing  at  the  plastics  distribu- 
tor, Perot  promised  more  than  it  could 
deliver,  given  Cadillac's  antiquated  com- 
puters. "There  was  a  lot  of  dissatisfac- 
tion," recalls  Gough.  But  today,  Gough 
has  a  far  different  view  of  the  Dallas- 
based  computer  services  company.  Stall- 
ing in  late  1994,  he  says,  Perot  began 
taking  "a  totally  different  approach.  We 
just  really  started  taking  off  and  creat- 
ing a  true  partnership." 

Perot  Systems,  once  recognized  more 
for  its  famous  founder,  Presidential  can- 
didate Ross  Perot,  than  for  its  techno- 
logical prowess,  is  hoping  that  Gough 
isn't  the  only  one  who  notices  the 
changes.  After  years  of  growing  pains, 
the  eight-year-old  company  finally  has  a 
shot  at  its  industry's  major  league — 
alongside  such  companies  as  IBM's  In- 
tegrated Systems  Solutions  Corp.  and 
Electronic  Data  Systems  Corp.,  Ross 
Perot's  first  startup.  In  the  past  year, 
Perot  Chairman  Morton  H.  Meyerson 
has  recruited  brand-name  managers,  in- 
cluding former  IBM  strategist  James  A. 
Cannavino  and  James  A.  Champy,  the 
influential  consultant  who  helped  kick 


BRAND  NAMES  The 

lure  of  IPO  riches 
helped  Chairman 
Meyerson  (cen- 
ter) recruit 
Champy  and 
Cannavino 


off  the  re 
neering  s 
The  compan 
narrowed  its 
to  five  key 
kets  and  b 
up  technica 
pertise  by  in 
ing  in  soft 
and  consu 
companies  (table).  "We  see  Per 
starting  to  be  more  visible  and  ag 
sive,"  says  one  major  competitor. 

To  say  the  least.  Perot's  revenue 
expected  to  hit  $688  million  this 
more  than  twice  last  year's  $342 
lion.  Perot  says  net  profit,  too,  s 
more  than  double,  from  last  year's 
million,  on  pretax  margins  surpa 
the  11%  expected  for  eds  this 
With  a  growing  record  of  consi 
profit,  Meyerson  plans  to  take  the 
pany  public  sometime  in  1997.  An 
Stephen  T.  McClellan  of  Merrill  | 
&  Co.  figures  the  company  coul 
worth  about  $2  billion. 

Employees  such  as  Champy  and 
navino,  who  signed  on  with  the  pro 
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At  NEC,  we  realize  multimedia  is  some- 
thing far  more  powerful  than  just  a  CD-ROM 
reader  hooked  up  to  your  computer,  It's  a 
global  network  where  people  from  every 
corner  of  the  world  can  communicate  and 
work  together  face-to-face. 

And  NEC  is  positioned  to  be  the  one,  true 
leader  in  multimedia.  After  all,  we're  the 
only  high-tech  company  that  ranks  among 

THE  UNIVERSE 
MAY  BE  EXPANDING, 
BUT  THANKS  TO 
NEC  MULTIMEDIA, 
OUR  PLANET 
IS  DEFINITELY 
SHRINKING. 


the  top  five  in  all  three  key  multimedia  tech- 
nologies -  semiconductors,  computers,  and 
communications.  In  fact,  we  hold  over 
29,000  patents  on  everything  from  video 
conferencing  to  global  satellite  systems. 
For  more  information,  call  1-800-338- 

9549  or  reach  us  on  the  Internet  at 

Lil  just  imagine 

http://www.nec.com.     ;EC  M  u  L ., ,  °nrrx 


The  6th  Annual  Business  Week  Forum 
of  Chief  Financial  Officers 

FINANCE 

AND 
VISION 


Unlocking  The  Potential 


March  19-21,  1997.  Palm  Springs,  CA 


%red  speakers: 


York  Gary  Wilson  Gary  Toomey  James  Noble  John  B.  Menzer 

■urinaii  Co-Chairman  Chief  Financial  Officer  Chief  Financial  < )///,  1 1  Chief  Finant  ial  < Iffit  <  r 

'a  Corporation  Northwest  Airlines  Qantas  Airways  Limited  British  Biotech  Wal-Mart  Stores.  Inc. 


I  Woodbury 
'ice  President 
0 

-oducts.  Inc. 


John  Clerico 

Vice  President  and  CFO 
Praxair,  Inc. 


B.  Kenneth  West 
Senior  Consultant 
Corporate  Governance 
TIAA-CREF 


_n  a  business  environment  of  rapid  change,  the 
onship  between  the  CFO  and  key  company 
holders  is  critical  to  corporate  success.  Managing 
holders'  various  and  often  conflicting  agendas  is  an 
ng  challenge  for  today's  CFOs.  How  can  these 
Dnships  be  leveraged  to  gain  a  competitive  and 
gic  advantage? 

o  find  out,  join  Business  Week  and  the  CFOs  of  the 
I'S  largest  corporations  at  this  premier  annual  event. 
:  miss  this  chance  to  get  the  latest  strategies  for 
ss  directly  from  the  leaders  who  have  unlocked  the 
itial  in  their  organizations. 


Edward  V.  Regan 
Policy  Advisor 
Jerome  Levy 
Economics  Institute 
Bard  College 


Keynote  speaker: 


r?  - 


The  Honorable 
George  Bush 
President  of  the 
United  States,  1989-1993 


Presented  in  association  with: 

American  International  Group,  Inc. 
KPMG  Peat  Marwick  LLP 
Milliman  &  Robertson 
SAS  Institute  Inc. 

For  registration  information  on  the 
6th  Annual  Business  Week  Forum 
of  Chief  Financial  Officers: 

Please  call  (800)  821-1329. 

Attendance  is  limited  to  CFOs  of  leading 
national  and  worldwide  companies. 


BusinessWeek 


EXECUTIVE  PROGRAMS 


Beyond  news.  Intelligence. 


iyThe  McGraw-Hill  Companies,  Inc. 


A  Division  of  The  McGraw-Hill  Companies 


Information  Processing 


While  other  companies  offer  "risk-sharing"  deals  to  the 
clients,  Perot  is  by  far  more  aggressive 


of  ipo  riches,  can't  consider  their  Perot 
stock  money  in  the  bank  yet,  however. 
Much  of  the  company's  recent  growth 
spurt — after  a  slowdown  in  1994— comes 
from  a  single  megadeal  that  Perot 
signed  with  Swiss  Bank  Corp.  in  1995. 
In  an  unusual  alliance,  Swiss  Bank  is 
taking  a  stake  in  Perot  that  could  total 
nearly  25%  over  15  years.  Perot,  in 
turn,  will  manage  the  majority  of  Swiss 
Bank's  computer  operations,  worth  an 
estimated  $250  million  a  year  for  25 
years.  Perot,  in  addition,  took  a  40% 
holding  in  Systor,  a  unit  that  develops 
software  for  Swiss  Bank  and  other  fi- 
nancial institutions. 

THE  CATCH.  Sounds  great,  but  there's  a 
catch.  The  Swiss  Bank  deal,  and  similar 
ones  that  Perot  is  pursuing  with  Swiss- 
air and  another  undisclosed  large  finan- 
cial institution,  cany  a  risk:  Instead  of 
being  paid  straight  fees  for  consulting, 
programming,  and  outsourcing  work, 
part  of  Perot's  compensation  will  be  tied 
to  specific  business  results — higher  pro- 
ductivity or  market-share  gains,  for  ex- 
ample. Swiss  Bank  preferred  a  midsize 
partner  like  Perot  because  "the  success 
of  this  company  (Perot)  would  obvious- 
ly depend  on  being  successful  with  us," 
says  Swiss  Bank  Chief  Financial  Officer 
Peter  A.  Wuffli. 

Perot  isn't  the  only  high-tech  con- 
sulting firm  to  cut  such  "risk-sharing" 
deals;  eds  and  IBM  offer  them,  too.  But 
Perot  is  far  more  aggressive.  "Perot 
seems  to  be  more  flexible  in  being  will- 
ing to  come  up  with  a  specific  contract 
that  really  meets  the  client's  needs," 
says  Bonnie  A.  Digrius  of  Gartner 
Group  Inc.,  a  technology  consulting  and 
research  firm.  Meyerson  says  such  deals 
will  make  up  only  10%  to  20%  of  Perot's 
clients  in  the  near  term,  but  when  the 
company  gets  bigger,  he  crows,  "I  would 
take  100%  risk." 

The  megadeals  are  important  to  the 
short-term  growth  plan.  Meyerson  says 
the  company  can  grow  at  least  25%  a 
year,  vs.  15%  to  20%  for  the  industry 
overall.  He  hopes  to  exceed  that  rate  by 
cutting  new  megadeals  every  year  or 
two.  "This  time,  we're  going  to  try  to 
not  flatten  out  as  much  and  see  if  we 
can  accommodate  a  much  faster  rate  of 
growth,"  he  says. 

Even  small  customers  are  getting  in 
on  the  risk-sharing  deals.  Take  Tulsa- 
based  SportsTrac  Inc.  The  company  se- 
lected Perot  in  July  to  create  an  Inter- 


net service  that  allows  college  sports 
recruiters  to  search  a  database  of  high- 
school  athletes  in  more  than  20  sports. 
SportsTrac  considered  several  other  ser- 
vices firms,  including  EDS,  for  the  three- 
year  deal.  "From  the  moment  we  began 
discussing  the  project  with  (Perot),  I 
felt  I  had  a  partner,"  says  Gene  T.  Mar- 
tin, chief  financial  officer.  "The  others 
seemed  to  be  vendors  selling  their  ser- 
vices." Perot's  compensation  is  tied  in 
part  to  the  new  service's  revenue 
growth.  "They  are 
at  risk  of  not  cover- 
ing their  costs," 
says  Martin.  But  if 
the   service  does 


The  Perot  Plan 


well,  Perot  could 
make  $5  million, 
Martin  figures. 

With  his  new 
strategy  and  new 
management  team 
in  place,  Meyerson, 
58,  is  stepping  back 
from  day-to-day 
control.  In  Septem- 
ber, he  handed  off 
much  of  his  work 
to  Cannavino,  52, 
who  joined  a  year 
ago  as  president. 
Meyerson,  who  has 
been  in  computer 
services  since  he 
joined  Perot  at  eds 
in  1966,  is  concen- 
trating on  working 
with  clients. 

Cannavino,  once  head  of  IBM's  PC  op- 
erations and  Big  Blue's  top  strategist 
before  he  left  in  March  1995,  continues 
to  sharpen  Perot's  strategic  focus.  "The 
company  was  emerging  and  just  find- 
ing business.  It  didn't  collect  itself  and 
say:  'Which  business,  in  which  places?' " 
he  says.  Now,  Cannavino  is  zeroing  in 
on  key  industries,  such  as  financial  ser- 
vices, health  care,  and  energy,  and  de- 
veloping functional  expertise  in  areas 
that  cross  industry  boundaries,  such  as 
logistics  management.  At  the  same  time, 
Cannavino  has  made  sure  that  Perot  is 
up  to  speed  in  all  the  new  software 
technologies,  including  those  used  for 
Internet  and  intranet  setups.  Perot  is 
now  investing  in  software  startups  to 
get  new  technology  early. 

The  company's  other  high-profile  re- 
cruit, Champy,  is  there  to  turn  Perot 


FOCUS  Instead  of  looking  for  business 
in  many  different  industries,  Perot  will 
concentrate  on  five:  financial  services, 
health  care,  energy,  communications  and 
media,  and  insurance. 


TALENT  New  hires  include  James 
Champy,  former  head  of  CSC  Index; 
Ron  Rittenmeyer,  former  president  of 
computer  wholesaler  Merisel  and  ex-COO 
of  Burlington  Northern;  and  Gil  Marmol 
and  Frank  Ostroff,  former  McKinsey 
consultants. 

TECHNOLOGY  Perot  has  acquired 
or  taken  stakes  in  eight  companies, 
including  Rothwell  International,  an 
object-oriented  application  development 
firm;  CommSys,  a  provider  of  telecommu- 
nications billing  software  and  services; 
Cambridge  Object  Technologies,  Internet 
specialists;  and  Doblin  Group,  a 
consulting  firm. 


into  a  high-level  strategic  const 
like  Andersen  Consulting — an  are; 
eds  jumped  into  with  the  $300 
purchase  of  A.  T.  Kearney  Inc.  Fo 
ly  a  partner  with  Andersen  riva 
Index  Inc.,  Champy  won't  create 
arate  consulting  unit,  however,  be 
he  wants  consultants  to  work  c 
with  Perot  analysts  and  program 
He  says  that  didn't  happen  eas: 
Cambridge  (Mass.)-based  Index,  ' 
Champy  co-founded,  after  it  was  b 
by     El  Seg 
(Calif.)-based 
puter  Sci< 
Corp.  "You 
separate  issu 
technology 
from  issues  of 
egy,"  he  says. 
STRUGGLING, 
with  Champy 
ing  doors,  Pen 
a  long  way 
before  it  break 
the  highest  rar 
computer  ser 
companies.  "Tl 
still  strugglir 
get  out  of  the 
ond  tier"  in  te< 
ogy  services, 
Howard  And< 
managing  dir 
of  Yankee  G 
Inc.,  a  techn 
consulting 
Perot  is  not 
making  the 
list  of  possible  vendors  for  many  Yi 
Group  clients,  he  adds. 

Meyerson  insists  that  the  con", 
and  its  4,300  employees  are  read 
the  big  time.  Gough  at  Cadillac  P 
agrees.  Perot  employees,  he  says, 
had  a  huge  effect  on  the  Troy  (ft 
company.  They  have  joined  teams 
engineer  processes  such  as  order  1 
ment  and  sales-lead  generation 
Perot  recently  reworked  its  10-yeai 
tract  to  bring  in  new  client-server 
nology,  with  no  additional  spendir 
Cadillac.  Gough  credits  Perot  for  he 
the  company  double  profits  since 
slash  working  capital  and  outpace  \ 
With  testimonials  like  that,  the  i 
Perot  may  become  more  famous  in 
puter  services  than  in  politics. 

Wendy  Zellner  in  Dallas,  wit! 
reau  reports 
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LISHING 


■AD  ALL  ABOUT  IT 

N  MARLBORO  MONTHLY 

lishers'  brisk  new  source  of  revenue:  The  custom  magazine 

dustry.  Patek  Philippe  magazine  from 
Conde  Nast  is  printed  on  heavy  paper 
with  lavish  illustrations.  The  premiere 
issue  carries  stories  on  Chinese  land- 
scape gardens  and  the  private  watch  col- 
lection of  Philippe  Stem,  owner  of  Patek. 

The  gloss  the  big  players  bring  to 
the  business  can  obscure  the  fact  that 
custom  magazines  are  the  publishing 
equivalent  of  infomercials.  Custom  pub- 
lishing encompasses  a  wide  range  of  re- 
lationships between  sponsor 
and  publisher.  In  some  cas-      A/To r\a 
es,  the  sponsor  simply  hires  iVldiLltJ 
the  expertise  of  a  magazine  publisher 
publisher;  the  stories  are 
commissioned  from  writers  MEREDITH 
who  aren't  on  the  pub-  CORP. 
lisher's  editorial  staff,  HACHETTE 
and  there  is  no  associa-  riiipApoui 
tion  with  its  regular  rlLlPAGLHI 
publications,  business    XI IVI E  INC 
week  custom  publish- 
es a  magazine  for  the    NEW  YORK 
TIMES  CO. 

CONOE  NAST 


st  month,  Time  Inc.  launched  three 
ublications  full  of  articles  culled 
■om  its  high-profile  magazines — such 
triune.  Money,  and  Parenting.  But 
look  for  Your  Rewards,  Todays  Fo- 
>r  Business  Vision  on  newsstands, 
id,  you'll  have  to  visit  one  of  Key- 
s  1,300  bank  branches  to  pick  up 
ties,  which  are  actually  handsome 
tisements.  "Nobody  is  interested  in 
ig  about  bank  products,  so  we  need- 
mething  more  arresting,"  explains 
en  A.  Cone,  Key's  executive  vice- 
lent  for  marketing.  "I  view  this  as 
lagazine  and  half  marketing." 
le's  hybrid  is  just  the  latest  foray 
major  publisher  into  the  booming 
iss  of  custom  publishing.  In 
past  five 


ers  give  extensive  editorial  control  to 
sponsors,  allowing  them  to  order  changes 
in  stories.  Or  they  allow  their  well-known 
logos  to  appear  prominently  on  the  cov- 
ers of  advertiser-controlled  publications. 
Target  Stores'  Target  The  Family,  pub- 
lished by  Gruner  &  Jahr,  carries  the  in- 
scription "Created  by  Parents  Maga- 
zine." Other  publishers  whisper  their 
names  in  small  type  on  the  masthead. 
But  either  way,  advertisers  gain  by  the 
association.  "Advertisers  are  borrowing 
on  the  integrity  of  the  magazine  indus- 
try," says  Suzanne  Braun  Levine,  editor 
of  the  Columbia  Journalism  Reru  n-. 
DOWNPLAYED.  Even  more  controver- 
sial are  custom  magazines  that  seem  to 
conceal  their  sponsors'  involvement.  Ha- 
chette  Filipacchi  just  launched  Unlim- 
ited, which  features  articles  on  fitness 
and  sports.  Only  in  tiny  type  on  page  10 
is  the  magazine's  sponsor  revealed: 
Marlboro,  which  also  runs  ads  in  the 

to-Measure  Magazines 

NUMBER  OF  CUSTOM  TITLES 

23,  including  Crayola  Kids  and 
Home  Depot's  Weekend 

5,  including  Mercedes  Momentum  and 
Mary  Kay  cosmetics'  Woman's  Day  Beauty 

3  for  KeyCorp.,  including  Your  Rewards 

10,  including  Beyond  Computing  for  IBM 
and  Blockbuster  Entertainment  Feature 

13,  including  Patek  Philippe  and 
nasdaq  magazines 


UR  AD  HERE? 


The 

3S  that  big  players 
ng  to  the  business 

i  obscure  the  fact  that  custom  mags 
the  equivalent  of  infomercials 


,  Hachette  Filipacchi  Magazines, 
York  Times,  and  Conde  Nast  Pub- 
ins  have  rushed  to  join  Meredith 

in  the  $1  billion  business.  They're 
g  big-name  marketere,  from  crayon 
r  Binney  &  Smith  Inc.  to  Home 

Inc.,  that  are  timiing  to  slick  cus- 
nagazines  to  dress  up  their  sales 
iges.  Gone  are  the  drab  in-flight 
ations  that  once  epitomized  the  in- 


PGA  Tour  without  the  involvement  of 
its  editorial  staff.  In  other  cases,  pub- 
lishers will  offer  editorial  material  from 
their  newsstand  magazines,  although 
they  may  forbid  the  sponsor  from  tin- 
kering with  the  text.  "We  will  not  edit 
content  to  suit  the  client,"  says  Shel- 
don Czapnik,  director  of  editorial  ser- 
vices at  Time  Inc.  Custom  Publishing. 
In  still  other  cases,  though,  publish- 


magazine.  The  sponsor  attaches  a  letter 
to  each  magazine,  but  critics  say  most 
people  who  thumb  through  an  issue  will 
be  unlikely  to  see  it.  "Unless  you're  a 
detective,  you  think  this  is  a  real  edito- 
rial endeavor,"  complains  Braun  Levine. 

Publishers  tend  to  downplay  the  con- 
troversy, possibly  because  of  gross  prof- 
it margins  that  can  run  between  15% 
and  40%,  easily  outpacing  the  12%-  mar- 
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To  qualify  for 

Weekly  Drawing 

on  . .  . 

Week  1  - 

11/25/96 

Week  2  - 

1 2/02/96 

Week  3  - 

12/09/96 

Week  4  - 

12/16/96 

Week  5  - 

12/23/96 

Week  6  - 

1 2/30/96 

Week  7  • 

1  .'06/97 

Week  8  - 

1/13/97 

Week  9  - 

1/20/97 

Week  1 0 

-  1/27/97 

WIN  A  TM P  TO  BARBADOS. 

ENTER  THE  BUSINESS  TRUE  CONFESSIONS  SWEEPSTAKES 
AT  WWW.BUSINESSWEEK.COM. 

Official  Rules  and  Mail-In  Method  of  Entry 

No  purchase  necessary  to  enter  or  win.  Sweepstakes  begins  at  12:01  AM  (EST)  on  11/7/96. 
Sweepstakes  ends  at  11:59  PM  (EST)  on  1/19/97.  To  enter  the  sweepstakes  electronically,  access  the 
Business  Week  Web  site  by  typing  http  /www.businessweek.com.  follow  all  instructions  and  complete  the 
online  entry  form  including  your  answers  to  the  sweepstakes  questions.  To  enter  by  mail:  Print  your 
name  and  complete  address  on  plain  piece  of  paper.  Mail  to:  Business  True  Confessions  Sweepstakes, 
P.O  Box  9138.  Medford,  NY  11763-9138 

Ten  weekly  drawings  will  be  conducted  from  all  eligible  electronic  mail  or  mail-in  entries  received 
according  to  the  schedule  listed  below  You  are  automatically  entered  in  the  Grand  prize  drawing  when 
you  submit  an  entry  for  a  weekly  drawing.  Limit:  one  entry  per  week.  Grand  prize  and  weekly  drawings 
will  be  conducted  by  an  independent  judging  organization  whose  decisions  are  final  Grand  prize 
drawing  will  be  conducted  on  or  before  1/31/97.  Entrants  need  not  be  present  to  win 

Your  electronic  entry  must  be  submitted  Mail-in  entries 

between  or  your  mail-in  entry  must  be  must  be 

postmarked  between:  received  by: 

12  01  AM  Thursday  11/07/96  and  Sunday  midnight  11/17/96    Friday  11/22/96 

12:01  AM  Monday  11/18/96  and  Sunday  midnight  11/24/96     Friday  11/29/96 

12  01  AM  Monday  11/25/96  and  Sunday  midnight  12  01/96     Friday  12/06/96 

12  01  AM  Monday  12  02/96  and  Sunday  midnight  12/08/96     Friday  12/13/96 

12  01  AM  Monday  12/09/96  and  Sunday  midnight  12/15/96     Friday  12/20/96 

12  01  AM  Monday  12/16/96  and  Sunday  midnight  12'22/96     Friday  12/27/96 

12:01  AM  Monday  12/23/96  and  Sunday  midnight  12/29/96     Friday  1/03/97 

12:01  AM  Monday  12/30/96  and  Sunday  midnight  1/05/97      Friday  1/10/97 

12:01  AM  Monday  1/06/97  and  Sunday  midnight  1/12/97        Friday  1/17/97 

12  01  AM  Monday  1/13/97  and  Sunday  midnight  1/19/97        Friday  1/24/97 

All  times  above  are  in  Eastern  Standard  Time. 

No  photocopied  or  mechanically  reproduced  entries  will  be  accepted.  Sponsor  is  not  responsible  for 
error,  omission,  interruption,  deletion,  defect,  delay  in  operations  or  transmission,  theft  or  destruction  or 
unauthorized  access  to  or  alterations  of  entry  materials,  or  for  technical,  network,  telephone  equipment, 
electronic,  computer,  hardware  or  software  malfunctions  of  any  kind,  or  inaccurate  transmission  ot  or 
failure  to  receive  entry  information  by  sponsor  on  account  of  technical  problems  or  traffic  congestion  on 
the  Internet  or  at  any  Web  site  or  any  combination  thereof.  Sponsor  is  also  not  responsible  for  any  injury 
or  damage  to  entrant's  or  any  other  person's  computer  related  to  or  resulting  from  playing  or 
downloading  any  materials  in  the  sweepstakes,  or  for  mail-in  entries  that  are  lost,  late,  misdirected, 
damaged,  incomplete,  illegible  or  postage-due  All  entries  become  the  property  of  sponsor  and  will  not 
be  returned.  CAUTION:  ANY  ATTEMPT  BY  AN  ENTRANT  TO  DELIBERATELY  DAMAGE  ANY  WEB 
SITE  OR  UNDERMINE  THE  LEGITIMATE  OPERATIONS  OF  THE  SWEEPSTAKES  IS  A  VIOLATION 
OF  THE  CRIMINAL  AND  CIVIL  LAWS  AND  SHOULD  SUCH  AN  ATTEMPT  BE  MADE,  THE  SPOSNOR 
RESERVES  THE  RIGHT  TO  SEEK  DAMAGES  FROM  ANY  SUCH  ENTRANT  TO  THE  FULLEST 
EXTENT  PERMITTED  BY  LAW  The  sponsor  reserves  the  right  to  cancel  the  sweepstakes  if  it  becomes 
technically  corrupted. 

Prizes  and  estimated  prize  value:  1  Grand  Prize:  Trip  for  2  to  Barbados  Trip  includes:  round-trip  coach 
airfare  for  two  from  closest  commercial  airport  to  winner's  home.  5  days/4  nights  double  occupancy  hotel 
accommodations  and  meals  and  beverages  in  hotel  (est.  value:  $4,000)  [Trip  prize  subiect  to  availability 
and  must  be  completed  within  12  months  of  date  awarded  Actual  values  of  trip  depends  on  location  of 
winner  and  fares  at  time  of  departure  Certain  restrictions  and  blackout  dates  may  apply.  If  a  trip  prize  is 
won  by  a  minor,  minor  must  be  accompanied  by  a  parent  or  legal  guardian.  Winner's  traveling 
companion  will  be  required  to  sign  a  release  of  liability  and  publicity  prior  to  departure  Trip  prize  is  on  a 
space  available  basis  and  does  not  include  personal  purchases  or  incidentals  ]  One  prize  will  be 
awarded  in  each  weekly  drawing  tor  a  total  of  10  weekly  prizes  as  follows  (with  est.  retail  values)  Week 
1  Filofax  ($90)  Week  2:  Voice-activated  databank  ($99  95).  Week  3:  Worldband  radio  ($99).  Week  4: 
Coach  money  clip  ($76)  Week  5  Relaxor  back  massage  pillow  ($80).  Week  6:  Ray-Ban  sunglasses 
($59  95)  Week  7:  Waterman  pen  ($70).  Week  8:  Brookstone  travel  wallet  ($60).  Week  9:  Fossil  pocket 
watch  ($75).  Week  10  Krups  cappuccino  maker  ($49.98).  Total  value:  $4,759  88.  Winners  may  not 
substitute  or  transfer  prizes  Sponsor  reserves  the  right  to  substitute  a  prize  of  equal  or  greater  value  in 
the  event  a  prize  is  unavailable  Prizes  are  not  redeemable  for  cash.  Winners  are  responsible  for  all  taxes 
on  prizes  and  any  other  incidental  expenses  not  specified  herein.  Limit:  1  weekly  prize  per  household 

Winners  will  be  notified  by  mail  Winners  may  be  required  to  sign  and  return  an  Affidavit  of 
Eligibility  Liability  Publicity  Release  within  14  days  of  date  printed  on  notification  or  he  she  will  be 
disqualified  Any  prize  or  prize  notification  returned  as  undeliverable  will  result  in  disqualification,  and  the 
corresponding  prize  will  be  awarded  to  an  alternate  winner  in  a  random  drawing.  Except  where  prohibited 
by  law,  entry  constitutes  permission  to  use  winners'  names,  hometowns,  likenesses  and  photographs  for 
online  posting,  and/or  any  advertising  and  publicity  without  additional  compensation. 

Open  to  legal  United  States  residents  aged  21  and  older  Sweepstakes  governed  by  U  S  law  Odds  of 
winning  a  prize  depend  on  the  total  number  of  entries  received  per  drawing.  Est.  distribution: 
1 1 ,000,000   Sponsor  Business  Week  Online,  1 221  Avenue  of  the  Americas,  New  York.  NY  1 0020 
Employees  and  their  immediate  families  of  Business  Week  Online,  its  parent  company,  subsidiaries, 
advertising  agencies  and  promotional  companies  are  not  eligible  Void  in  Puerto  Rico  and  where 
prohibited  by  law  All  federal,  state  and  local  laws  and  regulations  apply. 

For  winners  list  (available  by  3/30/97)  send  self  addressed,  stamped  envelope  by  1/24/97  to:  Business 
True  Confessions  Winners.  P  O  Box  9153.  Medford.  NY  11763  9153 


\  Division  of  The McGraw  HilU  ompanies 


gins  that  traditional  magazines  pi'oB 
"A  lot  of  [publishers]  can  name  B 
own  price,"  says  Michael  J.  Kearns,^ 
president  for  custom  publishing  a 
Murry  Publishing  Inc.  in  Phol 
Conde  Nast,  which  jumped  intci 
business  this  year  through  a  joint 
ture  with  London's  Forward  Pul 
ing,  charges  Patek  $1  million  an  ■ 
for  its  opulent  semiannual  public® 
Time  Senior  Vice-President  Jam« 
Graham  predicts  his  new  customB 
lishing  business  will  generate  $10(B 
lion  in  annual  revenues  and  up  t 
million  in  profits  by  2001. 
TRASHED?  Custom  publishing  also 
publishers  a  chance  to  earn  more 
sets  they  already  have — articles 
scription  lists,  and  strong  mag 
brands.  Meredith  makes  almost  as 
from  custom-publishing  ventures  ir 
ing  the  Better  Homes  &  Gardens 
as  it  does  from  selling  the  magazine 
The  latest:  a  Better  Homes  persoi 
nance  magazine  largely  underwrite 
Metropolitan  Life  Insurance  Co. 

Advertisers  are  already  convi 
When  Mercedes-Benz  wanted  to  ai 
more  women  buyers  last  year,  it 
Hachette  to  produce  Mercedes  Mo 
turn.  The  first  issue  included  articl 
designer  humidors,  music,  and  fit 
Even  better,  Hachette  gave  Men 
access  to  its  Elle  subscribers  by  si 
wrapping  Momentum  with  10 
copies  of  the  women's  fashion  magi 

Still,  some  marketing  experts  su 
that  the  costly  custom  publication 
going  from  the  mailbox  straight 
the  trash.  "Until  you  can  prove  p 
really  want  these  magazines,  you 
have  anything,"  says  Darien  (C 
magazine  consultant  James  B.  Kol 

Worse  yet,  custom  publishing 
steal  sales  from  traditional  titl 
more  advertiser-controlled  mag: 
hit  the  newsstands.  Now  on  the 
Mary  Kay  Cosmetics  Inc.'s  Wor, 
Day  Beauty,  and  Crayola  Kids.  Cc 
is  Blockbuster  Entertainment  Fee 
"The  more  slick  this  stuff  gets,  the 
the  publishers  undermine  their 
properties,"  says  marketing  consi 
Jack  Trout  of  Trout  &  Partners  L 

But  the  combination  of  fat  profit 
gins  and  a  targeted  marketing  vi 
gives  custom  publishing  a  bright  fi 
Key's  Cone  is  considering  sellin 
new  magazines  on  the  newsstand  2 
already  spicing  up  their  looks  in  1 
of  matching  the  appeal  of  Time's  pc 
titles.  "The  more  we  look  like  P 
magazine,  the  better  we'll  be  reac 
says.  And  for  People  magazine, 
could  one  day  be  the  problem. 

By  Keith  Naught  on  in  D\ 
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Chase 

www.chase.com 
Chevrolet  Motor  Division 

www.chevrolet.com/car 
Chrysler 

www.chryslercorp.com/ 
Cisco  Systems 
www.cisco.com 
Cobra  Golf 
www.CobraGolf.com 
Compaq 

www.compaq.com 

Computer  Associates 

www.cai.com 

Consolidated 

Freightways,  Inc. 

www.cnf.com 

Credit  Suisse 

www.ska.com 

Delta  Air  Lines 

www.delta-air.com 

Deutsche  Telekom 

www.drag.de 

Digital  PC 

www.pc.digital.com 

Diners  Club  International 

www.dinersclub.com 

EIS  International 

www.surefmd.com 

Ericsson 

www.ericsson.se/systems/gsm 

Exide  Electronics 

www.exide.com 

Federal  Emergency 

Management  Agency 

www.tema.gov 

FedEx 

www.fedex.com 
Fidelity  Investments 
www.fid-inv.com 
Flexilnternational  Software 

www.flexi.com 
Ford 

www.ford.com/ 
France  Telecom 

www.francetelecom.com 


Fujitsu 

www.fujitsu.com 

Fujitsu  PC  Corporation 

www.fujitsu-pc.com 

Gateway  2000 

www.gw2k.com 

GE  Information  Services 

www.geis.com 

General  Motors 

www.gm.com 

Hewlett-Packard 

www.hp.com 

Hilton  Hotels 

www.hilton.com 

Hitachi 

www.hitachi.com 
Honda 

www.honda.com 
IBM 

www.ibm.com 
Imation 

www.imation.com 
Informix 

www.informix.com 
Intel 

www.intel.com/ 

International  Institute  for 

Management  Development 

www.imd.ch/ 

INTERSOLV 

www.intersolv.com 

ITT  Hartford 

www.itthartford.com 

The  Jack  Daniel  Distillery 

Tour 

www.infi.net/jack  daniels/ 
Janus  Funds 
networth.galt.com/janus 
Kingston  Technology 

www.kingston.com/ 
bw.htm 

Kinkos  Corporate 

www.kinkos.com 
Kodak 

www.kodak.com/ 
Lawson  Software 

www.Lawson.com 
Lexus 

www.lexususa.com 
Lincoln-Mercury 

www.lincolnmercurv.com 
Lotus 

www.lotus.com 


Lucent  Technologies 

www.lucent.com 
MAG  InnoVision 
www.maginnovision.com 
Mail  Boxes  Etc. 

www.mbe.com 
MCI 

www.mci.com 

Mercedes-Benz 

www.usa. mercedes-benz.com 

Merrill  Lynch 

www.ml.com/ 

Microsoft 

www.microsoft.com/ 

MicroSolutions 

www.micro-solutions.com 

Mississippi  Department  of 

Economic  Development 

www.mississippi.org 

NCR 

www.ncr.com 

Netcom  On-Line 

Communication  Services 

www.netcom.com 

Norfolk  Southern 

www.nscorp.com 

Nortel  (Northern  Telecom) 

www.nottel.com 

Novell 

www.novell.com 
Ohio  Department  of 
Development 

www.ohiobiz.com 
Okidata 

www.okidata.com 
Omron  Corp. /North 
America 

www.omron.co.jp 
Open  Market 
www.openmarket.com 
Oracle  Corporation 
www.oracle.com 
Origin 

www.origin.nl/ 
PageNet 

www.nagenet.com 

PeopleSoft 

www.peoplesoft.com 

The  Principal  Financial  Group 

www.principal.com 
PSINet 
www.psi.net/ 
Raytheon 

www.raytheon.com 


Republic  National  Bank 

www.rnb.com 
Roberts  Express,  Inc. 

www.roberts.com 
Saab 

www.saabusa.com 
SAP 

www.sap.com 

SAS  Institute 

www.sas.com/ 

Charles  Schwab 

www.schwab.com 

Sequent  Computer  Systems 

www.sequent.com 

Sharp 

www.sharp-usa.com 
Siemens 

www.siemens.com 
SkyTel 

www.skytel.com 
Sprint 

www.sprint.com 

StorageTek 

www.stortek.com 

Sun  Microsystems 

www.sun.com 

Swissair 

www.swissair.com 
Symantec 
www.symantec.com 
Texas  Instruments 
www.ti.com 
Toshiba  America 
Information  Systems 
www.toshiba.com 
Toyota  Motors 
www.toyota.com 
T.  Rowe  Price 
www.troweprice.com 
Unisys 

www.unisys.com 
United  Airlines 

www.ual.com 
UPS 

www.ups.com 

U.S.  Robotics 

www.usr.com 

The  Vanguard  Group 

www.vanguard.com 

Wall  Street  Information 

www.natcorp.com/ir 

Wonderware  Corporation 

www.  won  de  rwa  re .  c  o  m 


Want  financial  software  solutions 
that  provide  faster  access  to 
information,  exploit  the  Internet, 
leverage  object  technology, 
and  adapt  to  relentless  change  ... 
worldwide? 


Flexilnternational  Software 


h  ttp:// www.  flexi.  com 


ANOTHER    INVESTOR'S  ADVANTAGE: 
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Dreyfus 
Founders 
INVESC  <  ) 
Janus 

Neuberger 
&  Berman 

Reserve 
Scudder 
Stein  Roe 

Strategist 

limn  \merican  Express 

Strong 
Twentieth  Century 
Warbure  Pincus 


Invest  in  over  200 
no-load  mutual  funds. 

American  Express  Financial  Direct 
now  oilers  you  the  opportunity  to 
invest  in  over  200  mutual  funds 
from  leading  fund  families.  All  10095 
no-load  and  w  ith  no  transaction  fees? 

This  opportunity  is  backed  bv  the 
exceptional  service  you  expect 
from  American  Express.  We  can 
help  you  keep  track  ol  your  entire 
mutual  fund  portfolio  with  single 
consolidated  monthly  statements. 

We  will  even  help  you  to  zero  in 
on  the  most  attractive  mutual 
I  un  els  with  our  complimentary 
lop  Selections — a  quarterly  "short 
list  ol  our  historically  high-perform- 
ing funds,  prepared  in  association 
with  Morningstar'  So  call  now  lor 
your  free  issue. 


■  1 


Financh 
Direct 


Call  now  for  your  free  iss 
of  Top  Selections. 

1  800  AXP-70d 


'  \  transaction  Ice  will  he  charged  on  each  redemption  of  mutual  luml  shares  held  for  less  tlnm  W  days.  American  Express  Financial  Direct  makes  investn 
available  through  \merican  Express  Service  (  orporation  I  he  Distributor  provides  record  keeping  and  shareholder  services  for,  and  receives  remuneration 
mutual  laud  companies  Past  performance  is  no  guarantee  oj  future  results  Investment  return  and  principal  value  will  tan  and  shares  ma)  be  worth  mart 
lc\s  at  redemption  than  at  original  purchase.  For  more  complete-  information  including  charges  and  expenses  please  call  for  a  prospectus.  Read  it  careftdly 
xou  invest  or  send  mone\ 


.ersonal  Business 


ED  BY  AMY  DUNKIN 


10ULD  YOU  MAKE  THE  MOVE 
)  A  MEDICARE  HMO? 


\wo  years  ago,  after  she 

had  a  suspicious  mole 

removed,  Helen  Austin 
vie,  Md.,  got  fed  up  with 
:are.  First  she  had  to 
ete  a  ton  of  paperwork, 
she  waited  months  to 
;imbursed,  only  to  have 
aim  denied.  Fortunately, 
lole  turned  out  to  be 
ess.  But  her  ordeal  with 
are  provider  Capital 
>oss/Pennsylvarja  Blue 

led  her  to  join  a  health 
inance  organization  that 
;s  Medicare  patients, 
ditionally,  organizations 
as  Blue  Cross  &  Blue 
1    process  Medicare 

from  any  doctor  a  per- 
!iooses — called  "fee  for 
•e"  in  health-care  par- 

But  to  hold  down  the 
lg  cost  of  Medicare,  the 
have  been  imploring 
are  recipients  to  enlist 
Os,  where  a  "gatekeep- 
hysician  decides  what 

patients  need  and 
er  to  refer  them  to  spe- 
s,  who  often  work  for 
fee.  The  downside:  You 
lly  see  physicians  in  the 

network  and  may  not 
)wed  to  see  a  specialist, 
me  soul-searching  is  in 
before  signing  up  your- 
:'  an  aging  parent. 
•  folks  such  as  Austin, 
laving  to  seek  reim- 
ment  for  doctor  bills  is 

attraction.  The  hmo 
I  all  that, 
ler  plus: 
provide 
in  Medi- 
coverage, 

picks  up 
r  services 

d  what  Medicare  cov- 
^or  instance,  Medicare 
for  just  the  basics, 
y  inpatient  hospital  care 
itpatient  services.  Medi- 
insuranee  seniors  nor- 


mally purchase 
for  themselves — 
handles  prescrip- 
tion drugs,  pre- 
ventive care,  and 
at-home  recovery. 

You  pay  less  in 
premiums  with  a 
Medicare  HMO. 
Medigap  coverage 
for  a  patient  choos- 
ing the  fee-for-ser- 
vice  Medicare  op- 
tion would  cost  an 
average  of  $778  an- 
nually. The  exact 
premium  depends 
on  your  age  and 
how  extensive  you 
want  your  coverage 
to  be.  Since  Wash- 
ington is  saving  mon- 
ey on  you  in  an  HMO, 
you  pay  only  $363  a 
year  on  average,  and 
in  some  Medicare 
HMOs,  you  pay  noth- 
ing. One  fee  that's  the 
same:  Both  hmo  and 
fee-for-service  patients 
get  $42.50  deducted 
from  their  Social  Secu- 
rity checks. 
ASK  AROUND.  Like 
Austin,  more  seniors 
are  joining  Medicare  hmos. 
But  while  the  number  of 
plans  is  growing,  Medicare 
hmos  aren't  available  every- 
where. One  of  the  largest  is 
Kaiser  Permanente  in  Oak- 
land, Calif.  The  American  As- 


Austin  got  advice  from  the 
United  Seniors  Health  Co- 
operative (ushc),  a  nonprofit 
independent  consumer  group 
that  told  her  of  some  intro- 
ductory meetings  in  her 
area.  She  signed  on  with  0])- 


INSURANCE 


One  big  plus:  HMOs  provide 
built-in  Medigap  coverage 


sociation  of  Retired  Persons, 
which  offers  a  fee-for-service 
Medigap  plan,  is  exploring  an 
hmo  option  that  will  operate 
in  23  markets  nationwide. 
How  do  you  find  an  hmo? 


timum  Choice  Advantage  in 
Rockville,  Md.  It  helped  that 
the  internist  she  had  been 
with  for  10  years  was  a 
member. 

While   doctors  in  some 


hmos  work  out  of  single-cen- 
ter facilities  where  all  pa- 
tients go  for  care,  others, 
such  as  Austin's,  don't.  So 
she  goes  to  many  sites,  de- 
pending on  which  specialist 
she's  visiting. 

Determining  the  quality  of 
care  you'll  get  from  an  hmo 
is  difficult  since  there  are  no 
standardized  qualifications  that 
plans  must  meet. 
Still,  check  out  the 
education  and  the 
board  certification 
of  prospective  doc- 
tors and  ask  to  see 
results  of  consumer- 
satisfaction  sui'veys. 
By  law,  Medicare 
recipients  can't  total 
more  than  50%  of  an 
hmo's  practice.  Once 
an  hmo  does  reach 
50%,  it  must  then  ac- 
cept equal  numbers 
of  non-Medicare  pa- 
tients. But  Medicare 
hmos  must  accept  all 
types  of  Medicare  re- 
cipients, excluding  only 
those  with  end-stage 
renal  disease. 
NO  RESPONSE.  Also 
check  out  procedures 
for  specific  operations 
you  might  need,  to  de- 
termine whether  you'll 
get  the  type  of  care 
you  want.  If  a  plan 
won't  respond,  that 
gives  an  indication  of 
how  open  the  hmo  is  to 
disclosing  its  terms  and 
policies.  Contact  your 
state's  insurance  regula- 
tors or  office  on  aging  to  find 
out  whether  any  complaints 
have  been  filed  against  the 
hmo.  It's  also  a  good  idea  to 
grant  an  adult  child  or  your 
designated  caregiver  power 
of  attorney  when  you  join 
the  plan.  That 
way,  if  you  be- 
come too  ill  to 
make  decisions 
about  your 
care,  that  re- 
sponsibility will 
be  switched  to  your  desig- 
nate. Besides,  offspring  who 
already  may  be  enrolled  in 
an  hmo  "often  know  the  ar- 
eas where  hmos  cut  corners," 
says  Sue  Andersen,  a  pro- 


BUSINESS  WEEK  /  NOVEMBER  18,  1996  183 


Personal  Business 


fessor  at  George  Washington 
Law  School. 

Once  you  have  signed  up, 
inform  family  members  about 
the  terms  of  your  plan.  Of- 
ten when  patients  develop  se- 
rious illnesses  and  are  taken 
out  of  their  plan's  service 
area,  they  get  stuck  with 
uncovered  bills. 

You  can  also  contact 
the  National  Committee 
for  Quality  Assurance 
which  conducts  accredita- 
tion reviews  for  many 
Medicare  hmos.  An  ncqa 
team  of  physicians  and 
managed-care  experts 
evaluates  how  well  a 
health  plan  manages  its 
physicians,  hospitals,  other 
providers,  and  adminis- 
trative services.  "Overall, 
we  see  a  wide  variation 
in  quality  of  care,  from 
plan  to  plan  and  from  re- 
gion to  region."  says  ncqa 
spokesman  Barry  Scholl. 
TRAVEL.  One  huge  down- 
side: If  you  spend  long- 
periods  of  time  outside 
your  hmo's  service  area, 
you're  on  your  own.  Many 
hmos  won't  pay  for  out- 
of-network  care.  By  law, 
members  who  leave  their 
region  for  90  days  or  less 
are  covered  for  health 
emergencies  only.  Those 
out  of  the  seivice  area  be- 
yond 90  days  should  check 
to  see  whether  they're 
covered  at  all.  A  few 
plans  are  developing  a 
"travel  benefit"  that  will 
cover — through  affiliate 
hmos — patients  who  leave 
their  area,  according  to 
the  Washington-based 
Health  Care  Financing 
Administration,  the  gov- 
ernment agency  that 
oversees  Medicare. 

Consider,  too,  the  hos- 
pitals your  hmo  is  affiliat- 
ed with.  Is  it  located  so 
far  away  that  getting  care 
will  be  inconvenient?  Also 
be  sure  to  ask  exactly 
what  ailments  your  plan 
covers,  especially  if  you 
have  a  family  history  of  a 
specific  illness.  NYLcare65, 
for  instance,  doesn't  pay 
for  custodial  care  related 
to  degenerative  diseases 


such  as  Alzheimer's  unless 
the  deterioration  includes 
physical  symptoms. 

Of  course,  you  don't  have 
to  accept  an  hmo's  medical 
decisions  at  face  value.  You 
can  appeal.  Helen  Austin 
successfully  fought  an  hmo 


edict  that  barred  her  from 
getting  the  full  supply  of 
heart  medicine  she  needed. 
She  contended  that  the  inles 
entitled  her  to  100  doses  or 
a  31 -day  supply.  The  HMO 
replied  it  had  'changed  the 
rules  so  that  Austin  could 


Comparing  Medicare  Alternatives 


BENEFIT 

HMO 

(NYLCARE65) 

FEE-F0R  SERVICE  "GAP"  PLAN 
(AARP—PLAN  f) 

MONTHLY  PREMIUM 

$0 

$94.25 

DOCTOR  VISIT 

$5 

$0 

INPATIENT 
HOSPITALIZATION 

$0  if  preauthorized 

$0  with  prior  author- 
ization by  Medicare 

MENTAL  HEALTH 
TREATMENT 

$35  copay  for  outpa- 
tient care;  45  addition- 
al days  over  the  190-day 
lifetime  Medicare  limit 
for  inpatient  care 

$0  copay  for  outpa- 
tient care;  $0  copay 
for  up  to  190  days  of 
inpatient  care 

EMERGENCY  CARE 

$50 

$0 

PRESCRIPTION 
COST 

$3  copay  for  a  generic 
drug;  $10  copay  if  a 
brand  name.  Plan 
pays  up  to  $375  per 
quarter  of  prescription 
costs  above  copay 

You  pay  full  cost 

DENTAL  BENEFITS 

$20  for  prophylaxis; 
$30  for  X-rays 

You  pay  full  cost 

EYEGLASSES  AND 
CONTACT  LENSES 

$20  to  $85  copay  for 
lenses;  $19.50  to  $29.50 
for  frames;  $90  to  $200 
for  contact  lenses 

You  pay  full  cost 

DATA  SUE  ANDERSEN.  GEORGE  WASHINGTON  LAW  SCHOOL 


Where  To  Go  For  Help 


HEALTH  CARE  FINANCING  ADMIN. 

800  638-6833 


The  federal  body  that  administers  Medicare 
and  managed-care  plans 


ELDERCARE  LOCATOR 

800  677-1116 


A  nationwide  directory  assistance  service 
to  help  older  persons  and  caregivers  locate 
local  support  resources 


MEDICARE  RIGHTS  CENTER 

212  869-3850 


A  national  not-for-profit  group  that  advises 
seniors  and  people  with  disabilities  on 
quality  health  care 


NATIONAL  COMMITTEE  FOR 
QUALITY  ASSURANCE 

800  839-6487 


A  private,  nonprofit  organization  that 
accredits  HMO  plans 


UNITED  SENIORS  HEALTH 
COOPERATIVE 

202  393-6222 


Consumer  advocacy  group  that  gives 
advice  on  selecting  and  using  Medicare 
managed-care  plans 


OATA:  BUSINESS  WEEK 


only  get  a  31-day  suppl; 
the  hmo  failed  to  ma 
vance  notice  of  the  cJ 
in  rules,  so  Austin's  d 
was  successful. 

Appealing  may  not  a 
be  a  realistic  choice  be 
of  the  time,  effort,  and 
So  hmo  enrollees  s 
set  aside  an  emerd 
fund  to  cover  insti 
where  they  may  nd 
go  outside  their  net] 
If  you're  dissat 
with  the  care  you'rd 
ting  from  your  hmo 
have  the  right  to  od 
at  any  time.  The  cl 
takes  effect  on  the 
day  of  the  month  fd 
ing  the  hmo's  recei 
your  written  n 
Many  people,  how 
are  reluctant  to  jo 
hmo,  even  with  tN 
cape  clause,  out  of 
they'll  have  problem: 
ting  their  old  policy 
Indeed,  they  may  ei 
with  a  higher  preii 
when  they  reentei 
old  plan  or  endu| 
waiting  period  if  ' 
have  developed  a  p 
isting  condition 
leaving.  So  before 
quit,  find  out  wh 
you  can  get  your  ok 
erage  back  at  the 
premium — or  at  all 
Unfortunately,  reti 
to  a  traditional  Mec 
plan  may  get  harder 
next  few  years.  Fe 
lawmakers  are  ta 
about  limiting  the  mi 
of  times  you  can  swii 
just  once  a  year.  Em1 
would  have  a  90-da> 
pertod  for  an  hmo  or 
for-service  Medicare 
Most  counselors  r< 
mend  keeping  your 
gap  policy  until  yoi 
certain  you're  sat 
with  a  managed-care 
Above  all,  get  you 
orities  straight.  If 
were  used  to  freed( 
choosing  medical  cai 
fore,  you  must  give1 
up  for  the  sake  of  c 
nience  and  saving  m 
Be  sure  that's  a  trai 
you  or  a  parent  may 
to  make.     Lisa  Sa 
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/[organ 
neans  more 
o  raising  equity 

How  did  J. P.  Morgan  get  to  be  the  fastest-growing  equity 
house  on  Wall  Street^  By  providing  our  clients  with  more. 

More  objective  advice  that  considers  your  interests  first. 
More  active,  tailored  marketing  of  stock  issues.  More 
in-depth,  standard-setting  research.  More  of  the  right 
investors  -  all  over  the  world.  More  aftermarket  trading 
and  research  support.  More  hedging  strategies  for 
issuers  as  well  as  investors.  And  more  attentive  involve- 
ment all  along  the  way. 

No  wonder  so  many  issuers  -  from  corporate  giants  to 
high-growth  start-ups  -  ask  us  to  return  to  manage  their 
next  offerings.  That's  what  happens  when  you  consistently 
deliver  more. 

www.jpmorgan.com 


J  P  Morgan 


advice   •  mergers  &  acquisitions   •  debt  &  equity  capital  raising   •  swaps  &  derivatives   •  credit  arrangement  &  loan  syndication    •  sales  &  trading   •  asset  management 

©1996  J  P  Morgan  &  Co  Incorporated  J  P  Morgan  Securities  Inc .  member  SIPC  J  P  Morgan  is  the  marketing  name  lor  J  P  Morgan  &  Co  Incorporated  and  Its  subsidiaries  worldwide 


Personal  Business 


MORE  CAMRY 
FOR  LESS  CASH 


The  ads  say  "better 
than  ever.''  Because 
the  Toyota  Camry  has 
become  the  standard 

that  other  automobile  makers 
measure  their  family  sedans 
against.  I  set  out  recently  to 
see  if  the  all-new  1997  Camry 
really  was  an  improvement. 
After  all.  when  Toyota 
launched  the  car  this  past 
September,  it  cut  prices 
across  the  line.  The  base  mod- 
el now  goes  for  $16,398,  some 
S610  cheaper  than  a  1996 
Camry  with  the  same  equip- 
ment. The  price  of 
the  upscale  xle  v-6 
model  was  slashed 
by  81.745  to  S24.018. 
But  if  Toyota  is  cut- 
ting any  corners  to 
get  a  more  competi- 
tive price,  you're  not 
likely  to  notice  them. 

What  you  will  no- 
tice is  that  the  Cam- 
ry is  a  sportier-look- 
ing automobile.  The 
once  vertical  grille 
now  thrusts  forward, 
giving  the  car  a 
pointier  nose.  And 
the  rear  is  no  longer 
a  high,  rounded 
haunch.  Instead,  it's 
been  chopped  off, 
making  the  Camry 
resemble  some  Euro- 
pean luxury  automo- 
biles. It  looks  even  more 
sporty  with  the  optional  spoil- 
er, a  8445  accessory  that 
mounts  on  top  of  the  trunk.  I 
don't  usually  like  these  aero- 
dynamic gadgets,  but  this 
particular  model  makes  the  \ 
car  look  better. 
TEMPTING  TRADE.  These  are 
small  changes,  of  course.  The 
folks  at  Toyota  aren't  about 
to  mess  with  a  successful  de- 
sign. Inside,  you  will  find  the 
alterations  are  equally  sub- 
tle, and  mostly  aimed  at  giv- 
ing  current  Camry  owners  a 
reason  to  trade  up  to  the  ! 


new  model.  In  fact,  some  of 
the  new  features  are  quite 
clever,  and  are  designed  to 
let  buyers  customize  the  car 
to  their  own  needs.  There's 
an  overhead  storage  area  up 
by  the  map  lights,  for  exam- 
ple, that  come: 
with  two  inter 
changeable  covers.  One  lid  is 
designed  for  conveniently 
storing  a  garage  door  opener, 
while  the  other  can  hold  your 
sunglasses.  And  if  you  don't 
need  a  rear-seat  ashtray,  you 
can  replace  that  with  a  cup 
holder  that  has  a  number  of 
different  ring  shapes,  includ- 


AUTOS 


are  noticeably  more  comfort- 
able, especially  in  the  rear, 
and  Toyota  has  used  more 
expensive  fabrics  and  leather 
on  most  models. 

On  the  road,  the  new 
Camry  is  the  same  well-be- 
haved machine.  Toyota  has 
boosted  the  horsepower  of 
the  standard  2.2  liter.  4-cylin- 
der  engine  from  125  to  133 
horse  power.  At  194  hp,  the 
optional  V-6  can  go  from  0  to 
60  mph  in  a  zippy  7.6  sec- 
onds. The  so- 
called  cowl  line, 
where  the  glass  of  the  wind- 
shield and  windows  meets  the 
metal  of  the  doors  and  hood, 
is  lower.  That  change  gives 
the  interior  a  more  spacious 
feel.  More  important,  it 
means  there's  a  better  view 
of  the  road  ahead.  Toyota  has 
also  added  sound-dampening 


Toyota  has  given  the  new  Camry  a 

sportier  look,  more  creature 
comforts,  and  higher  horsepower 


THE  UPSCALE  XLE  V-6S  SHORT  REAR  GIVES  FT  A  EUROPEAN  LUXURY-CAR 
LOOK.  THE  V-€  WAS  CUT  BY  51.743  TO  S24.018  FROM  SIMILAR  96  MODELS 


ing  one  that  will  hold  juice 
boxes  for  the  kids. 

On  the  center  console,  the 
radio  has  been  moved  above 
the  ah'-conditioning  controls,  a 
long-awaited  change  for  those 
who  feel  the  previous  config- 
uration endangered  drivers 
who  constantly  fiddle  with 
the  audio  buttons.  Now  they 
can  (almost)  keep  their  eye 
on  the  road  as  well.  Toyota 
also  added  a  second  12-volt 
outlet,  besides  the  cigarette 
fighter,  for  plugging  in  cellu- 
lar phones,  compact-disk  play- 
el's,  and  the  like.  The  seats 


foams  and  resins  throughout 
the  car  to  isolate  you  from 
engine  and  road  noise,  and  it 
widened  the  rain  gutters 
above  the  windows  to  cut 
down  on  wind  noise. 

So  what  did  Toyota  leave 
out  to  get  its  price  cuts? 
Take  a  closer  look  up  front. 
The  running  lamps,  formerly 
mounted  in  the  bumper,  are 
now  pail  of  the  headlight  as- 
sembly, reducing  parts  and 
labor.  The  once  separate 
grille  is  now  part  of  the 
bumper.  That  simplified 
bumper,  by  the  way.  is  a  bit 


safer.  It  can  now  withst 
mph  crashes,  instead  c 
slower  2.5  mph  collision! 
the  old  bumper  could 
die.  The  seat-recline  m 
nism  is  cheaper  to  builc 
it  is  continuous  rather 
step-by-step.  The  new 
ry's  mechanical  odome" 
now  digital,  cheaper, 
more  tamperproof,  n 
mention  that  there  ar< 
trip  meters  instead  of 
And  don't  even  ask 
the  clips  that  hold  the  p 
scuff  plate  to  the  thre 
of  the  car.  (O.K..  th 
painted  instead  of  zinc 
ed.  which  amounts  to  i 
ing  of  5c  each.) 
WEAK  YEN  All  this  ad 
to  big  price  cuts,  chi 
that  Toyota  hopes  will 
the  Xo.  3  Camry  the 
selling  car  in  the  U.  S 
irony  is  that, 
America's  Big  1 
Toyota  is  tryB 
disguise  exactlj 
much  it  is  ci 
prices.  The  cai 
er  may  not  wai 
Big  Three  to 
plain  to  Washi 
politicians  abou 
the  weak  yen 
lowing  Japanese 
makers  to  drop 
er  prices.  It  saj 
example,  thai 
best-selling, 
cylinder  mid-i 
le  model,  at  SI 
is  4.3%  cheapei 
the  truth  is  i1 
had  tried  to  bu} 
model  with  the 
equipment  last 
it  would  have 
you  $21,568.  So  that  \ 
out  to  more  like  an  8% 
break.  The  main  reason 
tilock  brakes,  which 
SI. 100  last  year,  now 
standard  on  all  but  the 
model. 

That's  still  no  bargair 
the  new  sticker  price 
the  Canny  within  a  fev 
lars  of  the  smaller  Hond 
cord  or  the  Ford  Ta 
which  both  currently  o 
it.  My  hunch  is  the  al 
Camry.  with  its  all 
prices,  is  bound  to  chan 
that.         Larry  Anns 
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A  little 
imagination 
works 
wonders. 


I 


t  takes  more  than 
textbooks  to  produce 
tomorrows  mathematicians, 
scientists,  and  business  leaders. 
It  takes  imagination.  At 
McGraw-Hill,  we  believe  that 
all  students  need  grounding 
in  the  arts  to  stimulate 
their  creativity.  That's 
why  we're  committed 
to  creating  K- 12 
instructional  materials 
that  blend  the  arts  and 
sciences,  reflect  every 
child's  eagerness  to  learn, 
and  prepare  them  for  the 
workplace.  We  reach  beyond 
the  classroom  and  help  all 
students  experience  the 
rewards  of  lifelong  learning. 


cG 


raw-Hi''»Glencoe/McGraw-Hill#CTB/M 


The  McGraw-Hill  Comp 


cGraw-Hill.SRA/McGraw-Hill 


antes 


•McGraw-Hill  Srhnoi  c.„  


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  201 
CHICAGO.  IL  60611 


Telecommunications  Products 


We've  solved  your 
inter-connecting  puzzle. 

Avoid  the  twists  and  turns  by 
choosing  the  ultimate  in' 
Enhanced  Fax/Voice  Solutions. 

TRY  THIS  DEMO: 

Info,  via  fax:  847/923-3030 
Doc.  No.  889828 


Faxfacts* 

.  by 


(800)  689-8 
(630)  682-8 


Copio  International  ltd. 


Trouble  Connecting 
Your  Modem? 


•  Digital  Hotel  and  Office  PBXs 

•  Foreign  Telephone  Jacks 

•  Pay  and  Hard  Wired  Telephones 

TeleAdapt  has  ^i.Lt«^ 
the  solution  . 


Call  1  408  370  5105 
Fax  1  408  370  5110 

http://www.teleadapt.com 


Telecommunications  Services 


TELECONFERENCING 

As  Low  As 

The  Best  Rates  In  The  Country! 

w— »                    «  JJ.J 

S*         §  f\  J  J  I) 
m      m  m        *  »v  JJJ 

M — *  v  «  Jjw    *  W  UJJ 

IMC  D.N'FFRJ  V  IM  ■  M 

R\  U  ES  l\< 

Reserve  Your  Next  Conference  Call  By  Calling 

1-800-778-MEET 

http.//www  eagle  net 

FAX  BROADCASTING 
only  1O0a  minute! 


To  the  U  S  from  anywhere  in  the  world' 

Rates  per  minute  to 

France        SO  39  Japan  $0  3° 

Germany    $0  39   US  SO  10 

'  Hong  Kong  SO  59  U  K  SO  29 

faxaway   l>"cS  ope^ 

Toll-free:  1 .800.906.4FAX 

fa,   i  206  301  7500 


Internet  Services 


irTTTTnrri"! 


Domain  Name  Reg. 


Reserve  your  company  name  on 
the  Net,  before  you  lose  it!!! 

Call  1-800-FREENET 

Ask  for  Harry  or  Joanne 
Web  Servers  ♦  E-Mail  &  More 


No  Web  Page!? 


Professional  and  affordable 
web  pages  without  the  hassle. 
It's  time  to  call  the  experts. 

Internet  Business  Solutions 
1 1-800-798-4638 


http://www.inetbiz.com 


WEB  SITE 
CREATION  &  HOSTING 

Full  Web  Site  Creation  Package 
Virtual  Domain  Hosting  from  $19.95 

No  Setup  fee 
No  Charge  for  Domain  Registration 

1-800-466-4262 
Email:  info@xm.com 
http://www.xm.com 


Business  Opportunities 


$650,000+  Annually 
From  Home 


$650K  -  $2M  possible  annually  from 
$8,000  investment.  Break-through 
product  &  company  structure.  90c<  profit 
margin,  no  presentations,  no  travel,  no 
MLM.  $75K  first  3  months.  Partial 
financing  available  2  minute  message: 

1-800-432-0018  x2776 
Freedom  Associates 


CONSULTANTS/TRAINERS 


International  firm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
Gnest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB1 196 
lOOKachel  Blvd.,#150-E 

Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


Franchising 


CUSTOM  STORAGE  SYSTEMS 

Closet  •  Garage  •  Home  Office  •  Entertainment  Center 
No.  1  rated  in  USA  Large  exclusive  territories.  \ 

(310)  516-7000    FAX  (310)  538-2676 


Complete  training  &  on-going  support 

Call  David  Louy.  VP  rS?"«\C 
1538-2676  V 


your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Ffcincorp 

Specialists  In  Franchise  Development  BW 

1-800-FRANCHISE  (1-800-372-62441 


Business  Opportunities 


Sales  Professional 

70-80%  Net  Profit 


An  opportunity  to  be  part  of  a  growth 
organization.  If  you  have  a  passion  to  make 
money  and  a  commitment  to  excellence  we 
may  have  the  perfect  opportunity  for  you. 

Select  markets  are  currently  available.  Call 
now  tor  your  free  information  kit.  Small 
investment  required. 

Call  1-800-257-6780 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  Leasesixom  S1,000to 
S10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

.  The  Loan  Consultants,  Inc. 


Harvest  Hospital 
Bill  Mistakes!! 


Studies  reveal  that  97<7,  ot  all  hospital  bills  con- 
lain  huge  overcharges  That's  why  my  1 1 -year 
business  is  such  a  "win/win"  opportunity  paticni 
arid  their  insurers  pay  us  50c  of  every  SI  00  we 
recover  in  overcharges  Now 
since  millions  of  tinserviced 
patients  exist  nationwide  - 
many  (at  ing  a  fortune  in 
overcharges  -  we're  sharing 
our  system  with  affiliates  wanting  a  dream 
income  You  don'i  need  a  technical  background 
-  just  the  savvy  to  spot  a  vital  new  American  set 
vice  £10,000  investment  required.  For  a  free 
report  jnd  headstarl  on  the  period  homo  busi- 
ness, call  I -800-700-7089  or  (702)471-1280. 
8:00 -5:30  pm  PST« 


"...millions 
of  unservited 
patients  exist 
nationwide.'' 


FINANCIAL  SKRV1CF  FRAN 


The  Interlace  Group  Franchisees  p 
working  capital  10  small  businesses  I 
unique  invoice  discounting  progra 
Entrepreneurial  Decision  makers  lot 
earn  an  above  average  return  on  iheir 
capital,  this  is  an  ideal  low  overheat 
opportunity. 
1-800-387-0860 


Very  Rewarding 

"White  collar"  franchise.  Ad\ 
commissions  to  real  estate  agen 
brokers  through  a  unique  compute 
factoring  system,  huge  unt 
definable  market  with  repeat  m 
opportunities.  Reasonable  inves 
Ideal  for  both  entrepreneurs  and  in 

703/560-5500 
COMMISSION  EXPRES 


Business  Services 


Free  Week- Ends  ! 


Outsource  your  pro jects  tp 
Corporate  Document  Imaglf, 

•  CD-ROM  Authoring  -  Catalogs 
Manuals,  Technical  SpeclflcaW 

•  Scan,  OCR,  Hyper-llnks,  PDF.ir 

•  Back-file  &  Microform  ConverK 
CDIT@cditcom  1-888-937*- 


FREE1 

Personal  Checl 

with  the  purchase  of  600 

3-To-A-Page  Business  Ch 
$9Q  95 

onl)  +S&H 
Buy  direct  from  the  manufacti 
Call  for  a  free  brochure  ant 
fax  ordering  instructions.! 

1-800-239-40) 


INCORPORATE 


FREE  Information 
All  50  States  and  Offshore 
Reliable  Semee  and  Low  Price 
Corporate  Creation 


rpc 

http:77www.corpcreations.c 
800-672-9110  •  Fax  305-672 


TRADEMARK 


Mi" 

-1 

=■  1 

Send  $2  (or  the  280  page  cataloJ 
Custom-written  reports  also  avaiiai 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave..  #206BF 
Los  Angeles.  CA  90025 
TOLL  FREE  HOTLINE:  800-351) 

or  310-477-8226 


FOR  AO  RATES  AND  INFORMATION 

PHONE:  (312)464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


estment  Services 
TECT 

3  PROFITS! 
| ;  how.  Read  the 
ssive  Investor 

months  $55 
ear  $195 

gressive  Investor 
ox  4011 

s,  Ca.  90703-401 1 
nputer  Equipment 


VLETT-PACKARD 

Buy-Sell-Trade 

Jet  ColorPro 
let  Draft  Pro 

sdWriter  Draft/Master 
oslatic  Plotters  DesignJet 
jrkstations  and  Vectras  also  available 

Dasher  &  Associates 

ond  Ave..  S  Birmingham.  AL  35222 
205/591-4747  Fax:  205/591-1108 
833  •  E-mall  sales@dasher.com 


imotJorVDisplay  Products 


jcation/lnstruction 
by  Distance  Learning 

h  university  offers  accredited  MBA;  no 
>r  GMAT  needed  Chosen  by  Economist 
Jnit  as  one  ol  world's  best  MBA  programs. 

,TT  UNIVERSITY     (800)  MBA-0707 
ican  Distributor  I  «*  Ask  for  ext.  20 
ton  St.  Suite  2,  El  Cerrito.  CA  94530 
liate  FaxBack  literature:  from  your 
te's  phone,  call  (510)  486-8900. 


REE  VIDEO 


TERNAL  DEGREES 

IA/BS  MS/MBA  PhD/JD 
I  for  work. /life  exp  •  Accredited 
800)  444-8569  (24  hrs.) 

aSalle  University 

569  Mandeville,  LA  70470-4000 


Corporate  Gifts 


1000  Temporary  Tattoos  with  your  Logo, 
Just  $189.00 !!! 
or  2000  Tattoos,  Just  $299.00!! 

.     plus  S7  00  SSH  (CA  add  7  25%  sales  tax) 

Customized!  Full  Color!  2"  X  2"!° 


Send  your  sized,  color  logo,  or  artwork  .  along  with 
a  check,  company  P.O.  or  Visa  /  MC  #  to: 

.  Calico  Temporary  Tattoos 
315-Plantation  Way  •  Vacaville.  Ca  95687 
Tel:  707/448^7072  •  Fax:  707/446-8273 
Allow  4-6  weeks  for  delivery 


Industrial/Home  Products 


2  COLORS  1 

CLEAR  P'"^ 
EXTREMELY  DURABLE 
RESISTS  ACIDS,  RUST,  ROT 
FOR  HOME  AND  INDUSTRIAL  USES 
WATERPROOFS  AND  SEALS 
FOR  BROCHURE  AND  FREE  SAMPLES 
800-631-2164  FAX:  908-364-4109 


Education/Instruction 


INVEST  IN  YOU 


Your  VALUE  Is  What  You  Know 
Approved  BS's  and  Masters  in  Business  and 
Engineering  Through  Distance  Learning 


CMU 


I6909  Parthenia  Street,  North  Hills.  CA  9134? 

For  Catalog  Call  1-800-782-2422 
Web  Site:  http:  //www.cnuas.edu 


University  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in;  Business  Admin  Public  Admin 
Health  Care  Admin,  Human  Resources. 
Finance,  Int'l  Business,  Tech  Mgmt,  Law, 
Paralegal,  Psychology.  Computer  Science. 
http://www.scups.edu 
Email:  enroll@scups.edu 
1-800/477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E.  17  St-BW,  Santa  Ana,  CA  92705 


Menswear/Fashion 


WIDE  FEET? 

NARROW 
L  FEET? 

We  specialize  in 
hard-to-find  sizes, 
AAA-EEEEE 
widths,  up  to 
size16!  Famous 
names  like  E.T. 
Wright, New  Balance, 
Sebago,  Bostonian  and  Hush  Puppies 
in  dress,  casual  and  athletic  styles. 

Call  for  Free  Catalog 

Executive  Shoes 
1-800-240-7463 

Dept.  2849,  PO  Box  9128,  Hingham,  MA  02043 


In  Short.  The  Best 
Boxer  Shorts  Ever. 


Finest  qualify,  100% 
cotton  fabrics,  Including 
Sea  Island  cotton*  Boxer 
shorts  vou  can't  buy  in  stores. 
For  exclusive  catalog: 


Green  Pond 


,,  CA  J0305,  1-8004 


Culinary  Tools 


Savings  (rnm 
PROFESSIONAL  CUTLERY  DIRECT 


The  Wiisthof-Trident 
Classic  6"  Cook's 
$78.00  $48.50 


FREE  catalog. 

Incredible  selection 
of  fine  culinary  roo/s 
Knives,  cookwjre  &  mure 


Professional  Cutlery  Direct 
(800)  859-6994,  Dept.  BW6B 

email:  BW6B@p-c-d.com 


Fine  Art 


SALVADOR  DALI 


"Cosmic  Rays" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare,  Authentic  Prints, 
Drawings,  and  Paintings 

From  the  #1  Source  for  Salvador  Dali 

SILVERSTATE  FINE  ART 
Free  Catalog 
800-999-DALI  (3254) 

Outside  U  S  call  310-798-1360 


Corporate/Holiday  Gitts 


Corporate  Screen  Savers 


Customized  with  YOUR  company 
logo,  images,  or  sales  information. 
Promote  your  business!  Perfect  for 
web  site  or  promotional  giveaways. 
As  low  as  $349,  unlimited  license. 

Gait  Technology  800-580-0742 
http://www.galttech.com 
logo@galttech.com 


Natural 
Smoked  Fish 
From  North 
Carolina's 
Cy^ektA  l-tfiUfuA  Outer  Banks 
Free  Catalog 

1-800-589-1690 


Corporate/Holiday  Gifts 


IDER  flf$ 

DESIGNED  FOR 
MILITARY  PILOTS. 

Solid  stainless  steel  case 
&  band  'Double  lock 
clasp  'Screw-down  back 
and  crown  •  W/R  to  360 
ft  •  Split  second  timing  • . 
Revolving  compass  bezel 
•  Calendar  date  window 
•Distortion  free  mineral 
lens  'VD57  quartz  mov't 
made  by  SEIKO  Corp.  • 
Air  Force  blue  face  & 
bezel  •  Money  Back 

Guarantee 
Lifetime  Warranty 
Deluxe  gift  boxed 
Same  Day  Shipping 

CREDIT  CARDS 
1.800.544.4365 

ASK  FOR 
OPERATOR  120 

1  1402-120  •  Beverly  Hills,  CA  90210 


The  1997  Business  Week  Planne 

[  It  does  everything  but  ask  for  a  raise.  ] 


There  is  nothing  more  valuable  to  the  business- 
person  than  a  dependable  personal  assistant.  The  1997 
Business  Week  Planners  are  just  that.  In  addition  to 
a  spacious  13-month  calendar,  ttHH— I 
these  elegant  desk  &  pocket 
planners  contain  vital  informa- 
tion like  international  dialing 
codes,  time  conversion  charts, 
world  holidays,  important  toll 
free  numbers  and  more. 

The  desk  planner  even 
comes  with  a  32-page,  four- 
color  world  atlas,  detailed 
information  about  30  U.S.  and 
foreign  cities,  plus  many  other 
valuable  features. 


The  1997  Business  Week  Planners  are  excellent  1 
examples  of  fine  bookbinding  craftmanship  and  arc! 
available  in  classic  black  or  deep,  rich  burgundy,  set 
arately  or  in  matching  skivel 
leather  sets.  Call  today  and! 
take  advantage  of  this  sped* 
rate:  25%  off  the  regular  prim 
Or,  select  the  deluxe 
Presidential  Planner  set  in  I 
blue  leather  with  compliment! 
silver  name  stamping  and 
presentation  box. 

Order  your  1997  Business 
Week  Planners  now. 


USA  Credit  card  holders  may 
TOLL-FREE  800-247-2570 
In  Iowa  800-362-2860 
Ask  Operator  18  for  Dept  BC47 
We  honor  AmEx/DinersAisa/MasterCard 


Materials  and  workmanship  fully 
guaranteed  or  your  money  back. 


For  customization  options  and  special  discounts  on  larger  quantities  call  Amanda  Kane  at  201-461-0040,  or  fax  to  201-461-980 


Name  (Mr/Mrs/Ms) . 

Company  

Address  


City 


Zip/Postcode 
Job  Title  


_State/Country  _ 
 Tel 


_  Send  me  your  color  brochure  and  information  on  quantity 
discounts  and  customization  options. 


Full  name  for  blocking. 


Clip  coupon  and  mail  check  to  BUSINESS  WEEK  PIANNER.  Dept.  BC47 
PO.  Box  1597,  Fort  Lee.  NJ  07024,  USA  or  Fax  201-461-9808 


hem 


Code 


Regular       Your  Price    Quantity    Total  USS 


Black  Desk  &  Pocket  Planner  Set 


Black  Desk  Planner 


BW210      US$4895  USS36.75 


BW207 


Black  Pocket  Planner  BW204 

Burgundy  Desk  &  Pocket  Planner  Set  BW226 

Burgundy  Desk  Planner  BW216 
Burgundy  Pocker  Planner 


USS34.95      USS26  25 


Presidential  Set 


BW218 


US$17  95 
US$48  95 
US$34.95 
US$17  95 


US$13  50 
USS36  75 


USS26  25 


USS13  50 


BW101 


USS97  50 


Personalization  US$4.75  per  item 


Prices  include  delivery  by  surface  mail  bur       Handling/Packing  (USA)  USS2  50  per  item 

do  not  include  loc-l  duties  or  taxes  Delivery  — -    ;  

commences  in  Septembe,  1996  Handling/Packing  (ex  USA)  US$4  75  per  item 


N  J  Residents  add  6%  Sales  Tax 


{~  Check  enclosed  payable  to  "Business  Week  Planner"  TOTAL  USS 

Bill  my  Company  IPurchase  Order  &  Company  letterhead  enclosed) 
Charge  to  ~  AmEx  □  Diners  Club  ~  Visa  □  MasterCard 

Card  No  


Expiration  Oate  _ 


Signature. 


siness  Week  Index 


DUCTION  INDEX 


ange  from  last  week:  0.0% 
ange  from  last  year:  7.1% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

■  Oct.  26=132.6 
1992=100 


t  Feb.  June  Oct. 

15  1996  1996  1996 

index  is  a  4-week  moving  average 

reduction  index  was  unchanged  for  trie  week  ended  Oct.  26.  Before 

3tion  of  the  four-week  moving  average,  the  index  dropped  to  132,  from 

.  In  the  latest  week,  seasonally  adjusted  production  of  autos  and  trucks 

;d  sharply  as  the  strike  in  Canada  caused  plant  closings  in  the  U.S. 

and  crude-oil  refining  production  increased  for  the  week. 

ading  index  will  be  unavailable  for  an  indefinite  period  of  time. 

jction  index  copyright  1996  by  The  McGraw-Hill  Companies 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

O  1  CCL  { 1  lit.)  inOUS.  OT  net  tODS 

1   CM  A 

1  939# 

■4  0 

AIITfl^  M  1  I0\  unite 

114  283 

l  rtft  I^Artt 

1  UOtJJII  tr 

-14  3 

TRIIHV^  1 1  1  10\  unite 

InUwKw  \lllc.)  urn  IS 

119  03 1 

1  1  Q     1  Rrit 
1  1  3,0  iolff 

-3  4 

ELECTRIC  POWER  M  1/91  million*;  nf  kilnwatt-hr<; 
lllu  i  niu  i  uiiLn  n          nnniuiibui  miuvvoii  1111, 

60  053 

58  587# 

4  1 

CRUDE-OIL  REFINING  (11/2)  thous.  of  bbi./day 

14,316 

14,279# 

5.3 

COAL  (10/26)  thous.  of  net  tons 

20.944<f 

21,207 

6.2 

LUMBER  (10/26)  millions  of  ft. 

488  3# 

497.6 

7.6 

RAIL  FREIGHT  (10/26)  billions  of  ton-miles 

26. 6# 

26.9 

4  7 

Sources:  American  Iron  &  Steel  Institute,  .  Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAl,  SFPA2,  Association  of 
American  Railroads 


ING  INDICATORS 


PRICES 


GOLD  (11/6)  $/troy  oz. 


LATEST 
WEEK 


WEEK 
AGO 


378.000  379.700 


YEARLY 
%  CHG 

-1.5 


LATEST 
WEEK 

703.77 

WEEK 
AGO 

700.92 

YEARLY 
%CHG 

20  1 

STEEL  SCRAP  (ll/5)  #1  heavy,  $/ton 

126.50 

126.50 

-5.9 

K  PRICES  (li/i)  s&p  500 

COPPER  di/i)  e/ib. 

98.4 

101.1 

-27.1 

ORATE  BOND  YIELD.  Aaa  (li/D 

7.48%  7.58% 

3.7 

ALUMINUM  ill  e/ib. 

67.8 

65.5 

-12.9 

!TR!AL  MATERIALS  PRICES  (li/i) 

105.4 

106.4 

-4.9 

COTTON  (11/2)  strict  low  middling  1-1/16  in., 

e/ib 

70.54 

70.51 

-16.3 

fESS  FAILURES  (10/25) 

NA 

NA 

NA 

OIL  (11/5)  $/bbl. 

22.66 

24.40r 

28.8 

ESTATE  LOANS  (10/23)  billions 

N  A 

NA 

NA 

CRB  FOODSTUFFS  INDEX  (11/5)  1967=100 

2  33  09 

243.11 

-5.4 

Y  SUPPLY,  M2  (10/21)  billions 

$3,779.8 

$3,769.0 

4.1 

CRB  RAW  INDUSTRIALS  INDEX  (11/5)  1967= 

100 

328.24 

328  28 

-3.2 

1L  CLAIMS.  UNEMPLOYMENT  <  10/26;  thous  342 

319 

-5.3 

Sources:  London  Wednesday  final  setting.  Chicago 
market.  NYMEX,  Commodity  Research  Bureau 

market,  Metals 

Week,  Memphis 

BS:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100).  Dun 
street  (failures  of  large  companies),  Federal  Reserve.  Labor  Dept. 


FOREIGN  EXCHANGE 


REST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

HAL  FUNDS  (11/5) 

5.34% 

5  22% 

5.71% 

IERCIAL  PAPER  (ll/6)  3  month 

5.41 

5.41 

5.75 

IFICATES  OF  DEPOSIT  (11/6)  3  month 

5.38 

5.38 

5.74 

1  MORTGAGE  (11/1)  30-year 

7.96 

8.09 

7.69 

STABLE  MORTGAGE  (11/1)  one  year 

5.80 

5.88 

5.78 

E  (11/5) 

8  -  - 

8.25 

8.75 

JS:   Federal  Reserve,  HSH  Associates.  Bloomberg  Financial  Markets 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

JAPANESE  YEN  (l  1/6) 

113  99 

1  !  3  8' i 

100.45 

GERMAN  MARK  (11/6) 

1.52 

1.51 

1.41 

BRITISH  POUND  (11/6) 

1.64 

1.63 

1.58 

FRENCH  FRANC  (11/6) 

5.13 

5.10 

4.87 

ITALIAN  LIRA  (11/6) 

1524.2 

1513.8 

1593.5 

CANADIAN  DOLLAR  di/6) 

1.33 

1.34 

1.35 

MEXICAN  PESO  : 

7.905 

7.995 

7.550 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars 


data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ient.  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


JCER  PRICE  INDEX 

>sday,  Nov.  13,  8:30  a.m. est*  Pro- 
prices  of  finished  goods  likely  rose 
in  October,  the  same  gain  as  in  Sep- 
r,  according  to  the  median  forecast  of 
nists  surveyed  by  mms  International, 
The  McGraw-Hill  Companies.  Oil 
however,  might  have  caused  a  larger 
se.  Excluding  food  and  energy,  Octo- 
'ces  probably  edged  up  0.2%,  after  a 
rise  in  September. 

MEETING 


isday,  Nov.  13  ►  The  Federal  Open 
t  Committee  of  the  Federal  Reserve 
obably  keep  short-term  interest  rates 
nged  at  its  policy-setting  meeting. 


That  means  the  federal  funds  rate  will 
remain  at  5.25%. 

RETAIL  SALES 

Thursday.  Nov.  14,  8:30  a.m. est*-  Retail 
sales  in  October  probably  increased  a  solid 
0.5%,  says  the  mms  report.  Excluding  cars, 
sales  likely  rose  0.4%.  In  September,  total 
purchases  rose  0.7%,  and  nonauto  sales 
increased  0.4%. 

CONSUMER  PRICE  INDEX 

Thursday,  Nov.  14,  8:30  a.m. est*  Prices 
likely  increased  0.3%  in  October,  after  a 
similar  rise  in  September.  Excluding  food 
and  energy,  core  prices  likely  were  up  0.2%, 
after  a  0.3%  September  gain. 


INDUSTRIAL  PRODUCTION 

Friday,  Nov.  15,  9:15  a.m. est*  The  mms 
survey  expects  that  output  at  factories, 
mines,  and  utilities  was  unchanged  in 
October.  Factory  payrolls  increased  last 
month,  but  the  workweek  dropped.  Produc- 
tion increased  0.2%  in  September.  Octo- 
ber's average  operating  rate  probably  fell  to 
83.1%,  from  83.3%  in  September. 

BUSINESS  INVENTORIES 

Friday,  Nov.  15,  10  a.m. est*  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  probably  increased  0.4%  in  Sep- 
tember, on  top  of  a  0.5%  gain  in  August. 
Inventory  accumulation  accounted  for  almost 
all  of  the  economic  growth  last  quarter. 
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This 

Week, 
Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


Sunday  <-- 

The  outlook  for  Clinton's 
second  term  as  the  White 
House  and  Congress  struggle 
for  control:  Talk  to  Lee 
Walczak  and  Rick  Dunham  of 
BW's  Washington  bureau. 
Nov.  10 

9  p.m.  est  in  the  Globe 

Monday 

How  does  small  business 
win  export  markets?  Ask 
Martin  Duggan  of  the  Small 
Business  Exporters  Assn. 
Nov.  11 

8  p.m.  est  in  the 

BW  Enterprise  Chat  Room 

Wednesday 

Find  out  what  corporate 
recruiters  look  for  when  they 
hire  MBAs,  in  another  of  the 
series  of  B-school  chats. 
Nov.  13 

9  p.m.  est  in  the 
AOL  Live  Chat  Cafe 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abbey  Healthcare  162 
Aberdeen  Group  88 
ABS  USA  78 
Advanced  Micro  Devices 
(AMD)  118 

Advanced  RISC  Machines  170 
AIM  Management  Group  55, 155 
Airbus  Industrie  60 
AirMedia  26 
Allen  106 
Amencan  Motorcycle 

Manufacturing  156 
American  Standard  (ASD)  70 
America  Online  (AMER)  6, 15, 

106 

Andersen  Consulting  174 
Apple  Computer  (AAPL)  6, 118 
Apna  Healthcare  (AHG)  162 
Archer  Daniels  Midland 
(ADM)  82 
Asymetrix  106 
AT&T(T)  6,54 
Atlantic  Capital  156 
Autodesk  China  62 

B 


Baoshan  Iran  &  Steel  62 
Bayou  Steel  (BYX)  154 
Be  6 

Bear  Stearns  (BSC)  52,106. 
118,154 

Beijing  Founder  Electronics  62 
Bmney  &  Smith  179 
Black  &  Decker  (BDK)  70 
Blockbuster  Entertainment 
(VIA.B)  6 

Bloomingdale's  78 
Boeing  (BA)  60 
Booz  Allen  &  Hamilton  106 
Bndgestone/Firestone  60 
British  Telecommunications 
(BT)  55,  54 

Broderbund  Software  (BROD)  66 
Brooke  Hillier  Parker  69 


Cable  &  Wireless  (CWP)  54 
Cadillac  Plastic  Group  174 
Campeau  55 

Capital  Blue  Cross/Pennsylvania 

Blue  Shield  183 
Cargill  82 
C-B  Partners  162 
CBS(WX)  162 
Chase  Securities  (CMB)  154 
Chevron  (CHV)  160 
China  National  Computer 

Software  62 
Chrysler  (C)  56,58, 118 
Citicorp  (CCD  6 
CNET  106, 166 
CNN  (TBS.A)  166 
Coca-Cola  (K0)  118 
Cole  National  (CNJ)  162 
Colony  Capital  60 
Compaq  Computer  (CPQ)  6, 118, 

170 

Concert  Global 
Communications  54 
CondeNast  179 
Conrail  (CRR)  60 
Continental  Airlines  (CAIA)  60 
Continental  Cablevision  60 
County  Line  94 
Cowen  166 
CSC  Index  174 
CSX  (CSX)  60,170 


CyberCash  166 
D 


Daewoo  69 

Dean  Witter  (DWD)  34 

Dell  Computer  (DELL)  170,118 

Deutsche  Telekom  54,102 

Digital  Equipment  (DEC)  6,118 

Doneger  Group  78 

Dorling  Kindersley  66 

DreamWorks  SKG  106 

DRI/McGraw-Hill  (MHP)  120,154 

DuPont(DD)  58 

Durlacher  Multimedia  66 


Eagle  38 
Eckerd  (ECK)  60 
Electric  Fuel  102 
Electronic  Data  Systems 
(EDS)  174 

Enorex  Microsystems  6 
ESPN  106 

Estee  Lauder  (EL)  78 
Evans  &  Sutherland  Computer 
(ESCC)  94 

F 


Federal  Express  (FDX)  30 
FelCor  Suite  Hotels  38 
Ferro  38 

FireFreeze  Worldwide  94 
First  Chicago  (FCN)  154 
Ford(F)  56,118,158,186 
Forward  Publishing  179 
Foster  Higgins  120 
France  Telecom  54 
Franklin  Resources  (BEN)  155 
Fresenius  55 
Furman  Selz  56 


Gartner  Group  (GART)  170,174 
Gateway  2000  (GATE)  6 
General  Electric  (GE)  70, 118 
General  Motors  (GM)  36,56, 118 
Gerard  Klauer  Mattison  160 
Giant  Step  Productions  166 
Global  village 
Communications  26 
Goldman  Sachs  55, 154 
Grand  Metropolitan  (GRM)  162 
GTE (GTE)  54 

H 


Hachette  Filipacchi  179 
Hallmark  Cards  166 
Hayes  62 

Heine  Securities  155 
Hewlett-Packard  (HWP)  10,38, 
88,118,158,170 
Hoenig  34 

Home  Depot  (HD)  70,179 
Honda  (HMC)  186 
Honedco  162 
Hong  Kong  Telecom  54 

I 


IBM  (IBM)  118,158,170,170. 
174 

id  Software  166 

IFusion  Com  26 

Infinity  Broadcasting  (INF)  162 

InfoTech  66 

Integral  Capital  Partners  101 
Intel  (INTO  118, 166. 170,6 
Intermind  26 
International  Data  170, 6 
Interval  Research  106 


Invesco  55, 155 
ITT  (ITT)  118 

ITT  Hartford  Group  (HIO  118 


Johnson  &  Johnson  (JNJ)  62 
J.R  Morgan  Securities  (JPM)  158 

K 


Kagan  Associates  54 
Kaiser  Permanente  183 
Kelihua  62 
KeyCorp  (KEY)  179 
Korea  Telcom  64 
Korn/Ferry  10 
KPMG  Peat  Marwick  38 


Lagardere  Group  69 

Lazard  Brothers  55 

Lehman  Brothers  (LEH)  52,174 

Leo  Burnett  166 

LG  Chemical  64 

Liberty  Financial  52 

Light  Speed  International  54 

Lloyd's  of  London  70 

Los  Angeles  Clippers  106 

Louisiana-Pacific  (LPX)  118 

M 


Mary  Kay  Cosmetics  179 
McGraw-Hill  (MHP)  15,191 
MCI  Communications  (MCIC)  54, 
55 

McMurry  Publishing  179 
Mercedes-Benz  (DAI)  102, 179 
Merck  (MRK)  94 
Mercury  Asset  Management  55 
Meredith  179 

Merrill  Lynch  (MER)  55,118,174 
Metropolitan  Life  Insurance 
(TUN)  179 

MGM  Grand  (MGG)  96 
Microsoft  (MSFT)  26, 62,  66, 

106,118,166,170 
Mineralbank  158 
MMS  International  (MHP)  191 
Montgomery  Securities  160 
Montgomery  Ward  162 
Morgan  Stanley  (MS)  52,  55, 

155 

Momingstar  155 

Motorola  (MOT)  10,62. 118,170 

N  

National  Medical  Care  55 
NatWest  Securities  (NW)  60 
NBC  (GE)  166 
Netscape  Communications 

(NSCP)  26,52,118 
Neuberger  &  Berman  70 
New  York  Times  (NYTA)  179 
Nippon  Telegraph  & 

Telephone  54 
Nomura  Securities  158 
Norfolk  Southern  (NSC)  60 
Northern  Telecom  (NT)  88 
NSTL(MHP)  15 


Optimum  Choice  Advantage  183 
Oracle  (ORCL)  62,118,166,170 

P 


Pacific  Telesis  (PAC)  60 
Panmure  Gordon  66 
Pearle  162 
Penney  (J.CJ(JCP)  60 
PepsiCo  (PEP)  60,118,158 
Perot  Systems  174 
Philip  Moms  (MO)  58 
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Treasury  bonds 
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Gold 
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iustry  groups  include  S&P  500  companies  only;  performance  and  share  prices  are  as 
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Editorials 


A  VOTE  FOR  THE  SENSIBLE  CENTER 


Call  it  dynamic  gridlock.  After  years  of  worrying  that 
the  sensible  center  of  American  politics  was  in  jeop- 
ardy, voters  created  their  own  middle  ground  in 
1996.  They  deliberately  divided  the  government  between 
the  two  parties,  creating  checks  and  balances  for  those 
tone-deaf  politicians  who  were  addicted  to  extremist 
positions.  Even  though  congressional  and  senatorial  candi- 
dates made  a  late,  mad  dash  toward  the  center,  voters  re- 
mained mistrustful  of  both  parties  and  refused  to  give  ei- 
ther one  total  power  in  Washington.  The  prospect 
of  paleoliberal  Democrats  taking  over  key  congressional 
committees  to  continue  big-government  policies  was  as  ter- 
rifying to  voters  as  tear-the-government-down  conserva- 
tive Republicans  gaining  control  of  the  White  House.  Even 
President  Bill  Clinton's  rebirth  as  a  master  of  middle-class 
concerns  wasn't  enough  to  gain  him  the  trust  of  a  majority 
of  the  voting  public. 

We  applaud  the  sense  and  sensibility  of  the  American  peo- 
ple in  this  election.  We  believe  they  voted  for  a  policy  of  bi- 
partisan pragmatism  and  legislative  responsibility.  Inevitably, 
there  will  be  hearings  over  ethical  issues  concerning  the 
Clinton  Administration.  That  is  proper — but  only  up  to  a 
point.  Paralyzing  Washington  policymaking  through  partisan 
ethics  wars  is  the  last  thing  that  most  Americans  want. 
The  message  that  the  1996  election  holds  for  America's  po- 
litical system  is  that  the  people  do  not  want  things  to  fall 
apart.  They  want  the  political  center  to  hold. 

A  RAFT  OF  REFORM  

But  where  is  the  center  today?  The  past  four  years  have 
created  new  boundaries,  defined  by  the  defeat  of  a  big- 
government  solution  to  health  care  on  the  left  and  the  fail- 
ure of  a  shut-it-down,  no-government  solution  to  the  budget 
deficit  on  the  right.  The  center  now  revolves  around  a 
smaller,  more  efficient  federal  government,  with  states  han- 
dling more  of  the  load.  The  new  middle  ground  assumes  fis- 
cal restraint  and  a  balanced  federal  budget.  It  demands  in- 
crementalism  in  policymaking  without  unfunded  tax  cuts 
or  huge  spending  schemes.  It  calls  for  reforming,  yet  pre- 
serving, entitlements  for  the  elderly  by  slowing  the  rate  of 
growth  in  spending.  It  requires  moderate  probusiness  reg- 
ulatory and  tort  reform.  It  needs  a  new  set  of  campaign  fi- 
nance rules.  And  it  demands  serious  education  reform  from 
state  and  local  governments,  who  are  really  responsible  for 
public  schools. 

The  challenge  for  the  Democratic  Party  in  the  next  Ad- 
ministration is  to  prove  to  the  public  that  it  really  can  rep- 
resent the  interests  of  the  broad  middle  class,  not  just  an 
agglomeration  of  noisy  interest  groups.  That  means  the 
traditional  liberal  wing  of  the  party  must  accept  the  ascen- 
dancy of  moderate  New  Democrats.  It  means  embracing 
stronger  economic  growth  as  the  path  to  social  mobility 
and  equity,  while  rejecting  hoary  redistributionist  bromides. 


And  it  means  promoting  serious  competition  in  publi<tt 
cation  through  autonomous  charter  schools  and  expeij|e 
tal  vouchers. 

In  the  last  year  of  his  first  term,  President  Clinton! 
a  good  start  on  the  shift  to  the  center.  The  test  of  his  m 
term  is  to  reform  entitlements  and  balance  the  biB 
Clinton's  first  task  should  be  to  strike  a  bipartisan 
to  cut  the  growth  in  Medicare  spending  by  $150  billii 
2002.  These  savings  would  open  the  way  for  a  truly  bale 
budget,  lower  interest  rates,  and  higher  economic  gr«r 
Clinton's  next  step  should  be  to  bolster  Social  Securif 
allowing  individuals  to  invest  a  modest  portion  of|i 
retirement  contributions  in  equities.  Finally,  he  should  ua 
his  mark  as  a  world  leader  by  flying  to  Beijing  Ufi 
a  series  of  new  accords  that  would  revitalize  U.  S.-p 
relations. 

MUTED  VOICES  I 

The  challenge  for  the  Republican  Party  is  to  move! 
from  the  ideological  extremism  of  conservatives  iB 
House  toward  the  pragmatic  middle  ground  of  its  govJj 
who  avoid  the  culture  wars  dividing  the  GOP.  The  an§ 
ernment  rhetoric  that  smacks  of  militia  nuttiness  (s;fe 
fund-raising  phrase  from  the  National  Rifle  Assn.:  I 
booted  government  thugs"),  the  attack  on  teachers'  ua 
the  disdain  for  the  judiciary,  and  the  antipathy  tc?a 
Medicare,  Social  Security,  the  environment,  and  safet1! 
ulation  are  way  out  of  step  with  mainstream  Americi(S 
governors  understand  that  government  is  not  the  enel 
the  people.  Indeed,  they  are  among  the  most  activist  1 
cians  in  the  country,  using  state  tax  codes  to  boost  ha 
ment  and  train  local  employees. 

Paradoxically,  one  reason  Clinton  beat  Dole  in  Ohiol 
consin,  Michigan,  and  Iowa  is  that,  thanks  partly  tol 
Republican  governors,  the  unemployment  rates  in  B 
states  range  from  3.5%  to  4.5%,  well  below  the  nation  s 
erage.  The  gop  must  realize  that  it  was  Senate  Mafi 
Leader  Trent  Lott's  compromise  agreements  with  Cm 
over  health  care,  welfare  reform,  and  the  minimum  $ 
not  Newt  Gingrich's  rhetoric  and  bombastic  behavio# 
swayed  voters  to  give  the  gop  another  chance  in  Confe 
In  the  election,  voters  rewarded  candidates  of  either  ar 
who  ran  as  moderates  and  promised  to  help  themit 
with  day-to-day  problems.  They  were  even  willing  to  {Ire 
second  chance  to  those  fire-breathing  freshmen  Relt 
cans  of  1994.  Those  conservative  politicians  who  movl 
the  center  won  reelection.  Those  who  didn't  make  the  pi 
ney  lost  their  seats. 

The  American  people  spoke  with  a  clear  and  dejjf 
voice  in  1996.  Extremism  is  out;  the  middle  is  in.  S 
frontation  is  out;  compromise  is  in.  Ideology  is  out;  proie? 
solving  is  in.  Any  politician  who  fails  to  heed  this  me  a; 
won't  be  in  office  to  see  the  dawn  of  the  21st  century 
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Montecristo 


Fonseca  Imported 


The  right  blend  can 
also  create  a  rewarding  portfolio. 


>est  cigars  are  created  when  the  whole  is  greater  than  the  sum  of       techniques,  supported  by  innovative  information  technology 


arts.  Blend  is  everything.  The  right  combina- 
s  also  essential  when  managing  your  personal 
ii  Which  is  why  significant  investors  rely  on 
:pertiseot  Union  Bank  of  Switzerland.  UBS'  portfolio  manage- 
team  provides  clients  with  the  most  up-to-date  asset  allocation 


The  Private  Bank 


and  communications  systems,  and  in-depth 
knowledge  of  global  financial  markets.  If  you 
have  substantial  assets  to  invest,  call  Peter  E. 
Guernsey,  Jr.  at  (212)  649-1075.  Find  out  why  core  portfolios 
managed  by  UBS  have  meant  financial  security  for  generations. 


Union  Bank 
of  Switzerland 


Bank  of  Switzerland,  1345  Avenue  of  the  Americas,  New  York,  NY  10105.  Telephone:  (212)  649-7300. 

'ffices  of  Union  Bank  or  Switzerland  and  it*,  athhates  in  North  America.  Chicago,  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal. 


I  want  nw  own  place.  j| 
A  place  where  P 
I  can't  be  reached. 
I  want  to  be  "Off  Duty." 
I  want  to  call  a  "Time  Out" 


I  want  a  mute  button  for  reality. 


I  want  to  put  the  world  on  hold  and  tell  it: 
Til  get  back  to  you." 


The  1997  Monte  Carlo?  For  anyone  who's  ever 
wanted  a  little  personal  space.  Quiet  you  can  feel. 


Comfort  that  surrounds  you.  Harmony  in 
the  details.  Performance  that  makes  you  feel 
like  you're  going  somewhere,  even  when  you're 
just  cruising.  That's  Monte  Carlo.  Designed 
from  the  inside  out  around  the  driver,  to  be  a  j 
very  personal  space.  With  a  very  personal  fit. 
From  Genuine  Chevrolet.  j 


Genuine  Chevrolet8 

The  Cars  More  Americans  Trust. 


©1996  GM  Corp.  Buckle  up,  America!  W  For  a  brochure  call  1-800-950-2438  or  visit  www.chevrolet.com 
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THE  BEST 
&  WORST 

BOARDS 

Our  New  Report  Card 
on  Corporate  Governance 


IN  an  industry  where  companies  rise  and  fall  overnight,  it's  nice 
to  know  there's  one  with  something  behind  it. 


The  new  Acer  A'.pire  "  2000  Series 


Acer*  {♦ 


Afresh  perspective. 

I-800-558-ACER  www.acer.com/aac/ 


Uer.  Inc.  All  rights  reserved.  Acer  and  the  Acer  logo  are  registered  trademarks  and  Aspire  is  a  trademark  of  Acer  America  Corporation  and  Acer  Inc.  The  Intel 
ogo  and  Pentium  are  registered  trademarks  of  Intel  Corporation. 


Our  diagnostic  test; 
long  before  you  no 


The  sooner  an  illness  is  iden- 
tified, the  greater  the  chances  of 
treating  it  successfully. 

With  the  help  of  systems  from 
our  diagnostics  division,  Behring 
Diagnostics,  many  diseases  can 
be  detected  in  the  early  stages. 

A  simple  blood  sample  can 
provide  physicians  with  critical 
information,  helping  them  judge 
whether  or  not  a  patient  has 
suffered  a  heart  attack.  So  they 
know  precisely  what  they're 
treating. 

Behring  Diagnostics  - 
making  diagnostics 
a  critical  part  of  the  cure. 

Thrombosis,  the  abnormal 
formation  of  blood  clots,  can  be 
life-threatening.  With  products 
from  Behring  Diagnostics, 
doctors  can  screen  people  at  risk 
for  this  condition.  And  monitor 
the  results  of  therapy. 

Surviving  cancer  often  depends 
on  early  detection.  The  earlier, 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  ce 


lp  identify  diseases 


i  any  symptoms 


aff  of  145000  people  worldwide,  annual  sales  total  $36  billion. 


the  better.  Behring  Diagnostics 
is  actively  engaged  in  researching 
and  developing  products  that 
will  help  doctors  diagnose  cancer. 
And  we  have  tests  to  help 
doctors  monitor  the  results  of 
cancer  treatment. 

Variants  of  the  human 
immunodeficiency  virus  (HIV), 
which  may  elude  detection  using 
available  testing  methods, 
continue  to  be  discovered.  Last 
year,  we  were  the  first  company 
to  introduce  a  test  that  recognizes 
a  newly  discovered  strain  of  HIV 

In  scores  of  innovative  ways, 
our  Behring  Diagnostics  division 
is  making  diagnostics  a  critical 
part  of  the  cure. 

Helping  your  doctor  keep 
you  as  healthy  as  you  look. 

Hoechst 
D-65926  Frankfurt  am  Main 

Internet: 
http://www.hoechst.com/ 
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FUNNY  BUSINESS 

UH... ABOUT 
THOSE  NUMBERS 

STORE  SECURITY-TAG  MAKER 

Sensormatic  Electronics  says 
its  chairman,  Ronald  Assaf, 
knew  the  company  was  using 
what  critics  call  dubious  ac- 
counting practices  that  inflated 
revenues.  This  comes  from  an 
internal  memo  by  its  auditors, 
Ernst  &  Young,  and  in  the 
company's  answer  to  a  share- 
holder lawsuit.  Up  until  now, 
high-level  knowledge  of  the 
problem  was  uncertain.  Still, 
Assaf  is  coasting  unopposed 
to  reelection  as  a  director  at 
the  Nov.  22  annual  meeting. 
In  court  documents,  the 


TAGGED: 

Assaf  knew  company  ad- 
"  mits  booking 
some  sales  before  products 
were  shipped  or  when  they 
were  sent  to  warehouses  for 
"staging  purposes."  Sensor- 
matic's  computer  system  was 
reset  on  occasion  as  part  of 
the  practice.  Ernst  &  Young, 


TALK  SHOW  ttThe  Vice-President  was  very  happy  when  ji 
said  I  was  boring. 

— Bill  Clinton  to  ABC's  David  Brinkley,  ivho  five  days  previous 
ly  on  Election  Night  had  trashed  the  President  on-air 


which  won't  comment  publicly, 
says  in  legal  papers  that  the 
practice  was  hidden  from  it; 
later,  the  firm  discovered  what 
was  going  on.  Aside  from  the 
shareholder  suit  alleging 
fraud,  there's  a  Securities  & 
Exchange  Commission  probe. 

Company  founder  Assaf, 
who  earns  $455,000  yearly  as 
a  Sensormatic  consultant, 
won't  comment.  But  he  and 
the  company  have  said  the 
practice  had  no  "material  im- 
pact" on  financial  statements. 
Reasoning:  Revenues  were 
simply  recorded  in  a  later 
quarter,  so  the  result  turned 
out  to  be  a  wash.  But  because 
of  the  accounting  problems, 
Sensormatic  had  to  restate 
third-quarter  1995  revenue  by 
$21  million  and  earnings  by 
$9  million.       Gail  DeGeorge 


POLITICS  AS  USUAL 


ELECTION  HANDLERS:  NO  SHAME 


IMAGE-WISE,  IT  HASN  T  BEEN 

a  boffo  year  for  political  con- 
sultants. They  have  been 
rocked  by  controversies  over, 
among  other  things,  "push 
polls"  (pseudo  phone  surveys 
that  really  spread  dirt  on 
an  opponent),  gop  consultant 
Ed  Rollins'  kiss-and-tell 
book,  and  of  course,  the  Dick 


MORRIS: 

and  sell 


Morris  sex  scandal. 

At  the  Interna- 
tional Association  of 
Political  Consultants' 
recent  conclave  in 
Miami,  though,  there  " 
was  no  soul-searching.  Sure, 
the  U.  S.  consultants'  group 
has  decried  push  polls,  but 
that  was  it.  While  disgraced 


Clinton  adviser  Mor- 
ris didn't  show,  his 
spirit  hovered  benign- 
ly. Reminisces  Demo- 
crat Hank  Sheinkopf: 
"Dick  made  a  great 
contribution."  The  big 
buzz,  says  Republican 
Tom  Edmonds,  was 
"  "about  the  millions 
Morris  is  going  to  get  from 
his  book  contract.  They're  not 
mad — they're  envious."  Lee 
Walczak  and  Gail  DeGeorge 


PRATFALLS 


DREAM  CANDIDATES' 
RUDE  AWAKENING 

PUT  A  BUSINESS  EXECUTIVE  UP 

for  senator  as  a  Democrat,  and 
you've  got  a  Businesscrat. 
Maybe  also  an  endangered 
species.  Senate  Dems  re- 
cruited nine  execs  for 
'96.  Six  met  defeat  on 
Nov.  5,  two  lost  pri- 
maries against 
liberal  activists, 
one  dropped  out. 

Noting  that  the 
Democrats  suffered  a 
net  two-seat  Senate  loss, 
GOP  operatives  say  they 
enlisted  "limousine  liberals" 
ignorant  of  the  political  world 


and  average  Americans'  con- 
cerns. Yet  the  Democrats 
see  a  future  for  centrist  candi- 
dates who  talk  of  creating 
jobs.  Especially  ones  with 
fortunes  to  spend,  such  as 
Mark  Warner,  a  Virginia  wire- 
less-communications magnate 
who  almost 


beat  Republican  John  Warn- 
er— and  likely  will  be  back. 
Dem  strategists  blame  the 
wipeout  on  candidate  inexperi- 
ence and  stiff  competition  from 
revered  Republicans  such  as 
Strom  Thurmond  of  South 
Carolina.  Richard  S.  Dunham 


Businesscrats  Lose 


li 


? 


NAME 

TYPE  OF  BUSINESS 

VOTE 

TOM  BRUGGERE  (Ore.) 

High-tech 

47% 

ELLIOTT  CLOSE  (S.C.) 

Real  estate 

44% 

WALT  MINNICK  (Idaho) 

Wood  products 

40% 

BEN  NELSON  (Neb.) 

Insurance 

42% 

TOM  STRICKLAND  (Colo.) 

Land  planning 

46% 

MARK  WARNER  (Va.) 

Wireless 

47% 

DATA:  BUSINESS  WEEK 


PAPER  TRAIL 

MAULED  DATA 
AT  BEAR  STEARNS 

BEAR   STEARNS  HAS  HA 

pretty  good  invest: 
record  in  recent  years, 
not  as  good  as  it  wants  u: 
believe.  Its  recently  relea 
proxy  statement  for  the  fi 
year  ended  June  30  give 
wrong  figure  for  investmi 
returns  of  other  finani 
companies — showing  Bl 
outpacing  the  Standard 
Poor's  Financial  Miscellane 
Index  by  12%  over  five  ye 
Trouble  is,  the  correct  t; 

BEAR  S  BOGUS  BENCH! 

1991-1996  TOTAL  RETUR! 


S&P  FINANCIAL  INDEX 

DIVIDENDS  REINVESTED 


S&P  FINANCIAL  INDEX 

DIVIDENDS  NOT  REINVESTED 


COMPARED  WITH 


GEAR  STEARNS 

DIVIDENDS  REINVESTED 

•FIVE-YEAR  CUMULATIVE  RETURN  ON 
FOR  FISCAL  YEAR  JULY  1  THROUGH  JW 
DATA.  STANDARD  &  POOR'S  CORP. 
BEAR  STEARNS  COMPANIES  INC. 

has  this  peers  index  do 
slightly  better  than  Bear. 

Bear  made  the  compari 
because  of  a  Securities  & 
change  Commission  rule  m 
dating  that  all  publicly  tra 
companies  match  their  p 
formance  over  a  five-year 
riod  with  a  peer  group 
a  broad  market  index,  si 
as  the  S&P  500.  And  retu 
must  be  calculated  with  d 
dends  reinvested.  Bear 
that  for  its  own  return.  1 
it  didn't  for  the  S&P  pe 
index  or  for  the  S&P  1 
which  it  actually  beat  by  i 
not  the  $105  it  first  claim 

The  error  was  spotted 
independent  analyst  Mich 
Flanagan.  He  found  no  si 
lar  problem  with  other  V 
Street  houses.  A  B' 
spokeswoman  calls  the  n 
take  a  clerical  error  that 
been  corrected  in  an 
filing.  Lisa  Sand 
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900  SE  Turbo  5-door 

The  Saab  900  SE  Turbo  5-door  is  engineered  to  increase  both  your  pulse  and  the  distance  between  you  and 
her  cars.  Including  the  Volvo  850  and  the  Audi  A4.  Its  0  to  60  in  6.9  seconds  is  pure  exhilaration.  And  its 
e-door  roomy  interior,  pure  liberation.  So  no  matter  how  you  open  it  up,  it's  huge. 
d  wonder  it  was  named  a  Consumer  Review  "Top  10  Sports  Car"  for  two  years  in  a  row. 

For  more  information  about  Saab,  call  I  -800-582-SAAB,  Ext.  249  .  www.saabusa.com 


I  Driver,  5/96.  "Cons 
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DRAWN  &  QUARTERED 


ROYAL  FLUSH 


CAN  A  DUCHESS  BE  A  PROMO  QUEEN? 


THE  DUCHESS  OF  YORK,  HARD 

up  for  cash,  is  fishing  for 
American  business  deals,  par- 
ticularly product  endorse- 
ments. Fergie  is  negotiating 
several  "commercial 
ventures,"  says  her 
spokesman,  who  ex- 
pects to  announce  a 
major  one  soon. 

The  former 
Sarah  Ferguson,  37, 
divorced  from 
Prince  Andrew 
since  spring,  has 
done  one  plug  to 
date:  a  magazine 
photo  shoot  for 
Olympus  cameras. 
For  an  undisclosed 
sum,  she  posed  on  an  antique 
boat,  snapping  pictures  of  the 
Statue  of  Liberty.  Olympus 
says  the  ads  are  only  for  its 
Austrian  subsidiary  and  like- 
ly won't  inn  in  the  U.  S.  The 
duchess  informally  discussed 
working  for  Revlon,  says  an 
executive  with  the  cosmetics 


FERGIE:  hi  debt 


company,  but  nothing  ever 
came  of  that.  She  has,  how- 
ever, earned  $1  million-plus 
from  Simon  &  Schuster, 
which  released  her  autobiog- 
raphy in  the  U.  S. 
on  Nov.  13. 

The  duchess  hob- 
nobs a  lot  with 
American  business 
big  shots.  She  was 
with  Nike  Chief 
Phil  Knight  for 
the  Nov.  1  opening 
of  the  Niketown 
flagship  store  in 
Manhattan.  Nike, 
though,  says  it  has 
discussed  no  deals 
with  the  duchess. 
Fergie's  extravagant 
lifestyle  has  led  to  sizable 
debts,  says  the  British  press, 
estimating  them  at  $7.5  mil- 
lion. Her  spokesman  won't 
confirm  how  much  she's  in 
hock,  saying  merely:  "The 
duchess  will  make  good  on 
all  her  obligations." 


I-WAY  PATROL 


WHEN  IN  ROME,  DOWNLOAD 


THE      LATEST  AID 

for  bewildered 
tourists  is  down- 
tading  guide- 
ooks  onto 
^SSSS  M  disks.  Sightseers 
I  ^  V  'ii  '1"  '  hat  in 

■  Rome   as  part 
of  an  experiment 
sponsored  by 
the  local  govern- 
ment. (Rome's 
development 
cost:  $60,000.)  The 
guide  programs 
are  available  from 
"Copy  Disk"  ma- 
chines in  McDon- 
"  aid's   eateries  in 
the  Eternal  City. 

Just  pop  your  floppy  into 
the  arcade-like  video  machine 
and  pick  a  topic  to  download, 
such  as  a  guide  to  the  city's 
fountains,  for  free.  Right  now, 


ON  DISK: 

Tourist  help 


this  is  only  in  Italian,  al- 
though English  and  other  lan- 
guages may  be  added  later. 

McDonald's  has  provided 
space  in  10  of  its  15  Rome 
outlets,  and  IBM  has  furnished 
the  $7,000  machines.  The 
sponsors  display  their  logos 
on  the  machines  and  the  com- 
puter files.  If  the  experiment 

proves  success-   

fill,  the  two 
companies  hope 
to  duplicate  it 
elsewhere  in 
Europe  and 
America.  One 
problem:  Few 
Romans  habitu- 
ally bring  disks 
with  them  for 
downloading  as 
they  down  a 
cheeseburger. 
Monica  Larner 


PAPER  PLAYS 


A  CHUNK  OF  HISTORY,  A  WHOLE  LOT  OF  Rlf 


A  DETROIT  BOND   HOUSE  IS 

marketing  a  batch  of  German 
bonds  it  has  unearthed  from 
the  economically  chaotic  era 
between  Kaiser  Wilhelm's  fall 
and  Adolf  Hitler's  rise.  But 
the  effort  by  James  Korth  so 
far  is  as  shaky  as  the 
Weimar  Republic  that 
floated  them.  German 
authorities  are  reluc- 
tant to  redeem  the 
bonds,  fearing  they're 
not  legit. 

J.W.  Korth  &  Co. 
and  its  customers  own 
several  thousand  of  the 
$1,000  (U.S.)-denomi- 
nated  bonds,  issued  in  " 
1924  and  1930,  and  sold  out- 
side Germany.  The  bonds 
were  part  of  a  plan  devised 
by  American  officials  Charles 
Dawes  and  Owen  Young  to  fi- 
nance Berlin's  war  repara- 
tions. Germany  repurchased  a 
lot  of  them  after  1933.  Korth 
believes  many  similar 
are  in  private  hands. 

Korth  wants  t 


persuade  Germany  to  1 
out  bondholders.  He  sayl 
Dawes  bonds'  payout  J 
range  from  $34,582  to  $8l 
per  bond.  Korth  w| 
$15,000  for  a  block  o 
bonds  and  is  targeting  i 


THE  BIG  PICTURE 


A  GERMAN  BOND:  Redeemable?  1 

financial  pros.  Trouble  is,  I 
many  says  some  bonds  ii 
purchased  were  stolen  and 
circulated  by  the  Russian! 
World  War  II's  end— a  ci 
bondholders  dispute.  (1 
many  requires  holders)! 
prove  bonds  were  legl 
bonds  owned  and  outside  Germl 
before  Jan.  1,  1945.  Suzal 
Woolley  and  David  Wood\ 


CAPITAL  SPENDING  SPREE 

Corporate  capital  spending  is  booming 
as  companies  expand  in  a  buoyant 
economy.  They're  putting  it  into  bricks, 
mortar,  and  industrial  machinery — 
and  into  technology,  searching  for 
greater  operating  efficiency. 

DATA;  U.S.  COMMERCE  DEPT.,  MERRILL  LYNCH  &  CO. 


8 CAPITAL  EXPENDITURES* 

■ANNUALIZED  THROUGH  SEPT.30 
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FOOTNOTES  CEO  average  pay  for  small  companies  ($184  million  median  sales):  1994,  $334,640;  1995,  $361,692;  1996,  $422,0' 
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or  113MHz4  Pentium 
tcessor  runs  software 
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'■  a  mere  six  pounds: 
you  can  lake  vour 
hin kPad  a n ywhere. 
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Products 


Introducing  the  new  Thinl<Pad  365.  Because  everyone  could  use  an 
affordable  place  to  think.  Now,  even  if  youre  short  on  work  space,  you 
can  still  stretch  your  mind  as  far  as  youd  like. 

The  IBM  ThinkPad  365  brings  you  award-winning  ThinkPad 
technology -with  Pentium  processor  power- starting  at  $2,499. 

It's  a  very  comfortable  place  to  work.  It  offers  an  inspiring  view 
(a  bright,  10.4"  or  11.3"  color  screen)  as  well  as  a  hard  drive  with 
room  enough  to  store  ideas  as  big  as  yours.  It  comes  complete  with 
Lotus  SmartSuite  lor  instant  produc- 
tivity. And  select  models  are  designed 
with  full  multimedia  capabilities, 
including  an  integrated  CD-ROM  drive. 

Call  1  800  426-7255,  ext.  4730,  or 
visit  us  at  www.pc.ibm.com/thinkpad 
for  details  on  the  new  ThinkPad  365. 
You  11  find  it's  not  only  affordable,  its 
absolutely  thought-provoking. 


t  I-  *    t  t-  ft."*  i**  9 


I  t  I  t  I  I.  I  M  M 

?:  t .;  *■  9 .         t  f'f^' 


:  Model  2E9/3E9  Estimated  IBM  authorized  retailer  price  Actual  prices  may  vary  Other  models  range  up  to  $3,499  SmartSuite  may 
be  preloaded,  included  on  a  CD  or  available  to  order  on  a  CD  Diskettes  and  hard  copy  documentation  available  at  extra  charge  M  -  F, 
8am-8pmEST  In  Canada, call  1800  465-3299  (ID#  45294)  'MH?  denotes  internal  clock  speed  ot  the  microprocessor  only,  other 
factors  also  atlect  application  performance 1  Actual  weight  may  vary  Supports  Windows  95.  Windows  NT  v3  51,  v4  0  (when  available) 
IBM.  ThinkPad,  TrackPomt  til  and  Solutions  tor  a  small  planet  are  trademarks  ol  International  Business  Machines  Corporation 
Microsott  and  Windows  are  trademarks  or  registered  trademarks  ot  Microsoft  Corporation  Other  companies,  products  and  service 
names  may  be  trademarks  or  service  marks  ol  others  ©  1996  IBM  Corp 
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A  SPRUCED-UP  INVESTMENT  PAGE 


For  many  of  us,  investing  has  be- 
come more  than  a  spare-time  in- 
dulgence. We  need  to  plan  careful- 
ly to  send  our  kids  to  college  and  to 
finance  our  retirement.  The  massive 
sums  flowing  into  mutual  funds  under- 
scores this  new  era  in  personal  invest- 
ment. No  wonder  seven  of  the  books 
on  the  business  week  fist  of  business 
best-sellers  offer  investment  advice. 
One  of  them,  The  Beardstown  Ladies' 
Common-Sense  Investment  Guide,  has 
been  there  since  we 
started  the  list  in 
April,  1995.  The 
Beardstown  ladies' 
message:  You  don't 
need  to  be  a  Wall 
Street  whiz  to  suc- 
ceed as  an  investor. 
We  agree.  In  fact, 

BUSINESS  WEEK  has 

long  provided  its 
readers  with  a 
wealth  of  investment 
information,  from 
weekly  personal- 
finance  stories  to  our  twice-a-year 
"Where  to  Invest"  issues.  We  also  of- 
fer a  weekly  page  of  key  information, 
called  the  Investment  Figures  of  the 
Week  (page  189).  The  page  offers  a 
host  of  indexes,  ratios,  and  perfor- 
mance measures  designed  to  help 
you  make  sense  of  the  daily  gyra- 
tions of  markets  around  the  world. 

This  week,  we  are  introducing  an 
improved  version  of  this  page.  With 
the  help  of  Bloomberg  Financial 
Markets  and  Morningstar  Inc.,  Se- 
nior Writer  Jeffrey  M.  Laderman  su- 
pervised an  effort  that  makes  the 
page  more  timely  and  more  analyti- 
cal. Bloomberg's  most  prominent  con- 
tributions are  two  tables:  One  com- 
pares the  aftertax  yields  of  municipal 
bonds  with  Treasury  securities.  The 
other  tracks  the  flow  of  money  in 
and  out  of  specific  stocks  to  spot  po- 


We  have  added 
more  funds  to 
the  tables  and 
made  it  easier 
to  spot  leaders 
and  laggards 


tential  rebounds  or  declines.  We  h;« 
also  added  the  Bloomberg  Informal 
tion  Age  index,  which  tracks  100 
stocks  in  the  information  business. 
With  Momingstar's  help,  we  have 
added  more  mutual  funds  to  the 
weekly  tabulation  and  made  it  eas: 
for  you  to  spot  the  leaders  and  lag 
gards  in  different  categories. 

When  the  stock  market  is  focusei 
on  earnings,  as  it  is  now,  a  new  fe; 
ture  provided  by  First  Call  Corp. 

will  help  you  read  t 
trends.  At  the  point 
the  quarterly  earnin 
cycle  when  compani 
are  reporting  their 
earnings,  the  First 
Call  reading  will  tel 
you  by  how  much 
earnings  for  compa- 
nies in  the  Standarc 
&  Poor's  500-stock  i 
dex  are  exceeding  a 
alysts'  extimates.  F< 
other  points  in  the  < 
cle,  First  Call  will  t 
you  by  how  much  analysts  are 
changing  their  estimates. 

If  you  are  a  regular  follower  of 
our  previous  Investment  Figures  o 
the  Week  page,  you  may  want  mor 
information  on  the  statistics  and  he 
to  interpret  them.  Jeff  provides  a  c 
tailed  explanation  in  this  week's  Fi- 
nance section.  Copies  are  available 
free  if  you  write  to  us.  You  can  als> 
get  the  explanation  by  simply  send 
ing  an  E-mail  note  to  the  address  c 
the  page.  Alternatively,  you  can 
check  out  business  week  Online  ai 
America  Online  or  go  to  our  Web 
site — www.businessweek.com.  I  ho{ 
you  find  our  new  page  valuable. 


Editor-In- Ch; 
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ASTE  THE  WARMTH 


OF  FINE  COGNAC 


BLENDED  WITH  THE 


SMOOTH  PLEASURE  OF 


A  LEGENDARY  LIQUEUR. 


COGNAC 
LIQUEUR  , 

Taste  the  best  of  both  worlds.  J 


Readers  Report 


ON  LIGHTER  LAPTOPS  AND 
DROOPING  DRIVES  

In  your  comprehensive  report  on  the 
current  state  of  laptop  computers  ("An- 
nual guide  to  computers,"  Cover  Story, 
Nov.  4),  there  is  no  discussion  of  how 
much  the  various  laptops  weigh — which 
is  an  essential  element  when  you're 
lugging  one  around.  For  a  year,  I  used 
a  laptop  that  weighed  12  pounds  with 
all  the  necessary  accessories.  It  was  a 
nice  computer,  but  it  was  far  too  heavy 
for  a  traveling  woman  carrying  a  hand- 
bag and  carry-on  suitcase  in  addition  to 
the  computer. 

Now,  with  a  new  laptop — weighing 
in,  undressed,  at  4%  pounds— my  shoul- 
der doesn't  suffer  for  days  following 
my  trips.  A  computer  that's  too  heavy 
is  no  help  to  anybody. 

Julie  Osier 
New  York 

I  found  your  review  of 
Iomega's  Zip  drive  far  too 
rosy.  I'm  an  admitted  pro- 
peller-head, but  I  made  a 
mistake  when  I  fell  for 
the  marketing  of  the  Zip 
drive.  Its  claims  were  im- 
pressive— fast  access,  100 
megabytes  of  removable 
storage,  and  portability 
with  the  external  parallel 
model.  So  I  went  ahead 
and  bought  one. 

Very  shortly  after  try- 
ing to  use  the  product, 
however,  I  found  out  that  the  drive  was 
as  slow  as  any  floppy  drive  when  you 
factor  in  the  seek  time  and  that  initial- 
ization required  for  each  read/write 
session.  And  it  requires  you  to  reboot 
your  computer  before  you  add  or  re- 
move the  drive.  This  was  definitely  not 
plug  'n'  play.  The  last  thing  I  want  to  do 
is  reboot  the  computer  every  time  I 
want  extra  drive  space  or  access  to 
stored  files. 

Furthermore,  you  shouldn't  even  try 
to  use  backup  software  with  the  Zip 
drive  unless  your  backup  software  al- 
lows you  to  estimate  how  much  disk 
space  you  will  need.  When  the  disk  in 
the  Zip  drive  fills  up,  the  backup  pro- 
gram in  Windows  95  reports  that  the 
drive  won't  accept  another  disk  and 
trashes  the  100  megabytes  of  data  al- 
ready saved.  Then  it's  necessary  to 
start  over. 

The  drive  would  be  a  much  better 
product  if  Iomega  added  plug  'n'  play, 
increased  speed,  and  added  a  power 
switch  to  the  unit.  (Currently,  you  have 
to  unplug  the  power  adapter  to  turn  it 


off.)  Ranking  the  drive  for  usability,  I 
would  give  it  a  C-. 

Chris  Bledsoe 
Sterling,  Va. 

WHY  LOW  JOBLESSNESS 
DRIVES  UP  PRICES  

Kuttner  is  unconvincing  and  terribly 
misguided  in  his  attempt  to  discredit 
the  model  of  a  "natural  rate"  of  nonin- 
flationary  unemployment  ("There's  noth- 
ing 'natural'  about  5%  unemployment," 
Economic  Viewpoint,  Nov.  4).  He  cites 
the  prevailing  low  inflation  rate.  He  sug- 
gests that  inflation  is  not  likely  to  per- 
colate through  the  economy — despite  a 
tightening  of  local  labor  markets — be- 
cause the  prices  of  consumer  goods  are 
set  globally. 

Outside  the  ivory  tower — out  where 
the  rest  of  us  live — only  a  minority  of 
consumer  expenditures  are  for  items 
that  are  tradable.  Prices  for  housing, 
health  care,  child  care, 
restaurants,  dry  cleaning, 
and  many  other  things  are 
set  locally.  The  cost  of  dry 
cleaning  a  shirt  in  Mexico 
City,  or  of  a  meal  in  Mani- 
la is  irrelevant  to  price 
levels  for  corresponding 
purchases  in  the  U.  S. 

As  local  labor  markets 
continue  to  tighten,  wage 
levels  will  surely  rise,  and 
we  consumers  will  find 
that  our  dollars  buy  less 
of  the  goods  and  services 
we  consume  on  a  daily  basis. 

Paul  Weiskopf 
San  Francisco 

EXPORTS  CREATE  JOBS 

FOR  U.S.  WORKERS  

Your  excerpt  from  Michael  J.  Man- 
del's  book  The  High-Risk  Society  (Oct. 
28)  incorrectly  links  growth  in  export- 
ing to  the  increase  in  worker  anxiety  in 
America.  In  fact,  the  opposite  is  true. 
Companies  that  export  are  providing 
not  only  a  catalyst  for  growth  in  our 
economy  but  also  a  raft  of  stability  for 
workers. 

Exporting  plants  are  9%  less  likely 
than  others  to  shut  down.  They  gener- 
ate jobs  almost  20%  faster.  And  they 
compensate  their  employees  up  to  10% 
more  than  comparable  nonexporting 
companies,  according  to  a  study  by  the 
Manufacturing  Institute. 

While  entering  a  foreign  market  can 
be  risky  and  uncertain,  the  rewards  are 
many.  Most  important,  as  barriers  to 
trade  come  down,  the  ability  to  com- 


CORRECTIONS  &  CLARIFICATION 

In  "Annual  guide  to  computers"  (Cover  p 
ry,  Nov.  4),  a  table  on  page  140  gav€|n 
incorrect  price  for  the  Epson  Stylus 
printer.  The  usual  price  is  $379. 

Financial  figures  for  Cerion  Technoloras 
Inc.  were  reported  wrongly  in  "Aftene 
crash  at  a  diskmaker"  (Inside  Wall  Strl 
Nov.  11).  The  company  posted  revenue^ 
$28.2  million  and  net  income  of  $3.4  13- 
lion,  or  640  a  share,  in  1995,  based  onl 
million  shares  outstanding.  The  comply 
also  reported  cash  and  short-term  invft- 
ments  of  $9.6  million  as  of  Sept.  27, 1$. 


pete  and  succeed  in  the  global  mate! 
place  will  be  essential  for  workers'  res 
perity.  Rather  than  being  at  gr« 
risk,  export  workers  have  a  cruciap 
up  on  the  career  ladder. 

Howard  Lewi'II 
National  Associw 
of  Manufactiei 
Washinto 

GIVE  GENE  PATENTS 

A  CLOSER  LOOK  | 

Physicists  who  quantify  a  new  pp 
cal  law  are  not  granted  a  patenli 
their  discovery,  nor  are  chemists  fh 
discover  a  new  element  ("Who  own™ 
tree  of  life?"  Science  &  Technology,  fo 
4).  Why?  Because  a  patent  covers  sft 
thing  conceived  and  developed  by  a*e! 
son.  So  why  should  genetic  engirfei 
be  granted  patents  for  simply  loca| 
and  decoding  a  dna  sequences  in  a  I 
that  occurs  naturally?  Companiesar 
entitled  to  patent  protection  for  m 
inventions,  but  not  for  the  genes  ■ 
led  to  those  inventions. 

If  we  are  not  careful,  we  may  a 
subject  to  patent  infringement,  bee 
the  genes  so  arduously  being  pate 
today  are  found  among  all  of  us. 

Mike  Pug 
Foster  City,  ( 

LIGHTING  UP 

GE'S  GLASS  CEILING?  

I  found  the  General  Electric  Co.  1 
around  story  quite  amazing,  cons: 
ing  that  many  manufacturing  comp; 
are  finding  it  difficult  to  compete 
seivice  economy  ("Jack  Welch's  enc 
Cover  Story,  Oct.  28).  Then  I  rea 
the  point  where  the  story  descr 
Jack  Welch's  "would-be  heirs." 

Are  there  no  women  executive 
ge  who  have  a  chance  of  filling  Wt 


BUYER  BEWARE 

"I  found  your  review 
of  Iomega's  Zip  drive 
far  too  rosy.  I'm  an 
admitted  propeller- 
head,  but  I  made  a 
mistake  when  I  fell 
for  the  marketing  of 
the  Zip  drive" 
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Spend  more  on  selling  and  less  on  sending. 


/  spend  more  than  you  have  to  for  holiday  deliveries? 
tch  to  Priority  Mail™  from  the  U.S.  Postal  Service.  Priority 
I  two-pound,  two-to-three-day  packages  are  only  $3.  Two- 
FedEx9  is  about  $8  and  UPS  $6.  That  means  Priority 
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shoes?  Or  is  wearing  wingtips  a  pre- 
requisite for  becoming  an  "up-and-com- 
er"  at  ge?  Welch  may  be  able  to  re- 
make his  company  in  the  competitive 
service  industries,  but  it  sounds  as  if 
the  culture  of  the  manufacturing  "old- 
boys  network"  will  never  change. 

Anita  Parisot 
Boise,  Idaho 

DON'T  PRAISE 

THE  DAY  TRADERS  

The  article  on  day  traders  ("For 
them,  an  hour  is  long-term,"  Finance, 
Nov.  4)  was  strangely  silent  on  the 
harm  such  traders  are  inflicting  on  the 
stability  of  the  nasdaq  and  New  York 
Stock  Exchange  markets.  You  called  the 
practice  a  "craze"  but  then  suggested  it 
may  be  here  to  stay. 

Howard  M.  Fox 
New  York 

ROOTING  FOR 

THE  ELECTORAL  COLLEGE  

After  reading  "Electoral  college,  hail 
to  thee"  (News:  Analysis  &  Commen- 
tary, Nov.  4),  I  would  add  that  one  of 
the  great  strengths  of  the  Electoral  Col- 


lege is  that  it  makes  it  extremely  diffi- 
cult for  minority  parties  to  gain  a 
foothold  on  the  Presidency,  thus  helping 
to  preserve  the  two-party  system. 

Without  the  college,  we  would  have 
multiple  parties,  with  none  able  to  get  a 
clear  majority,  similar  to  what  happens 
in  some  European  countries. 

Willard  B.  Arnold  III 
North  Belgrade,  Me. 

EVEN  THE  RUSSIANS 

DON'T  INVEST  IN  RUSSIA  

Boy,  do  the  authors  of  The  Coming 
Russian  Boom  (Books,  Nov.  4)  have  it 
wrong.  They  forgot  to  look  at  what  the 
Russian  nomenklatura  class  is  really  do- 
ing. Over  the  past  decade,  the  elites  have 
taken  hundreds  of  billions  of  dollars  out 
of  Russia,  and  they  still  keep  them  in 
Swiss  bank  accounts  and  elsewhere. 

When  Russia's  rulers  begin  to  make 
investments  in  their  own  countiy,  then 
maybe  foreign  investors  would  be  more 
optimistic.  In  the  meantime,  foreign  in- 
vestors will  be  at  the  mercy  of  the 
nomenklatura,  who  control  the  system. 

Carl  Olson,  Chairman 
State  Department  Watch 
Washington 


GTE,  THE  BABY  BELLS, 
AND  THE  TELECOM  ACT  

Clarification  is  necessary  for  the 
ry  and  editorial  on  the  Bell  compaiss 
("Baby  Bells  are  bawling,"  Legal  f- 
fairs,  and  "Baby  Bells  should  walk  it 
talk,"  Editorials,  Nov.  4).  The  contend 
that  local  phone  companies  are  mounw 
a  frontal  assault  in  court  to  derail  p 
Telecommunications  Act  of  1996  isp 
correct. 

The  central  point  that  business  wi 
and  others  in  the  media  consistently  r 
is  that  nothing  has  stalled  the  act 
statutory  deadlines  for  establishing 
cal  phone  competition  are  unaffect 
The  act  establishes  a  clear,  unambi 
ous  timetable:  Agreements  for  netw 
hookups  must  be  completed  exactly  r 
months  from  the  date  that  a  request 
negotiation  was  received.  Regulat 
bodies  in  all  50  states  are  working 
implement  those  provisions.  The  neg 
ations  between  the  phone  companies 
new  entrants  on  hundreds  of  interc 
nection  agreements  are  continuing, 
are  the  state-led  arbitration  proceedi 
to  finalize  any  agreements  in  conflict 

Far  from  trying  to  stall  the  act,  < 


•p.  wants  to  see  the  statute  imple- 
nted  as  quickly  as  possible.  Inter- 
tation  of  the  statute,  however,  is  an- 
er  matter.  GTE  was  one  of  several 
lpanies  and  four  states  that  recently 
llenged  the  Federal  Communications 
nmission's  interpretation  of  certain 
visions  in  the  act  dealing  with  in- 
rjonneetion.  Specifically,  they  chai- 
red the  commission's  proposals  to  es- 
lish  federally  mandated  prices  for 
•astate  phone  service  and  to  force 
J  phone  companies  to  sell  their  ser- 
;s  below  cost  to  competitors.  Both 
its  clearly  violate  the  language  of 
act. 

lie  Appeals  Court  has  agreed  with 
position  and  stayed  that  portion  of 
commission's  rule-making,  pending 
iplete  review  in  January. 

Geoffrey  C.  Gould 
Vice-President 
Government  &  Federal 
Regulatory  Affairs 
gte  Corp. 
Washington 

t's  hard  to  muster  a  lot  of  sympathy 
the  Bell  operating  companies  when 
/  try  to  stall  competition  under  the 
icommunications  Act.  They're  cash- 
,  then-  access  to  research  and  devel- 
lent  is  unsurpassed,  and  through  their 
?nsive  billing  systems,  they  have 


enormous  potential  clout  in  marketing 
and  financial  services. 

On  the  asset  side,  most  of  their  in- 
stalled base  is  paid  for.  As  they  upgrade 
their  systems  by  adding  fiber  and  digital 
switching,  opportunities  to  offer  a  wider 
range  of  value-added  services  increases. 
Those  services,  plus  dramatic  increase 
in  call  capacity,  reduce  the  effective  in- 
cremental cost  of  a  phone  call  for  the 
provider  to,  well,  zero. 

The  best  solution — which  will  never 
happen — would  be  to  convert  the  in- 
stalled base  (wiring,  conduit,  rights  of 
way,  poles,  trucks,  installation  and  re- 
pair personnel)  to  shared  ownership 
among  all  service  providers  in  a  territo- 
ry. All  would  "buy  into"  the  system  with 
one-time,  prorated  payments  to  the  Bell 
company,  with  a  portion  of  those  pay- 
ments put  aside  to  subsidize  universal 
information  service  to  rural,  low-income, 
and  other  eligible  customers.  A  separate 
independent,  not-for-profit  entity  would 
operate  and  maintain  the  installed  base, 
free  from  shareholder  pressures. 

Most  of  the  disputes  taking  place  to- 
day would  dissolve,  the  issue  of  compen- 
sation would  be  settled,  and  the  Bells 
would  compete  on  equal  footing  in  ar- 
eas such  as  cellular  services,  Internet 
access,  open  video,  and  other  high-end 
services,  most  of  which  don't  need  wire 
under  the  street  anyway. 


By  the  way,  if  you  think  gte's  argu- 
ment about  takings  of  private  property  is 
getting  ugly,  just  wait  until  the  Federal 
Communications  Commission  tries  to'pre- 
empt  municipal  control  over  rights  of 
way  and  fees  for  street  excavations.  Re- 
member the  Contract  With  America  and 
unfunded  mandates?  You  will. 

Niels  Erich 
San  Francisco 


HOW  TO  REACH  BUSINESSWEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  and 

evening  phone  numbers.  We  reserve  the  right  to  edit 

letters  foi  clarity  and  space  and  to  use  them  in  all 

electronic  and  print  editions. 

Mail:  Business  Week,  1221  Avenue  of  the  Americas, 

39th  floor,  New  York,  NY  10020 

Fax:  (212)  512-6458 

Internet:  bwreader@mgh.com 

America  Online:  readersbw 

SUBSCRIBER  SERVICES 

For  individual  subscriptions,  corporate  subscriptions, 

renewals,  changes  or  problems,  and  single  copies. 

Phone:  (800)  635-1200  or  (609)  426-7500 

Fax:  (609)  426-7623. 

Internet:  bwhelp@mcgraw-hill.com 

COPYRIGHT  PERMISSIONS 

Before  quoting  or  reproducing  editorial  material. 
Phone:  (212)  512-4801 
Fa*:  (212)  512-4938 

BUSINESS  WEEK  ONLINE 

The  full  text  of  Business  Week  and  many  other  features 
are  available  on  America  Online.  For  information,  call 
(800)  641-4848  and  mention  Business  Week. 


Powered  By  Motorola  T 


Take  a  look  into  the  future.  It's  possible  today  with  Creative  Labs'  ShareVision  video  conferencing  system. 
This  revolutionary  and  affordable  communication  tool  allows  you  to  meet  face  to  face  with  users  around 
■f?      die  world.  And  it  operates  on  standard  telephone  lines  thanks  to  its  Motorola  DSP56002  digital  signal 
processor.  From  interactive  video  conferencing  to  automotive  sensors,  Motorola  powers  innovative  solutions  that  enable  your  success. 


Visit  us  at  http://www.motorola-powered.com/  or  call  1-800-521-6274  (Ref.  #196). 


M)  MOTOROLA 

Semiconductor  Products  Sector 


What  you  never  thought  hnssible™ 


Books 


THE  CLASH  OF  CIVILIZATIONS  AND  THE  REMAKING  OF  WORLD  ORDER 

By  Samuel  P.  Huntington 

Simon  &  Schuster  •  367pp  •  $26 

HATFIELDS  AND  McCOYS- 
ON  A  GLOBAL  SCALE 


You  can  almost  hear  the  war 
drums  beating.  "Civilizations  are 
the  ultimate  human  tribes,  and 
the  clash  of  civilizations  is  tribal  con- 
flict on  a  global  scale,"  says  Samuel  P. 
Huntington.  Thus  does  the  author  of 
The  Clash  of  Civilizations  and  the  Re- 
making of  World  Order  sum  up  his  un- 
derstanding of  the  motor  force  of  world 
history.  In  the  Harvard  University  pro- 
fessor's bleak  view,  wars  and  near-wars 
between  civilizations  are  facts  of  life, 
and  foreign  policy  professionals  who  ig- 
nore this  insight  do  so  at  their  peril. 

Argued  in  learned  but  often  rambling 
prose,  The  Clash  of  Civilizations  will 
surely  trigger  as  much  discussion  as  it 
did  three  years  ago,  when  a  much  short- 
er version  ran  in  Foreign  Affairs.  The 
book  deserves  the  attention,  because  it 


forces  readers  to  consider  just  how  com- 
plex and  fragile  the  world  is.  But  Hunt- 
ington, for  all  his  brilliance,  manages  to 
ignore  or  gloss  over  large  chunks  of 
history  and  current  events  to  make  his 
thesis  work. 

The  author  proposes  that  in  the  af- 
termath of  the  cold  war,  policymakers 
need  a  thorough  understanding  of  the 
major  civilizations.  These  include  Sinic 
(or  Confucian),  Japanese,  Islamic,  Hindu, 
Western,  Orthodox  (meaning  Orthodox 
Christian),  Latin  American,  and  African. 
Identify  the  "fault  lines"  where  these 
civilizations  come  into  conflict,  says 
Huntington,  and  you  have  the  trouble 
spots  of  the  New  World  Order.  Thus 
he  highlights  all  the  frontier  wars  be- 
tween Orthodox  and  Islamic  civiliza- 
tions,  including   Bosnia,  Chechnya, 


Afghanistan,  and  Azerbaijan.  These  ci- 
flicts,  says  Huntington,  follow  a  pattu 
of  expansion  and  contraction.  But  tly 
are  rarely  resolved  because  the  cci 
batants  belong  to  different  civilizatks 
that  can  never  see  eye-to-eye. 

A  corollary  to  this  argument  is  t« 
the  West,  because  of  self-absorption  w 
arrogance,  has  failed  to  see  how  scfc 
geopolitics  has  become.  To  Huntings, 
Francis  Fukuyama's  "end  of  histoij 
thesis,  which  says  that  Western  ear 
nomic  and  political  values  have  %i 
umphed,  is  bogus.  It  doesn't  matter  tjtt 
some  Muslim  youths  wear  blue  jeis 
and  listen  to  rap  music — they  probajl 
still  despise  the  U.  S.  He  also  mofi 
what  he  calls  "Davos  culture,"  a  rem' 
ence  to  the  Swiss  resort  where  evM 
year,  top  government,  financial,  and  m 
demic  leaders  from  dozens  of  countiis 
convene  to  think  great  thoughts.  ^ 
its  cultural  uniformity  and  consensus!)* 
economics,  Davos  creates  the  illusin 
that  the  world  is  much  more  Westej$ 
influenced  than  it  is,  says  Huntingri. 
Instead,  apart  from  a  tiny  elite,  moslj > 
the  world  ignores  or  hates  the  West»  .< 

Huntington  fleshes  out  his  thesis  vj| 
some  ominous  scenarios.  In  one,  he  p% 
diets   the    proliferation   of  nucLj 


THE  WEST,  SAYS  HUNTINGTON,  IS  BLIND 
TO  HOW  SCARY  GEOPOLITICS  HAS  BECOME 


tpons  in  Islamic  countries,  with  tech- 
igical  assistance  from  China.  The  re- 
,  could  be  a  Sino-Islamic  alliance 
inst  the  West. 

n  a  scenario  that  resembles  a  round 
the  board  game  Risk, 
itington  pursues  this 
i.  He  imagines  an  as- 
ive  China  going  to  war 
;010  with  Vietnam  over 
•eserves.  Vietnam  drags 
U.  S.  in  on-  its  side.  Hin- 
India  profits  from  the 
'usion  to  try  a  knockout 
v  against  Islamic  Pak- 
n,  but  China  comes  to 
istan's  aid.  At  the  end 
lis  hypothetical  war,  Al- 
a  has  nuked  southern 
nee,  and  the  Russians 
massing  for  an  attack  across  the 
it  Wall  and  onto  Beijing, 
■'s  so  terrifying  that  it's  easy  to  miss 
9  of  the  holes  in  the  book.  For  one 
g,  you  can  argue  that  internecine 
i  within  civilizations  is  the  real  dan- 
Many  scholars  think  the  two  World 
s  started  essentially  as  civil  wars 


THE 
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CIVILIZATIONS 
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inside  European  civilization.  Likewise, 
the  Chinese  civil  war  that  ended  in  1949 
produced  mass  carnage.  So  did  that  in- 
tra-Muslim  conflict,  the  decade-long 
Iran-Iraq  war. 

Another  problem  is 
Huntington's  dismissal  of 
business  as  a  force  of 
change.  He  scorns  the  idea 
that  the  availability  of  Big 
Macs  in  China  will  turn  that 
country  into  a  Western  bas- 
tion. It's  certainly  a  valid 
objection.  But  what  McDon- 
ald's Corp.  symbolizes — the 
intrusion  of  the  market 
economy  and  management 
discipline,  the  creation  of 
wealth  and  rise  of  con- 
sumption— is  in  fact  what  is 
changing  life  in  East  Asia.  That  doesn't 
mean  the  Chinese  will  end  up  just  like 
us,  but  they  are  getting  enmeshed  in  a 
global  effort  to  create  markets.  As  for 
those  hostile  Muslim  youths  in  blue 
jeans,  parts  of  Islam  are  more  integrat- 
ed with  the  market  economy  than  is 
generally  realized.  Turkey,  for  example. 


has  not  repudiated  its  major  ties  to  Eu- 
ropean manufacturers,  despite  the  suc- 
cesses of  fundamentalist  politicians. 

Finally,  two  ideas  of  Huntington's  dis- 
turb me.  One  is  that  the  West  had  bet- 
ter wise  up  and  stop  being  so  high-and- 
mighty.  Fine,  but  let's  not  crawl  away 
from  some  of  the  best  ideas  we  have  to 
export,  among  them  freedom  of  the 
press  and  religion,  the  right  to  protest, 
and  equality  between  men  and  women. 

Another  theme  that  emerges  is  Us 
vs.  Them — "them"  being  all  civilizations 
outside  the  West.  At  times  I  thought  I 
heard  Huntington  whispering:  "Watch 
out — They  have  guns,  and  They  are  out 
to  get  you."  Of  course,  it's  wise  to  keep 
an  eye  out  for  enemies.  But  it's  vital 
to  watch  for  friends,  too.  The  great  civ- 
ilizations, after  all,  have  not  destroyed 
each  other  yet  and  have  often  peace- 
fully exchanged  ideas  and  goods.  Per- 
haps Huntington  should  next  examine 
how  civilizations  cooperate  when  they're 
not  clashing. 

BY  CHRISTOPHER  POWER 
Power  is  BUSINESS  week's  Asian  Edi- 
tion editor. 
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THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusmess 
•  $20)  The  revenge  of  the  cubicle  dwellers. 

DOGBERT'S  TOP  SECRET  MANAGEMENT  HANDBOOK  by 

Scott  Adams  (HarperBusmess  •  $16}  Biting  observations 
from  a  top  dog. 
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THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Simon  &  Schuster  •  $24)  An  online  investment  duo 
puts  it  on  paper. 

HOW  TO  SUCCEED  IN  BUSINESS  WITHOUT  A  PENIS  by 

Karen  Salmansohn  (Harmony  •  $21)  Yes,  that's  really 
the  title. 

BEYOND  REENGINEERING  by  Michael  Hammer  (Harper- 
Business  •  $25)  In  the  "process-centered"  workplace, 
everyone  is  a  professional. 

INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore  (Harper- 
Business  •  $25)  Lore  on  marketing  mined  from  Silicon 
Valley. 

CLICKING  by  Faith  Popcorn  and  Lys  Marigold  (HarperCollins  • 
$26)  Spotting  trends  in  order  to  achieve  success  and 
personal  fulfillment. 
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THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 
THE  WAVE  3  WAY  TO  BUILDING  YOUR  DOWNLINE  by 

Richard  Poe  (Prima  •  $14.95)  Further  tips  on  network 
marketing. 

1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $8.95)  Give  them  a  champagne  brunch,  a  cas 
al-dress  day — or  plain  old  cash. 
FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managing 
your  time  by  balancing  your  life. 

GET  A  FINANCIAL  LIFE  by  Beth  Koblmer  (Fireside  •  $11) 
Hey,  Gen  X'ers — mutual  funds  and  mortgages  can  be  fun! 
GETTING  TO  YES  by  Roger  Fisher,  William  Ury.  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 

THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 
WAVE  3  by  Richard  Poe  (Prima  •  $14.95)  Quit  your  job  an< 
become  a  sales  entrepreneur  through  "multi-level  marketini 

J.K.  LASSER'S  YOUR  INCOME  TAX  1997  by  the  J.K.  Lass 
Institute  (Macmillan  •  $14.95)  What,  already? 

THE  1997  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The 
enduring  job-search  bible — with  a  new  resource  guide. 

THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDS 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan  W 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

BARRON'S  DICTIONARY  OF  FINANCE  AND  INVESTMENT 
TERMS  by  John  Downes  and  Jordan  Elliot  Goodman  (Barro 

•  $11.95)  What  is  an  oligopsony  anyway? 

BUFFETT  by  Roger  Lowenstein  (Main  Street  •  $14.95)  The 

life  and  wisdom  of  the  Oracle  from  Omaha. 

INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Books 

•  $19.95)  From  stocks  to  small  business — with  cartoons, 
to  boot. 


ai 
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business  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economic! 
management,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  reprl 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  October. 

Reviews  and  more  are  available  on  www.businessweek.com.  Click  on  BW  Plus 


HOT  TYPE 


IF  YOU  THINK  STOCK-PICKING  IS  AN  ART  AND 

not  a  science,  What  Works  on  Wall 
Street,  No.  7  on  this  month's  hardcover  best-seller  list,  may 
strike  you  as  unaesthetic.  But  you  ought  to  read  it,  anyhow. 
Author  and  investment  consultant  James  P.  O'Shaughnessy  has 
discovered  a  straightforward  way  to  test  the  success  of  an  in- 
vestment strategy — namely,  how  much  money  has  it  made? 

O'Shaughnessy  has  done  his  homework:  He  crunched  44 
years'  worth  of  numbers  from  the  Standard  &  Poor's  Compu- 
stat  database,  then  picked  portfolios  based  on  such  factors  as 
high  yield  and  low  price-earnings  ratios.  A  comparison  of 
his  results  with  what  you'd  get  from  a  portfolio  of  large-cap 
stocks  shows  which  strategies  succeed  over  the  decades  and 


which  are  just  flashes  in  the  pan.  What  Works  on  Wall  Str 
then  demonstrates  how  combining  certain  strategies  can 
prove  results  while  reducing  risk. 

No  one  investment  strategy  is  a  guaranteed  winner  ev 
year;  O'Shaughnessy's  numerous  charts  and  tables  make  tl 
plain.  And  if  you  expect  the  book  to  explain  how  to  dou 
your  money  in  six  months,  you'll  be  disappointed.  E 
O'Shaughnessy  shows  that  if  you  can  consistently  make 
formed  yet  dispassionate  investment  decisions  based  on 
strategy,  despite  a  bad  year  every  now  and  then,  you  c 
come  out  ahead  of  the  market  over  time.  And  hey,  h 
many  artists  can  say  they've  done  that? 

BY  FREDERICK  F.  JESPERSE 
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9erhaps  you're  attracted  to  comparing  insurance  prices 

ithout  making  twenty  phone  Calls,  or  trying  a  new  recipe  straight 
it  of  Bon  Appetit,  or  checking  flight  delays  Without  being  put  on  hold 
r  half  an  hour,  or  buying  stamps  Without  having  to  drive  to  the  post 

fice.  Microsoft  Internet  Exp  lot  is  just  a  click  away  on  your 

desktop  and  HsIpS  yOU  browse,  find  and  organize  stuff  on 
e  Internet.  Microsoft  Front  lets  you,  the  normal  person,  design 

d  manage  your  own  Web  site.  Microsoft  software  makes  it  easy  to 
t  around  and  get  organized  in  this  wild  world  so  you  can  skip  the  stuff  you 
n't  need  and  get  to  the  stuff  you  do,  like  finding  a  flower  shop  in  Milwaukee 
at  specializes  in,  say,  exotics.  (Try  www.ftd.com.) 


Microsoft 
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Technology  &  You 


BY  STEPHEN  H.  WILPSTROM  

HIGH-TECH  MAPS 
AREN'T  THERE  YET 


Tracking  devices  for 
travelers  must  be 
cheaper,  more 
accurate,  and  simpler 

Driving  to  work  one 
recent  morning,  I 
found  it  hard  to  keep 
my  eyes  off  the  laptop  on  the 
seat  next  to  me.  But  Wash- 
ington traffic  was  more 
clogged  than  usual,  so  I  had 
lots  of  chances  to  glance  over 
and  watch  a  green  arrow  on 
a  map  pinpoint  my  location 
as  I  crawled  down  Connecti- 
cut Avenue. 

I  was  using  my  commute 
for  a  rudimentary  test 
of  what  could  be  a 
handy  marriage  of 
cars,  computers,  J| 
map  software, 
and  the  satellite- 
based  Global  Posi- 
tioning System 
(gps).  It's  no  fan- 
cy trick  for  a  map- 
ping program  to 
take  the  data  gener- 
ated by  a  gps  receiver 
to  mark  and  track  your 
location  on  an  onscreen 
map.  And  one  big  barrier  to 
wider  use  of  GPS  has  fallen: 
You  can  get  the  Tripmate 
from  DeLorme  for  under 
$150  (800  452-5931).  Tripmate 
includes  DeLorme's  Street 
Atlas  4.0  cd-rom  mapping 
software  for  Windows  and  a 
battery-powered  gps  receiver 
that  plugs  into  a  serial  port 
on  your  laptop. 
PRECISION?  Unfortunately, 
while  gps  today  is  nifty  for 
folks  who  like  to  play  with 
gadgets  and  has  some  limited 
uses,  it  has  significant  draw- 
backs. To  become  a  mass- 
market  product,  <;ps  must  be- 
come easier  to  use,  more 


accurate,  and — especially — an 
integral  part  of  cars. 

I  tried  two  different  GPS 
setups,  the  DeLorme  Trip- 
mate  and  the  Compass  3800 
from  Chicago  Map  (800  257- 
9444),  a  $339  package  that  in- 
cludes Precision  Mapping  2.0 
Windows  software  and  a 
Garmin  gps  38  receiver.  Un- 
like the  Tripmate  receiver, 
the  handheld  Garmin  unit 
(about  the  size  of  a  TV  re- 
mote control)  has  a  data  dis- 


play that 
makes  it  usable  for  hiking 
and  other  outdoor  activities. 
In  addition,  the  new  editions 
of  Microsoft  Automap  Street 
Atlas  and  Trip  Planner  are 
GPS-ready. 

The  navigation  system  was 
designed  by  the  U.  S.  mili- 
tary for  ships  and  aircraft. 
(To  get  a  detailed  explana- 
tion of  exactly  how  gps 
works,  check  out  Trimble 
Navigation's  Web  site,  www. 
trimble.com/gps/.)  For  best 
accuracy,  a  gps  receiver  needs 
a  clear  line  of  sight  to  at 
least  four  of  the  24  satellites 
in  orbit.  That's  easy  for  ships 
and  planes,  but  cars  have  to 
deal  with  buildings,  terrain, 


even  trees  that  block  off 
much  of  the  sky. 

As  a  result,  gps  often 
works  worst  where  it's  need- 
ed most.  It's  O.  K.  in  open 
country,  where  you  can  pin- 
point your-  location  within  100 
meters  or  so.  But  in  built-up 
areas,  accuracy  plummets.  A 
500-meter  error  in  the  coun- 
try is  no  problem;  in  a  con- 
gested city,  you  may  be  lost 
if  you're  off  by  two  blocks. 
Several  times,  for  example, 
the  display  put  me  in  the 
middle  of  the  Potomac  River- 
as I  drove  along  its  banks. 
LAPTOP.  In  Japan,  where  the 
lack  of  a  street  numbering 
system   makes  navigating 
Tokyo  a  nightmare,  gps  sales 
have  been  slow.  Japanese  re- 
ceivers use  gyroscopes  to  cal- 
culate position  between  good 
satellite  fixes.  But  mechani- 
cal components  make  these 
receivers  very  expensive, 
more  than  $1,500.  A  possible 
solution  is  being  de- 
signed by  U.  S. 
chipmaker  siRF 
Technology, 
nmrcjm-        ]  si  R  F  has  de- 
signed  a  low- 
cost  system 
BP^^^^  that  it  says  can 

maintain  good  accuracy  for 
periods  when  it  can  see  only 
two  satellites — and  sometimes 
just  one. 

Lower  prices  and  higher- 
accuracy  are  necessary,  but 
not  sufficient,  conditions  for- 
giving gps  mass-market  ap- 
peal. Struggling  to  read  a 
laptop  screen  in  bright  day- 
light while  trying  to  find  your 
way  through  strange  streets 
is  something  only  the  truly 
gadget-hungry  will  want  to 
do.  But  a  cheap,  accurate, 
and  simple  system  with  a 
dashboard  map  display  would 
be  attractive  in  cars.  Pilot 
systems  are  being  offered  by 
Hertz  and  Avis  in  some  loca- 
tions, and  I  expect  a  major- 
auto  maker  will  offer  a  gps 
option,  though  perhaps  not 
before  the  1999  model  year. 
For  most  people,  this  is  a 
technology  that's  not  quite 
ready  today,  but  the  future 
is  tantalizing. 
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DRIVES 
ZIPS  ON  TRIPS 

The  Zip  drive,  the  100- 
megabyte  superfloppy  from 
Iomega  (800  697-8833),  h 
new  traveling  shoes.  The 
9-ounce  Zip  Unleashed  bat 
tery  pack  is  a  rechargeable 
unit  that  promises  to  powe 
Zip  drive  for  two  to  three 
hours.  The  power  pack  atta 
es  to  the  Zip  drive  case  wit 
^^^^  plastic  clip  to  for 
V  a  convenien 


package. 
Also  new  from 
Iomega:  a  $99  scsi  adapter  I 
notebooks.  The  adapter  pro] 
vides  a  faster  link  than  a 
standard  serial  port  and  co 
nects  a  Zip  drive  or  a  cd-ro 
Macintosh  PowerBook  owne 
need  only  an  adapter  cable 
hook  up. 

NETWORKING 
MACS  TALK  TO  WINDOWS 

It  has  always  been  easy  to 
Macintoshes  to  talk  to  one 
another  on  a  network.  And 
Windows  95  has  made  sim 
networking  almost  as  easy 
pes.  But  getting  Macs  and 
Windows  pes  to  talk  has  be 
a  challenge.  If  you  have  an 
Ethernet  or  Token  Ring  net- 
work in  place,  pc  maclan  for 
Windows  95  from  Miramar 
Systems  (805  966-2432) 
makes  it  a  snap  to  bridge  t 
communications  gap.  The 
software  ($195  per  pc,  inclu 
ing  support  for  up  to  10 
Macs)  takes  just  minutes  t 
install.  Once  it  is  set  up  on 
Win95  machine,  all  tne  Mac 
on  the  network  can  start 
sharing  printers  and  excha,. 
ing  files  as  though  they  wen 
right  there  on  the  desktop. 


0UESTI0NS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Business  Week — the  perfect  holiday  gift  for  your  staff,  colleagues,  clients 
and  friends.  Anyone  who  cares  about  business  will  appreciate  receiving  the 
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Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


ANOTHER  PESO  DISASTER 
MAY  RE  WAITING  IN  THE  WINGS 


PLOYS: 

Mexico's 
bankers  think 
that  artificially 
boosting  the 
peso  will  draw 
foreign  capital 
and  combat 
inflation.  True, 
but  growth  is 
compromised 


Rudi  Dombusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Technology 


You'd  think  that  the  1994  economic  crisis 
would  have  taught  Mexican  policy- 
makers a  lesson:  Stay  far  away  from 
currency  overvaluation  or  risk  financial  melt- 
down. But  no.  The  same  strategy  that  led  to 
that  disaster  is  being  used  again.  Instead  of 
being  allowed  to  float  lower,  the  peso  is  being 
held  artificially  high  to  attract  foreign  capital 
and  combat  high  inflation. 

If  market  forces  had  their  sway,  a  country 
with  high  inflation  would  see  its  currency  de- 
preciate. Otherwise,  the  country  would  be- 
come uncompetitive  in  world  markets,  export 
growth  would  slow,  and  imports  would  ex- 
plode. Foreign  trade  would  then  become  a 
drag  on  growth.  This  is  precisely  what  hap- 
pened in  Mexico  last  time,  ami  it  is  happening 
again  today. 

By  conventional  purchasing-power  parity 
measures,  Mexico's  competitiveness  today  is 
only  about  20%  better  than  in  1993.  Over  the 
past  year  and  a  half,  its  competitiveness  has 
been  shrinking  rapidly.  Indeed,  it  is  barely 
enough  to  keep  the  economy  expanding.  It  is 
definitely  not  sufficient  to  spark  high  growth 
and  job  creation. 

Why  can't  Mexican  authorities  keep  their 
country  competitive  by  allowing  the  peso  to 
depreciate  at  the  pace  of  inflation?  One  an- 
swer is  that  an  overvalued  currency  attracts 
foreign  capital.  Mexico's  industries  may  be 
going  under  from  loss  of  competitiveness,  but 
its  bonds  are  popular  because  of  high  interest 
rates  set  by  the  Bank  of  Mexico.  The  result  is 
a  cycle  of  high  interest  rates,  imports  of  cap- 
ital, and  further  overvaluation  of  the  peso. 
The  ensuing  erosion  of  competition  then 
gnaws  at  economic  growth  and  employment. 
OBSESSIVE.  It  would  be  better  to  be  less  ob- 
sessive about  fighting  inflation  and  to  seek 
long-term  solutions  to  generating  domestic 
capital.  Why  is  this  so  hard  for  policymakers 
to  accept,  especially  given  Mexico's  recent 
disastrous  experience? 

There  is  a  second  reason  for  the  high-peso 
strategy.  An  overvalued  peso  lowers  import 
costs,  thus  slowing  inflationary  pressures. 
With  inflation  in  check,  workers  will  accept 
slower  increases  in  wages,  again  curbing  in- 
flationary forces.  From  a  perspective  of  infla- 
tion fighting,  holding  the  exchange  rate  works. 
But  this  seemingly  virtuous  cycle  hurts  in- 
ternational competitiveness  and  trade.  An 
overvalued  peso  means  that  Mexican  exports 
become  increasingly  expensive  and  imports 


get  cheaper.  This  is  what  has  been  happen* 
over  the  past  year.  The  trade  advantage  fru 
the  100%  devaluation  of  the  peso  in  1994  si 
1995  has  been  dissipating  month  by  monii. 
Mexico's  big  trade  surplus  is  beginning© 
shrink  fast  and  will  soon  disappear. 

A  third  reason  for  a  high-peso  strategy 
cuses  on  financial  balance  sheets.  Mexidti 
banks  are  the  walking  wounded,  and  corjj- 
rations  are  not  much  better.  The  best  ciie 
for  both  of  them  is  low  interest  rates.  B§ 
how  can  an  open,  high-inflation  economy  sip 
as  Mexico's  have  low  rates?  The  answer  isjto 
have  rates  that  are  moderate  relative  fy, 
Mexican  inflation.  That  means  relatively  hijfe 
nominal  rates  but  zero  real  rates.  That  sji' 
gives  Wall  Street  returns  of  25%  until  fi- 
ther  notice  and  allows  Mexico  to  start  grow- 
ing again. 

HALF-BAKED.  Mexico's  central  bank  has  « 
monized  inflation  to  a  point  where  it  camit 
cut  loose  from  its  own  rhetoric.  There  is  pll 
ty  of  evidence  that  extreme  inflation— 2<& 
per  month — is  devastating  for  growth.  Et 
more  relevant,  is  the  overwhelming  suppit 
for  the  contention  that  moderate  inflation  I 
say,  20%  per  year  does  not  interfere  w| 
growth.  True,  it  would  be  better  to  hae 
none.  True,  it  should  be  brought  down  o\l 
time.  But  it  is  not  the  single  overriding  issr. 
Growth,  jobs,  and  political  stability  are  justs 
important,  and  they  do  not  thrive  when  coj?! 
petitiveness  is  sacrificed  for  balance-shet 
manicures. 

So  Mexicans  wait  for  then  overvalued  pel 
"to  be  hit  again"  in  the  foreign-exchange  m>- 
kets  while  the  internal  policy  debate  revolve 
around  half-baked  ideas  about  credibility.  T- 
prospects  for  strong  growth  are  bleak.  Tpj 
standard  line  of  central  bankers  and  nan 
money  gurus — zero  inflation  is  the  only  staej 
inflation — is  just  not  true.  Countries  wil 
moderate  inflation  around  the  world  hapt 
managed  to  achieve  gradual  reductions  witj-j 
out  either  compromising  the  credibility  f 
that  strategy  or  sacrificing  growth.  Country 
such  as  Finland,  Japan,  and  Switzerlar, 
which  took  the  zero-inflation  propaganda  t> 
seriously,  are  now  flat  on  their  backs.  Mexi) 
must  cut  loose  from  the  fiction  and  get  ba| 
to  life.  It's  time  for  Mexico  to  have  a  nc 
team  in  the  central  bank.  The  present  ere 
shows  no  signs  of  learning  from  the  pai[ 
understanding  the  present,  or  preparing  1' 
the  future. 
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Do  You  Like  Waiting  Mdnths 
Fdr  Ydur  New  Ndtebddk? 


Apparently,  Dur  Competitors 
Th  i  n  k  Yo  u  Do. 


START 


Would  you  rather  be  reading  about  a  top  notebook  or  working  with  one? 
If  you  prefer  working  instead  of  waiting,  one  of  the  nation's  top  3  mobile  livegear 
Mi  '11  11  fll^M   comPuter  manufacturers  has  good  news  tor  you:  The  TI  TravelMate"'  6000 

series.  It's  got  the  performance  and  flexibility  you  need:  up  to  150MHz  Pentium"  processor, 
6-way  modular  media  bay,  Zoomed  Video,  Windows  NT,®  up  to  1.35GB  hard  drive,  32MB 
LAM,  weight— 6.0  lbs.  And  because  we  listen  to  your  needs,  it's  available  when  J/l 
ou  need  it  most:  Now.  For  more  information,  don't  wait  another  second.  Call  TEXAS 
-800-TI-TEXAS,  E-mail:  2ti@msg.ti.com  Internet:  http://www.ti.com/notebook  INSTRUMENTS 


THINGS 


Internet 
Explorer 


Specifications  depending  on  model.  Ranking  source:  IDC  2Q  1996.  "Start  Doing  Extraordinary  Things"  and 
livegear  are  trademarks  anil  TravelMate  is  a  registered  trademark  ol  Texas  Instruments.  Pentium  and  the  Intel 
Inside  logo  are  registered  trademarks  of  Intel  Corp  The  Genuine  Microsoft  Products  logo  is  a  trademark  and 
Microsoft,  Windows,  Windows  NT,  and  the  Windows  logo  are  registered  trademarks  ol  Microsoft  Corp.  ©  1 996  TI. 


Tomorrow's  brush  wars  will  be  instant  and  unpredictable. 

The  U.S.  Army  needs  a  bat-out-of-hell,  turn-on-a-dime  reconnaissance/attack  helicopter 
with  a  skin  of  space-age  composites,  an  array  of  stealth  technologies,  and  a  suite  of  electronic 
equipment  that  can  memorize  an  entire  battlefield  in  a  matter  of  seconds. 

And,  of  course,  the  requisite  firepower. 

The  machine  is  Comanche  —  the  U.S.  Army's  21st-century  helicopter,  developed  by 
Sikorsky  and  Boeing. 

Soon  Sikorsky  and  its  partner  will  take  great  pride  in  saying,  "Mission  accomplished." 
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Economic  Trends 


BY  GENE  KORETZ 

AN  UPDATE  ON 
DOWNSIZING . . . 

Job-cutters  turn  into  job-creators 

The  bad  news  for  U.  S.  workers,  at 
least  on  the  surface,  is  that  the 
huge  wave  of  corporate  restructuring 
and  downsizing  that  first  roiled  labor 
markets  in  the  1980s  still  shows  no  sign 
of  losing  steam  this  year.  The  good 
news:  It  is  being  accompanied  by  a  ris- 
ing tide  of  job  creation — not  only  in  the 
overall  economy  but  also  among  many  of 
the  same  companies  that  have  been 
eliminating  positions. 

Outplacement  firm  Challenger,  Gray 
&  Christmas  Inc.,  which  tracks  layoff 
announcements  by  U.  S.  employers,  re- 
ports 47,911  job  cuts  in  October — up 
62%  from  September  and  16%  from  Oc- 
tober, 1995.  With  a  total  of  410,208  so 
far  this  year,  announced  cuts  are  run- 
ning 20%  above  last  year's  pace. 

To  many  observers,  the  persistent 
strength  of  such  cuts  is  something  of  a 
surprise — particularly  in  light  of  the  low 
unemployment  rate  and  reports  of  spot 

COMPANIES  ARE  STILL 
CUTTING  JOBS 

500   

ANNOUNCED  JOB  CUTS 


1995*  1996* 

▲  THOUSANDS  OF  JOBS  'FIRST  TEN  MONTHS 

DATA:  CHALLENGER,  GRAY  &  CHRISTMAS  INC. 

labor  shortages  around  the  nation.  In- 
deed, according  to  the  American  Man- 
agement Assn.'s  latest  survey  of  major 
U.  S.  companies,  about  49%-  eliminated 
jobs  in  the  12  months  ended  last  June, 
slightly  above  the  levels  in  most  years 
of  the  current  economic  expansion. 

The  new  AMA  survey  does  indicate, 
however,  that  the  degree  of  job  elimi- 
nation within  companies  has  diminished 
a  bit — averaging  only  7.1%  of  work- 
forces, the  lowest  number  in  six  years. 
And  nearly  two-thirds  of  companies  cut- 
ting jobs  also  added  positions  in  other 
areas,  so  that  27%  realized  a  net  gain  in 
employees,  and  15%  reported  no  net 
change  in  workforces. 

The  dramatic  upswing  in  job  creation, 


in  fact,  is  the  most  encouraging  aspect 
of  the  latest  survey.  The  average  work- 
force of  all  companies  grew  by  a  healthy 
6%  during  the  survey  period.  And  with 
the  average  net  decline  among  job-cut- 
ters down  to  0.7%,  "downsizing  has  be- 
come something  of  a  misnomer,"  says 
Eric  Rolfe  Greenberg,  ama's  director  of 
manageinent  studies. 

"Rather  than  simply  cutting  jobs," 
he  says,  "companies  are  increasingly  re- 
distributing their  workforces  to  meet 
today's  complex  and  rapidly  shifting 
market  demands." 


. . .  AND  HOW  IT  IS 
PAYING  OFF 

Profit  and  productivity  gains  lag 

While  staff  cutbacks  continue  to  be 
a  way  of  life  for  Corporate  Amer- 
ica, there  is  still  no  evidence  that  such 
actions  are  highly  likely  to  pay  off  in 
rising  worker  productivity  or  profits  in 
future  years.  Based  on  an  analysis  of 
its  annual  surveys,  the  ama  finds  that 
only  30%  of  companies  implementing 
job  cuts  since  1990  reported  an  increase 
in  worker  productivity  over  the  next 
year,  and  only  40%-  report  an  increase  in 
subsequent  years. 

Similarly,  just  45%  of  job-cutters  ex- 
perienced a  rise  in  operating  profits  in 
either  the  year  following  a  workforce 
reduction  or  over  the  longer  term.  And 
though  those  that  lowered  their  operat- 
ing expenses  often  reported  an  immedi- 
ate rise  in  profits,  they  fared  no  better 
over  the  long  term  than  companies 
whose  expenses  rose  in  later  years. 

Is  there  a  way  to  buck  these  negative 
odds?  The  ama  reports  that  companies 
that  raised  their  long-term  training  bud- 
gets after  job  cuts  were  75%  more  like- 
ly to  show  increased  earnings  and  near- 
ly twice  as  likely  to  improve  worker 
productivity  as  those  that  shaved  train- 
ing outlays.  Unfortunately,  just  32%  of 
job-cutting  companies  saw  fit  to  boost 
such  investments  in  human  capital. 


GOBBLING  UP 
GERMAN  GOODS 

East  Europe's  appetite  is  growing 

A crucial  contributor  to  Germany's  ex- 
port-led recovery  next  year  will  be 
Eastern  Europe,  predicts  economist 
Ralph  Suppel  of  J.  P.  Morgan  &  Co. 
While  overall  German  export  growth  has 


slowed  from  a  double-digit  pace  in  nri 
1994  to  a  projected  4%  this  year,  Eal 
ern  Europe's  appetite  for  German  go* 
has  been  expand-  § 
ing  at  a  robust      A  BIG  LIFT  FROM 
15%  annual  rate      EASTERN  EUR0PI 

for  four"  years  and    t.5  1 

shows  no  sign  of 
slackening. 

One  factor  be-  10 
hind  the  boom  is 
the  close  economic 
ties  Germany  has 
established  in  the  1 
region,  bolstered 
by  heavy  direct  „ 
foreign  investment      total  german  exports  to 
and  of  course  p-e-        £XP0RTS  "STERNEUR0 

auu,  ui  LULUse,  'MAINLY  POLAND.  HUNGARY. 

ographical  proxim-  czech  republic,  and  russi 
ity.  Another  is 
Germany's  favorable  product  mix  of  c 
ital  goods  and  motor  vehicles,  ite 
high  on  Eastern  Europe's  shopping  1 
Already,  Eastern  Europe — notal 
the  Czech  Republic,  Hungary,  Pola: 
and  Russia — is  importing  as  large 
share  of  German  exports  as  such  ma 
trading  partners  as  France  or  Italy.  A 
with  the  region's  long-term  growth  r; 
running  at  twice  the  pace  of  West* 
Europe,  Suppel  expects  it  to  accoi 
for  a  fourth  of  Germany's  overall 
port  gains  in  both  1996  and  1997. 


THIS  U.S.  EXPORT 
STANDS  TALL 

Financial  services  thrive  oversea 


If  there's  any  area  in  which  Amer 
appears  to  have  a  clear  competit: 
advantage,  it's  financial  services.  Yet 
ported  U.  S.  trade  surpluses  in  finan* 
services  in  recent  years  have  been 
most  unbelievably  small — a  mere  $ 
million  in  1994,  for  example. 

Not  anymore.  Based  on  a  new  surv 
of  financial-services  providers  and  f 
eign  sources,  the  Bureau  of  Eeonor 
Analysis  recently  revised  its  data  c 
lection  to  keep  pace  with  industry  git 
alization  and  fast-moving  technologi 
change.  In  the  process,  it  eliminate* 
lot  of  double-  and  triple-counting  of 
tracompany  transactions,  and  added  c< 
erage  of  nearly  a  dozen  new  types  of 
nancial  services  to  the  trade  data. 

The  result  of  this  statistical  spa* 
work:  The  trade  surplus  in  financial  si 
vices  for  1994  was  raised  tenfold,  fr< 
$400  million  to  $4  billion,  and  the  si 
plus  for  1995,  which  would  have  come 
at  $800  million  if  calculated  the  old  w 
was  estimated  at  $4.4  billion. 
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Isn  t  it  time  your 
business  roared? 


A  jungle.  The  most  fitting  business 
metaphor.  Wherein  you're  either  the 
roaring  predator,  or  one  of  the 
hunted.  Unless  you  consider 
an    information  technology 
partner  like  TCS.  Who'll  help 
you  earn  your  stripes. 
Over  25  years.  Through  40  offices. 
In  50  countries.  Over  7,000  TCS-ers 
engage  in  creating  a  cluster  of  innovative 
solutions.  In  diverse  areas  of  business  and 


industry.  Through  options   like  fixed   price  onshore  and 


offshore   software   contracts.    In   areas   like   greenfield   developments   in   Object  Oriented 


Methodologies,  Client-Server.  Electronic  Commerce,  Re-engineering,  Migration  and  Y2K  Solutions. 


We're  already  information  technology  partners  to  corporations  like  Ameritec,  Fidelity,  GE,  HP, 


Nortel,  Southern  California  Gas  Co.,  Tandem  and  USF  &  G  amongst  others.  So  if  the  next 


millennium  has  you  concerned,  partner  TCS  and  roar  like  a  big  cat. 

Tata  Consultancy  Services 

Information  Technology  partners 

Or  end  up  being  a  squeaking  prey.  through  2000 


more  information  contact:  Mr.  Baru  S  Rao,  Tata  Consultancy  Services.  33  Wood  Avenue.  Isehn.  New  Jersey  08830.  U.S.A.  Tel:  (908)  603  0424.  Fax:  (9081  603  0279.  MCI  ID:  363  8907 


he. trick  is  to  build  it  light  enough  and  durable 

irt   -  i*       I' 1    . 1    ...  4.  ■  '     «•  .     ......  ....... 


<    enough  that  it  can  be  flown  in  by  helicopter. 
Or  shipped  by  truck.  Or  dismantled  and  carried 


in.  That's  where  an  Amoco®  material  called 


BUILD  A  BRIDGE  THAT 


PIA*  comes  in.  It 
allows  bridge- 


CAN  BE  DROP-SHIPPED  aSKS* 
VYWHERE  IN  THE  W)RIJ>?Z^ 

H  IGT  A  CIS  A  JIJlrt/Vl  ^nequaled  properties: 
VUtf  f  ilafl  Aifrfl/l^lA  incredibly  strong  yet 
f~         '  "  lightweight,  with  corrosion,  humidity  and  insect 

infestation  resistance  built  in.  Bridges  can  now  be 
,     \  prestressed  and  preconstructed  for  easy  trans- 

portation. Anywhere. 

That's  how  two  pedestrian  bridges  -  40  feet 
and  80  feet -  were  installed  near  the  dazzling 
Waimoku  Falls  in  Maui,  Hawaii,  without  disturbing 
the  surrounding  flora  and  lava  rock  formations. 
/ ,  ~  ^eS%kt^K-  Today,  Amoco  is  one  of  America's  top  ten 

7     *     hy>  producers  of  quality  chemicals  and  plastics.  As 

v//  ^  / ;  ;  -    a  result,  We  can  help  our  customers  innovate 

iz-f..^  in  such  varied  fields  as  construction,  fibers, 

electronics,  medical,  automotive  and  other 
V-  industries  on  the  leading  edge  of  technology. 

fe> ;#  Take  the  high  road,  call  (800)  621-0626, 

W'M^^- -I    v/  .  ext.  815.  We'll  help  you  innovate.  # 


Amoco  Chemicals 


fPIA  (purified  isopbtjialfcacid) 


Letter  From  Dubai 


NEW  NOOR  ELECTRONICS 
1  1'  1  J   I  1  I 


NEW  NOOR  ELECT 

m 


DUTY-FREE  LOOT 

The  worst  job  at  the  airport: 
hoisting  refrigerators  into  jet 
says  a  baggage  handler 


EDITED  BY  SANDRA  DALLAS 


THE  MALL 

OF  THE  MIDDLE  EAST 


Susan  Shaver  comes  to  Dubai  to  buy 
bras.  In  strictly  Islamic  Saudi  Ara- 
bia, where  the  Canadian  nurse 
works,  purchasing  lingerie  is  a  time-con- 
suming task.  Shaver  dons  a  head-to-foot 
black  cover,  and  then,  because  women 
aren't  allowed  to  drive,  she  hires  a  taxi 
to  go  to  the  store.  Tiying  on  garments 
there  is  forbidden,  so  Shaver  guesses  at 
the  size.  Then  she  takes  a  taxi  home.  If 
the  fit  is  off,  she  must  repeat  the  whole 
process. 

Dubai  is  different.  Superdeluxe  shops 
stock  everything  from  hair  dryers  to 
Hermes  scarves.  Nearly  all  of  it  is  duty- 
free, and  prices  are  a  fraction  of  those 
elsewhere  in  the  region — that  is,  if  the 
merchandise  is  available.  Dubai  is  Islam- 
ic, too,  but  its  population  is  80%  foreign. 
There's  a  tolerant  air.  Tourist  brochures 
are  quick  to  inform  women  that  they 
can  move  about  freely.  "I  could  be  in 
Toronto,"  Shaver  says.  "Nothing  is  closed 
for  prayer." 

For  merchandise-starved  expatriate 
workers  such  as  Shaver,  plus  Arabs  from 
all  over  the  region  and  the  new  entre- 
preneurs of  the  former  Soviet  Union, 
this  teeny  emirate  has  become  the  mall 
of  the  Middle  East.  Shoppers  jet  in  to 
splurge  at  thousands  of  shops,  spending 
about  $2.4  billion  a  year,  by  conserva- 


tive estimates.  It  seems  no  accident  that 
Dubai  is  pronounced  "do  buy." 

The  spree  starts  as  soon  as  visitors  ar- 
rive at  the  airport,  queiying  in  a  babble 
of  tongues:  "Duty-free?  Where  is  the 
duty-free?"  Forget  such  trifles  as  sav- 
ing a  buck  or  two  on  a  bottle  of  Scotch  a 
la  tourists  on  their  way  home  to  the 
U.  S.  This  is  serious  consumption.  A 
Finnish  businessman  plunks  down  $1,527 
for  a  Rado  watch.  Another-  spender  buys 
a  $139  ticket  for  a  l-in-1,000  chance  to 
win  a  Porsche  or  a  Mercedes.  Raffles 
are  held  as  soon  as  1,000  tickets  are  sold, 
usually  several  times  a  month.  Gold  bars 


TURKEY 


ARMENIA  'YYh 
AZERBAIJAN 


IRAQ 


RKMEN 


IRAN 


KUWAIT 


at  $1,470  are  big  sellers;  overa 
gold  accounts  for  18%  of  airpo 
duty-free  purchases. 

At  the  other  end  of  the  shoppin 
spectrum  is  powdered  milk:  200  tor 
are  sold  annually.  In  between,  thei 
are  telescopes  (popular  with  Frenc 
tourists)  and  frozen  chickens,  whit! 
defrost  just  in  time  for  roasting  1 
Bombay.  Toblerone  chocolate  bal 
sell  by  the  case.  TVs  are  on  sal: 
too,  but  none  bigger  than  19-inc 
models  these  clays — after  the  airlii 
ers'  overhead  baggage  compar, 
ments  cried  uncle.  Employees  at  tl 
airport  store  automatically  restoc; 
pistachios  when  Asian  flights  depart,  ar: 
shampoo  after  Teheran-bound  passengei 
clear  out  then-  shelves. 
40  MILLION  WATCHES.  A  Russian  carrk 
is  arranging  for  Seychelles-bound  pa, 
sengers  to  leave  shopping  lists  at  tl 
aiiport  en  route,  then  pick  up  the  fille 
orders  on  their  return.  Thanks  to  a  cros 
roads  location,  some  of  the  world's  cheat, 
est  liquor,  and  a  lot  of  "Fly-Buy-Duba 
promotions,  the  airport  alone  had  $11 
million  in  duty-free  sales  last  year,  d 
19%  from  1994.  Retail  space  there  wilv 
increase  fourfold,  to  96,900  square  fee1 
by  1999,  part  of  a  $500  million  expansic 
program. 

The  aiiport  is  just  the  first  stop  for  a 
rious  shoppers.  The  2.5  miles  of  silk< 
smooth  now  highway  leading  to  down 
town  Dubai  are  lined  with  applianc 
outlets,  sources  for  anything  from  dri 
presses  to  car  tires.  Yes,  that  is  a  J.  (yj 
Penney 's  rising  from  the  desert.  Ovajj 
there  is  Ikea,  an  outpost  of  the  Swedish 
home-funiishings  chain.  Those  boutique! 
carry  expensive  black  robes  and  hawfc 
couture  pocketbooks  for  the  Saudi  ladiei 

Downtown,  400  shops  make  up  tbi 
gold  souk.  They're  filled  with  dazzlir* 
Indian  wedding  pendants,  Italian  chain 
and  lots  of  watches.  Dubai,  with  a  popt 
lation  of  about  500,000,  imports  40  milliol 
watches  a  year.  Near  the  waterfronj 
where  wooden  dhows  loaded  with  eled 
tronics  sail  for  Iran  and  the  Indian  sulJ 
continent,  there  is  the  aiiything-you-caij 
plug-in  bazaar.  It  throbs  with  haggler 
bargaining  over  CD  players,  air'  cond 
tioners,  and  food  processors — one  dj 
which  will  soon  be  slicing  and  dicing  rli 
my  kitchen  in  Cairo.  At  $105,  it  wah 
$140  less  than  in  Egypt. 

The  future  should  bring  only  more  eorjj 
sumer  bliss  to  Dubai,  second-largest  ffl 
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Switch 


□    NEC's    INTEGRATED  PLATFORM 


Today's  new  technology  buyers  need  more 

tan  traditional  PBX  technology-  Their 

>rnpanies  require  strategic  answers  to 
he  complex  challenges  ol  the  90s. 

EC  provides  these  technology 

ilutions  with  its  NEAX""  Family  of 

tegrated  communications 

atforms:  the  NEAX  2000  1VS 

tegrated  Voice  Server)  and 

EAX  2400  ICS  (Integrated 

Dmmunications  System).  These 

rsatile,  powerful,  open  platforms 
I  fer  the  state-of-the-art  modularity, 
i  igradeabihry  and  changeability 

at  today  's  businesses  need  while 
i  oviding  versatile  multiple-media 

egration.  Through  modular 

sign  and  flexible  architecture 

;se  highly  reliable  platforms  form 
s ;  nerve  center  for  integrated 

ice,  data,  video  and  image 

:hnology  solutions  to  meet  today's 

siness  demands  and  tomorrow's 

portunities.  Multiple  media  for 

lltiple  results. 


What's  more,  they  provide  for  all  types  and  sizes 
of  businesses  with  an  integrated  gateway  to 
NEC's  innovative  application  solutions  — 
|$y     CTI  and  OAI  applications  designed  to  help 
departments,  strategic  workgroups,  and 
individual  users  cut  costs,  increase  revenue 
and  improve  customer  service.  In  other 
words,  achieve  breakthrough  productivity 
throughout  the  entire  organization. 

To  make  the  switch  to  NEC's 
powerful  and  versatile  NEAX  and  Electra 
Professional IM  communication  systems 
and  their  innovative  application  solutions, 
contact  your  local  NEC  associate,  call  us 
at  1  800  TEAM  NEC  or  visit  our  website 
at:  http://www.nec.com 


Linking  people  with 
information  through 


A  number  so  powerful 
it  can  stop  fires,  floods  anc 
speeding  bullets. 

Too  bad  it  can't  save  you 
rom  the  competition. 


You  know  who  to  call  if 
your  house  is  on  fire.  But 
how  do  you  save  yourself 
from  the  competition? 

Introducing  the 
Manufacturing  Extension 
Partnership.  A  lifeline  for 
manufacturers  faced  with 
rising  costs,  diminishing 
returns,  new  technology  and 
outdated  business  methods. 


Give  us  a  ring,  and 
we'll  send  a  rescue  expert 
to  your  plant  with  the  solu- 
tions you  need  to  succeed. 
Management  problems... 
workforce  issues...  marketing 
needs...  nothing  is  as  hard 
as  it  seems  with  MEP  by 
your  side 

Just  don't  wait  for  an 
emergency  to  call. 


To  contact  tht  MEP  Center  that  serves  your  area  call 


800*MEP*4MFG 


the  United  Arab  Emirates'  seven  sheil! 
doms.  The  ruling  Maktoum  family  cob 
tinues  to  build  up  this  ultramodern  fret 
trade  zone,  using  three  decades  of  o 
revenues.  While  the  oil  may  inn  out  eai 
ly  in  the  next  century,  shopping  appear 
to  be  a  renewable  resource.  Nonoil  trad: 
was  $19.7  billion  in  1995,  nearly  tripll! 
1987's  $6.9  billion.  "Historically,  this  is  I 
city  of  trading,"  says  Mohamed  Alabbai 
director-general  of  Dubai's  Economl 
Dept.,  who  greets  visitors  with  a  "ffW 
ya  doin'?"  that  he  apparently  picked  up  a 
his  Jesuit  college  in  the  States.  "To  see  s| 
many  expatriates  is  nothing  new,"  hi 
says. 

LOBSTER-RED  SHOPPERS.  These  dayl 
much  of  the  shopping  growth  comes  frorj 
residents  of  the  former  Soviet  Union.  l| 
fact,  there  is  some  sniffing  over  what" 
seen  as  their  coarseness — their  short! 
and  sundresses,  bare  even  by  Dubai's  lib 
eral  standards.  But  the  gripes  usual! 
end  with:  "Still,  their  business  is  good."  If 
fact,  it's  valued  at  about  $1  billion  a  yeai 
Planet  Travel  &  Cargo,  a  booking  agen| 
for  Uzbekistan  Air-ways  and  Azerbaijan 
Airlines,  brought  in  40,000  shopper 
tourists  from  10  republics  in  1995.  The; 
spend  a  day  getting  lobster-red  sunburns 
then  set  about  buying  vacuum  cleaner 
and  irons  in  lots  of  10  for  resale  at  home; 

The  bazaars'  Indian  shopkeepers  nov 
speak  rapid  Russian.  The  hotels  when) 
the  Russians  stay  have  turned  ballroom? 
into  warehouses.  And  the  airlines  hav(i 
stripped  out  seats  to  make  space  foi 
oversized  carry-ons.  The  worst  job  at 
the  airport:  hoisting  refrigerators  into 
Moscow-bound  jets,  says  a  Sri  Lankai 
baggage  handler.  "We  hate  that." 

The  Dubai  government  doesn't.  It  wil; 
open  a  separate  airport  terminal  next 
year  to  handle  shopping  charters  anc 
their  cargo.  Purchases  from  downtowr 
will  be  whisked  to  the  airport,  whicl 
should  help  ease  the  traffic  jams  causec 
by  visitore  who  rent  pickups  to  haul  theft 
loot.  There  will  also  be  a  warehouse 
style  wing  of  the  airport's  duty-free  shor. 
for  plane-side  bulk  purchasing.  To  at- 
tract even  more  spenders,  the  emirate  it 
sponsoring  an  annual  monthlong  shop- 
ping festival  with  government-guarantee 
sale  prices. 

"We're  a  little  island  of  bargains  in  a 
sea  of  countries  where  nothing  is  avail- 
able," says  Patrick  Macdonald,  the  Dubai 
promotion  board's  deputy  chief  execu 
tive.  Groaning  airport  baggage  belts  from 
Cairo  to  the  Caucasus  to  Karachi  bear 
him  out. 

DRUSILLA  MENAKER 

Menaker,  who  writes  about  the  Middle 
East  from  Cairo,  took  along  her  credit 
cards. 


tt 


Everything 
le  multimedia  PC  was 
supposed  to  be 


is  h 


ere 


Introducing  the  Mpact  media  processor:  full  motion  video  and  DVD,  2D  graphics  acceleration,  3D 
real  time  rendering,  Dolby  Digital  Surround  Sound,  the  fastest  fax/modem/Internet  connection, 
telephone,  answering  machine,  and  videoconferencing.  On  a  single  chip.  Operating  simultaneously. 
Brought  to  you  by  Chromatic  Research,  LG  Semicon,  and  Toshiba,  and  coming  soon  to  a  PC  near  you. 
To  find  out  more,  click  on  www.mpact.com  Let  the  real  multimedia  revolution  begin. 
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Won  calls  il  the  E3X-NT11  fiber-optic 
photoelectric  sensor. 
To  Natalie,  it's  how  she  gets  the  right  number  of  crayons  in  every  box. 


\  lacton  automation  sensor  thai  makes  ihc  difference 
between  a  liapp\  and  an  imhapp\  customer.  Il  s  just  one  nl  man^ 
components  and  systems  made  b\  Omron.  Bui  tlic\  re  reflective 
oi  everything  vve  create  and  produce  tor  the  manufacturing, 
automotive,  retail  and  health  care  industries. 

We  call  il  product  development  with  ;i  focus  on  helping  people, 
at  work  and  leisure,  achieve  greater  control,  comfofl  and  security. 
From  Omron.  ;i  63-year  old.  S5.5  billion  global  source  ul 
innovation.  Call  800-55-OMRON.  
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:ause  for  concern 
-but  not  alarm 

urging  unit  labor  costs  are  no  assurance  of  coming  inflation 

having  been  held  back  by  the  historically  slow  recovery 
and  by  workers'  willingness  to  surrender  wage  in- 
creases for  job  security.  In  past  expansions,  the  cost 
squeeze  usually  showed  up  much  sooner. 

Also,  materials  costs  are  being  held  down  by  a  glob- 
al slowdown  outside  the  U.  S.  During  1995-96,  Japan 
and  Latin  America  were  in  recession,  Europe  was  in  a 
near  recession,  and  East  Asia  was  slowing  down.  When 
world  growth  was  in  sync  in  1994 — the  same  coordi- 
nated upturn  forecast  for  1997 — global  competition  did 
not  prevent  commodity  prices  from  soaring. 


ARE  COSTS  STARTING 
TO  OUTSTRIP  PRICES? 


UNIT  LABOR  COSTS 
1 1 1  ■ 1  1  1 1 1  1  1 1 1  1 1 1 1  
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IRJHi»«i*3lJAI^«JI  economy.  How  it  plays  out 
11  go  a  long  way  in  determining  the  paths  for  mone- 
*y  policy,  bond  yields,  and  stock  prices  in  1997. 
On  one  side  is  the  Labor  Dept.'s  latest  report  on 
oductivity  and  unit  labor  costs.  The  data  say  that 
ring  the  past  year,  the  productivity  of  U.  S.  nonfarm 
sinesses  grew  by  a  meager  0.3%  and  that  unit  labor 
3ts  advanced  by  an  alarming  3.4%. 

Those  numbers  mean  that 
productivity,  measured  as  out- 
put per  hour  worked,  is  not 
rising  fast  enough  to  offset  the 
growth  in  wages  and  benefits. 
As  a  result,  the  labor  cost  of 
producing  a  unit  of  output — 
whether  it's  a  new  car,  a  stock 
trade,  or  a  haircut — is  rising 
much  faster  than  prices.  This 
implies  increasing  pressure  on 
companies  to  raise  prices  to 
'er  those  higher  costs  or  a  growing  squeeze  on  prof- 
•nargins — or  both. 

Moreover,  it's  not  just  a  one-quarter  phenomenon, 
om  1991  to  early  1995,  yearly  growth  in  unit  labor 
its  ran  below  price  growth.  But  in  the  past  six  quar- 
ts, the  opposite  has  been  true.  In  the  past  year,  the 
%  growth  in  unit  costs  has  outpaced  the  2%  in- 
.ase  in  prices  economywide  by  the  widest  gap  in 
s  expansion. 

IT  IF  THESE  TRENDS  ARE  RIGHT,  then  how  can 

rd-quarter  profits  have  grown  some  11%  from  a 
ir  ago,  according  to  business  week's  tally?  And 
v  can  inflation  be  so  quiescent?  The  latest  evidence: 
e  October  producer  price  index  rose  0.4%,  pumped 
j  by  higher  food  and  energy  prices.  But  excluding  the 
|  jjs  in  energy  and  food,  the  core  index  fell  0.3%. 
i  Continued  tame  inflation  is  one  reason  why  the  Fed- 
i  il  Reserve  left  interest  rates  unchanged,  as  was 
lely  expected,  at  its  Nov.  13  policy  meeting.  But 
ether  you  are  a  policymaker  at  the  Fed  or  just  an 
estor  trying  to  make  the  right  play,  you  cannot  ig- 
•e  the  paradox  between  what  the  productivity  and 
I  data  are  showing  and  what  the  profits  and  price 
nbers  are  saying  (charts). 

)ne  explanation  of  the  puzzle  may  be  that  the  ad- 
■se  trends  in  costs  and  prices  are  only  now  emerging, 


A  KEY  DIFFICULTY  in  explaining  the  paradox,  however, 
is  the  data  themselves.  Inconsistencies  in  the  official 
data,  along  with  other  readings  of  the  economy,  suggest 
that  productivity  growth  is,  to  some  unknowable  extent, 
understated — thus  overstating  unit  labor  costs. 

The  latest  report  shows  that  third-quarter  nonfarm 
output  per  hour  barely  rose  at  an  annual  rate  of  0.2% 
from  the  second  quarter,  when  it  increased  a  slim  0.5%. 
However,  manufacturing  productivity  surged  6.3%.  That 
implies  the  rest  of  the  economy,  mainly  services,  is 
becoming  less  efficient. 

The  Labor  Dept.  does  not  publish  a  reading  of  ser- 
vice-sector productivity.  But  a  measure  calculated  from 
two  data  series — Commerce's  real  gross  domestic  prod- 
uct for  services  and  Labor's  service-hours-worked — 
suggests  that  service  productivity  has  been  declining  for 
the  past  2%  years.  That's  hard  to  believe. 

Much  of  the  problem  seems 
to  lie  in  financial  services.  La- 
bor does  publish  separate  data 
on  productivity  for  nonfinan- 
cial  corporations  only,  which 
currently  run  through  the  sec- 
ond quarter.  Those  numbers 
show  that  output  per  hour  ex- 
cluding financial  companies 
was  up  2.5%  in  the  past  year, 
five  times  faster  than  the 
overall  rate.  As  a  result,  unit 
labor  costs  for  nonfinancial  corporations  were  up  only 
1.1%.  That's  well  below  the  pace  of  prices — a  trend 
consistent  with  the  recent  pattern  of  low  inflation  and 
continued  healthy  corporate  earnings. 

However,  these  numbers  imply  that  the  work  habits 
of  the  financial  sector  are  a  shambles  at  a  time  when 
banking  consolidation  and  new  technology  allows  one 


THESE  TRENDS  MAY  BE 
CLOSER  TO  THE  TRUTH 
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back  office  to  handle  twice  as  many  transactions  as 
before.  Moreover,  year-to-date  bank  profits  have  risen 
11%,  with  other  financial  companies'  earnings  up  17%. 
Those  gains  are  hardly  signs  of  inefficiency. 

TO  MAKE  MATTERS  MORE  CONFUSING,  the  mis 

measurements  in  the  official  productivity  data  may  not 
all  run  in  the  same  direction.  Manufacturing  output 
per  hour  is  probably  overstated. 

The  numbers  would  have  us  believe  that  since  the 
first  quarter  of  1995,  factory  output  has  risen  at  an  an- 
nual rate  of  2.7%,  while  hours  worked  have  fallen  1.5%, 
yielding  a  stellar  4.2%  pace  of  productivity.  Factory  jobs 
have  declined  by  290,000,  but  the  factory  jobless  rate  is 
4.3%,  lower  than  it  was  in  the  first  quarter  of  1995. 

The  reason  for  this  contradiction  is  the  increased 
use  of  temporary  workers,  as  outlined  by  economists  at 
the  Chicago  Federal  Reserve.  Their  analysis  docu- 
ments the  shift  by  personnel-supply  firms  toward  filling 
manufacturing  occupations.  But  these  temp  jobs  are 
counted  in  service-sector  payrolls.  So  hours  worked  in 
manufacturing  are  higher  than  reported. 

To  be  sure,  manufacturers  have  increased  their  effi- 
ciency. That's  why  their  profits  can  be  doing  so  well 
even  while  producers  have  little  power  to  raise  prices. 
Producer  prices  of  finished  goods,  excluding  energy 
and  food,  are  up  only  0.9%  in  the  past  year  (chart). 
Still,  because  of  the  use  of  temps,  factory  productivity 
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is  not  the  stunning  success  story  that  the  data  relatj. 

One  final  hitch  is  that  the  Labor  Dept.  may  be  ov» 
stating  compensation.  Labor  has  two  compensation  i* 
dexes:  One,  compiled  from  the  GDP  data,  is  used  I 
calculate  unit  labor  costs  and  is  up  3.8%  from  a  yet 
ago.  The  other,  called  the  employment  cost  index,  hj 
risen  2.8%.  Many  analysts  believe  the  eci  is  the  bett 
measure,  because  it  is  derived  from  a  separate  survd 
of  company  payrolls  for  a  constant  set  of  occupation 

Taking  all  these  inconsisten- 
cies and  mismeasurements  into 
account,  the  current  growth 
rate  of  unit  costs  does  not  ap- 
pear to  be  as  ominous  as  the 
number's  indicate.  Substituting 
the  eci  in  the  Labor  Dept.'s 
calculation  of  unit  labor  costs 
and  assuming  that  overall  pro- 
ductivity growth  is  understat- 
ed by  half  a  percentage  point 
yields  the  result  that  unit 
costs  are  growing  slower  than  prices.  That's  in  accoii 
with  the  observed  realities  of  inflation  and  profits. 

Of  course,  there  is  no  guarantee  that  these  tren<$ 
will  continue  in  1997.  If  the  economy  remains  stror; 
and  labor  markets  stay  tight,  rising  wage  pressure 
may  eventually  overwhelm  even  this  more  optimist; 
appraisal  of  price  and  cost  trends. 


A  SHORT  CIRCUIT  IN  ELECTRONICS 


T  ike  its  Southeast  Asian  neigh- 
.Libors,  Singapore  has  seen  its 
economy  go  from  blazing  to  just 
hot.  But  while  other  Asian  gov- 
ernments are  trying  to  curb 
growth  to  rein  in  inflation,  Singa- 
pore's slowdown  is  the 
result  of  its  depen- 
dence on  electronics. 

Real  gross  domestic 
product  grew  just 
3.2%  in  the  year  ended 
in  the  third  quarter, 
down  from  a  7.5%  rate 
in  the  second  (chart). 
Growth  was  impeded 
by  the  electronics  in- 
dustry, which  accounts 
for  half  of  Singapore's  manufac- 
turing. Electronics  output  fell 
1.7%  last  quarter  because  weaker 
global  economic  growth,  especial- 
ly among  the  industrialized  na- 
tions, and  the  rising  Singapore 


SINGAPORE  SLOWS 
MORE  THAN  EXPECTED 


REAL  GDP  GROWTH 
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dollar  have  cut  into  exports.  Ex- 
ports rose  2.8%  in  the  third  quar- 
ter, from  8.1%  in  the  second. 
Weaker  domestic  demand  and  an 
inventory  drawdown  also  con- 
tributed to  the  slowdown. 

Growth,  however, 
did  not  ease  enough 
to  relax  Singapore's 
tight  labor  markets. 
The  unemployment 
rate  was  only  1.4%  in 
September,  after  a 
solid  17,300  jobs  were 
added  in  the  third 
quarter.  The  labor 
scarcity  and  expen- 
sive real  estate  have 
made  the  cost  of  doing  business  in 
Singapore  a  concern  among  com- 
panies. But  for  now,  consumer  in- 
flation remains  mild,  helped  by 
the  stronger  Singapore  dollar  and 
fierce  domestic  competition.  In  the 


third  quarter,  consumer  prices 
rose  1.4%  from  a  year  ago. 

The  government  has  stressed 
that  the  third-quarter  lull  was  a 
"cyclical"  swing  and  will  not  be 
repeated  this  quarter.  But  the 
government  has  also  trimmed  its 
1997  forecast  of  gdp  growth  to  be 
tween  5%  and  7%  from  an  earlier 
target  of  6%  to  8%.  Still,  if  indus- 
trialized economies — especially 
Japan's  and  those  in  Europe — pick 
up,  exports  should  do  well  in 
1997,  lifting  overall  growth. 

Keep  in  mind  that  trade  goes  in 
two  directions.  A  healthier  Singa 
pore  will  help  to  boost  U.  S.  ex- 
ports. Singapore  is  the  U.  S.'s 
eighth-largest  export  market.  And 
so  far  in  1996,  its  purchases  of 
U.  S.  goods  have  surged  18.4%, 
dwarfing  the  7.3%  advance  for  all 
exports  and  the  puny  2.5%  rise 
for  Southeast  Asia  as  a  whole. 
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You're  on  an  operating  table. 
You're  counting  backwards 
from  100.  \bure  feeling  sleepy. 
And  you  hear  someone  say: 
"Cool,  our  first  bypassV 


CEJ/TEft. 


J-\ow  do,  yO0  knosv  which  hospitals 
are  best  at  cardiac  procedures'?  %f 
yoo're  an  wAetnq 
vHealth.  Plans  roeoibec 
we'U  tell  v,O0/ 


^^artbeats  <*re '  involuntary 
contractions.  Oor  proqraro,  how- 
ever, is  completely  voluntary. 


-Vorth,  Sooth,  east 
and  west:  we're 
^''I'Hed  with  t0p 
tarmac  centers  all 
across  the  country. 


Stores  prove  that  the 
volume  0f  card,ov^Sa,^ar 
procedyres  is  directly  k 

relat«d  to  predicted*^ 

outcomes.  (Translation: 
fehe  more  heart  opera- 
tions "  hospital  does,  the 
hi3ner  their  r<,iC/) 


THE      MORE      Y  0  U      K  N  0  W      T  H  E      B  E  TIER      Y  0  1!      FEEL  .•  • 


Oor  Cardiac  care 
PUferral  Pro3<am 
anal^XeS  hoSpitals 
nationwide,  using 
criteria  such  as  expe 
rience,  s0ccess  rqtes 
and  quality  of  car«. 


I 
I 
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course,'  we  also  tonsidzr 
the  training  and  skill  of 

int.   Hospitals    physicians.    iT*™"^" " "  ^ 


There's  a  word  for  situations  like  that:  yikes.  But  Aetna  Health 
Plan  members  don't  have  to  worry.  If  the)  need  a  bypass,  angio- 
plasty, catheterization  or  valve  replacement,  our  Cardiac  Care 
Referral  Program  will  direct  them  to  a  top  cardiac  center.  One 
with  experienced,  eminent  physicians  who  perform  lots  of  heart 
procedures  and  have  excellent  success  rates.  The  Cardiac 
Care  Referral  Program  is  one  small  part  of  a  big  idea  called 
Informed  Health."  A  concept  dedicated  to  keep- 
ing you  better  informed  about  your  health  and 
c  are.  For  a  free  guide,  call  1-80OAETNA-HC. 
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News:  Analysis  &  Commentary 


EXECUTIVE  SUITE 


Image  and  legal 
problems  could 
sideswipe  its 
recovery-and  CEO 

Just  a  few  weeks  ago,  Ferdinand 
Piech  was  riding  high.  After  four 
years  at  the  wheel,  Volkswagen's 
intense  chief  executive  had  driven 
Europe's  largest 
carmaker  out  of 
the  ditch  and  well 
along  the  road  to 
recovery.  Aggres- 
sive pricing  and  a 
string  of  hit  prod- 
ucts   have  been 
grabbing  market 
share  both  in  Eu- 
rope and  the  U.  S. 
Profits  in  the  nine 
months  ended  Sept. 
30  more  than  dou- 
bled, to  $305  mil- 
lion on  sales  of  $49 

billion.  The  company's  stock  was  soaring 
to  $410  a  share,  close  to  its  all-time 
high. 

But  now,  the  58-year-old  grandson  of 
vw  founder  Ferdinand  Porsche  has  been 
sideswiped  by  festering  legal  and  im- 
age problems.  Ace  cost-cutter  Jose  Igna- 
cio  Lopez  de  Arriortiia,  whom  Piech 
lured  to  vw  from  General  Motors  Corp. 
in  1993,  is  expected  to  be  charged  soon 
by  German  prosecutors  with  stealing 
gm  secrets.  In  the  U.  S.,  vw,  Lopez, 
Piech,  and  other  top  executives  face  a 
civil  lawsuit  in  which  gm  may  seek  up  to 
$4  billion  in  damages.  A  grand  jury  in 
Detroit  continues  its  criminal  investiga- 
tion. Finally,  a  new  book  published  in 
Germany  and — much  to  its  regret — un- 
derwritten by  vw,  chronicles  vw's  use  of 
slave  labor  during  the  Third  Reich. 
FALLOUT.  All  of  this  could  shake  the 
German  company  deeply.  A  hefty  judg- 
ment or  settlement  in  the  U.  S.  could 
drain  funds  desperately  needed  for  new 
products.  Moreover,  Piech  himself  may 
face  hard  questions  from  shareholders 
and  members  of  his  supervisory  board 
about  his  recruitment  of  Lopez  and  his 
handling  of  the  crisis — including  exactly 
what  he  knew  and  when.  "This  could 
create  fallout  for  vw's  management 
board,"  which  is  headed  by  Piech,  says 


Klaus  Tiedemann,  law  professor  at  the 
University  of  Freiburg,  vw  says  the 
fact  that  no  other  top  managers  have 
been  indicted  proves  their  innocence. 
"There  is  no  evidence  of  a  conspiracy," 
says  spokesman  Klaus  Kochs,  a  vw 
managing  director. 

After  a  three-year  investigation 
marked  by  dramatic  police  raids  on  vw 
headquarters  in  Wolfsburg,  German 
prosecutors  in  Darmstadt  appear  poised 
to  charge  Lopez.  In  early  November, 
Lopez'  lawyer,  Jiirgen  Taschke,  said  he 
expects  an  indictment  by  the  end  of  the 
month.  Three  co-workers  who  had 
jumped  to  vw  from  gm  with  Lopez  will 
likely  also  face  charges.  Lopez  refused 


to  comment  and  Piech  would  respci 
only  through  Kochs.  However,  legal  f 
perts  say  the  trial  may  also  raise  doul 
about  the  behavior  of  other  compj 
executives.  "It  would  be  very  hard 
vw  to  completely  isolate  Lopez 
blame  it  all  on  [him],"  says  John 
Olin,  a  Yale  University  law  professo 
If  Lopez  is  indicted,  a  guilty  verc 
is  far  more  likely  than  in  a  typical  U 
case.  German  prosecutors  investig 
cases  intensively  and  bring  indictme 
only  when  they're  fairly  sure  they 
win.  In  practice,  that  means  about  8 
of  those  indicted  are  convicted.  If  foi 
guilty,  Lopez  could  face  up  to  five  ye 
in  prison  and  stiff  fines,  though  a  s 
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VW  UNDER  FIRE 


CEO  PIECH:  Growing  questions  about  his  judgment 


,ded  jail  sentence  would  be  likely, 
German  legal  experts. 
Lopez  indictment  could  also  give  a 
h  to  gm's  civil  suit  in  U.  S.  District 
lit  in  Detroit.  Legal  experts  say  the 
•man  proceedings  would  lend  cre- 
ce  to  gm's  charges  that  Lopez  stole 
sitive  price  lists  for  parts,  secret  in- 
flation about  future  products,  and 
is  for  an  experimental  new  factory, 
hasn't  officially  set  the  damages  it 
its.  But  people  familiar  with  the  com- 
y's  deliberations  say  the  sum  could 
ch  $4  billion.  U.S.  District  Court 
ge  Nancy  G.  Edmunds  in  Detroit  is 
eduled  to  decide  before  the  end  of 
/ember  whether  to  consider  the  case 


GERMAN 

INDICTMENT  VW  pro- 
duction and  procurement 
chief  Lopez  will  face  a 
criminal  indictment  from 
German  prosecutors  before 
the  end  of  November,  his 
lawyer  says.  The  probable 
charge:  stealing  trade 


secrets  from  GM  when  he 
left  in  1993  to  take  theVW 
post. 

U.S.  SUIT  A  U.S.  District 
Court  in  Detroit  has  agreed 
to  hear  a  civil  suit  filed  by 
GM  against  VW,  Lopez,  CEO 
Piech,  and  other  top  VW 


executives.  GM  is  expected 
to  ask  for  damages  of  up  to 
$4  billion. 

U.S.  CRIMINAL 

PROBE  The  U.S.  criminal 
investigation  of  GM's 
charge  that  Lopez  stole 
confidential  information  is 
likely  to  get  a  boost  soon  if 
a  German  court  O.K.'s  the 
U.S.  Justice  Dept.'s  request 
to  turn  over  evidence. 

BOOK  SCANDAL  VW 

used  slave  labor  during 
World  War  II,  according  to  a 
new,  book  by  German  histo- 
rian Hans  Mommsen,  The 
VW  Factory  and  Its  Workers 
in  the  Third  Reich.  Piech's 
father,  Anton,  was  plant 
manager  at  the  time.  VW 
commissioned  and  paid  for 
the  1,056  page  book. 


under  provisions  of  the  Racketeering 
Influenced  &  Corrupt  Organizations  Act 
(RICO),  which  allows  triple  damages.  Le- 
gal experts,  however,  deem  such  a  des- 
ignation unlikely  because  it  would  re- 
quire proving  a  long  history  of 
conspiratorial  behavior. 

To  add  to  these  woes,  a  grand  jury  in 
Detroit  is  investigating  possible  criminal 
violations  by  Lopez  and  vw.  A  state 
supreme  court  in  Frankfurt  will  decide 
as  soon  as  mid-November  whether  to 
allow  German  prosecutors  to  share  ma- 
terial evidence  with  their  U.  S.  coun- 
terparts, gm  sources  say  the  Darmstadt 
prosecutor's  office  has  prepared  materi- 
als for  shipping  and  awaits  the  0.  K. 
Detailed  information  seized  in  German 
police  raids  could  give  U.  S.  investiga- 
tors the  firepower  they  need  to  pursue 
their  own  criminal  indictments.  Kochs 
contends  U.  S.  investigators  will  have 
difficulty  finding  evidence  of  a  conspira- 
cy where  German  prosecutors  failed. 

On  top  of  all  that,  a  World  War  II-era 
scandal  threatens  to  engulf  both  vw  and 
the  Piech  family.  German  historian  Hans 
Mommsen  recently  published  a  1,056- 
page  book  chronicling  vw's  unsavory  be- 
havior during  World  War  II.  In  The 
Volkswagen  Factory  and  Its  Workers 
in  the  Third  Reich,  Mommsen  details 
how  vw  used  forced  labor  to  build  per- 
sonnel carriers,  mines,  tank  components, 
and  other  war  goods.  He  says  laborers 


ranging  from  Russian  prisoners  of  war 
to  Jewish  concentration  camp  inmates 
toiled  at  the  company's  main  factory. 
The  workers  were  chronically  malnour- 
ished and  sometimes  beaten,  on  occa- 
sion to  death. 

HIMMLER  CONNECTION.  Mommsen  also 
explains  how  vw  founder  Porsche  played 
to  Adolf  Hitler's  love  of  technology  to 
help  the  company  flourish  during  the 
war.  And  how  his  contact  with  ss  chief 
Heinrich  Himmler  eased  the  way  for 
vw  to  use  inmates  from  the  Laagberg 
concentration  camp  to  help  construct  a 
foundry.  Piech's  father,  Anton,  was 
named  general  manager  in  1943  and 
oversaw  the  plant's  operations. 

This  confluence  of  troubles  may  turn 
up  the  heat  on  Piech  himself.  If  evi- 
dence surfaces  during  Lopez'  trial  that 
Piech  knew  of  wrongdoing  and  sup- 
ported Lopez  anyway,  he  could  lose 
support  within  the  company's  20-mem- 
ber  supervisory  board.  Likewise,  a  cost- 
ly judgment  or  settlement  in  Detroit 
could  erode  his  board  support.  Already, 
unhappiness  with  Piech's  handling  of 
the  Lopez  flap  caused  Chairman  Klaus 
Liesen  earlier  this  year  to  replace 
Piech's  top  public-relations  executive 
with  his  own  appointee,  Kochs.  With 
Piech's  contract  set  to  expire  next  year, 
the  supervisory  board  would  have  a 
convenient  means  to  cut  him  loose. 
"For  the  first  time,  Mr.  Piech  is  in  dan- 


BUSINESS  WEEK  /  NOVEMBER  25,  1996  35 


News:  Analysis  &  Commentary 


ger,"  says  a  former  top  vw  executive. 

For  vw,  this  is  a  delicate  moment.  A 
turnaround  is  under  way.  Its  market- 
share  is  up  half  a  point  to  17.5%  in  Eu- 
rope. In  the  U.  S.,  it  only  has  1.1%  of 
the  market,  but  the  trend  is  upward, 
too.  But  even  Piech  admits  the  recovery 
is  far  from  complete.  The  company's 
0.6%  net  margin  is  still  abysmally  low. 
Piech's  bold  plan  to  consolidate  vw's 


confusing  array  of  16  car  platforms 
down  to  just  four  by  1998  is  only 
halfway  complete.  And  the  launch  of  a 
replacement  for  the  company's  all-im- 
portant Golf  model,  which  accounts  for 
nearly  half  of  vw's  European  sales,  is 
just  a  year  away. 

Most  company  observers  believe 
Piech  will  soon  dump  Lopez,  in  part  out 
of  self-protection,  vw  could  certainly 


stand  the  loss,  since  most  of  Lopez'  cm 
tribution  to  cost-cutting  came  earlyB 
as  he  erased  vw's  losses  by  squeezl 
suppliers  for  price  reductions.  As  I 
Piech,  Kochs  says,  "I'm  very,  very  sm 
that  Piech  will  get  a  second  [five-yer] 
contract."  Maybe.  But  he'll  have  a  lotrf 
questions  to  answer  before  then. 

By  David  Woodruff  in  Bonn,  wh 
Kathleen  Kerwin  in  Detroit 


TOYOTA  MAY  HAVE  THE  LITTLE  ENGINE  THAT  COULD 


At  an  otherwise  humdrum  media 
reception  in  Tokyo  on  Nov.  8,  a 
Toyota  Motor  Corp.  executive, 
Finance  Director  Ryuji  Araki,  let 
slip  a  bit  of  information  that  sent 
shock  waves  through  Detroit.  He 
said  a  new  engine  his  company  is 
introducing  has  far  fewer  parts  than 
the  norm  and  could  be 
as  much  as  one-third 
cheaper  to  build. 
Immediately,  faxes 
flew  between  Detroit 
and  Tokyo  as  worried 
U.  S.  executives  tried 
unsuccessfully  to  dope 
out  what  Toyota 
(which  quickly  went 
mum)  has  up  its 
sleeve.  The  reason: 
Engines  are  rapidly 
becoming  the  new 
competitive  battle- 
ground among  cost- 
conscious  auto  makers. 
"It  is  the  next  frontier 
in  cost-cutting  for  all 
manufacturers,"  says 
Wesley  Brown,  auto  consultant  at 
CSM  Forecasting  in  Farmington 
Hills,  Mich. 

"DELICATE  balance."  Engines  ac- 
count for  $1,500  to  $5,000  of  a  car's 
total  cost  and  can  contain  more  than 
1,000  parts.  The  quandary  for  Japan- 
ese auto  makers  is  that  they  have 
built  their  reputations  on  developing 
costly,  high-tech  overhead  cam  en- 
gines that  pack  plenty  of  power  into 
a  small  footprint.  But  Toyota  realized 
two  years  ago  that  its  engines  had 
become  too  costly  and  complex,  and 
initiated  a  program,  known  as  PC21, 
to  cut  costs  50%  by  2000.  "They  have 
to  strike  a  delicate  balance  between 
cutting  cost  and  maintaining  their 
reputation  [for  performance  and 
quality],"  says  Dave  Andrea,  an  ana- 
lyst with  Roney  &  Co.  in  Detroit. 


Just  how  to  achieve  big  cost  sav- 
ings from  engines  is  rekindling  an 
old  debate  that  pits  General  Motors 
Corp.  against  the  rest  of  the  indus- 
try, gm,  because  it  could  not  afford 
to  develop  costly  overhead  cam  en- 
gines, has  stuck  with  the  old  push- 
rod  design  on  most  models.  Such  en- 


gines kick  out  lots  of  power  and 
were  the  warhorses  that  made  De- 
troit famous.  Rods  push  upward 
from  a  camshaft  located  down  in  the 
engine's  block  and  force  open  the 
valves  that  allow  fuel  and  air  into 
the  cylinders.  The  problem  is  that 
push-rods  historically  have  been  gas- 
guzzlers  and  pollution-belchers. 
Overhead  cams,  by  contrast,  are 
peppy  gas-sippers,  because  they 
push  open  the  valves  more  efficient- 
ly, from  the  engine's  top. 

But  gm  has  vastly  improved  the 
performance  and  fuel  economy  of 
push-rods  and  argues  that  such  en- 
gines are  the  low-tech  answer  to  the 
industry's  affordability  crisis.  They're 
cheap  to  produce,  for  one  thing,  be- 
cause they  can  have  one-third  fewer 
parts  than  overhead  cam  engines. 


"Most  of  the  American  public  has  no  | 
idea  what  an  overhead  cam  is,"  ar- 
gues Don  Pozniak,  manager  of  tech-  | 
nical  applications  for  gm  Powertrain  j 
Group.  "Your  competitive  advantage 
is  in  your  pricing." 

Still,  the  rest  of  Detroit  is  taking 
the  same  road  as  the  Japanese.  By 
2000,  Ford  and 
H  Chrysler  will  equip  the  J 
majority  of  their  vehi-  f 
cles  with  overhead  cam 
engines.  Indeed,  on 
Nov.  12,  Chrysler  intro-f 
duced  a  new  family  of  I 
overhead  cam  engines  f 
that  are  10%  more  fuel-- 

YABBA-DABBA 
BREAKTHROUGH? 
The  industry  is  abuzz  I 
about  a  Toyota  motor  i 
with  far  fewer  parts 
that  some  think  may 
be  a  low-tech  model 

efficient  and  25%  more  powerful  than 
the  mostly  push-rod  ones  they  re- 
place. "Eventually,  gm  will  have  to 
spend  some  money  and  gat  with  the  I 
rest  of  the  world,"  predicts  James 
Clarke,  Ford's  chief  engineer  of  ad- 
vanced power-train  development. 

Some  Detroiters  optimistically 
speculate  that  Toyota  will  retreat  to  I 
push-rod  engines  to  achieve  startling 
cost  savings.  But  the  greater  fear  is 
that  Toyota  has  found  a  way  to  make 
its  high-tech  overhead  cam  engines 
much  more  cheaply.  "They  may  very 
well  have  made  some  breakthrough," 
says  Francois  Castaing,  Chrysler's 
executive  vice-president  for  engi- 
neering.  If  so,  Detroit  will  once  again 
be  playing  catch-up. 

By  Keith  Naughton  in  Detroit, 
with  Edith  Hill  Updike  in  Tokyo 
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L  DUNLAP 

EVS  HIS  CHAIN  SAW 

dw,  it's  slash,  burn-and  maybe  growth-time  for  Sunbeam 

t  was,  as  Sunbeam 
Corp.  Chairman  and 
Chief  Executive  Al- 
rt  J.  Dunlap  himself 
i  it,  "vintage  Dunlap." 
e  massive  overhaul  of 
;  Fort  Lauderdale- 
sed  small-appliance 
iker  announced  on 
v.  12  has  been  eager- 
awaited  since  the 
f-proclaimed  turn- 
iund  artist  took 
irge  in  July.  The  re- 
ucturing  slashes  the 
npany's  operations  to 
I  marrow  while  set- 
g  out  an  ambitious 
twth  plan. 

Dunlap's  strategy: 

:e  Sunbeam's  work- 

ce  in  half,  to  6,000; 

itter  18  of  its  26  fac- 

ies;  shed  divisions 

,t  make  outdoor  fur- 

ure,  bathroom  scales,  bedding,  and 

rmometers;  and  cut  the  number  of 

iducts  offered  by  Sunbeam  by  81%, 

1,500.  These  and  other  measures  are 

>ected  to  produce  annual  savings  of 

!5  million.  To  pay  for  the  overhaul, 
company  will  take  a  $300  million 

tax  restructuring  charge  this  year. 

Dunlap  also  has  laid  out  ambitious 

wth  goals  for  Sunbeam,  which  call 

doubling  revenues  (after  divestitures), 

52  billion,  raising  operating  profit  mar- 

3  to  20%  from  2.5%  currently,  launch- 

at  least  30  new  products  a  year,  and 

•easing  international  sales  to  $600  mil- 

i — all  within  the  next  three  years. 

rs  OF  LUCK.  Some  view  his  prospects 

h  skepticism.  "I  wish  him  a  lot  of 

i,"  says  Lynne  R.  Hyman,  an  analyst 

h  cs  First  Boston.  "My  view  is  that 
\  going  to  be  very  difficult  to  achieve." 

tilap's  goals  leave  almost  no  margin 
error,  she  points  out.  The  pace  of 
I  /-product  introductions  alone  will  re- 
j  re  resources  that  will  be  difficult  to 

ster,  given  the  deep  staffing  cut. 

lere  isn't  that  much  growth  in  the 

:ket,"  says  a  competitor.  "Where  is  it 
:  lg  to  come  from?"  Adds  Derek  R.  B. 

iwn,  a  partner  at  Deloitte  &  Touche: 
j  itting  costs  and  product  mix  doesn't 
I  <e  sense  while  you're  trying  to  grow." 

Xinlap  is  hoping  to  relive  the  slash- 
■  -burn  restructurings  that  earned  him 


such  nicknames  as  "Rambo  in  Pin- 
stripes" and  "Chain  Saw  Al"  at  Scott 
Paper  Co.  and  other  companies.  At 
Scott,  Dunlap  dumped  31%  of  the  work- 
force and  engineered  a  stock  market 
turnaround  that  added  $6.3  billion  in 
value  to  the  company.  For  less  than  two 
years'  work,  he  walked  away  with  $100 
million  in  salary,  bonus,  stock  gains,  and 
other  perks. 

Investors  are  hoping  he  can  work  the 
same  magic  at  Sunbeam.  Indeed,  during 
a  conference  call  with  Wall  Street  ana- 
lysts, investors,  and  media  to  announce 
the  plan,  Dunlap 
brimmed  with  confi- 
dence, even  working 
in  a  plug  for  his 
book,  Mean  Business, 
which  trumpets  his 
record.  Still,  this  time 
he  is  proposing  his 


DUNLAP'S  GROWTH  PLAN 

STEP  ONE  Cut  payroll  in  half, 
to  6,000 

STEP  TWO  Shrink  production 
and  warehouse  sites  to  13 
from  43 


quired  by  investment  banker  Paul 
Kazarian  in  1988  as  part  of  Allegheny's 
bankruptcy  proceedings.  Kazarian  im- 
proved operations  and  took  Sunbeam 
public  before  he  was  forced  out  in  a 
dispute  with  backers.  When  Dunlap  ar- 
rived last  summer,  he  quickly  fired  sev- 
en of  Sunbeam's  top  executives  and 
spent  three  months  formulating  his  re- 
structuring plan  with  his  new  manage- 
ment team. 

FLYING  TOASTERS?  Dunlap  hopes  to 
build  on  the  strength  of  the  Sunbeam 
and  Oster  brand  names.  The  first  step  is 
a  $12  million  advertising  campaign  to 
spur  holiday  sales,  targeting  in  particu- 
lar three  new  appliances — a  toaster,  an 
iron,  and  an  electric  blanket  with  new 
high-tech  logic  features.  In  addition, 
Sunbeam  is  set  to  roll  out  40  products 
designed  specifically  for  220-volt  inter- 
national markets.  "Our  growth  mission 
is  to  become  the  dominant  and  most 
profitable  small-household-appliance  and 
outdoor-cooking  company  in  North 
America,  with  a  leading  share  of  Latin 

GREAT  EXPECTATIONS 

Dunlap  figures  he  can  double 
Sunbeam's  revenues,  to  $2 
billion,  and  raise  operating 
margins  to  20%  from  2.5% 

America  and  Asia  Pacific  markets," 
Dunlap  told  analysts. 

Dunlap  downplayed  the  stress  of  con- 
solidating facilities  and  rolling  out  such  a 
massive  restructuring  plan  just  as  the 
company  is  entering  its  peak  holiday 
sales  season.  "This  thing  has  been 
planned  like  the  invasion  at  Normandy." 

It  is  unclear  how  Dunlap  will  use  a 
$500  million  line  of  credit  for  which  Sim- 
beam  recently  applied.  Dunlap  says  his 
goals  can  be  achieved  without  acquisi- 
tions. But  he  conceded  there  may  well 
be  a  part  B  to  his  plan.  "We're  going  to 
be  a  very  cash-rich 
company,"  he  says. 
"We  could  do  lots 
of  things.  We  could 
merge,  we  could  ac- 
quire. I  think  my 
record  speaks  quite 
loudlv  that   I'll  be 


most  ambitious  cost-  looking  for  what  gen- 


cutting  and  growth 
strategy  yet. 

Dunlap  took  over 
at  Sunbeam  when  for- 
mer ceo  Roger  W. 
Schipke  resigned  af- 
ter five  quarters  of 
dismal  returns.  Once 
a  unit  of  Allegheny 
International  Inc., 
Sunbeam    was  ac- 


STEP  THREE  Roll  out  30  new 
products  a  year  while  cutting 
development  time  from  2.5 
years  to  6  months 

STEP  FOUR  Add  new  sales 
channels,  including  catalogs, 
online  sales,  and  company 
stores 

DATA.  COMPANY  ANNOUNCEMENT 


erates  the  next  quan- 
tum leap  in  share- 
holder value."  Striking 
a  deal  to  sell  out  be- 
fore Sunbeam  has  to 
live  up  to  its  ambi- 
tious goals — now  that, 
critics  say,  would  be 
vintage  Dunlap. 

By  Gail  DeGeorge 
in  New  York 
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WHO'S  REALLY  OUT  FROM  UNDER 
AT  WESTINGHOUSE? 

The  industrial  businesses  could  get  a  boost  from  Jordan's  spin-off 


Log  on  to  the  Westinghouse  Electric 
home  page,  and  you  come  face-to- 
face  with  ad  icon  Betty  Furness 
in  her  guise  as  the  1950s-era  Westing- 
house  woman.  She's  standing  next  to 
the  heading  "Things  We  Don't  Make 
Anymore."  It  turns  out  to  be  a  long 
list,  from  office  furniture  and  light- 
bulbs  to  elevators  and  TVs.  And  it's 
about  to  get  a  lot  longer.  On  Nov.  13, 
the  Pittsburgh  conglomerate  announced 
it  would  spin  off  its  remaining  indus- 
trial units  as  a  publicly  traded  corn- 


foot  in  a  TV  studio  and  the  other  in  a 
nuclear-waste  dump.  Investors  drove 
up  Westinghouse  Electric  Co.  stock 
25%,  to  $20,  in  early  November  as  ru- 
mors of  the  corporate  restructuring 
swirled. 

And  the  industrial  side  of  the  com- 
pany? Analysts  brush  it  off  as  a  $4 
stock,  and  judging  from  the  shabby  re- 
sults under  Jordan's  3^-year  reign,  the 
pessimism  is  well-founded.  The  power- 
generation  and  nuclear  divisions,  for 
example,  shrank  during  his  tenure  and 


The  buyout  firm  got  the  better  dd. 
Westinghouse  lurched  from  one  dov- 
sizing  to  the  next,  shedding  25,000  jes 
over  three  years.  Meanwhile,  a  ftf 
blocks  away,  wesco  was  coming  back* 
life.  Sales  are  up  $800  million,  to  $1 
billion,  and  the  workforce  has  grcfi 
from  3,200  to  4,500.  wesco  doesn't 
lease  results  but  says  it's  solidly  in  t 
black.  "The  most  significant  thing 
did,"  says  ceo  Roy  W.  Haley,  "w 
change  the  ownership." 
ENDING  THE  SUITS.  Turning  around  t 
industrial  divisions  might  be  tough 
The  electric  businesses  face  formi< 
ble  competitors  in  the  growth  marki 
of  Asia,  and  there's  little  sign  of  a  i 
clear  renaissance  in  the  U.  S.  Operati 
profits  in  the  $5  billion  portfolio  1 
24%  in  the  third  quarter  on  sligh 
higher  sales. 

Still,  despite  Jordan's  failures,  he  < 
make  some  fixes  that  could  pay  off. 


INDUSTRIAL  REVOLUTION 

Westinghouse  will  spin  off  these 
old-line  businesses: 


POWER  GENERATION  The  $1.8  billion 
division  has  a  solid  foothold  in  China  and 
top-notch  technology  but  often  loses  bids  to 
richer  rivals  GE  and  Siemens. 


ENERGY  SYSTEMS  Growth  is  unlikely  at 
the  $1.4  billion  nuclear  division.  Russia 
needs  revamping  but  can't  afford  much. 
China  wants  new  plants  but  is  barred  from 
buying  American. 


THERMO  KING  Refrigerated  transport  is 
profit  king  among  industrials,  with  operating 
earnings  last  year  of  $176  million  on  sales 
of  $1.1  billion.  But  sales  are  off  this  year. 
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CAROLINA  pany  to   focus  on 

TURBINES:  The  television  and  radio. 
energy  units  For  Westinghouse 

face  tough  Chairman  Michael 

rivals  in  Asia  H.  Jordan  and  his 
"  team  of  former 
PepsiCo  Inc.  and  McKinsey  &  Co.  ex- 
ecs, the  sense  of  relief  is  palpable.  By 
ridding  themselves  of  the  industrial 
businesses — which  will  have  their  own 
management  and  board — -Jordan  &  Co. 
can  close  the  books  on  their  troubled 
detour-  through  Pittsburgh.  That  means 
no  more  nuclear  suits  from  utilities,  no 
more  poundings  from  the  likes  of 
Siemens  and  General  Electric  Co.  in 
the  killer  markets  of  Asia.  What's 
more,  by  focusing  Westinghouse-CBS  on 
broadcast,  Jordan  satisfies  Wall  Street, 
which  couldn't  figure  out  how  to 
value  a  $9.5  billion  company  with  one 


turned  in  losses  for  two  of  the  three 
years.  But  Westinghouse  has  a  long 
history  of  unloading  dozens  of  seem- 
ingly sorry  businesses  only  to  see  them 
flourish  under  new  owners.  "Once 
they're  free  from  Westinghouse,  it's  as 
if  a  weight  has  been  lifted,"  says 
Eugene  Finkin,  a  Miami  turnaround 
consultant  who  advised  Westinghouse 
in  the  '80s. 

Just  look  at  wesco  Distribution  Inc., 
the  company's  onetime  shipping  and 
warehousing  arm.  In  1993,  as  Westing- 
house reeled  from  a  disastrous  foray 
into  real  estate,  Jordan,  then  working 
for  a  New  York  buyout  firm,  flew  to 
Pittsburgh  to  look  at  the  money-losing 
operation.  His  visit  resulted  in  a  double 
match-up:  Westinghouse  hired  him,  and 
eight  months  later  his  old  firm,  Clayton, 
Dubilier  &  Rice,  acquired  wesco. 


pushed  the  $1.8  billion  Power  Systei 
Div.  into  joint  ventures  in  China,  whM 
should  ensure  a  healthy  share  in 
world's  biggest  market.  He  invest | 
with  Rolls-Royce  PLC  in  state-of-tl 
art  turbines  for  the  electric  busine  : 
And  he  hammered  out  settlements  I 
12  utility  suits  that  had  been  hangi 
menacingly  over  the  $1.4  billion  n 
clear  division. 

For  now,  the  industrial  division  facftie; 
more  pain.  The  company  recently  i 
nounced  job  cuts  of  1,100.  Next  year, 
the  stock  is  issued,  the  new  board  v  ;. 
hire  managers,  who  will  likely  sha 
things  up  further.  That  has  locals  gru 
bling  that  Westinghouse  is  abandoni 
its  110-year-old  roots.  But  if  history 
any  guide,  that  might  not  be  such 
bad  thing. 

By  Stephen  Baker  in  Pittsbur 
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BOYCOTT  CALL:  Jesse  Jackson  outside  Texaco  headquarters  in  White  Plains,  N.Y. 


COMMENTARY 

By  Ron  Stodghill  II 

GET  SERIOUS  ABOUT  DIVERSITY  TRAINING 

During  the  past  decade, 
Corporate  America  has 
spent  hundreds  of  mil- 
lions of  dollars  trying  to 
effect  racial  harmony.  Why? 
In  part,  the  legacy  of  the 
zivil  rights  movement 
demanded  such  an  effort. 
More  than  that,  though, 
changing  demographics 
made  such  an  effort  urgent. 
The  Hudson  Institute's  1987 
Workforce  2000  report  made 
that  stunningly  clear.  Its 
conclusion:  Minorities  would 
make  up  more  than  half  of 
let  new  entrants  into  the 
abor  force  by  2000. 

That  statistic  got  chief  ex-  ~ 
icutives'  attention.  Ever  since,  Big 
Business  has  diligently  sought  to  root 
>ut  the  racial  biases,  stereotypes,  and 
liscriminatory  practices  that  might 
lurt  performance  or  bring  on  costly 
:ivil  rights  litigation.  In  the  process,  a 
:ottage  industry  of  sorts  known  as  di- 
versity training  has  mushroomed. 

Unfortunately,  recent  allegations  of 
liscrirninatory  behavior  at  Texaco  Inc. 
jonftrm  that  the  movement  hasn't  ex- 
ictly  spurred  a  new  age  of  social  en- 
ightenment.  Rather,  senior  execu- 
tes' patronizing  and  disdainful  taped 
•eferences  to  black  employees  (using 
erminology  they  most  likely  learned 
luring  diversity  courses)  reflect  the 
leep  racial  divide  and  distrust  that 
inger  in  many  companies  across  a 
iroad  range  of  industries. 

Texaco  has  apologized.  In  the  face 
if  disastrous  publicity  and  the  threat 
tf  a  government  probe.  Chairman 
tnd  ceo  Peter  I.  Bijur's  words  of 
itonement  have  sounded  sincere.  On 
^ov.  12,  in  the  wake  of  boycott 
hreats  from  civil  rights  leader  Jesse 
ackson  and  others,  Bijur  even 
'owed  to  quickly  settle  a  two-year- 
>ld  discrimination  lawsuit.  And  the 
ompany  has  created  a  special  board 
ommittee  on  diversity. 
•OOR  RETURNS.  If  history  is  any 
^uide,  though,  those  bromides  won't 
lo  much  good.  Texaco,  after  all,  has 
lad  a  diversity  training  program  for 
it  least  three  years.  Judging  by  the 
lost  of  discrimination  suits  from  em- 
tloyees  in  that  time,  the  effort  hasn't 
educed  racial  tension.  No  surprise, 
ays  Taylor  Cox  Jr.,  an  associate  pro- 
essor  at  the  University  of  Michigan 


business  school:  "Most  of  the  organi- 
zations that  have  invested  in  diversi- 
ty training  have  not  received  a  prop- 
er return  on  their  investment." 

Theoretically,  making  diversity  ini- 
tiatives work  shouldn't  be  that  diffi- 
cult. During  the  past  decade,  corpo- 
rations have  shown  a  remarkable 
capacity  to  reinvent  their  work  cul- 
ture with  total  quality  management, 
reengmeering,  and  teamwork.  In 
each  program,  companies  have  modi- 
fied employee  behavior — often  over- 
coming strong  resistance. 

Solving  race  matters,  of  course,  is 
trickier  because  it  necessarily  focuses 


Texaco's  lesson: 
Affirmative  action  is 
the  only  real  protection 
victims  of  racism  have 


attention  on  a  specific  group  of  em- 
ployees. That  creates  the  potential 
for  resentment  and  greater  division. 
Moreover,  the  capacity  of  employers 
to  change  the  way  people  think  and 
feel  is  limited  at  best.  "It's  hard  to 
get  inside  peoples'  heads  and  manage 
their  attitudes,"  admits  Patsy  A. 
Randell,  vice-president  for  corporate 
diversity  at  Honeywell  Inc. 

The  truth,  though,  is  that  most  ef- 
forts to  break  down  cultural  barriers 
in  the  workplace  are  doomed  for  dif- 
ferent reasons.  Companies  rarely  pur- 
sue diversity  strategies  with  the  same 


urgency  and  commitment  as  corporate 
initiatives  viewed  as  directly  affecting 
the  bottom  line.  All  too  often, 
squeezed  by  budget  or  time  con- 
straints, diversity  experts'  ambitious 
reforms  are  reduced  to  token  efforts. 
A  department  head  rushes  through  a 
canned  speech  for  distracted  employ- 
ees. Workers  watch  an  off-the-shelf 
video.  No  wonder  nothing  happens. 
WASTE.  For  the  programs  to  work, 
training  and  education  must  be  ex- 
tensive and  coupled  with  vigorous 
CEO-backed  efforts  to  measure 
change,  hold  managers  accountable 
for  their  implementation,  and  reward 
practitioners  through  compensation. 
In  most  places,  though,  that's  not  go- 
ing to  happen.  And  without  the  insti- 
tutional framework,  urgency,  and 
commitment,  diversity  training  is  a 
prodigious  waste  of  time  and  money. 

It's  a  perfect  argument,  sadly,  for 
the  continued  presence  of  affirmative 
action.  Such  programs,  which  give  ad- 
vantage to  minorities  in  hiring  and 
contracting,  often  lead  to  abuses. 
Then  there's  the  perceived  unfairness 
of  the  breaks,  which  creates  an  un- 
healthy backlash  for  race  relations. 

As  flawed  as  affirmative  action  is, 
it  at  least  protects  those  victimized 
by  the  racism  we  have  yet  to  shake. 
The  playing  field  is  far  from  level,  and 
much  of  Corporate  America  refuses  to 
take  on  the  leveling.  Until  it  does,  mi- 
norities need  the  sort  of  government 
redress  that  affirmative  action 
promises.  Just  ask  blacks  at  Texaco. 

Stodghill  is  a  Chicago 
correspondent. 
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BANKING 


DONORGATE'  IS  JUST  ONE 
OF  LIPPOBANK'S  PROBLEMS 

Money-laundering  allegations  and  red  ink  are  dogging  it,  too 


As  bank  headquarters  go,  it's  about 
as  downscale  as  you  can  get — a 
pale-yellow  building  occupied  by 
medical  offices,  labs,  and  pharmacies  in 
the  Chinatown  district  of  Los  Angeles. 

But  the  modest  headquarters  of 
LippoBank  of  California  is  fast  becoming 
a  branch  of  the  tangled  "Donorgate" 
scandal.  Republican  lawmakers  are 
preparing  to  grill  former  Commerce 
Dept.  aide  John  Huang  over  his  role  in 
the  affairs  of  the  tiny  Indonesian-owned 
U.  S.  bank  that  he  once  headed — and 
that  has  repeatedly  run  afoul  of  U.  S. 
regulators,  gop  investigators  want  to 
know  if  Huang,  as  acting  president  and 
later  vice-chairman  of  LippoBank,  was 
involved  in  an  alleged  money-laundering 
scheme  that  began  in  the  late  1980s. 
They  also  want  to  know  whether  he 
used  his  pull  as  a  Clinton  appointee  to 
stop  regulators  from  cracking  down  on 
the  troubled  bank. 

A  BUST.  LippoBank's  troubles  are  only 
the  latest  for  Huang,  whose  overseas 
fund-raising  for  President  Clinton's  re- 
election effort  has  sparked  controversy. 
On  Nov.  12,  Commerce  asked  its  in- 
spector general  to  examine  records  that 
"appeal'  to  present  questions  concerning 
the  conduct"  of  Huang  while  he  was  at 
the  agency.  And  Capitol  Hill  panels  are 
preparing  for  an  investigation  into  his 


dealings  that  could  last  for  a  year. 

Acquired  on  the  cheap  in  the  mid- 
1980s  by  James  T.  Riady,  LippoBank 
was  supposed  to  become  a  $1  billion  in- 
stitution providing  trade  financing  for 
importers  in  California,  most  of  them 
Asian  American.  Riady  is  the  39-year- 
old  son  of  Mochtar  Riady,  one  of  In- 
donesia's most  powerful  financiers  and  a 
frequent  guest  at  the  Clinton  White 
House.  But  the  younger  Riady's  Golden 
State  excursion  has  been  a  bust:  The 
$110-million  bank  has 
lost  $16.5  million  since 
1990  from  write-downs 
of  bad  real-estate  loans 
(chart).  LippoBank  has 
survived  because  the 
Riadys  pumped  in  $20.5 
million  in  new  capital 
and  purchased  millions 
more  in  bad  loans. 

Riady  may  soon  have 
to  ante  up  again:  Regu- 
lators at  the  Federal 
Deposit  Insurance  Corp. 
decline  to  comment,  but  a  recent  inter- 
nal fdic  memo  notes  that  "earnings  are 
poor,  are  overstated  and  that  large  net 
operating  losses  for  1996  are  highly  like- 
ly." If  Riady  doesn't  pony  up  more  cap- 
ital, regulators  may  slap  the  bank  for  a 
third  time  with  a  "cease  and  desist"  or- 
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"MARGINAL" 

The  Los  Angeles  bank, 
once  headed  by  John 
Huang,  has  repeatedly 
run  afoul  of  regulators 

der.  "This  has  been  a  margii] 
bank  for  years,"  says  cons^- 
tant  Bert  Ely,  who  analyz$ 
LippoBank's  condition  for  btj> 

NESS  WEEK. 

That's  no  surprise  to  forrrjr 
associates.  They  say  Riads 
style  of  lending,  based  large 
on  trust  and  character,  hi 
been  a  disaster  in  the  U.if 
The  approach  unnerved  of- 
cials  at  Little  Rock-basi 
Worthen  Bank,  in  which  t» 
Riadys  bought  a  15%  stake  i 
1983.  Worthen  officials  shut  down  l 
international  division  launched  by  Jarri 
Riady  in  1988.  "We  ask  for  security  al 
signatures;  they  lend  on  a  handshak' 
says  one  former  associate.  "When  ya 
mix  their  culture  with  ours,  it's  a  clasi'  ; 

LippoBank  was  first  rebuked  by  r<-g 
ulators  in  the  mid-'80s  for  paying  soibhj 
expenses  incurred  by  a  New  York  baUa 
in  which  the  Riadys  held  a  stake.  AMj 
regulators  objected  when  Riady  trail-to 
ferred  his  98.7%  stake  in  LippoBank  i 
1987  to  a  Netherlands  Antilles  holdir 
company  controlled  by  his  father.  Ti 
move  violated  U.  S.  laws,  and  Ria<' 
was  forced  to  reverse  the  deal  in  19£ 
But  the  most  pointed  questions  as 
yet  to  come.  Lawmakers  plan  to  gil 
Huang  over  money-laundering  alleg- 
tions  raised  by  the  fdic.  According ) 
investigators,  fdic  examiners  in  Jui, 
1990,  filed  a  criminal  referral  to  auth<- 
ities  for  suspected  money  laundering  ;- 
ter  discovering  that; 
21-year-old  teller,  wi(; 
apparent  knowledge  I 
her  supervisor,  ma 
over  900  suspicious  wik 
transfers  totaling  $7  n,-. 
lion  over  11  months  ta^ 
Riady  bank  in  Hoi; 
Kong.  The  fdic  alleg. 
that  the  teller  routir 
ly  made  transfers 
just  under  $10,000— t- 
threshold  at  which 
ports  must  be  filed  wi 
-from  13  fictitious  accounts 


'95 


\ 


I 
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regulators- 

the  Hong  Kong  bank. 

Lawmakers  also  want  to  know  wl. 
as  a  top  Commerce  appointee,  Huai 
got  two  1995  calls  from  an  fdic  offici 
Ken  Quincy,  who  had  overseen  exan 


nations  of  LippoBank.  Commerce  phoi 
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logs  reviewed  by  business  week  show 
Quincy  even  offeiing  a  time  and  date  to 
meet.  Huang  couldn't  be  reached;  an 
fdic  spokesman  says  Quincy  has  "no 
recollection"  of  placing  the  calls. 

LippoBank's  current  management 
says  it  feels  it  is  the  target  of  a  witch- 
hunt. James  Per  Lee,  who  joined  the 
bank  in  1991  and  became  president  in 
1994,  vehemently  denies  that  any  ques- 


tionable activity  has  occurred.  The 
money-laundering  charges  "were  never 
brought  to  our  attention,"  he  says. 
"Nothing  sinister  has  happened  here, 
just  lousy  banking"  during  the  1980s. 

Lee  still  bristles  that  examiners  made 
the  bank  boost  its  nonperforming  as- 
sets— mostly  bad  real  estate  loans — 
from  $759,000  to  $4.2  million  earlier  this 
year,  despite  the  rebound  in  California 


real  estate.  "We  got  an  examiner  frol 
Kansas  who  doesn't  understand  wha\ 
going  on  here,  but  we're  not  in  a  posj 
tion  to  negotiate  with  the  fdic,"  1 
says.  But  Lee's  protests  are  unlikely 
deter  investigators.  Huang's  troubles-' 
and  LippoBank's — may  be  just  startinj 
By  Dean  Foust,  with  Paula  Dwyl 
in  Washington  and  Ronald  Grover  j 
Los  Angeles 


FUNDS 


ERSKINE  BOWLES:  BILL'S  GAIN, 
CAROUSEL  CAPITAL'S  LOSS 

Can  the  buyout  fund  thrive  without  its  chief  strategist? 

Bowles  and  partner  Nelson  Schwab  III 
had  closed  to  new  investors  just  last 
May,  can  look  at  Bowles's  departure  to 
replace  Leon  E.  Panetta  as  their  small 
contribution  to  the  nation.  Schwab  says 
that  four  investors  may  ultimately  drop 
out  but  that  another  has  offered  to 
make  up  the  difference — an  offer 
Schwab  has  declined. 

Business  won't  stop  at  Charlotte 
(N.C.)-based  Carousel — Schwab  says 
the  fund's  first  three  leveraged  buy- 
outs will  close  soon — but  Bowles  will 
be  missed.  "Erskine  brought  a  halo  ef- 
fect to  Carousel,"  says  Thomas  P. 
Hollowell,  Bowles's  former  partner  at 
Charlotte's  Bowles,  Hollowell,  Conner 
&  Co.  investment  banking  firm.  "They'll 
have  a  hard  time 
overcoming  the  loss." 

Indeed,  with 
Bowles  gone,  it  won't 
be  easy  for  Schwab 
and  newly  recruited 
general  partner  Reid 
G.  Leggett  to  obtain 
the  30%  return  on 
capital  that  Carousel 
had  told  investors  to 


HAIL  TO  THE  CHIEF  OF  STAFF:  Saying 
no  to  Clinton  was  not  an  option 

Carousel  Capital  Partners  LP's  steer- 
ing committee  faced  a  ticklish  prob- 
lem at  its  first  meeting  on  Oct.  22. 
The  man  who  had  launched  the  $183.5 
million  leveraged-buyout  fund  and  acted 
as  its  chief  investment  strategist  was 
rumored  to  be  a  candidate  for  White 
House  Chief  of  Staff  during  a  second 
Clinton  Administration.  To  investors, 
who  had  committed  a  minimum  of  $1 
million  each  to  the  fund,  Erskine  B. 
Bowles's  possible  departure  was  a  huge 
concern.  Bowles  allayed  their  fears. 
"Don't  worry,"  participants  remember 
him  saying.  "I'm  going  to  stay  and  run 
the  fund."  Two  weeks  later,  Bowles  was 
on  the  phone  to  investors  with  news: 
President  Clinton  wanted  him.  Declining 
the  job  was  not  an  option. 

Perhaps  investors  in  the  fund,  which 


CAROUSEL  RIDE 

HISTORY  The  $183.5  million 
Carousel  Capital  LBO  fund 
was  launched  by  Bowles  last 
May.  Bowles  resigned  as  gen- 
eral partner  when  he  accepted 
the  White  House  Chief  of 
Staff  job.  His  fund  stake  will 


with  Bowles  and  Schwab  last  spriia 
The  idea  was  simple.  Start  wii 
Bowles's  connections  from  a  26-year  c| 
reer  as  an  investment  banker  and  fro; 
working  in  the  Clinton  Administration 
first  as  head  of  the  Small  Business  As 
ministration  and  later  as  Clintore 
deputy  chief  of  staff.  Add  Schwab's  of 
erating  experience:  Bowles's  formi 
University  of  North  Carolina  roommal 
had  led  his  own  buyout  of  a  $350  mi 
lion  amusement-park  business  calle 
King  Entertainment  Co.,  that  yieldef 
an  80%  annual  return  to  investors  bf 
fore  it  was  sold  to  Paramount  Pari! 
in  1992. 

"HOME  RUN."  To  find  prospects  amori 
the  small  and  medium-size  Southeastes 
firms  they  targeted,  Carousel's  managir 
partners  plan  to  rely  on  the  fund's  i\ 
investors  for  tips.  Almost  all  are  retire 
or  current  top  executives  of  Southei, 
companies,  including  Oakwood  Home; 
Winn-Dixie  Stores,  America  Online,  an 
Home  Depot.  The  Carousel  manage! 
also  plan  to  ask  investors  to  serve  cj 
boards  at  acquired  companies.  "Thji 
fund  is  still  a  home  run,"  says  Tor' 
Plath,  director  of  til 
center  for  bankir 
studies  at  the  Unive 
sity  of  North  Carolir 
at  Charlotte 

So  far,  Carousel 
investors  seem  to  t 
putting  patriotis 
ahead  of  their  own 
terests.  At  least  son" 
believe  that  Bowk 


4.  r™,  *■  e  t.  be  placed  in  a  blind  trust.  ,  ,  .  •  .  .as 
expect.  That  forecast,   l   had  no  choice  but  t 


plus  the  Bowles  aura, 
had  led  some  of  the 
South's  leading  exec- 
utives to  put  their 
money  on  Carousel. 
NationsBank  Corp. 
Chief  Executive  Hugh 
L.  McColl  Jr.  and 
First  Union  Corp. 
chief  Edward  E. 
Crutchfield  Jr.  each 
agreed  to  seed  the 
fund  with  $25  million 
of  their  banks'  funds 
in  their  first  meetings 


INVESTORS  First  Union  and 
NationsBank  put  up  $25  mil- 
lion each.  Eighty-eight  individ- 
ual investors  put  up  a  mini- 
mum of  $1  million  each  for  an 
expected  annual  return  of  30%. 

PURPOSE  The  fund  is  working 
on  up  to  12  LBOs  of  retail, 
health-care,  and  services 
companies.  Deals  range  in  size 
from  $25  million  to  $150 
million. 

DATA:  BUSINESS  WEEK 


serve  when  his  coui 
try  called.  "When  he 
on  his  deathbed,  he 
be  glad  he  did,"  saj 
Carousel  investor  an 
America  Online  In 
founder  James  '\ 
Kimsey.  Of  cours< 
that  kind  patriotic 
will  be  more  sorel 
tested  if  any 
Carousel's  deals  en 
up  in  extremis. 

By  David  Greisin 
in  Atlanta 
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COMMENTARY 

By  Joseph  Weber 

CSX-CONRAIL:  HOW  SHAREHOLDERS  WOULD  GET  RAILROADED 


Should  major  business  decisions  be 
left  to  greedy,  shortsighted  share- 
holders? Or  should  boards,  with 
their  long  view,  be  the  ultimate  rul- 
ers? To  hear  CSX  ceo  John  W.  Snow 
tell  it,  some  decisions  just  can't  be  left 
to  a  company's  owners,  the  sharehold- 
ers. It's  a  peculiar  stance,  coming 
from  an  economist,  lawyer,  and  former 
Nixon/Ford-era  Transportation  Dept. 
official.  Yet  that's  the  sentiment  be- 
hind Snow's  trou- 
bling rationale  for 
csx's  planned  $8.48 
billion  takeover  of 
Conrail  Inc. — a  deal 
that  would  deny 
investors  a  chance 
at  $9.87  billion  of- 
fered by  Norfolk 
Southern  Corp. 

Rather  than  let 
the  marketplace  re- 
shape the  East 
Coast  rail  industry, 
Snow  argues  that 
the  boards  of  Con- 
rail  and  csx  are 
best  qualified  to 
carve  out  a  new 
system.  Besides,  he 
says,  there's  an 
antitakeover  law 
in  Pennsylvania, 

home  to  Philadelphia-based  Conrail, 
that  allows  directors  to  weigh  other 
interests  equally  with  those  of  in- 
vestors'. "Shareholders  always  want 
more,"  he  says.  "The  Pennsylvania 
statute  creates  the  opportunities  for  a 
board  to  consider  what's  in  the  long- 
inn  interests." 

A  CUSHY  deal.  Nice  argument.  But 
what's  really  at  work  here  is  old- 
fashioned  self-interest.  The  manage- 
ments of  both  Conrail  and  csx  make 
out  mightily  under  their  proposed 
deal.  David  M.  LeVan,  the  Conrail 
chief  who  snubbed  repeated  over- 
tures by  Norfolk  Southern,  would  be- 
come a  CEO-in-waiting  at  the  newly 
joined  csx-Conrail.  After  two  years 
as  chief  operating  officer,  he  would 
take  the  helm  from  Snow.  According 
to  a  lawsuit  filed  by  Norfolk  South- 
ern, the  pact  would  boost  LeVan's 
pay  from  last  year's  $539,000  to  at 
least  $2.3  million  as  ceo.  Not  bad  for 


someone  who  runs  a  $3.7  billion-a- 
year  outfit  whose  sales  and  profits 
have  grown  less  than  10%  since  1990. 
Snow,  meanwhile,  gets  to  stay  on  for 
an  additional  two  years  as  chairman. 

Stockholders  don't  get  such  a  cushy 
deal,  csx  would  pay  $110  a  share  in 
cash  for  the  first  40%  of  stock  ten- 
dered and  then  toss  in  about  $83 
worth  of  CSX  shares  for  each  remain- 
ing Conrail  share,  for  a  total  of  about 


DIFFERENT  DEAL,  SAME  SPIEL 

Like  Time  in  its  1989  Warner  merger,  Conrail  says  CSX 
offers  the  best  fit— despite  a  better  offer  for  shareholders 

$8.48  billion.  At  first,  the  company 
wanted  to  pay  just  $92.50  a  share  for 
its  cash  portion,  but  under  pressure 
from  Norfolk  Southern's  all-cash  bids 
of  first  $100  and  then  $110  a  share,  it 
has  had  to  sweeten  its  offer.  Snow  ar- 
gues that  his  deal  is  actually  richer 
than  Norfolk's  because  stock  prices 
rise  after  mergers.  Just  wait. 

To  give  Snow  and  LeVan  their 
due,  the  intellectual  case  for  their 
bid  has  a  certain  elegance.  Conrail, 
they  say,  was  never  looking  to  sell  it- 
self to  the  highest  bidder  but  rather 
wanted  the  best  possible  partner  it 
could  find  to  form  a  strategic  al- 
liance. With  csx's  enviable  spots  in 
sea-  and  track-shipping,  along  with 
rail,  the  deal  does  make  sense.  But 
Norfolk  Southern  has  been  the  na- 
tion's most  profitable  big  carrier  for 
years.  And  its  managers  know  a  few 
things  about  smart  railroading. 
Moreover,  tins  is  a  path  investors 


have  been  down  before — in  the  merg- 
er that  created  Time  Warner  Inc.  In 
1989,  a  Delaware  court  said  Time 
could  acquire  Warner  without  even 
holding  a  Time  shareholders  meeting, 
though  the  move  killed  a  $200-a-share 
rival  offer  for  Time  by  Paramount 
Communications  Inc.  The  court,  siding 
with  Time's  directors,  ruled  the  Time- 
Warner  alliance  was  in  Time's  best  in- 
terest long  term.  That's  debatable 

now.  Time  Warner 
trades  near  40,  the 
equivalent  after  a 
stock  split  of  $160 
a  share  in  1989. 

But  the  csx- 
Conrail  deal  is 
more  troubling 
than  the  Time 
Warner  deal  be- 
cause it  relies  on 
Pennsylvania's 
antitakeover  law  to 
give  it  an  edge. 
Citing  that  law, 
Conrail's  board  has 
agreed  to  reject  all 
offers  other  than 
csx's  until  July  12. 
By  then,  csx  ex- 
pects to  control  the 
stock — first  by  buy- 
ing up  just  under 
20%  and  then  through  a  shareholder 
vote  that  gives  it  the  right  to  buy  an- 
other 20%.  The  state  law  lets  Conrail 
simply  say  no  to  Norfolk  Southern  or 
anybody  else.  "If  you're  pro-share- 
holder rights,  you'd  say  this  is  a  race 
to  the  bottom,"  says  Philadelphia  cor- 
porate lawyer  Richard  J.  Busis. 

The  1989  antitakeover  law  was  de- 
signed to  thwart  raids  on  local  com- 
panies by  foreign  slice-and-dice 
artists  out  to  kill  jobs  for  quick  mar- 
ket gains.  It  was  never  aimed  at  effi- 
ciency-driven bidders  such  as  Norfolk 
Southern.  Even  at  the  time  the  law 
was  being  considered  in  the  state  leg- 
islature, one  Democratic  state  senator 
dubbed  it  "the  fat-cat  protection  and 
shareholder-rip-off  act."  If  the  csx- 
Conrail  bid  sails  through,  those 
words  will  prove  prophetic. 

Weber  is  business  week's  Philadel- 
phia bureau  chief. 
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Its  one  of  the  largest 
corporate  card  contracts  ever. 
So  why  did  IBM  choose  Diners  Club'  to 
serve  them  worldwide? 

They  know  a  good  business  machine 
when  they  see  one. 
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ADVERTISING 


ABSOLUTE 
FOLLY? 

Liquor's  TV  foray  may  create  a  backlash  against  all  alcohol  ads 


■  t  doesn't  look  like  one  of  the  all-time 

■  shrewd  political  moves.  Hours  after 

■  U.S.  liquor  companies  announced  on 
Nov.  7  that  they  were  lifting  a  48-year- 
old  self-imposed  ban  on  television  and 
radio  advertising,  the  backlash  had  be- 
gun. Federal  Communications  Commis- 
sion Chair-man  Reed  E.  Hundt  threat- 
ened new  regulation.  In  his  weekly 
radio  address,  President 
Clinton  on  Nov.  9  com- 
pared alcohol  companies 
to  tobacco  makers  and 
called  on  company  execu- 
tives to  "get  back  on  the 
ban."  Senate  Majority 
Leader  Trent  Lott  (R- 
Miss.),  in  a  rare  instance 
of  bipartisan  unanimity, 
agreed.  Even  the  people 
who  would  seem  to  bene- 
fit most — network  and 
cable-TV  executives — said 
liquor  advertising  had  no 
place  on  TV. 

So  what  were  the  spir- 
its companies  thinking, 
anyway?  Blame  despera- 
tion. Their  assault  on  the 
airwaves  is  driven  by  a 
two-decade  drop  in  liquor 
consumption.  In  contrast, 
wine-  and  beermakers, 
which  rank  among  TV's 
biggest  advertisers,  have 
seen  sales  jump  during 
the  same  period. 
BEST  SHOT.  Distillers  fig- 
ure then-  best  shot  at  re- 
versing the  decline  lies 
in  attracting  Generation 
X  consumers.  So  they've 
spent  millions  on  new 
print  campaigns  aimed  at 
them.  But  nothing  reaches  that  group  as 
well  as  television,  and  when  the 
Supreme  Court  unanimously  struck 
down  Rhode  Island  laws  limiting  liquor 
advertising,  executives  saw  an  opening. 
The  May  13  landmark  ruling,  44  Liquor- 
mart,  Inc.  vs.  Rhode  Island,  makes  it 
hard  for  lawmakers  to  restrict  truthful 
commercial  speech. 

With  cigar  and  martini  bars  rising  in 
popularity,  liquor  companies  now  see  a 
historic  opportunity.  "In  the  1980s,  we 


were  on  the  outside  looking  in,"  says 
Gary  Clayton,  marketing  director  for 
Beefeater  Gin.  "In  the  '90s,  we're  a  part 
of  the  culture." 

Even  if  efforts  to  get  on  television 
fail,  spirits  makers  still  could  come  out 
ahead.  In  the  current  political  climate, 
regulators  may  end  up  cracking  down 
on  all  alcohol  ads.  That,  at  least,  would 


ISI 


ad  executives.  That  audience  is  mu 
younger  than  the  nation  as  a  whole, 
which  30%  of  residents  are  underaj 
Yet  the  back  cover  of  the  December 
sue  carries  an  ad  for  V.  0.  Seagram  Cc 
Absolut  Vodka,  and  inside  pages  a 
filled  with  rival  ads.  Liquor  advertising 
Allure  (with  44%  underage  reader 
Rolling  Stone  (35%),  and  others  pro 
Spin  is  hardly  the  exception. 

Liquor  companies  say  spillover  to 
underage  audience  is  inevitable.  Anti- 
cohol  crusaders  call  that  argume 
disingenuous.  They  say  the  few 
spots  already  on  the  air  prove  the 
case:  A  Seagram  ad  that  has  run 
Texas  depicts  two  dogs  participating 
a  graduation  ceremony.  "For  the  indi 
try  to  say  they're  not  targeting  youi 
people  is  absurd,"  sa 
Karolyn  Nunnallee,  pre 
ident-elect  of  Mothe 
Against  Drunk  Drivinj 
Already,  the  oppoi 
tion  is  mobilizing.  With 
days  of  the  industry  a 
nouncement,  the  Cent 
for  Science  in  the  Pub 
Interest,  a  consumer  a 
vocacy  group,  sent  o 
*  Community  Action  Ki 
to  750  groups  across  tf 
country.  Jay  R.  Stro 


GIN-ERATION  X:  Liquoi 
companies  know  that 
no  media  reach  this 
group  as  well  as  TV 


LIQUOR'S  SALES  DROUGHT 
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level  the  playing 
field — although  the  loss 
of  beer  and  wine  ad 
dollars  would  be  a  big 
blow  to  networks  and 
televised  sports.  "It's  a 
win-win  situation  for 
the  [liquor]  industry," 
says  Roy  D.  Burry, 
beverage  analyst  at 
Oppenheimer  &  Co. 

The  argument  is 
simple:  Alcohol  is  alco- 
hol. Wine,  whiskey,  or 
six  pack,  they  all  do 
the  same  thing — and  should  be  subject 
to  the  same  advertising  rules.  Liquor 
executives  also  insist  that  their  TV  ad- 
vertising will  follow  voluntary  guide- 
lines avoiding  images  and  time  slots 
that  appeal  to  kids. 

That  could  be  a  hard  promise  to  keep, 
because  nearly  every  major-  brand  is  try- 
ing to  win  over  young  consumer's.  Con- 
sider Spin  magazine.  Forty-eight  per- 
cent of  the  hip  music  magazine's  readers 
are  under  21,  according  to  data  used  by 
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director  of  California's  Alcoholic  Be 
erage  Control  Dept.,  says  that  if  liqu 
ads  hit  the  tube  in  his  state,  "peop 
are  going  to  come  out  of  the  woo  11 
work"  seeking  countermeasures  th  ''• 
could  include  an  increase  in  alcohol  ta  i'-V 
es,  point-of-sale  restraints,  and  conte 
restrictions — all  of  which  would  hu 
the  industry  even  if  it  wins  the  fight 
get  on  the  airwaves.  And  Senator  Jol 
McCain  (R-Ariz.)  already  has  a} 
nounced  that  if  he  heads  the  Commeri 
Committee,  as  expected,  its  first  ord| 
of  business  will  be  to  hold  hearings 
the  issue. 

Liquor  executives  remain  confider 
though.  Eventually,  says  Carolyn  Par 
er,  a  vice-president  at  United  Distiller 
"people  will  adjust  to  the  change  ai! 
see  they  have  nothing  to  fear."  Thai1 
one  possibility.  The  other  is  that  th 
move  will  bring  a  whole  new  rounc 
regulation.  But  that's  a  risk  the  boo:! 
business  appears  willing  to  take. 

By  David  Leonhardt  and  Mil 
France  in  New  York,  with  burea\ 
reports 
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AS  INTEL  CRANKS 
OUT  THE  CHIPS . . . 


HEADLINER:  EVANDER  HOLYFIELD 


A  HEAVYWEIGHT  PAYDAY 


Mike  Tyson  may  have 
emerged  bruised  and  beat- 
en in  his  Nov.  9  bout  with 
Evander  Holyfield,  but  no 
one  else — except  Vegas 
bookies — felt  much  pain. 

In  all,  the  fight  generat- 
ed some  $115  million  in 
revenues,  one  of  the  big- 
gest takes  in  boxing  histo- 
ry. Most  came  from  the  1.6 
million  or  so  fight  fans  who 
paid  up  to 
$49.95  to 
see  the 
telecast. 

How 
was  the 
purse  di- 
vided? 

Showtime  and  pro- 
moter Don  King  split 
about  $45  million  in 
pay-per-view  fees, 
and  King  took  home 
the  $14  million  gate 
and  $10  million  from 
overseas  and  closed- 
circuit  rights.  Cable 


companies  got  an  addition- 
al $36  million  for  carrying 
the  fight.  King  is  paying 
Tyson  $30  million,  Holy- 
field  $11  million. 

The  bookies,  however, 
took  a  bath.  Vegas  odds 
dropped  to  5  to  1  from  25 
to  1  before  the  opening 
bell  because  late 
bettors  favored 
*  %  Holyfield.  "Every- 
one I've  talked  to 
was  basically 
plastered," 
says  Jay 
Kornegay  of 
"      the  Imperial 
Palace.  Re- 
match, any- 
one? King, 
who  has 
promotion- 
al rights,  is 
pushing  for 
one  in 
March. 

By  Ron 

Grover 


DW!  PERELMAN 
IPS  INVESTORS 

i\  ARE  INVESTORS  SO  MAD 

Ron  Perelman,  the  billion- 
*e  owner  of  80%  of  Marvel 
itertainment  Group?  To 
event  Marvel  from  making 
Chapter  11  filing,  Perelman 
oposed  investing  $350  mil- 
n  to  acquire  newly  issued 
ares  at  a  steep  discount, 
le  stock  immediately  fell 
%,  to  less  than  $3.  The  rea- 
n,  say  irate  investors,  is 
it  the  proposed  deal  scalps 
>ck-  and  bondholders  while 
enriches  Perelman.  It  also 
sures  that  he  keeps  control 
Marvel.  "Perelman  doubles 
i  money  right  away,  and 
8  shareholders  go  from 
.50  to  $1.70  per  share," 
ipes  kdp  Investment  Advi- 
•s  analyst  Phelps  Hoyt.  His 


CLOSING  BELL 


 MIGRAINE 

o  Bergen  Brunswig,  it 
eemed  a  smart  move:  Buy  a 
rugmaker  to  gain  a  captive 
ource  of  lucrative  products, 
ut  when  the  $9.9  billion 
rug  wholesaler  proposed  on 
ov.  12  to  merge  with  ailing 
'ax,  the  U.S.'s  biggest 
eneric  drugmaker,  Bergen's 
hares  fell  12.6%,  to  27'A, 
lough  they  bounced  back  a 
it  the  next  day.  Reasons  for 
oubt:  Ivax  lost  $179  million 
n  sharply  lower  revenues  of 
223  million  in  the  third 
uarter.  Analysts  also  wonder 
Bergen  can  retain  Ivax 
ampetitors  as  customers. 
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advice:  Turn  down  Perelman's 
deal  and  allow  Marvel  to  file 
for  Chapter  11.  Then,  Hoyt 
figures,  investors  would  stand 
a  chance  of  making  $4  a 
share. 


TO  SAY  INTEL  IS  OPTIMISTIC 

about  PC  sales  is  an  under- 
statement. On  Nov.  13,  it 
announced  plans  to  build  chip 
plants  in  Fort  Worth  and 
San  Jose,  Costa  Rica,  for  a 
total  investment  of  $1.6  bil- 
lion. The  new  construction 
comes  on  top  of  $3.1  billion  in 
plants  already  under  way  in 
Israel  and  Ireland.  Plus,  Intel 
says  it  has  begun  to  build  a 
flash-memory  assembly  plant 
in  Shanghai  it  announced  last 
year.  Intel  recently  said 
strong  PC  demand  would  pro- 
pel its  fourth-quarter  rev- 
enues and  profit  margins 
"significantly"  above  Wall 
Street's  expectations. 


IBM  ALSO  HOPES  TO  CAPITALIZE 

on  strong  PC  sales.  On  Nov. 
13,  it  bid  some  $80  million  for 
Edmark,  a  developer  of  con- 
sumer and  education  software 
for  the  school  market.  Big 
Blue  wants  to  broaden  its  line 
of  consumer  products  partly 
because  its  new  Aptiva  home 
PCs  are  doing  well.  Dataquest 
figures  ibm's  share  of  the 
worldwide  home-PC  market 
hit  8.2%  at  midyear,  up  from 
just  5.9%  two  years  ago.  IBM 
says  Edmark  will  keep  that 
name  and  its  Redmond 
(Wash.)  headquarters. 


YOU  MIGHT  WANT  TO  CONSIDER 

an  alternative  to  aspirin  if 
you  suffer  from  heart  disease. 
Results  from  a  study  released 
on  Nov.  13  of  19,000  people— 


the  largest  trial  ever  of  an 
experimental  new  medica- 
tion— show  that  a  new  drug 
called  clopidogrel  is  modestly 
better  than  aspirin  in  pre- 
venting strokes  and  heart  at- 
tacks in  people  who  already 
have  heart  disease.  The  prob- 
lem: The  drug,  made  by 
Paris-based  Sanofi,  is  likely 
to  cost  hundreds  of  times 
more  than  aspirin. 

MOTHER  NATURE 
DAMPENS  INFLATION 

A  MIDWEST  HARVEST  THAT'S 

better  than  expected  is  help- 
ing to  ease  inflation  fears. 
The  Agriculture  Dept.  on 
Nov.  12  raised  its  estimates 
for  this  vear's  corn  crop  by 
3%,  to  9.27  billion  bushels. 
Farmers  got  a  break  from 
Mother  Nature:  Timely  mid- 
summer rains  averted  a  cri- 


sis, and  warm  weather  at  the 
end  of  the  season  boosted 
yields  to  an  average  126.5 
bushels  per  acre,  up  from 
113.5  bushels  a  year  ago. 
Still,  next  year  could  bring 
another  inflation  scare 
because  inventories  remain 
tight.  The  USDA  pegs  stock- 
piles of  corn  at  just  1.1  billion 
bushels — 27%  below  what 
analysts  would  like. 

ETCETERA... 

■  Energy  Secretary  Hazel 
O'Leary  resigned  her  Cabi- 
net post  on  Nov.  13. 

■  tiSAir  is  changing  its  name 
to  us  Airways,  and  is  giving 
its  planes  a  new  look. 

■  The  spree  continues:  hfs  is 
bidding  some  $1.7  billion  for 
relocation  giant  phh. 

■  Dell  Computer's  third- 
quarter  earnings  jumped 
93%,  to  $145  million. 


THIS  DRUG  S  PRICE 
IS  HEART-STOPPING 


. . .  BIG  BLUE 
HEADS  FOR  SCHOOL 
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wV^fr   US  WEB 

/  OUTFITTERS  TO  THE  WORLD  WIDE  WEB  " 


Got  a  moment?  We'd  like  to  tell  you  a  little 
about  our  three  favorite  things.  (As  you've  no 
doubt  already  guessed,  magazine  advertising 
isn't  numbered  among  them.) 

They  are,  in  no  particular  order,  the  World  Wide 
Web,  your  business,  and  the  future. 

At  USWeb  we  believe-and  we're  far  from 
alone-that. we're  on  the  verge  of  a  revolution. 
The  entire  globe  is  being  linked  in  a  vast  web  of 
instantaneous  communication.  The  commerce 
and  communication  of  tomorrow  will  be  carried 
out-and,  we  might  add,  greatly  streamlined-by 
Internet  and  Intranet  technologies. 

And  the  future  may  be  closer  than  it  appears. 
Thousands  upon  thousands  of  businesses  of 
all  kinds  have  already  established  Web  sites. 
Countless  more  are  anxious  to  make  their  pres- 
ence felt  online  as  soon  as  possible. 

That's  where  USWeb  comes  in.  As  a  national 
organization  with  offices  all  across  the  country, 
we're  the  first  to  combine  local  responsiveness 
with  unprecedented  Internet  and  Intranet  exper- 
tise. So,  working  with  USWeb  means  more  than 
Web  site  design  and  development.  It  means  a 
thorough  needs  analysis.  Carrier-grade  hosting. 
Education.  Access.  Basically,  from  the  moment  you 


walk  through  the  virtual  door,  you'll  be  in  the 
most  capable  hands  cyberspace  has  to  offer. 

Need  more  information?  (Not  surprising. 
Magazine  advertisements  can  be  rather  limiting.) 
Visit  our  Web  site  at  www.usweb.com/last.  Or, 
call  1-888-USWEB-411,  ext.  201  and  we'll  provide 
you  with  a  free  guide  describing  how  the  Web 
can  transform  your  business.  And  please  call 
soon.  After  all,  this  may  be  the  last  you'll  see  of  us 
for  a  while.  In  a  magazine  advertisement,  anyway. 
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Washington  Outlook 


UTED  BY  OWEN  ULLMANN 


PAIR  OF  LIVE  WIRES 
nil  CHARGE  THE  TELECOM  DEBATE 


John  McCain  was  one  of  just  five  senators  to  vote  against 
I  the  landmark  Telecommunications  Act  of  1996.  His  beef: 
'The  law  deregulating  the  telecom  industry  didn't  go  far 
>ugh.  Now  the  Arizona  Republican  is  in  line  to  chair  the 
late  commerce  committee  that  crafted  the  sweeping  re- 
ms.  And  that  may  well  mean  political  fireworks  ahead. 
VIeCain  is  a  far  cry  from  the  current  chairman,  bland  South 
kotan  Larry  Pressler,  who  lost  reelection.  McCain's  bold 
ids  have  riled  some  in  the  industry.  He  has  favored  making 
adcasters  pay  billions  for  new  airwave  ca- 
ity  that  Pressler  wanted  to  sell  on  better 
ns  for  the  industry.  McCain  also  wants  to  lift 
its  on  foreign  ownership  of  U.  S.  communi- 
ons companies.  And  while  Pressler  was  con- 
ired  an  ineffectual  overseer  of  the  Federal 
nmunications  Commission,  McCain  will  keep 
FCC  on  a  short  leash. 

McCain's  pressure  on  the  FCC  will  be  mir- 
ed by  a  fellow  deregulator  in  the  House, 
aresentative  W.J.  "Billy"  Tauzin  (R-La.), 

new  head  of  the  House  telecom  subcom- 
tee,  plans  his  own  hearings  on  whether  the 
ncy  is  going  too  far  in  setting  new  rules  for 
ating  competition.  "They  are  both  assertive 

not  averse  to  expressing  their  views,"  says 
tt  Cleland,  managing  director  with  Schwab 
shington  Research  Group. 
OLOGICAL  BATTLES.  That's  good  news  for  the 
>y  Bells — hardly  FCC  fans.  A  brawl  is  now  brewing  over  how 
overhaul  the  system  of  subsidies  that  keeps  local  phone 
is  low  in  high-cost  rural  areas.  The  fcc  plans  to  add  bargain- 
ement  Internet  access  for  schools  and  libraries  to  the  new 
sidy  system.  But  that  could  force  local  phone  companies  to 
c  more  into  the  new  subsidy  fund.  McCain,  who  pushed  to 

existing  subsidies,  and  Tauzin  are  likely  to  challenge  that, 
e  FCC  is  doing  a  little  social  engineering,"  Tauzin  gripes, 
"bough  the  Bells  may  be  cheered  by  such  stands,  others  in 


McCAIN:  Eyeing  the  FCC 


the  industry  are  worried  about  the  change  in  committee 
leadership.  Broadcasters  want  free  use  of  additional  spec- 
trum to  shift  from  the  ciurent  analog  television  system  to  dig- 
ital TV.  Until  all  Americans  have  digital  tv  sets,  they  argue, 
they'll  need  the  extra  airspace  to  beam  programs  in  both  ana- 
log and  digital  form.  But  McCain  wants  them  to  pay  up 
front  at  auctions,  which  could  raise  at  least  $10  billion. 

Given  broadcasters'  power,  an  auction  remains  a  long  shot. 
Still,  McCain  could  use  that  as  a  bargaining  chip  to  win  oth- 
er concessions,  such  as  free  TV  time  for  political 
candidates.  "The  real  issue  is:  If  they  escape 
auctions,  what  do  they  give  up  in  return?" 
says  Nicholas  W.  Allard,  a  lawyer  with  Latham 
&*Watkins. 

Or  give  in  return.  McCain  and  Tauzin  should 
see  their  own  campaign  coffers  swell  because  of 
their  new  clout.  Both  chairmanships  have  typ- 
ically been  a  magnet  for  business  contribu- 
tions. While  McCain,  who's  up  for  reelection  in 
1998,  is  promoting  campaign  finance  curbs, 
aides  say  he  has  no  plans  to  refuse  donations 
from  the  industries  he  influences. 

The  most  lasting  impression  McCain  and 
Tauzin  may  have  on  the  industry  is  the  future 
of  the  fcc.  Tauzin  has  shown  interest  in  de- 
fanging  the  powerful  federal  regulator.  And 
McCain  will  have  great  influence  over  the  five- 
"  member  commission  next  year  because  the 
Senate  may  confirm  up  to  three  new  members — plus  there's 
talk  that  Chairman  Reed  E.  Hundt  also  may  depart  in  1997. 

Of  course,  McCain's  and  Tauzin's  ambitious  plans  to  reshape 
telecom  deregulation  could  spark  clashes  with  some  Demo- 
crats as  well  as  within  the  industry.  "There  will  be  some  se- 
rious ideological  battles,"  warns  one  Capitol  Hill  staffer.  With 
these  new  powerbrokers  in  charge,  last  year's  historic  telecom 
fight  may  have  been  only  Round  One. 

By  Amy  Barrett 


CAPITAL  WRAPUP 


^-MODERATE  MUTINY? 

The  clout  of  Republican  centrists 
ill  soon  be  tested  on  Capitol  Hill, 
epresentative  Joseph  M.  McDade 
'a.),  recently  acquitted  of  bribery 
arges,  wants  to  reclaim  the  chair- 
anship  of  the  House  Appropriations 
)mmittee  he  passed  up  in  1994  to 
nservative  Bob  Livingston  (La.), 
at  some  colleagues  think  McDade  is 
pork-barrel  pol  and  are  balking.  In 
e  Senate,  GOP  centrist  John  H. 
lafee  (R.I.)  may  face  a  challenge 
om  his  party's  right  for  the  chair- 


manship of  the  Environment  &  Public 
Works  Committee.  A  Chafee  defeat 
would  be  the  first  time  the  Senate  has 
bypassed  its  sacred  seniority  system. 

CALLING  ALL  CEOS 

►  Chicago  lawyer  William  M.  Daley 
has  the  inside  track  on  replacing  Mick- 
ey Kantor  as  Commerce  Secretary,  but 
the  White  House  still  hopes  to  place  a 
CEO  in  the  job.  John  H.  Bryan  of  Sara 
Lee  Corp.  and  Hughes  Electronics 
Corp.'s  C.  Michael  Armstrong  rebuffed 
feelers.  Another  prospect:  Sprint 
Corp.'s  William  T.  Esrey. 


LABOR'S  LOST  LOVES 

►  It's  bad  enough  for  organized  labor 
that  the  Democrats  failed  to  retake 
control  of  Congress.  Now  labor  is 
fretting  the  loss  of  its  strongest  sup- 
porters in  the  White  House.  Deputy 
White  House  Chief  of  Staff  Harold 
Ickes,  a  liberal  New  York  labor 
lawyer,  is  quitting  after  being  passed 
over  for  staff  chief.  And  Labor  Secre- 
tary Robert  B.  Reich,  the  Adminis- 
tration's loudest  liberal  voice  and  a 
champion  of  the  recently  enacted  min- 
imum wage  hike,  is  also  departing. 


International  Business 


JAPAN 


HASHIMOTO'S 
SHOCKER 


His  proposed 
reforms  would 
revolutionize 
Japanese  finance 

Glacial  change.  That  was  the  ex- 
pectation in  Japan  as  Prime  Min- 
ister Ryutaro  Hashimoto  formed 
the  Cabinet  of  his  new  govern- 
ment in  early  November.  After  cam- 
paigning for  reelection  on  a  reform  plat- 
form that  few  believed,  Hashimoto 
packed  his  new  Liberal  Democratic  Par- 
ty Cabinet  with  old-line  politicians  who 
know  money  politics  mms 
but  have  little  stomach 
for  taking  on  the  coun- 
try's bureaucrats. 

But  then  Hashimoto 
made  a  bold  bid  to 
shatter  the  skepticism. 
On  Nov.  11,  the  Japa- 
nese Premier  ordered  up 
a  sweeping  overhaul  of 
Japan's  byzantine  finan- 
cial markets  by  2001. 
To  give  the  plan  some 
gravitas,  Hashimoto 
even  peddled  the  pack- 
age as  Tokyo's  answer 
to  London's  Big  Bang, 
a  dramatic  market 
transformation  in  1986. 
"This  is  really  heavy," 
.gushed  one  senior  Min- 
istry of  Finance  official, 
tionary  step." 

DYSFUNCTIONAL.  Not  quite,  since  these 
ideas  have  been  debated  for  years.  And 
no  one  knows  if  Hashimoto  is  committed 
to  reform  or  practicing  a  shrewd  kind  of 
public  relations  by  promising  the  sort  of 
change  he  knows  the  system  will  not 
permit.  An  overhaul  of  Japan's  ineffi- 
cient financial  sector  would  also  still 


HASHIMOTO  Is  he 

serious  about  change? 


'It's  a  revolu- 


leave  much  of  the  economy  sheltered 
from  foreign  competition  and  burdened 
by  high  costs.  Finally,  Hashimoto  has 
not  made  it  clear  whether  he  intends  to 
curb  the  all-encroaching  power  of  the 
Ministry  of  Finance,  which  many  blame 
for  the  no-growth  economy. 

Yet  the  plan  offers  a  tantalizing  pos- 
sibility of  changing  the  financial  estab- 
lishment that  lies  at  the  heart  of  Japan 
Inc.  Overseen  by  mof,  the  system  for 
decades  has  funneled  Japan's  huge  per- 
sonal savings  into  banks,  which  doled 
it  out  as  loans  to  industrial  giants.  But 
it  has  also  paid  savers  miserly  below- 
market  rates  and  protected  Japan's 
banks  and  brokerage  firms  from  ag- 
gressive foreign  and  domestic  competi- 
tion. In  contrast,  the  Hashimoto  plan 
would  end  fixed  prices 
for  brokerage  commis- 
sions and  many  insur- 
ance premiums,  allow 
banks,  securities  hous- 
es, and  life  insurers  to 
poach  on  each  other's 
turf,  and  open  up  more 
of  Japan's  $2  trillion 
pension  fund  market  to 
j  rivals  in  the  U.  S.  and 
k^^Bfc         I  Europe  (table). 

■  This  may  be  the  mo- 

1  ment  for  Hashimoto  to 
V  .     41  strike.  Musi  Japanese 
W  are  fed  up  with  their 
AE    dysfunctional  financial 
system    after  living 


through  the  scary  slide 
in  equity  and  land 
prices  in  the  early 
1990s,  and  witnessing  last  year's  bank 
runs  and  trading  scandals  at  Daiwa 
Bank  Ltd.  and  Sumitomo  Corp.  Tokyo's 
sky-high  commissions  and  mof's  heavy 
hand  have  doubtless  diminished  Japan's 
status  as  a  global  financial  center,  while 
lower-cost  Hong  Kong  and  Singapore 
have  emerged  as  fierce  regional  rivals. 
Some  even  think  the  yen's  status  as  a 
major  currency  is  threatened.  Says 


David  Hale,  an  economist  with 
Financial  Services  Inc.  in  Chicago,  "n\( 
Japanese  are  committed  to  making 


fait 
tot- 


yen  a  reserve  currency,  and  that  r 
quires  sweeping  deregulation." 

Truth  is,  Tokyo's  financial  marked 
are  already  being  reshaped  by  glob: 
forces.  Big  international  investors  not 
bypass  Tokyo  by  tapping  offshore  ma;^ 
kets  such  as  London  to  buy  Japanes  ft 
stocks  at  up  to  40%  savings  on  con 
missions.  And  in  recent  years,  foreig 
multinationals  such  as  Sears  Roebuci 
DuPont,  and  Walt  Disney,  fed  up  wit 
high  brokerage  costs,  have  delisted  froi 
the  Tokyo  Stock  Exchange.  Angered  b 
stiff  costs,  smaller  investors  are  sittin 
out,  too,  which  has  contributed  to  th 
50%  drop  in  the  Nikkei  since  its  19^ 
bubble  peak. 

An  end  to  fixed  commissions  woul 
probably  increase  the  clout  of  the  Bi 
Four  brokerages,  led  by  Nomura  Seci 
rities  Co.,  at  the  expense  of  the  smaller 


bon  t 
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sewant  more  financial  security  and  greater  returns 


/ers.  But  it  also  would  give  a  bigger 
e  to  Wall  Street  and  European  com- 
itors,  which  are  better  at  creating 
histicated  financial  products  and  ex- 
ting  trades  cheaply.  "All  the  min- 
ers will  get  squeezed  out,"  predicts 
1  Rogers,  equity  strategist  with  UBS 
unties  Ltd. 

kYiNG  MASSES.  Unleashing  real  cond- 
ition would  certainly  spell  doom  for 

weaker  firms.  Japan's  banking  in- 
try  has  too  many  players,  almost  all 
hem  staggering  under  the  weight  of 

loans  totaling  $600  billion.  If  dereg- 
;ion  takes  hold,  four  or  five  full-ser- 
i  banks  would  emerge  and  might 
1  Japan  back  into  the  global  banking 
i  and  advance  its  push  into  Asia's 
ming  markets.  A  number  of  Japan's 
md-tier  brokerages,  many  now  bare- 
;olvent,  would  go  under.  And  there 
!  dd  be  widespread  layoffs,  rarely  seen 
)ost-war  Japan.  J.  P.  Morgan  &  Co. 
lomist  Jesper  Koll  figures  one-third 


of  Japanese  financial  institutions  would 
either  vanish  or  be  snapped  up  by 
Japanese  and  foreign  rivals. 

Hashimoto  may  be  willing  to  risk 
such  turmoil  because  of  another  crisis 
that  needs  attention.  Japan's  graying 
masses  must  be  supported  in  retire- 
ment. For  the  necessary  funds  to  ma- 
terialize, the  country  desperately  needs 
better  returns  on  its  $2  trillion  in  public 
and  corporate  pension  assets.  Invest- 
ment rules  dictated  by  mof  force  Japan- 
ese fund  managers  to  allocate  certain 
amounts  of  capital  into  bonds.  The  re- 
sult is  such  low  interest  rates  that  pen- 
sion and  mutual  funds  have  failed  since 
the  late  1980s  to  reach  their  goal  of  an- 
nual 5.5%  returns  on  assets.  Hashimoto 
now  promises  to  bring  in  foreign  man- 
agers and  loosen  the  investment  rules 
to  boost  returns.  If  he's  serious,  "by 
the  year  2001,  the  environment  here 
will  look  a  lot  more  like  New  York  and 
London,"  says  John  R.  Thomas,  presi- 


Tokyo's 
Big  Bang 


LOWER  FEES 


Brokerage  commissions 
and  most  insurance 
premiums  would  be 
fully  deregulated. 


NO  BARRIERS 


Japanese  banks, 
brokerages,  and  life 
insurers  would  be  free 
to  enter  each  other's 
business. 


BANK  OVERHAUL 


Legal  distinctions 
between  various 
Japanese  banks  would 
vanish.  Commercial 
banks  would  lose  their 
monopoly  of  foreign 
exchange  services. 


NEW  ACCOUNTING 


Japanese  financial 
institutions  would  adopt 
international  accounting 
rules  that  reflect 
changes  in  the  market 
value  of  assets. 

DATA:  BUSINESS  WEEK 

dent  of  J.  P.  Morgan  Trust  Bank  Ltd. 

A  Western-style  financial  system 
would  also  have  profound  implications 
for  the  corporate  sector.  Once  unbound, 
pension  managers  would  demand  much 
higher  returns  from  Corporate  Japan. 
Forced  to  produce  richer  profits  and  a 
superior  stock  performance,  Japanese 
corporations  might  start  selling  their 
subpar  operations  and  shedding  their 
unwanted  stock  positions.  Japanese  com- 
panies are  now  connected  in  a  maze  of 
cross-shareholdings,  a  system  that 
stresses  loyalty  instead  of  focusing  on 
return  on  investment. 

The  burning  question  is  whether 
Hashimoto  has  the  nerve  to  see  his  plan 
through.  Powerful  forces  will  try  to  stop 
reform,  despite  a  popular  yearning  for 
change.  Hashimoto  has  to  become  a 
statesman  and  stop  being  a  mere  politi- 
cian— a  tough  switch.  But  in  Japan,  any 
revolution  must  start  at  the  top. 

By  Brian  Bremner  in  Tokyo 
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JAPAN 


BURGER  KING  WANTS 

TO  BUILD  A  KINGDOM  IN  ASIA 

The  giant  is  mounting  a  push,  but  it  is  far  behind  McDonald's 


When  Anthony  Carter  came  to 
Tokyo  to  teach  the  Japanese  how 
to  make  a  Whopper,  he  found 
they  made  it  precisely  right — just  not 
fast  enough.  So  he  bought  a  stopwatch, 
speeding  them  with  the  cheer,  "Hun- 
gryhungryhungry!"  Says  the  40-year- 
old  Burger  King  Corp.  manager  from 
Orlando:  "Meticulous  is  great,  but  in 
fast  food  you  gotta  be  fast." 

Burger  King  has  been  anything  but 
fast  in  reaching  Asia's  growing  ranks 
of  burger-eaters.  With  only  333  outlets 
throughout  the  region,  compared  with 
McDonald's  Corp.'s  2,409,  America's 
No.  2  burger  chain  is  far  behind.  But 
faced  with  a  saturated  market  in  the 
U.  S.  and  poor  sales  in  Europe  following 
the  mad-cow  scare,  Burger  King  is  em- 
barking on  an  aggressive  expansion  in 


meanwhile,  has  half  Japan's  burger 
market,  with  1,860  stores  and  sales  top- 
ping $2.3  billion.  In  second  place  is  local 
Mos  Burger,  with  25%  of  the  market. 
"We  don't  consider  Burger  King  a  com- 
petitor," sniffs  a  spokesman  for  Mc- 
Donald's Japan. 

Lowes  aims  to  change  that.  In  May 
of  this  year,  Burger  King's  owner, 
British  food  conglomerate  Grand  Met- 
ropolitan PLC,  joined  with  Japan  To- 
bacco Inc.  to  form  Burger  King  Japan. 
The  tobacco  giant,  two-thirds  owned 
by  the  government's  Ministry  of  Fi- 
nance, brings  deep  pockets  to  the  par- 
ty. For  openers,  the  joint  venture 
bought  the  struggling  Love  Burger 
chain.  The  $90  million  acquisition  gave 
the  latecomer  a  jump-start,  with  35 
outlets.  In  Korea,  Burger  King  intends 


Asia.  "We  want  to  be  the  best  in 
the  world    bigger,  better,  and    1  950S  POP  CULTURE 

more  profitable,"  says  Chairman 

and  ceo  Robert  C.  Lowes,  who's    BUY^QY  King  MVL\S  tO  lUFG 

on  a  swing  through  Asia. 

freetime.  The  key  to  Burger  Japanese  teens  with 

King's  new  Asia  strategy  is 

Japan,  where  teenagers  '  are    DQSterS  Of  MarilVIl  MonrOe, 


awash  in  cash  and  free  time. 
But  Burger  King  has  just  43 
outlets  in  Japan.  McDonald's, 


James  Dean,  and  Elvis 


CATCH-UP:  Burger  King  has  Jp3 
spots  in  Japan,  McDonald's  1,8\ 

to  expand  in  a  partnership  wi 
retailer  II  Kyung  Ltd. 

Lowes  plans  to  open  200-pl 
stores  annually  for  at  least  thr 
years — mostly  franchises,  whi' 
will  ease  the  investment  burden  i 
the  company.  "Our  problem  is  la 
of  convenient  [locations],  and  mo 
outlets  are  the  way  to  solve  thai 
says  David  J.  Chapman,  vice-pre; 
dent  for  Burger  King  Asia  Pacif 
Burger  King  turned  to  Japan  1 
bacco  after  first  trying  retailing  j 
ant  Seibu  Ltd.  in  1993.  But  tl 
companies  had  different  visions 
how  fast  to  expand.  "The  aggrc 
sive  scale  we  wanted  wasn't  wh 
they  wanted,"  says  Lowes.  "Jap; 
Tobacco  and  its  financial  muse 
give  us  the  strength  we  need." 
Some  analysts  suspect  the  coi 
pany  may  be  putting  its  Asia  stratej 
on  fast  forward  as  a  prelude  to  a  se 
off.  Other  fast-food  watchers  note  th 
Asia  will  be  a  huge  marketing  challeng 
"They  don't  have  the  natural  intern, 
tional  cachet  that  McDonald's  wou 
have,"  says  Jack  Trout,  a  marketi 
strategist  in  Greenwich,  Conn. 

But  Burger  King  has  catchy  ide 
that  it  hopes  will  grab  customers.  0 
lets  are  being  decorated  with  1950s  a 
'60s  U.  S.  pop-culture  memorabilia, 
some  stores,  Hollywood  sets  the  tonl 
with  Marilyn  Monroe,  Marlon  Brand 
and  James  Dean  pouting  from  poste 
For  younger  crowds,  rock  'n'  roll  histi 
ry  lines  the  walls  in  original  albums  b 
Elvis  Presley.  The  look  is  enhanced  wit 
checkered  floor  tiles  and  other  item 
"I  just  love  these  chairs,"  says  26-yea: 
old  Shinobu  Fukushima  of  the  sparklin 
red  diner  seats  at  the  outlet  in  Tokyo 
trendy  teen  district.  Sales  have  jumpe 
40%  to  50%  with  the  pop  theme. 

While  McDonald's  is  known  for  sui 
local  variations  as  teriyaki  burgers  an 
fried  rice,  Burger  King  wants  to  pn 
mote  a  traditional  taste.  It  hopes  lettuc 
and  tomatoes  will  help  win  customer; 
"There's  not  enough  vegetables  at  mos 
other  places,"  says  approving  mothe 
Midori  Morisaka,  who  brought  her 
year-old  son  to  a  Tokyo  outlet  on  a  if 
cent  holiday.  But  there's  no  Burger  Kin 
near  the  Morisaka  home  in  suburba 
Chiba,  only  established  competitors.  S 
if  Burger  King  wants  more  Asian  cu?h 
tomers,  it  will  have  to  hurryhurryhurrj 
The  stopwatch  is  ticking. 

By  Edith  Hill  Updike,  with  Gail  Di 
George  in  Miami  and  Heidi  Dawley 
London 
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4  languages,  multiple  networks,  an  endless  stream  of 
documents  and  one  GP30F  to  manage  the  whole  operation. 


iiiUiu|Je  environments 
with  one  integrated 
document  management  system:  The 
GP30F  Total  Document  Management 
System  from  Canon. 

The  GP30F  is  built  around  open  industry 
standards,  and  it  connects  directly  to 
numerous  network  environments.  So  no 
matter  how  many  different  environments 
you're  working  with,  anyone  on  any  network 
can  print,  fax,  scan  and  copy  more 
productively,  all  through  the  same 

iNervvare 

digital  system.  The  GP30F  also  ££3 
speaks  your  printing  language,  whether 
you're  using  PCL,  PostScnpt,  AFPDS,  SCS 
or  all  of  the  above. 

So  with  the  GP30F,  you  don't  have  to 
change  your  whole  environment  to  make 
your  document  processing  more  efficient. 
I^&„  And  you  don't  have  to 
Ife^P  sacrifice  the  present 
Adobe  PostScript  for  the  future.  The 
GP30F  will  integrate  seamlessly  with 
whatever  new  technology  you  employ. 

If  your  office  needs  an  integrated 
solution  to  document  management,  the 
GP30F  is  one  system  that  can 
manage  the  job  perfectly. 
For   more   information,  call 


k  A 


1  -800-OK-CANON  anytime,  or  visit  us  at 
http://www.usa.canon.com  on  the  web. 

Canon 


Customer  is  responsible  for  determining  compatibility  with  their 
systems  and  applications.  Optional  equipment  required.  Novell  and 
Netware  are  registered  trademarks  of  Novell.  Inc.  TRIL  qualified  Token 
Ring  products  are  certified  for  physical  interoperability  in  multi-vendor 
environments.  PostScript  is  a  trademark  of  Adobe  Systems.  Inc., 
registered  in  the  U.S.  and  other  countries.  AS/400  is  a  registered 
trademark  of  International  Business  Machines  Corporation 
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AXA  TAKES  THE  LEAD- 
AND  OTHERS  WILL  FOLLOW 

The  insurer's  huge  merger  will  force  rivals  to  do  likewise 


He  has  hunted  game  in  Africa, 
camped  out  next  to  China's  Great 
Wall,  and  bought  up  chateaux  in 
Bordeaux.  Claude  Bebear,  chairman  of 
French  insurer  Axa,  has  made  a  career 
of  high-profile  experiences.  On  Nov.  12, 
he  added  another  to  his  list.  After  a 
weekend  of  intense  negotiations,  he  an- 
nounced that  Groupe  Axa  would  merge 
with  Union  des  Assurances  de  Paris, 
France's  largest  insurer.  His  "deal  of  the 
century"  will  create  the  world's  second 
largest  insurance  group  after  Nippon  Life 
Insurance  Co.  of  Japan. 

In  pulling  off  the 
merger— a  share  swap 
that  could  be  worth  as 
much  as  $10  billion — 
Bebear  instantly  posi- 
tioned Axa  as  a  major 
new  force  in  an  increas- 
ingly global  insurance 
and  asset-management 
market.  But  for  start- 
ers, he'll  have  to  bring- 
to  uap,  whose  5%  re- 
turn on  equity  is  half 
that  of  Axa's,  the  share- 
holder-value principles 
he  has  used  for  the  last 
22  years  to  make  Axa  a 
major  player  in  Europe, 
the  U.S.,  and  Asia.  A 
success  could  be  a  mod- 
el for  restructuring  oth- 
er insurers  and  banks. 
Overstaffed  and  under- 
performing,  they  "will  ~ 
have  to  start  facing  their  own  costs," 
figures  cs  First  Boston  London  analyst 
Kashori  Banger. 

"NEVER  APPROVE."  That  could  mean  a 
wave  of  consolidation  or  quick  alliances 
for  insurers  such  as  Groupe  des  Assur- 
ances Nationales  and  Assurances 
Generales  de  France.  French  banks  will 
"have  to  do  something  equivalent,"  says 
Robert  Boublil,  an  analyst  at  Paris  in- 
surer Wargny  Assurances.  "Rather  than 
let  foreigners  gobble  them  up,  they 


should  do  it  themselves."  Indeed,  be- 
fore the  Axa  deal,  uap  itself  had  been 
talking  with  New  York-based  American 
International  Group  Inc.,  says  the  in- 
surer's chairman,  Maurice  R.  Greenberg. 
He  says  he  and  uap  Chief  Executive 
Jacques  Friedmann  discussed  a  possi- 
ble strategic  alliance  and  the  purchase 
by  aig  of  as  much  as  20%  of  uap.  Then, 
on  Nov.  11.,  Friedmann  called  Green- 
berg to  say  he  was  going  with  Axa  in- 
stead. "He  said  that  the  French  gov- 
ernment would  never  approve  of  the 


BEBEAR:  His  deal  with  UAP  will  make  Axa  No.  2  in  the  world 


largest  privatized  French  insurance  com- 
pany being  under  the  influence  of  a  com- 
pany in  America,"  recalls  Greenberg. 

Axa  and  uap  together  will  become  a 
Euromonster.  With  80,000  employees 
and  combined  revenues  of  $60  billion, 
the  merged  companies  will  vault  past 
Germany's  Allianz  as  Europe's  biggest 
insurer.  But  how  successful  will  Bebear 
be  in  exporting  Axa's  nimble  operating 
style  to  uap?  Privatized  in  1994,  UAP 
had  bought  its  way  into  its  position  as 


Europe's  second-largest  insurer  with  co; 
ly  acquisitions  in  Germany  and  Britain, 
also  stocked  up  on  French  real  esta 
that  has  been  languishing  for  years. 

As  competition  and  deregulation 
Europe's  single  market  have  intensifie. 
Friedmann  has  found  restructuring  touj 
going.  Agents  have  resisted  efforts 
shrink  the  organization,  and  uap  rack 
up  losses  of  $400  million  in  1995  befo, 
rebounding  to  modest  profits  in  thf 
year's  first  half.  Its  share  price  has  sm, 
23%,  to  $20,  since  privatization.  Son 
UAP-watchers  are  convinced  that  Bebe 
hasn't  looked  deeply  into  the  insure] 
books  yet.  When  he  does,  they  say  I 
may  find  plenty  of  overvalued  assets.  ' 
nailed  DOWN.  Although  the  new  par 
ners  aim  to  build  a  management  stru 
ture  for  the  yet-to-be  named  group  th 
treats  Bebear  and  Friedmann  equal] 
there's  no  question  that  Bebear  will  1 
in  the  driver's  seat.  It  was  he  wl: 
pushed  the  deal  ( 
Friedmann,  and  the  tv 
cobbled  it  together  ovi: 
the  weekend  after  tlj 
markets  got  wind  of  tl 
discussions. 

Bebear  sees  huge  p 
tential  in  expandir 
Axa's  product  lines 
France,  Germany,  Be 
gium,  and  Britain.  Th; 
looks  like  a  good  she 
given  his  success  J 
managing  past  merger 
Four  years  ago  Y\ 
nailed  down  a  majc 
U.  S.  presence  with  tl 
purchase  of  Equitab 
Cos.  Last  year  I 
bought  51%  'of  Au 
tralia's  No.  2  life  insu 
er.  National  Mutua 
which  also  has  interest 
in  Hong  Kong.  All  tol< 
"  Axa  earned  $542  mi 
lion  last  year.  Its  first-half  net  this  ye; 
surged  52%,  to  $400  million. 

Given  his  record,  the  market  is  lik< 
ly  to  give  him  the  benefit  of  the  doul 
for  now.  In  fact,  Bebear  is  already  tall 
ing  of  new  challenges  in  China  and  i 
fund  management  worldwide.  He  hasn 
even  started  to  digest  uap  yet,  but  th; 
doesn't  seem  to  bother  him  a  bit. 

By  Bill  Ja  vet  ski,  with  Leslie  a 
Quillacq,  in  Paris  and  William  Gla: 
gall  in  New  York 


One  big  question:  Can  Bebear  bring  Axa's 
nimble  operating  style  to  the  bloated  UAP? 
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software  converts  these  words  to  digital  format  so  they  can  be  edited  or  copied 


\  \  \ 


PAPERPORT  Vx  FITS  EASILY  INTO 
YOUR  WINDOWS  OR  MAC  SYSTEM 


t's  sleek  and  sn 


your  keyboard  and  monitor 


KEEP  TRACK  OF  YOUR 
CONTACTS   

Tired  of  forgetting  people's 
names  and  numbers? 
Just  scan  business  cards 
into  PaperPort,  and  its 
CardScan  SE'"  soflware 
automatically  creates  an 
electronic  card  file  of 
your  business  contacts 


rests  right  between 


SCANDIRECT 
MAKES  WORKING 
A  BREEZE  

Our  PaperPort  Deluxe'* 
Software  (which  is 
sold  separately) 
enables  you  to  do 
some  other  amazing 
things  It  offers 
ScanDirect,  which 
lets  you  scan  a 
document  directly 
into  the  application 
you  want — and 
automatically  ad|usts 
PaperPort  to  the 
correct  scan  settings 


UNIQUE  SIMPLESEARCH  CAPABILITY 
HELPS  YOU  RETRIEVE  ANYTHING 

Another  advantage  of  our  new  PaperPort 
Deluxe  Software  is  its  search  capabilities. 
Say  you're  looking  for  that  chinchilla 
article  SimpleSearch  will  help  you  find  it 
By  typing  in  a  keyword,  you  can  retrieve 
the  exact  file  you  want — pronto.  (PaperPort 
quickly  searches  through  every  word  of 
every  document  you've  ever  scanned  ) 


HOPE  FOUND 
FOR  PACK  RATS 

NEW  YORK  Rcteardten  will 
trU-nc  i  nudi  ilhJjv  that  Oipwi  rhere 
ii    WH(    glimmrt    of   hope  lot 

America!  2.A  billion  pack  ran — 
rhote  among  tu  who  main  on  hold- 
ing onto  w  iaj»  of  paper,  old  map- 
line  artidca,  and  newt  dipping*  In 
rrvent  acktfMlAc  truv  liborarory  pee- 
tonnd  determined  that  pack-rat 
Mini',    nit.   in    fin  ...implrlelr 

humin  nature  Tht  ttait  alto  dtacov- 
etetl  rhai  i  mi|Oiiry  of  pack  rm  werr 
eonvinoed  they  eotild  Uk  the  dot- 
irr-eolleviion  hahit.  il  guru  ihe  right 
molt  Rcicuchen  arc  new  m  a  queat 
ight 


I  betic 


.t  ,, 


iluji 


GET  RIO  OF  CLUTTER 


AtitoHaus 


GET  ORGANIZED  WITH 
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our  PaperPort  Deluxe  Soft- 
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into  folders — up  to  1 0,000 
folders,  five  levels  deepl 


Then  there  are  all  of 
those  newspaper  articles, 
financial  statements, 
meeting  notes,  and  Dear 
Binky  columns  you  just 
can't  bear  to  part  with. 
You  can  use  PaperPort  to 
scan  paper  as  long 
as  30  inches,  and  photos 
m  up  to  256  shades  of 
gray.  So  you  can  save 
them  forever,  and  get  rid 
of  the  originals — with 
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need  to  fill  out  All  you  have  to  do 
is  tab  from  field  to  field,  and  type 
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JROPE 


IRLINES  ARE  FASTENING 
HEIR  SEAT  BELTS 

5  European  deregulation  nears,  the  fighting  gets  nastier 


n  a  darkened  cockpit  above  the  North 
Sea,  pilot  Robin  Russell  talks  frankly 
about  his  job  at  British  startup 
■bonair  Airways  Ltd.  The  pay — an  av- 
age  of  $75,000  for  a  captain — isn't 
is,  says  the  Royal  Air  Force  veteran 
i  d  former  executive-jet  flier.  And  new 
lines  come  and  go  all  the  time.  But 
issell,  50,  likes  the  "tremendous  buzz" 
the  fledgling  company,  which  has  giv- 
him  his  first  airline  job.  "This  is  a  big 
portunity  for  me,"  says  Russell,  as 
follows  a  trail  of  navigational  hea- 
ls from  London  to  Copenhagen. 
Although  it  has  been  around  only 
ce  June,  Debonair  is  doing  its  bit  to 
ike  up  the  once  cozy  world  of  Euro- 
an  aviation.  With  barriers  dropping 
;tay,  startups  such  as  Debonair  are 
shing  fares,  challenging  traditional 
•riers  on  short-haul  routes,  and 
airing  a  scramble  for  passengers 
ble).  At  the  same  time,  Europe's  ma- 
carriers  are  planning  drastic  moves 
preserve  market  share.  One  water- 
id  date  is  April,  1997,  when  the  Eu- 
>ean  Union  will  end  restrictions  that 
;p  aii-lines  from  flying  domestic  routes 
;side  their  home  countries. 
EDATORY.  The  fight  for  markets  is 
i  sady  getting  vicious.  By  keeping  costs 
it,  Debonair  can  charge  from  $80  to 
16  for  London-Copenhagen  fares  each 
y  before  tax,  compared  with  $287  to 
^3  round-trip  coach  at  British  Air- 
ys  PLC  and  $254  to  $683  on  sas.  An- 


other Britain-based  newcomer,  Easyjet, 
launched  a  price  war  last  April  against 
klm  on  the  London-Amsterdam  route, 
offering  $58  one-way  tickets.  When  klm 
dropped  its  lowest  fare  to  match  these 
rates,  Easyjet  filed  a  suit  in  London 
and  a  complaint  with  the  EU  charging 
klm  with  predatory  pricing,  klm  says  it 
was  being  competitive.  Still,  the  battle 
shows  that  "the  low-cost  carriers  are 
starting  to  hit  the  bottom  lines  of  some 
of  the  flag  carriers,"  says  Nick  Cun- 
ningham, aviation  analyst  at  bzw  Ltd.  in 
London. 

That  seems  to  be  true,  even  though 
the  majority  of  startups  fail.  According 
to  a  recent  EU  report,  only  20  of  the  80 
airlines  launched  since  1993  remain  in 
business.  Still,  some  analysts  think  the 
newcomers  may  eventually  drive  the 
big  carriers  out  of  the  short-haul  mar- 
ket. Already,  BA  is  turning  over  some 
routes  on  a  franchise  basis  to  lower- 
cost  smaller  airlines,  which  offer  busi- 
ness travelers  access  to  ba's  connect- 
ing flights.  Low-cost  operators  such  as 
Debonair,  which  will  soon  put  electronic 
slot  machines  on  its  seatbacks,  will  prob- 
ably appeal  mainly  to  its  nonbusiness 
passengers. 

The  key  to  the  startups'  competitive- 
ness is  outsourcing.  Debonair,  for  ex- 
ample, leases  its  fleet  of  five  96-seat 
British  Aerospace  146  planes  from  usAir 
Inc.  and  most  of  its  engines  from  their 
manufacturer,  AlliedSignal  Inc.  It  also 


EUROPE'S  TURBULENT  SKIES 

STARTING  NEW  CARRIERS  Of  80 

new  airlines  launched  since  1993, 
only  20  are  still  flying.  But  more 
are  on  the  way. 

CUTTING  FARES  Such  low-cost 
startups  as  Debonair  and  Virgin 
Express  are  slashing  fares  on 
European  routes. 

INVADING  NEW  MARKETS  British 
Airways  has  acquired  control  of  two 
French  domestic  carriers.  Lufthansa 
plans  a  Bordeaux-Marseilles  route  in 
January. 

DATA:  BUSINESS  WEEK 
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UNDERCUT  BIGGIES  LIKE  LUFTHANSA 

outsources  operations  such  as  aircraft 
maintenance  and  ticket  accounting.  "We 
want  to  avoid  having  millions  of  dollars 
in  spare  parts  sitting  on  our  shelves," 
says  Franco  Mancassola,  Debonair's  ceo. 
European  behemoths  such  as  ba  and 
klm  are  also  aiming  for  a  stripped-down 
cost  structure.  Both  ba  and  klm  have 
announced  restructuring  plans. 
JOCKEYING.  Larger  operators  are  also 
positioning  themselves  for  inns  at  neigh- 
boring air  space  when  restrictions  fall. 
Lufthansa  plans  to  add  a  Bordeaux  leg- 
to  its  existing  Munich-Marseilles  flights 
in  January.  On  Nov.  6,  a  French  court 
awarded  control  of  the  insolvent  do- 
mestic carrier  Air  Liberie  to  Air 
France's  archrival,  ba.  Although  it  faces 
an  uphill  battle,  BA  will  try  to  combine 
Ail-  Liberty's  operations  with  those  of  its 
other  French  unit,  tat,  giving  it  about 
20%  of  the  French  market. 

Despite  all  the  jockeying,  Europe's 
air-transport  market  has  a  long  way  to 
go  before  it  matches  the  cutthroat  en- 
vironment of  the  U.  S.  Although  prices 
are  coming  down  where  there  is  com- 
petition, only  6%  of  EU  routes  had  three 
or  more  carriers  flying  as  of  Jan.  1, 
1996.  But  where  competition  is  limited, 
sky-high  prices  prevail.  For  instance,  a 
round-trip  London-Cologne  ticket  on  BA 
or  Lufthansa  still  costs  almost  $521  if 
you  don't  stay  over  Saturday  night. 

But  on  new  airlines  such  as  Debonair, 
passengers  are  pleased.  Says  Hans  Jor- 
gen  Herskind,  59,  a  Danish  textile  ex- 
ecutive returning  home  from  London: 
"For  so  many  years,  London-Copen- 
hagen has  been  monopolized  so  that  it 
was  too  expensive  to  visit  friends."  As 
competition  picks  up,  air  travelers  from 
Athens  to  Dublin  will  look  forward  to 
better  deals,  too. 

By  Stanley  Reed,  with  Heidi  Da /vie y 
in  London  and,  William  Echikson  in 
Brussels 
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MEXICO 


THESE  DINOSAURS' 
AREN'T  EXTINCT  YET 

How  the  ruling  party's  old  guard  cultivates  its  grass  roots 


As  his  helicopter  landed  in  a  remote 
mountaintop  schoolyard,  Manuel 
Bartlett  Diaz  consulted  a  briefing 
book.  "This  is  the  third  time  we've  vis- 
ited Jopala  in  my  three  years  in  office," 
the  governor  of  Puebla  state  says  with 
satisfaction.  "We've  visited  all  but  12  of 
the  state's  217  municipalities  tliree  times 
already,  and  we'll  be  back  again."  With 
that,  the  58-year-old  politician,  a  life- 
long member  of  Mexico's 
ruling  Institutional  Revolu- 
tionary Party  (pri),  hopped 
out  of  the  chopper  and 
climbed  nimbly  down  a 
steep,  slippery  mud  path  to 
town,  where  women  wel- 
comed him  with  a  garland 
of  bright-pink  unroasted 
coffee  beans  and  flowers. 

Then,  he  worked  the 
crowd.  At  a  gathering  in 
Jopala's  market,  he  handed 
out  crop-subsidy  checks 
from  Procampo,  a  farm-sup- 
port agency — getting  polit- 
ical credit  for  the  largesse 
even  though  Procampo  is  a 
federal  agency — and  dis- 
tributed a  half-dozen  port- 
able coffee-husking  ma- 
chines to  peasant  growers. 
He  listened  sympathetically 
to  grievances  about  poor 
roads  and  teacher  short- 
ages. And  he  signed  peti- 
tions and  other  legal-looking  documents 
thrust  in  front  of  him  by  constituents, 
not  bothering  to  read  the  papers. 
PARTY  CADRES.  Whether  the  PR]  is  to 
remain  a  dominant  force  depends  on 
men  like  Bartlett.  Many  Mexicans  are 
angry  at  the  PRI  for  the  current  eco- 
nomic crisis  and  revelations  of  official 
corruption.  On  Nov.  10,  in  balloting  in 
three  states,  the  pri  lost  more  than  one- 
fourth  of  the  city  governments  up  for 
election.  Three  years  ago,  it  dominated 
those  states  with  up  to  98%  of  the  vote. 
But  political  scientist  Luis  Rubio  thinks 
years  of  patronage  have  left  the  PR] 
with  a  loyal  base  of  38%  of  the  elec- 
torate. With  party  cadres  in  every  ham- 
let, the  PR]  stands  a  good  chance  of 
keeping  its  majority  in  next  year's  na- 
tionwide congressional  elections. 


Bartlett,  former  head  of  Mexico's  In- 
terior Ministry,  is  one  of  the  pri's  most 
influential  strategists  and  a  likely  strong 
voice  in  picking  party  candidates  to  the 
senate,  governorships,  and  the  presi- 
dency. Critics  label  as  dinosaurs — a  term 
Bartlett  rejects — the  old-guard  party 
members  who  are  seen  as  resisting  the 
country's  democratic,  free-market  mod- 
ernization. As  Interior  Minister,  Bartlett 


wealth,"  he  says.  "Would  you  call  thj 
dinosaurish?"  The  pri  apparatus  excel 
at  providing  Mexicans  with  personal  at 
tention  at  the  grass  roots.  On  one  (j 
his  twice-weekly  swings  through  thj 
mountainous  state,  orchestrated  by  acj 
vance  teams  with  sound  systems  an! 
banners,  Bartlett  shows  how. 
backslaps.  Wearing  khaki  pants,  beigl 
shut,  and  brown  leather  jacket,  Bartleti 
moves  easily  through  the  crowd  on  hii 
first  stop,  in  the  village  of  El  Ocotaj 
giving  warm  hugs  and  backslaps  to  mej 
he  recognizes  and  kissing  women  on  tH 
cheek.  In  Ocotal,  10%  of  the  villager 
speak  only  Nahuatl,  not  Spanish,  an 
35%  are  illiterate.  The  village  has  n 
running  water,  sewers,  or  telephone; 
But  the  clinic  that  Bartlett  inaugurates 
a  hut  with  cardboard  walls  and  a  raj 
roof,  has  a  two-way  radi 
that  nurse  Gloria  Marque] 
Galloso  uses  to  call  doctor! 
in  a  city  hospital  mile! 
away  for  advice  on  how  t! 
treat  patients.  "Thank  yo 
for  this  clinic,  Governoj 
Bartlett,"  Marquez  says. 

Bartlett,  a  lawyer  b 
training  who  did  postgradi 
ate  study  in  France  an 
England,  reflects  on  th 
changing  times  as  he  hel 
copters  back  to  Puebla 
the  end  of  a  day  in  whic 
he  shook  hundreds  of  hand 
in  five  villages  and  lunche 
with  townspeople  on  mai 
row  soup  and  mutton  taeo: 
Proof  of  the  pri's  adaptabi 
ity,  he  says,  is  that 
agreed  to  far-reaching  pc 
litical  reforms  that  reduce 
the  pri's  clout.  Next  yea 
it  is  expected  to  lose  th 
post  of  Mexico  City  maj 


HANDS-ON 


Governor  Bartlett  does  twice- 
weekly  swings  through  Puebla  state's  rural 
sections,  dispensing  hugs,  coffee-husking 
machines,  and  crop-subsidy  checks 


was  widely  suspected  of  manipulating 
vote-tallying  computers  to  assure  Carlos 
Salinas  de  Gortari's  razor-thin  victory 
in  the  1988  presidential  election. 

Bartlett  argues  that  many  of  the  poli- 
cies pursued  by  President  Ernesto 
Zedillo  Ponce  de  Leon  and  his  recent 
predecessors  are  making  poverty  worse. 
"We  believe  there  have  to  be  intense 
social  policies  and  real  redistribution  of 


or — held  up  to  now  by  PRI  presidenti; 
appointees — to  the  center-right  Nations 
Action  Party  (pan)  or  the  center-lef 
Party  of  the  Democratic  Revolutio 
(prd),  which  have  greater  urban  appea 
"You  can't  say  the  pri  is  against  mod 
ernization,"  Bartlett  contends.  It  wi 
prosper  despite  setbacks,  he  argues,  pre 
cisely  because  it's  not  averse  to  changf 
By  Geri  Smith  in  Puebl 
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The  New 
Pontiac-GMC  Division 
Has  Already  Struck 

Gold. 

As  evidenced  by  the  results  of  the  recent  J.D.  Power  and  Associates  APEAL  Study/'' 
we  believe  the  Pontiac-GMC  merger  is  looking  more  and  more  like  a  win-win  situation. 
Of  all  the  models  rated  by  owners  for  performance,  execution  and  layout, 
Pontiac-GMC  vehicles  captured  four  of  eleven  "Most  Appealing"  awards. 
My  thanks  to  the  men  and  women  of  Pontiac-GMC, 
all  plant  employees,  as  well  as  our  dealers,  suppliers  and  partners, 
for  their  contribution  to  this  outstanding  achievement, 
and  for  making  this  merger  one  of  the  most  powerful  and  promising  in  the  industry. 

Roy  S.  Roberts  Vice  President  &  General  Manager 
Pontiac-GMC  Division 


CMC  Yukon 

"Most  Appealing  Full-Size 
Sport  Utility  Vehicle" 


Pontiac  Sunfire  1 

"Most  Appealing  Compact  Car" 


Pontiac  Bonneville 

"Most  Appealing  Premium  Midsize  Car" 


Pontiac  Crand  Am 

"Most  Appealing  Entry  Midsize  Car"  (tie) 


Pontiac  Sunfire,  Grand  Am,  Bonneville  and  GMC  Yukon  ranked 
"Most  Appealing"  by  J.D.  Power  and  Associates. 


PONTIAC-GM 


996  GM  Corp  All  rights  reserved  Always  wear  safety  belts,  even  with  air  bags  J  D  Power  and  Associates  1 996  Automotive  Performance.  Execution  and  Layout  (APEAL)  Study    Study  based  on  a  total  ot  25.492  consumer  responses 


International  Business 


CUBA 


CUBA  TRADE:  THIS  HORNETS'  NEST 
IS  REALLY  BUZZING 

America's  partners  strike  back  strongly  against  Helms-Burton 


By  signing  the  Cuban  Liberty  &  De- 
mocratic Solidarity  Act  on  Mai-.  12, 
President  Clinton  helped  ensure  his 
Nov.  5  electoral  victory  in  Florida.  The 
measure,  known  as  the  Helms-Burton 
act,  pleased  hard-line  Cuban  exiles  by 
threatening  lawsuits  against  non-U. S. 
companies  that  invest  in  the  island. 

As  it  turns  out,  the  legislation  hasn't 
stopped  foreign  investments  in  Cuba, 
though  it  has  slowed 
them.  Instead,  it  has 
stirred  up  a  hornets' 
nest.  It  has  already 
triggered  retaliatory 
legislation  by  Canada 
and  the  European 
Union.  Even  the  U.  S. 
companies  that  had 
properties  confiscated  in 
Cuba  are  opposed  to 
Helms-Burton,  arguing 
that  it  does  little  to  ad- 
vance their  cause.  To 
avoid  bruising  con- 
frontations with  U.  S. 
trading  partners,  Clin- 
ton may  use  the  discre- 
tion he  has  to  postpone 
for  six-month  periods 
the  activation  of  the 
bill's  key  provision  on 
lawsuits.  To  justify  that,  ~ 
the  Administration  has  been  urging  the 
eu  and  other  partners  to  help  nudge 
Cuba  toward  democracy.  Even  so,  post- 
ponements would  likely  stir  domestic 
political  battles,  much  like  the  annual 
uproar  over  extending  U.  S.  most-fa- 
vored-nation trade  treatment  to  China. 

Helms-Burton's  limitations  as  a  de- 
terrent to  investment  in  Cuba  were  un- 
derscored on  Nov.  12  by  Canada's  mamm 
Sherritt  International  Inc.,  which 
produces  nickel  and  oil  on  the  is- 
land. Sherritt  raised  $506  million 
to  finance  prospective  Cuban  ven- 
tures   from    sugar-growing  to 
telecommunications.  Sherritt  has 
little  to  fear  from  Helms-Burton 
because  it  has  no  assets  in  the 
U.  S.  that  could  be  targeted  by 
lawsuits. 

Since  the  law's  passage,  40  new 
foreign  ventures  have  been  set  up 
in  Cuba,  according  to  Vice-Presi- 


dent Carlos  Lage,  Cuba's  top  economic 
official.  He  denounced  the  law  in  a 
speech  to  the  U.  N.  on  Nov.  12.  "We 
believe  the  damage  from  the  law  will  be 
temporary,"  he  told  business  week. 

Helms-Burton's  crucial  section,  called 
Title  III,  allows  Americans  with  claims 
for  property  confiscated  by  the  Cuban 
government  to  sue  in  U.  S.  courts  to 
collect  damages.  Prospective  targets  of 


MAKING  SUGAR:  Canada's  Sherritt  may  help  modernize  the  industry 


such  suits  are  non-U.  S.  companies  that 
profit  from  businesses  in  Cuba  involving 
the  seized  property. 

"This  is  an  unacceptable  intrusion  into 
the  trade  and  foreign  policy  of  other 
countries,"  says  Canadian  Trade  Minis- 
ter Art  Eggleton,  calling  it  "an  Ameri- 
can bullying  tactic."  Canada  recently 
enacted  "clawback"  legislation,  allowing 

New  Investment  in  Cuba 


COMPANY/COUNTRY 

SHERRITT  INT'L 
CANADA 

LEISURE  CANADA 
CANADA 

SOL  MELIA 
SPAIN 


BUSINESS 

Investing  $500  million  in 
ventures  from  sugar  to  telecom 

Building  up  to  11  hotels 
totaling  4,000  rooms 

Adding  a  cruise  ship  operation 
to  its  Cuban  hotels 
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Canadian  companies  to  counter-sue 
that  country's  courts  to  require  a  U. 
company  to  repay  any  amount  it  wins 
a  U.  S.  court  under  Helms-Burton,  pli 
legal  costs.  The  eu  adopted  similar  cla^ 
back  legislation  on  Oct.  28.  It  giv< 
Europeans  "parity  of  arms"  with  tl 
U.  S.,  says  Sir  Leon  Brittan,  vice-pres 
dent  of  the  European  Commission.  C 
Nov.  20,  the  eu  will  also  ask  the  Wor 
Trade  Organization  to  set  up  a  panel 
rule  on  the  eu's  complaint  that  Helm 
Burton's  targeting  of  non-U.  S.  comp 
nies  is  illegal  under  the  wro. 
big  LOSERS.  Clinton  sidestepped  su< 
frictions  last  July  by  delaying  activ 
tion  of  Title  III  for  six  months.  He  w 
have  to  decide  again  soon  whether 
defer  lawsuits  for  another  six  montl 
starting  on  Jan.  16.  But  even  repeat 
deferrals  would  not  er 
the  tension  with  trai 
ing  partners  over  tl 
Helms-Burton  "swoi 
of  Damocles,"  as  Bri 
tan  calls  it. 

Surprisingly,  amor 
the  big  losers  if  Clintc 
lets  Title  III  go  into  e 
feet  may  be  majc 
American  companie 
from  itt  and  Exxon  1 
Goodyear  and  Seal 
Roebuck,  that  ha 
properties  seized 
Cuba.  Their  claims,  ce: 
tified  by  the  U.  S.  go' 
ernment's  Foreig 
Claims  Settlemer 
Commission,  were  ei 
pected  to  be  settle 
eventually  by  negoti; 
"  tion  with  Cuba.  Bi 
Helms-Burton  would  allow  thousands 
Cuban-Americans  who  were  not  U. 
citizens  when  their  properties  wei 
seized  to  file  individual  suits  in  U 
courts,  starting  in  1998.  The  resu 
would  be  to  dilute  the  certified  clairr 
with  a  flock  of  new  ones. 

Helms-Burton  "is  really  a  bill  fc 
wealthy  Cubans,"  says  David  W.  Wa 
■■■■  lace,  ceo  of  cement  producer  Lor, 
Star  Industries  Inc.  and  chairma 
of  the  Joint  Corporate  Committe 
on  Cuban  Claims,  representin 
5,911  claimants.  "It's  throwing  pe< 
pie  who  weren't  citizens  at  the  tirr 
in  the  same  pot  as  us."  Risking  tli 
anger  of  Miami  exiles,  trading  par 
ners,  and  corporate  claimants,  Oil 
ton  will  not  easily  avoid  the  coi 
flicts  stirred  by  the  bill  he  signed 
By  John  Pearson  and  Gail  D< 
George  in  New  York,  with  Willim 
C.  Symonds  in  Toronto 
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IHow  do  you 
cut  through 
electronic  clutter? 


2 


■4 


Isn't  it  obvious? 


Whether  you're  being  e-mailed  or  voice-mailed,  a  Post-it  Note  still  gets  attention  first.  3M 
invented  repositionable  notes.  We  understand  your  need  to  communicate  quickly  and  easily. 


*      As  we  develop  new  Post-it®  products  for  your  home  and  office,  we'll  continue  to 
keep  your  needs  in  mind.  That's  the  core  of  our  unique  corporate  spirit  -  focus  on 
customers,  freedom  to  take  risks  -  that  lets  us  make  the  leap  from  need  to... 


3M  Innovation 

!M  1996  For  more  information,  coll  I  ■  800- 3 M - H E LPS ,  or  Internet  http://www.mmm.com 


5inl 

MFC  4550  Laser 
Multi-Function  Center 

I 'Kiin  Paper  Laser  Fax 
600  dpi  Laser  Printer 
400  dpi  Scanner 
1  .isiT  (  c  ipier 
PC  Fax 


The  reality  is  that  while  our 
original  award-winning  MFCs  were 
impressive,  our  new  models  are 

even  better.  They  feature 
uncompromising  600  dpi  laser 
printing  and  an  impressive 
6ppm  print  speed.  We've  even  made 
them  smarter  and  easier  to  use,  with 
sophisticated  document  management 

technology  that  performs  multiple 
operations  simultaneously.  They're  the 
ideal  combination  of  features,  quality 
and  performance,  in  short,  the  ultimate 
in  600  dpi  laser  Multi-Function  Centers 
is  finally  a  reality. 


6inl 

MFC  6550mc  Laser 
Multi-Function  Center 

Plain  Paper  Laser  Fax 
600  dpi  Laser  Printer 
600  dpi  Scanner 
Laser  Copier 
Digital  Message  Center 
PC  Fax 


Starting  around  $799**   WB^SSSMBBMBBSBBSm/Mm       Starting  around  $999' 

FOR  THE  NAME  OF  YOUR  NEAREST  RETAILER,  CALL  TOLL  FREE  1-800-8-BROTHER 

For  more  information,  please  call  the  Brother  fax-back*'  system,  1-800-521-2846 
or  visit  our  web  site  at  http://www.brother.com 


we  re  at  your  side. 

brother 

Brother  International  Corporation,  Somerset,  NJ  ■  Brother  Industries,  Ltd.,  Nagoya,  Japan 

•Awards  issued  for  MFC-4500ML  in  1995  "Actual  prices  may  vary. 
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[International  Outlook 


DITED  BY  PAULA  DWYER 


"HE  U.S.  AND  CHINA: 
VILL  THE  BIG  THAW  LAST? 


year  ago,  confrontations  over  Taiwan,  trade,  and  transfers 
of  arms  pushed  U.  S.-China  relations  into  a  deep  freeze. 
But  when  President  Clinton  meets  Chinese  President 
ing  Zemin  at  an  Asia-Pacific  economic  summit  in  Manila  on 
av.  24,  the  atmosphere  is  likely  to  be  as  warm  as  the  trop- 
il  setting.  Both  countries  have  spent  several  months  grop- 
y  toward  a  rapprochement.  As  a  result,  U.  S.  and  Chinese 
icials  say,  relations  are  steadier  than  at  any  time  since  the 
89  Tiananmen  Square  massacre.  If  all  goes  well,  a  series  of 
rh-level  exchanges  could  lead  to  a  Clinton-Jiang  summit 
xt  summer. 

And  yet  China  and  the  U.  S.  remain 
I  apart  on  some  thorny  issues.  The 
ospects  are  slim  that  the  two  will  close 
e  gap  soon.  The  reason:  Domestic  poli- 
s  will  limit  both  Jiang's  and  Clinton's 
Sty  to  maneuver,  heightening  the  po- 
ltial  for  dashed  hopes  if  breakthroughs 
n't  materialize.  "Both  sides  have  raised 
3  ante,"  warns  Kenneth  Lieberthal,  a 
litical  science  professor  at  the  Univer- 
y  of  Michigan. 

LSE  LABELS.  Beijing  leaders  increasing- 
are  preoccupied  with  local  concerns. 
iey're  girding  for  Hong  Kong's  rever- 
n  to  Chinese  control  on  July  1  and  for 
xt  fall's  Communist  Party  Congress,  which  is  held  every 
e  years  to  choose  national  leaders.  They  may  be  unwilling  to 
ike  concessions  that  imply  they've  buckled  under  to  foreign 
assure.  And  Clinton  must  contend  with  a  new  Congress 
it's  no  more  inclined  to  favor  China  than  its  predecessor  was. 
Already,  new  tensions  have  emerged.  On  Nov.  10,  Beijing 
isted  the  U.  S.  for  cutting  textile  quotas  after  U.  S.  officials 
ind  false  country-of-origin  labels  on  Chinese-made  goods. 
>w,  China  is  threatening  to  suspend  imports  of  selected 
S.  products  on  Dec.  10.  Such  moves  will  only  stoke  con- 
issional  ire  at  the  near  $40  billion  U.  S.  trade  gap  with  Chi- 


JIANG  &  CLINTON:  Raising  the  ante 


na,  which  continues  to  grow  even  as  Japan's  deficit  shrinks. 

Even  so,  top  Clinton  advisers  are  sanguine.  They  counter 
that  China  has  made  conciliatory  gestures,  including  releasing 
dissident  Chen  Ziming  from  jail  on  Nov.  6.  China  has  signaled 
its  intent  to  tighten  control  over  exports  of  nuclear  technolo- 
gy. And  negotiations  over  China's  entry  to  the  World  Trade 
Organization  have  been  cordial.  Clintonites  also  are  encouraged 
by  Beijing's  recent  "standstill"  agreement,  in  which  it  pledges 
not  to  adopt  trade  regulations  that  contradict  global  rules. 
Ultimately,  U.  S.  trade  warriors  hope  to  cut  a  deal  with  Chi- 
na: pemianent  most-favored-nation  trade 
status  in  exchange  for  prompt  access  to 
Chinese  markets  and  equal  treatment  for 
foreign  companies  wishing  to  operate 
there.  The  politics  will  be  tricky.  Chinese 
officials  will  be  jockeying  for  key  posts 
at  the  party  congress.  And  Clinton  will 
need  congressional  approval  for  perma- 
nent mfn.  Lawmakers  won't  bite  if  they 
think  China  is  getting  an  easy  deal. 

In  the  end,  though,  both  sides  will  like- 
ly continue  on  the  path  to  better  rela- 
tions. Jiang  needs  to  safeguard  China's 
access  to  the  U.  S.,  its  biggest  export 
market.  A  warm  welcome  in  Washington 
would  enhance  his  stature  as  an  intense 
power  straggle  plays  out  at  home. 

Clinton,  too,  craves  a  diplomatic  success.  And  he  now  un- 
derstands that  stable  relations  with  China  will  make  other 
goals,  such  as  a  nuclear-free  North  Korea,  easier  to  achieve. 
"America  cannot  have  a  successful  foreign  policy  without 
cultivating  the  relationship  with  China,"  says  David  J. 
Rothkopf,  managing  director  of  Kissinger  Associates  Inc. 
The  challenge  for  Washington  and  Beijing  will  be  to  keep  the 
momentum  going,  even  as  the  going  gets  rough. 

By  Amy  Bomis  in  Washington  and  Joyce  Barnathan  in 
Hong  Kong,  with  Dexter  Roberts  in  Beijing 


GLOBAL  WRAPUP 


V00ING  THE  WEST 

•  Not  long  ago,  Australia  was  pro- 
laiming  itself  an  Asian  country.  But 
he  new  government  of  Prime  Minister 
ohn  Howard  thinks  integration  with 
he  Asia-Pacific  region  is  coming  at  the 
xpense  of  ties  with  Western  allies. 
Vhile  Australia's  trade  with  Asia  has 
een  rising,  its  exports  to  the  U.  S. 
ave  slumped  10%  since  1992.  Euro- 
ean  foreign  investment  in  Australia 
as  been  fiat.  To  put  things  right, 
[oward  has  dispatched  diplomats  to 
he  West  to  drum  up  investment — and 


correct  any  misperceptions  that  Aus- 
tralia has  tilted  too  far  toward  Asia. 

OXFORD  BLUES 

►  A  month  after  welcoming  its  first 
class  of  mbas,  Oxford  University's  new 
business  school  is  in  trouble.  Oxford's 
executive  council  voted  on  Nov.  5 
against  building  the  school  on  a  sports 
field.  While  opposition  centered  on  the 
loss  of  green  space,  questions  were 
raised  about  accepting  $33  million  in 
funding  from  businessman  Wafic  Said, 
who  facilitated  an  arms-for-oil  deal 
between  Britain  and  Saudi  Arabia. 


The  vote  signals  Oxford's  ambiva- 
lence toward  business.  Although  the 
university  decided  in  1990  to  expand  its 
management  program,  the  first  mba 
students  were  only  admitted  this  fall 
and  are  attending  classes  in  existing 
Oxford  facilities.  Professor  John  Kay, 
the  school's  director,  who  was  to  start 
work  Jan.  1,  called  the  defeat  "a  disas- 
trous day  for  Oxford."  Kay  threatens  to 
back  out  of  his  appointment  unless  Ox- 
ford finds  a  site  by  April,  though  he's 
not  optimistic  it  can  be  done  in  over- 
crowded Oxford.  Said  says  he  will  with- 
draw his  money  if  a  site  isn't  found. 


Science  &  Technology 


CONSUMER  ELECTRONICS 


THE  WAVE  OF  GIZMOS 
COMING  SOON  FROM  JAPAN 

How  its  digital  deluge  could  transform  the  way  we  work  and  play 


Every  two  seconds  on  average, 
Japan  adds  a  new  cellular-phone 
line.  The  number  of  subscribers 
soared  past  the  10  million  mark  in 
February  and  raced  past  20  million  in 
October — about  one  line  for  every  six 
people.  Walk  into  any  store  in  Akihabara, 
Tokyo's  electronics  retailing  bazaar,  and 
you'll  see  dozens  of  different  digital 
phones  lining  the  walls — from  handsets 
that  page  by  vibration,  to  sets  that  re- 
place the  buttons  with  a  touch 
sensitive  liquid-crystal  dis- 
play (lcd),  to  cutesy  pink 


ones  for  teenage  girls,  to  phones  whose 
ring  is  a  short  rendition  of  the  Carpen- 
ters' Top  of  the  World. 

A  new  horde  of  gadgets  is  descending 
on  Japan's  consumers.  Not  that  the 
country  that  mass-produced  the  vcr 
and  invented  the  Walkman  hasn't  fallen 
in  love  with  its  own  gizmos  before.  But 
stroll  through  Akihabara  this  year,  and 
you'll  see  a  fundamental  change.  Stores 
are  bristling  with  digital  still  cameras 
that  don't  use  film.  Conventional 
camcorders 
have  mu- 
tated into 


more  powerful  digital  devices.  On  stor 
shelves,  Japanese  Pes  in  every  shap 
and  size  have  replaced  dull  old  telev 
sions.  In  fact,  what's  left  of  conventior 
al  boxy  TVs  and  computer  monitors  i 
quickly  being  replaced  by  sleek  model! 
with  flat  screens. 
FULL-COURT  PRESS.  Many  of  these  gac 
gets  have  world-class  potential.  Other 
are  wonderfully  goofy  and  will  only  mak 
it  in  Japan.  But  they  show  a  rich  fermer 
of  innovation:  a  handheld  device  for  met 
suring  body  fat;  tiny  LCD  televisions  fo 
car  seats,  to  distract  you  in  snarling  tra: 
fie  jams;  an  auto  navigator  that  literall 
talks  you  through  Tokyo's  bewilderin 
backstreet  mazes.  "Digital  products  ar 
smaller  and  much  higher  quality- 
they're  really  amazing,"  said  Shiho  Yan; 
gisawa,  a  confessed  gadget  freak  wh 
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works  at  a  securities  company  in  Tokyo. 

All  these  products  have  something  in 
common — digital  technology,  the  binary 
lingua  franca  of  cyberspace  and  of  all 
electronics  in  the  21st  century.  A  few 
years  ago,  American  pundits  wrote  off 
the  Japanese  as  digital  laggards  because 
they  could  not  sell  pes  successfully,  make 
microprocessors,  or  fathom  the  Internet. 
Now  they  are  mounting  a  full-court  press 
into  digital  consumer  electronics.  In  a 
few  years,  the  products  that  survive  the 
Darwinian  market  economics  of  Aki- 
habara  will  penetrate  households  around 
the  world,  transforming  the  way  we 
work  and  play,  and  perhaps  even  chal- 
lenging America's  dominance  in  PCs. 

Victory  is  not  assured.  Japan's  gamble 
on  digital  audiotape  recorders  was,  for 
example,  a  bust.  Yet  if  this  wave  of  dig- 
ital products  succeeds,  it  could  bring  bil- 
lions in  revenue — and  maybe  even  profits 
to  Japan's  major  electronics  companies. 
CRITICAL  GATEWAY.  Japan  needs  to  get 
back  into  the  digital  race.  In  the  past 
two  decades,  spunky  U.  S.  companies  in- 
vented and  reinvented  pes,  staked  out 
prime  territory  in  cyberspace,  and  co- 
eooned  whole  continents  in  high-speed 
data  networks.  All  the  while,  Japan's  ti- 
tans remained  masters  of  the  fading  ana- 
log world.  They  kept  turning  out  per- 
fectly made  tvs  and  vcrs  that  inspired 
yawns  from  consumers  and  price-cutting 
from  retailers.  Meanwhile,  competition 
from  Asia  turned  wave  after  wave  of 
Japan's  bread-and-butter  products  into 
profitless  commodities. 

Japan,  however,  hasn't  given  up.  For 
the  foreseeable  future,  "the  U.  S.  has  a 
significant  edge  against  Japan,"  says 
Toshiba  President  Taizo  Nishimuro.  "But 
the  foreseeable  future  is  one  year,"  he 
adds,  smiling.  In  recent  months,  Japan's 
digital  strategy  has  taken  shape.  First, 
Toshiba,  Sony,  Sharp,  and  the  rest  will 
continue  to  milk  profits  from  key  elec- 
tronic components  that  they  dominate. 
These  include  L<  IDs,  certain  types  of  com- 
puter chips,  and  peripheral  devices,  such 


as  cd-rom  drives  and  monitors.  In  each 
area,  they  are  building  far  more  powerful 
versions:  capacious  digital  video  disks 
(dvds)  to  replace  both  cd-roms  in  pes 
and  vcrs  in  living  rooms;  more  powerful 
chips;  and  giant  plasma  displays  to  unseat 
today's  ponderous  large-screen  TVs. 

It  looks  like  an  abrapt  comeback.  But 
in  fact,  the  Japanese  were  funneling 
research  funds  into  digital  tech- 
nology long  before  Sony  Corp. 
and   its   partner  Philips 
Electronics  launched  au 
dio  compact  disks — the 
first  digital  consumer 
product — in  1982. 
cds  became  ubi- 
quitous, but 
Japan  lost  the 
more  impor- 
tant fight  over 
the  desktop. 
Now, 
thanks  to 
the  pow- 
er and  ef- 
ficiency of 
new  chips,  the 
Japanese  are  crank- 
ing out  dozens  of  new 
personalized  digital  prod- 
ucts in  hopes  that  a  Digital  camcorders 
handful— perhaps  digital  jjke  gony>s  are 


software  titles,  including  this  season 
hit,  Crash  Bandicoot.  Now,  Nintend 
Co.  has  piled  in  with  its  even  mor 
powerful  platform,  called  N64,  whi 
lets  characters  such  as  Mario — the  litt 
Italian  plumber — leap,  swim,  and 
around  in  dazzling  3-D.  The  video-ga 
king  unloaded  a  million  sets  in  the 
10  weeks  of  sales  in  Japan  and  e: 
pects  to  top  that  by  New  Year 
in  the  U.  S. 

victor 

s 

format 


replacing  8111111 
models  in  Japan 


still  cameras — will  be- 
come megahits.  The  same 
gang  of  companies  is  ex- 
panding its  wedge  into 
the  U.  S.  pc  market,  which  Japanese  ex- 
ecutives say  is  a  critical  gateway  to  next- 
generation  networked  computing. 

Can  Japan  pull  off  this  latest  thrust? 
There  are  some  positive  indicators.  In 
September,  1995,  Sony  waltzed  into  the 
U.  S.  video-game  market — and  sold  1 
million  units  of  its  PlayStation  in  the 
first  six  months.  The  PlayStation  today 
has  blossomed  into  a  huge  franchise  for 
Sony,  with  yearly  sales  of  about  $1  bil- 
lion. Sony  barely  breaks  even  on  the 
hardware  but  enjoys  lush  profits  on 


week,  when  software  glitches  d«j 
layed  the  release  of  movie  titlel 
But  few  doubt  this  will  grow  ini 
an  enormous  market  in  the  neJ 
four  to  five  years  (table). 

Not  since  the  consumer  vol 
came  out  in  the  1970s  has  tr| 
Japanese  electronics  sector  had  I 
product  with  such  potential.  The  moJ 
bullish  companies  expect  more  than  13j 
million  dvd  players  will  be  sold  over  thl 
next  four  years.  Toshiba  Corp.  and  Ma 
sushita,  Electric  Industrial  Co.,  maker  a 
Panasonic  equipment,  both  reckon  the  I 
dvd  businesses  will  be  worth  more  thai 
$6  billion  annually  by  the  year  2000. 

dvd  takes  video  into  the  digital  erjj 
delivering  movies  with  picture  qualitll 
that  outshines  laser  disks,  dvds  can  qj 
accessed  randomly  like  audio  CDs,  whid  I 
dvd  machines  can  also  play.  Vast  vol 
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Tide 

Digital  audio  and 
video  gadgets  will 
soon  stream  into 
living  rooms 
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#|OW  DEEP  IT  GETS. 


Fly-fishing  waders  From  Orvis  will  keep  our  tfefr  water.  But  to  protect  its  business  — including  dozens  of  stores 
and  retail  w  arehouses,  as  well  as  fishing  and  shooting  schools  and  overseas  manufacturing  sites— Orvis  hooked, 
up  with  Chubb.  Given  the  varied  risks  this  sporting  goods  company  might  encounter,  the  insurance  agent  for 
Orvis  worked  with  Chubb  to  develop  property  and  liability  coverage  broad  enough  to  cover  the  company  any- 
where in  the  world.  As  one  of  the  leading  business  insurers,  Chubb  has  nearly  115  years  of  experience  — along 
with  the  highest  ratings  for  financial  strength  — to  help  keep  businesses,  large  and  small,  from  getting  soaked. 
To  see  how  your  independent  agent  or  broker  can  work  with  Chubb  to  help  your  business,  call  1-800-36  CHUBB. 
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REDEFINING  THE  PC 


Toshiba's  Innnia- 
CD  player,  radio, 
TV,  and  answering 
machine,  too 


limes  of  data 
can  be  crammed 
onto  the  disk — 
seven  times  as 
much  as  a  cd- 

ROM.  With  DVD's 

huge  storage  ca- 
pacity, PC  games 
will  grow  more  realistic,  and  educational 
software  will  incorporate  more  video.  In 
the  U.  S.,  Toshiba's  partner,  Warner  Bros. 
Inc.,  plans  to  release  50  titles,  and  others 
will  follow,  dvd,  says  Wairen  N.  Lieber- 
farb,  president  of  Warner  Home  Video, 
"will  provide  a  much  richer  interactive 
experience." 

THE  RIGHT  COMBO.  Key  to  a  successful 
launch  of  these  new  digital  gizmos  is  the 
ability  of  Japanese  companies  to  force 
prices  down,  so  the  products  become  at- 
tractive. Consumer  electronics  has  moved 
from  devices  relying  on  complex  mecha- 
nisms and  high-quality  tape  to  miniature 
computers  that  store  images  and  sounds 
on  optical  disks  or  in  semiconductor 
memory.  That  means  smaller  and  lighter 
devices  that  will  sell  for  only  a  small 
premium  over  analog  machines  and  even- 
tually for  less.  Japanese  companies  win 
by  being  first  to  market  with  the  new 
gadgets.  And  unlike  in  the  earlier,  analog 
era,  American  partners  play  an  important 
role  by  supplying  ever-denser  microchips 
and  improved  compression  techniques. 
Silicon  Graphics  Inc.  and  chipmaker  LSI 
Logic  Corp.,  for  example,  designed  the 
brains  of  the  latest  hit  video  games  from 
Nintendo  and  Sony. 

Nowhere  has  the  credo  of  lighter  and 
smaller  had  a  more  striking  impact  than 
in  cameras  and  camcorders.  In  Japan, 
there  are  no  fewer  than  a  dozen  different 
models  of  digital  camcorders  on  sale. 
They  fit  in  the  palm  of  your  hand,  they 
capture  images  more  crisply  than  8mm 


camcorders,  and  image 
quality  won't  be  degraded 
by  copying.  JVC's  Pocket 
Digital  Movie  model,  which 
sells  for  less  than  $2,000,  is 
the  world's  smallest  cam- 
corder— it  weighs  just  450 
grams  and  slides  easily  into 
a  coat  pocket.  These  gad- 
gets already  account  for 
40%  of  all  camcorder  sales 
in  Akihabara,  while 
they  are  nearly  un- 
known in  the 
U.  S.,  the  world's 
digital  pioneer. 
In  anything  re- 
lated to  capturing 
and  displaying  images, 
"the  Japanese  will  be  there," 
says  Xerox  Corp.  Vice-President  Colin 
J.  O'Brien.  "This  technology  is  basic  to 
Japan." 

Sometimes  it  takes  a  few  tries  to  get 
the  right  combination  of  features  and 
cost.  Digital  still  cameras  have  been 
around  for  15  years,  but  prices  were  as- 
tronomical. Thanks  to  advances  in  chips, 
last  year  Casio  launched  its  qv  series  of 
filmless  cameras,  which  now  sell  for 
about  $300.  Quality  still  doesn't  approach 
that  of  film,  but  a  user  can  zip  a  digital 
snapshot  of  her  cat  right  onto  her  Web 
page.  More  than  a  dozen  Japanese  com- 
panies have  jumped  into  the  market. 
Global  sales  will  jump 
sixfold  this  year,  to 
some  1.4  million  units, 
with  volume  swelling  to 
11  million  units  by  2000, 
according  to  IDC  Japan. 

By  pulling  together 
their  audiovisual  and 
design  knowhow,  Japan- 
ese electronics  compa- 
nies are  taking  the  lead 
in  redefining  PCs  as 
home-entertainment 
centers.  The  top  model 
of  Toshiba's  Infinia  PC 
series  includes  TV,  ra- 
dio, CD  player,  answer- 
ing machine,  a  high-con- 
trast 17-inch  monitor, 
and  hi-fi-quality  speak- 
ers. Today,  less  than 
15%  of  Japanese  homes 
have  p<  s.  By  2000,  how- 
ever,  that  figure  should 
reach  44%.  Higher  vol- 
umes at  home  mean  the  Japanese  can 
hold  down  prices  on  their  U.  S.-bound 
PCs.  Japan's  inroads  into  the  U.S.  PC 
market  have  so  far  been  limited  to 
portables.  But  as  computers  go  multi- 
media and  merge  with  televisions,  Japa- 


nese companies  could  have  a  leg  uJ 
It's  a  sensitive  point  with  Japan's  rl 
vals.  Compaq  Computer  Corp.,  for  onJ 
declined  to  discuss  Japan's  latest  chal 
lenge.  France's  Thomson,  which  sool 
may  be  purchased  by  Daewoo,  and  u 
Group's  Zenith  Electronics  Corp.  havl 
both  made  stabs  at  digital  convergence 
Neither  has  the  financial  or  technical 
muscle  of  the  Japanese. 
FIRST  TO  MARKET.  But  even  the  JapJ 
nese  wonder  what  sort  of  payoff  they  cafl 
expect  on  billions  in  cumulative  researdl 
development,  and  marketing  of  thesj 
products.  At  laox  department  store  il 
Akihabara,  for  example,  there  are  9l 
models  of  portable  phones,  includinj' 
personal  communications  systems — I 
stripped-down  digital  phone  format  thai 
is  just  taking  root  in  the  U.  S.  Some  arl 
made  by  Motorola  inc.  or  Nokia,  but  thfe 
majority  are  Japanese.  There  are  at  leaJ 
18  different  car  navigation  sets  on  displaj 
Maintaining  this  outpouring,  says  ne| 
Senior  Executive  Vice-President  Hajim 
Sasaki,  entails  "huge  development  costs 
both  for  technology  and  design." 

dvd,  digital  still  cameras,  and  othefl 
products  offer  scant  profit  potential  oj 
then-  own.  There  are  simply  too  manjj 
companies  that  can  supply  them — espea 
dally  rivals  in  Southeast  Asia  that  dl 
not  all  carry  out  costly  research  in  chipp 
and  other  components,  as  do  the  Japap 
nese.  "No  matter  how  good  a  product 


POWER  PLATFORM 


Nintendo's  new 
video-game 
system,  the  N64 


is,  we  won't  be  able  to  stop  th< 
downward  trend"  in  prices,  say 
Itsuro  Hatao,  multimedia  genera 
manager  at  Victor  Co.  of  Japan 
JVC's  parent. 

After  years  of  struggling  witi 
this  dilemma,  Japanese  execs  havt 
identified  a  few  ways  to  capture  extr;i 
profits.  One  is  to  unleash  so  many  prodf 
ucts  that  a  few  are  bound  to  set  nev 
standards.  If  a  product  does  take  hold 
says  nec's  Sasaki,  the  first  to  marke 
almost  always  fares  better  than  thosi 
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"Price  comparison  based  on  MSRP's  as  of  8/15/96. 
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■line  storage. 
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ck  your  files  and 
e  them  from  PC  to 
'.  Plugs  into  any 
^-compatible 
mbook  or  desktop. 


Sure,  you  need  to  add  function  to  your  computer, 
but  you  don't  need  all  those  machines  cluttering  up 
your  Pesk.  The  backpack  pd/cd  is  a  3-in-l  mass  storage 
solution  that  gives  you  a  CD  player  and  a  removable 
cartridge  storage  drive.  Backs  up  your 
hard  drive,  too. 

Now,  just  in  case  you're  not  up  on 
PDs  (optical  Phase  Disks),  they're  a  new 
can  read,  write  on,  erase  and  remove  an 
of  times.  PDs  look  a  lot  like  CDs,  cost  less 
than  magnetic  cartridges, and  can  store 
650MB.  Also,  they  can't  be  accidentally 
erased  by  magnetic  fields. 

Another  good  thing  is  the  easy  installation.  Plug  the 
backpack  pd/cd  into  your  printer  port  and  your  printer 
into  the  backpack.  That's  it.  Save  your  precious  few 
expansion  slots  for  something  else. 

And  best  of  all,  the  backpack  pd/cd  is  half  the  price 
of  those  other  solutions! 
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optical  disks  can 
be  erased.  Use 
over  and  over. 
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that  follow.  Toshiba's  Nishimuro  also 
notes  the  benefits  of  being  able  to  in- 
ternally source  key  components  for  a 
new  product.  Next  year,  Toshiba  will 
build  its  own  DVD  drives  into  its  desktop 
computers  for  the  U.  S.  market.  These 
also  will  incorporate  Toshiba-built  moni- 
tors, dram  chips,  and  other  components. 
"We  can  offer  better  reliability  and  a 
better  price,"  says  Nishimuro. 

Such  vertical  integration  gives  a  manu- 
facturer the  raw  materials  to  innovate 
and  assemble  smart  new  products.  Case 


in  point:  Toshiba  will  soon  unveil  in  the 
U.  S.  a  tiny,  full-featured  notebook  PC 
with  a  high-resqlution,  color  LCD.  The 
entire  tiling,  except  the  American-made 
microprocessor,  was  designed  and  crafted 
in  Toshiba  factories.  It  weighs  less  than  2 
pounds  and  already  is  a  hit  in  Japan,, 
where  it  is  known  as  the  Libretto. 

The  Japanese  can  also  rely  on  decades 
of  experience  in  packaging,  marketing, 
and  maintaining  electronic  gizmos  at 
home  and  abroad.  "To  be  profitable,  com- 
panies need  to  have  key  components  and 


technologies,"  says  Masami  Fujino,  I 
nior  analyst  at  Jardine  Fleming  Securit's 
in  Tokyo.  "But  the  winners  also  nejli 
something  else — design,  price,  timir, 
new  features,  or  superior  advertisin" 
Can  anyone  doubt  that  the  best  Japane 
companies  have  a  knack  for  all  this?  Ta 
Japanese  simply  refuse  to  give  up  wh;i 
they  target  a  market — and  they  ha? 
targeted  digital  products  with  I 
vengeance.  Profitable  or  not,  the  digi 
race  is  picking  up  speed. 

By  Steven  V.  Brull  in  Tom 


A  DIGITAL  JACK-OF-ALL-TRADES 


Personal  digital  assistants  were 
billed  as  the  next  big  thing  when 
Apple  Computer  Inc.  unveiled  the 
Newton  in  1993.  Yet  former  Chairman 
John  Sculley's  version  of  a  handheld 
computer  that  reads  handwriting  was 
an  overhyped  and  underpowered  flop. 
Most  companies  relegated  PDAs  to  the 
back  burner — but  not  Japan's  Sharp 
Corp.  In  a  Spartan  research  facility 
nuzzled  by  rice  paddies  in  the 
ancient  capital  of  Nara,  engi- 
neers readied  new  versions 
with  better  bells  and  whistles 
every  six  months  or  so.  In- 
credibly, the  Sharp  pdas  have 
sold  well.  The  latest  incarna- 
tion, the  Color  Zaurus,  is  a 
quantum  leap  into  cyber- 
space— finally  matching  Scul- 
ley's original  conception. 

The  1-pound  device  not 
only  reads  handwriting  but 
also  surfs  the  Web,  doubles  as 
a  digital  camera,  and  trans- 
mits snapshots  over  the  Inter- 
net. Plug  in  a  cell  phone,  and 
surf  the  Web  on  the  go. 
"There's  never  been  anything 
like  it,"  said  Takashi  Sugihara, 
a  salesman  at  Yamagiwa's 
main  store  in  Akihabara, 
Tokyo's  electronics  bazaar. 
Sharp  expects  to  sell  660,000  Zaurus- 
es  worldwide  this  year.  Nearly  one- 
third  will  be  the  color  model  with 
camera  that  sells  for  about  $1,100.  In 
Japan,  "they  own  the  market,"  said 
David  Benda,  senior  analyst  at  bzw 
Securities  (Japan)  Ltd. 

With  the  Color  Zaurus,  Sharp  has 
spawned  an  entirely  new  category  in 
consumer  electronics — and  fanned  de- 
mand for  key  components  that  Sharp 
makes.  This  achievement  is  no  fluke. 
In  1992,  Osaka-based  Sharp  re- 


designed the  traditional  camcorder  by 
replacing  the  tiny  viewfinder  with  an 
external,  liquid  crystal  display  so 
users  could  see  what  they  were  shoot- 
ing without  squinting  into  a  lens. 
Competitors  rushed  to  imitate  Sharp, 
which  also  sold  them  LCDs. 

The  same  strategy — devising  great 
new  products  that  also  boost  compo- 
nent sales — mav  succeed  with  the 


QUANTUM  LEAP 


Sharp's  Zaurus 
surfs  the  Web, 
takes  photos,  and 
reads  handwriting 


Zaurus.  In  addition  to 
using  Sharp's  high-res- 
olution LCDs,  each  Zau- 
rus contains  two 
megabytes'  worth  of 
"flash"  memory  chips, 
which  retain  data 
when  the  power  is 
turned  off.  As  rivals  rush  in  to  build 
similar  pdas,  they  may  well  end  up 
buying  Sharp's  LCDs  and  flash  chips. 
Sharp  claims  more  than  one-third  of 
the  global  LCD  market,  worth  nearly 
$6  billion  this  year.  "We  never  develop 
devices  in  isolation,  but  always  with  a 
product  in  mind,"  said  Sharp  Re- 
search Director  Magohiro  Aramoto. 

Sharp's  LCDs  have  reached  new 
heights  of  quality  with  the  Color  Zau- 
rus. The  5-inch  screen  was  designed 
to  save  scarce  battery  power.  It  does 


so  by  displaying  just  65,000  colors — 
compared  with  16.7  million  on  "full- 
color"  screens.  Still,  it's  bright  enoug; 
to  use  outdoors. 

To  be  sure,  not  all  credit  for  the 
Zaurus  goes  to  Sharp  labs.  To  extend 
battery  life,  for  instance,  Sharp  engi- 
neers dumped  their  own  micro- 
processor for  a  much  more  efficient 
32-bit  Rise  chip  made  by  Hitachi 
Ltd.  And  to  exploit  Zaurus' 
Internet  capability,  Sharp 
persuaded  a  major  operator 
of  online  services  to  reformat 
some  databases,  so  Zaurus 
users  could  download  baseball 
statistics.  Other  hot  applica- 
tions: programs  that  assess 
odds  on  race  horses  and  maps 
of  Japan's  complex  streets. 
HARD  SELL.  Sharp's  PDA  busi- 
nesses also  benefited  from  cul- 
tural factors.  For  example,  the 
biggest  reason  Apple's  Newton 
failed  was  poor  handwriting 
recognition.  The  Japanese  written  lan- 
guage, for  all  its  complexity,  is  easier 
for  machines  to  decipher  than  Eng- 
lish. That's  because  the  characters  re- 
quire many  strokes,  drawn  in  a  pre- 
scribed order,  giving  the  computer 
more  information  to  work  with  than 
letters  in  the  Roman  alphabet. 

Right  now,  the  Color  Zaurns 
doesn't  work  in  English.  But  in  Japan, 
it's  already  hot — giants  Matsushita 
Electric  Industrial  Co.  and  Toshiba 
Corp.  are  building  look-alikes.  By  ear- 
ly next  century,  Sharp  President 
Haruo  Tsuji  thinks  worldwide  PDA 
sales  could  hit  100  million  units  a 
year.  That  will  surely  include  new 
versions  of  the  Zaurus.  And  chances 
are,  Sharp  will  be  selling  its  compo- 
nents to  most  of  the  other  players. 
By  Steven  V.  Brull  in  Nara,  Japan 


68  BUSINESS  WEEK  /  NOVEMBER  25,  1996 


ILL  YOU  turn  the  corners 


Or  keep  heading  down  the  same  road? 


Will  you  go  the  next  mile? 


)r  he  content 


o  travel  in  the  same  circles? 


oday, 


ichnology 


■  pressing  on 


[ren't  you  just  a  little  curious 


that's  over  the  next  hill? 


"he  1997  Chrysler  Concorde  LXi 


What's  new  in  your  world  I 


? 


-FORWARD  DESIGN,  3.5  LITER  24-VALVE  V6,  DRIVER-ADAPTIVE  TRANSMISSION,  SPEED-SENSITIVE  STEERING.  INDEPENDENT  TOURING  SUSPENSIC 
11-SPEAKER  CHRYSLER  INFINITY  SPATIAL  IMAGING'"  SOUND  SYSTEM.  INQUIRIES,  1-800-t-A-CHRYSLER.  WEB  SITE,  www.chryslercars.com 


Science  &  Technology 


EDUCATION 


HOW  CAN  AMERICAN  SCHOOLS 
MEASURE  UP? 

National  curriculum  guidelines  might  help  kids  learn  more 


On  Nov.  20,  the  National  Science 
Foundation  and  the  National  Cen- 
ter for  Education  Statistics  in 
Washington  will  release  the  latest  scores 
that  show  how  eighth  graders  in  the 
U.  S.  perform  in  math  and  science  and 
that  compare  them  with  their  counter- 
parts in  40  other  countries.  The  betting 
is  that  American  students  will  lag  be- 
hind— just  as  they  have  in  the  past. 
Even  in  national  assessments,  Ameri- 
can students  fare  hardly  better  than 
they  did  more  than  a  decade  ago  (chart). 
Yet  the  U.  S.  produces  prize-winning 
scientists,  and  its  universities  are  tops  in 
math  and  science.  Why  don't  its  ele- 
mentary and  secondary  school  students 
do  better,  and  what  can  be  done  to  im- 
prove their  performance? 

It's  not  just  in  these  subjects,  of 
course,  that  U.  S.  instruction  needs  to 
improve.  But  in  an  increasingly  com- 
petitive world  with  rapidly  advancing 
technologies,  math  and  science  skills 
have  become  critical.  "There  has  been  a 
revolution  in  the  amount  of  technical 
information  people  are  subjected  to," 
observes  John  W.  Collette,  director  of 
scientific  affairs  in  the  central  research 
department  of  DuPont  Co.  "People  need 
a  base  of  knowledge  to  be  able  to  make 
informed  and  rational  decisions." 
Why  do  American  students  trail  in 


math  and  science?  Their  teachers  are 
often  underprepared,  and  students  are 
easily  bored  when  subjected  to  repeti- 
tion and  mindless  memorization.  But 
the  most  important  reason  for  the  poor 
performance  is  that  the  U.  S.  has  no 
"single,  coherent  vision  of  what  stu- 
dents need  to  learn,"  says  William  H. 
Schmidt,  professor 
of  education  at 
Michigan  State  Uni- 
versity in  East 
Lansing.  Schmidt  is 
also  U.S.  research 
coordinator  for  the 
study  being  re- 
leased in  Washing- 
ton, called  the  Third 
International  Math- 
ematics &  Science 
Study,  timss  will 
come  out  with  re- 
sults for  4th  and 
12th  graders  next 
year. 

The  typical  math 
teacher  in  the  U.  S. 
offers  a  variety  of 
problems  and  exer- 
cises in  a  scatter- 
shot, "episodic"  fash- 
ion, says  Schmidt. 
Similarly,  science  in- 


struction, while  it  aims  for  breadth, 
ten  ends  up  random  and  ad  hoc,  sal 
National  Academy  of  Sciences  Pre| 
dent  Bruce  M.  Alberts.  It  is  also 
ceedingly  vocabulary-laden.  "Knowi; 
the  names  of  the  parts  of  a  flower 
be  useful  for  cocktail  parties"  but  lit| 
else,  says  Alberts. 

VOLUNTARY.  The  lack  of  vision,  sal 
Schmidt,  is  the  product  of  America 
highly  decentralized  school  systef 
which  operates  without  a  national  ci 
riculum.  Voluntaiy  national  standards! 
guidelines  really — were  developed 
math  and  science  experts  in  rece? 
years  and  are  a  good  start  towa.\ 
achieving  a  more  coherent  curriculuii 
The  math  and  science  standards  guiij^ 
instruction  toward  real-world  applic 
tion  of  knowledge,  and  they  urge  mob 
in-depth  study  of  a  narrower  ran«! 

of  topics — much  > 


STUCK  AT  MEDIOCRE 
IN  SCIENCE  AND  MATH 

These  are  average  scores  for  U.S. 
eighth-graders.  There  are  five  levels 
of  performance,  from  familiarity 
with  simple  facts  to  sophisticated 
use  of  information. 

150  —  ABILITY  TO  USE  DETAILED  SCIENTIFIC  — 
KNOWLEDGE  OR  BEGINNING  ALGEBRA 
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in  other  countri^ 
whose  students  pel 
form  well. 

But    the  sta 
dards   have  beffi 
adopted  in  a  rathj 
haphazard  way.  Is 
get  significant  irj 
provement  in  stijl 
dent  achievement 
Schmidt  and  otheja 
believe  that  moi 
schools  should  en 
brace  the  voluntai 
standards.  Not  onll 
would  that  impro\i 
classroom  instruj  • 
tion,  they  say,  b™ 
it  would  give  put 
lishers  the  incenth 
to  develop  bett( 
textbooks  for 
broad  market.  Wit 
a  common  currici 
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Science  &  Technology 


lum,  nationwide  tests  would  be  easier  to 
develop  and  comparisons  between  states 
would  be  easier  to  make. 

The  math  standards  adopted  in  1989 
by  the  National  Council  of  Teachers  of 
Mathematics  (nctm)  focus  on  offering- 
children  compelling  problems  to  solve 
(box).  Science  standards  issued  in  late 
1995  by  the  National  Research  Council 
stress  the  cumulative  acquisition  of  sci- 


ence knowledge  through  more  hands- 
on  exploration  in  the  primary  grades 
and  inquiry  at  the  secondary  level.  By 
grade  eight,  the'NRC  says,  students 
should  understand  the  process  of  scien- 
tific inquiry,  motion  and  forces,  repro- 
duction and  heredity,  the  earth's  history, 
and  the  history  of  science. 

Sound  sensible?  Not  everyone  agrees. 
"The  math  standards  are  too  touchy- 


feely,"  argues  E.  D.  Hirsch  Jr.,  author  < 
The  Schools  We  Need  and  Why  W 
Don't  Have  Them,  who  advocates  "coij 
knowledge"  standards.  Critics  conteh 
that  instructors  who  follow  the  star 
dards,  which  discourage  rote  learning 
have  failed  to  inculcate  basic  arithmeti 
skills.  Indeed,  the  real-world  approaci 
proved  so  contentious  in  California 
whose  students  have  performed  poort 


TEACHER  IN  A  BOX:  MATH  SOFTWARE  THAT  WORKS 


Walk  into  the  math  computer 
lab  at  Langley  High  School  in 
Pittsburgh,  and  the  programs 
look  like  a  bad  joke.  The  mono- 
chrome display  is  about  as  exciting 
as  a  page  of  classified  ads.  No  bells, 
no  music.  Judging  from  the  graphs 
and  spreadsheets,  you  might 
think  these  students  were  la- 
boring in  the  workplace. 
Maybe  at  a  bank. 

That's  precisely  the  idea  of 
Lifetime  Math,  say  the 
Carnegie  Mellon  University 
researchers  who  developed  it. 
Instead  of  inserting  math 
questions  into  a  computer 
game,  the  Carnegie  Mellon 
software  gives  them  tasks 
ranging  from  choosing  cellu- 
lar-phone service  to  renting 
cars  to  equipping  a  basketball 
team  with  sneakers.  Langley 
students  who  took  the  begin- 
ning algebra  course  were 
twice  as  likely  as  others  to 
continue  on  to  second-year  al- 
gebra, says  Albert  T.  Corbett, 
a  cognitive  scientist  who 
helped  develop  the  software. 
"STOMPED."  Lifetime  Math  is 
the  core  of  Langley's  curricu- 
lum in  algebra  and  geometiy — 
not  a  supplement  to  classroom 
instruction.  Students  work  at 
their  own  pace,  and  they're 
free  to  ask  for  clues.  By  track- 
ing stumbles,  the  program  pin- 
points which  aspects  of  math  a 
student  doesn't  get.  The  idea 
is  to  teach  the  process  of  solv- 
ing complex  problems — including  how 
to  present  findings  in  a  clear,  persua- 
sive manner. 

The  danger,  of  course,  is  that  stu- 
dents will  leam  the  procedures  of 
problem-solving  but  not  the  basic 
knowledge.  In  the  1980s,  several 
companies  attempted  to  develop 


math  programs  emphasizing  thinking 
skills,  says  Illana  Weintraub,  founder 
of  MathMedia  Educational  Software 
in  Northbrook,  111.  The  result,  she 
says:  "The  kids  got  stomped  on  the 
sat  [Scholastic  Assessment  Test]." 
But  Carnegie  Mellon  says  its  pro- 


REAL-WORLD  NUMBERS 

Here's  a  boiled-down  version  of  a  question 
from  Carnegie  Mellon's  Lifetime  Math  program. 

Your  boss  tells  you  to  find  the  best  deal  in  cellular- 
phone  service. 

Economy  service  is  $19.95  a  month  plus  310  per 
minute  of  airtime.  Silver  service  is  $40.95  a  month 
plus  16(Z  per  minute  of  airtime.  Gold  service  is 
$80.95  a  month  with  free  airtime. 

Define  variables.  Write  equations.  Make  tables  and 
graphs.  Find  slopes  and  points  of  intersection,  For 
each  plan,  how  much  airtime  will  $100  buy?  For 
what  range  of  airtim  e  is  each  plan  cheapest? 


gram  does  better  because  it  draws 
on  two  decades  of  research  about 
how  students  leam.  They've  seen,  for 
example,  that  students  have  trouble 
grasping  very  large  numbers.  The 
program  accustoms  them  to  big  num- 
bers by  having  them  set  up  charts 
with  horizontal  lines  at  each  10,000- 


or  100,000-unit  interval.  Students 
who  try  to  squeeze  1  million  inter- 
vals into  a  chart  often  gape  at  the 
screen,  wondering  why  it  is  solid 
black.  Says  Nora  Sabelli  of  the  Na- 
tional Science  Foundation,  which 
funded  some  of  the  research:  "What 
makes  this  project  special  is 
the  theory  behind  it."  IBM  re- 
searcher Peter  Fairweather 
calls  it  "fantastic  stuff."  IBM  is 
developing  similar  software. 

Lifetime  Math  certainly 
seems  to  keep  students  en- 
gaged. When  the  bell  rings  to 
start  class  at  Langley  High,  24 
students  promptly  log  on  to 
their  Macintosh  Quadra  610 
workstations  and  go  to  work. 
Ordinarily,  says  their  teacher, 
Bill  Hadley,  "math  is  so  deadly 
dull  to  most  students  that 
they  shut  down."  The  program 
is  used  in  46  high  schools  in 
Pittsburgh,  Milwaukee,  and 
Pensacola,  Fla.  Carnegie  Mel- 
lon charges  a  school  $16,000 
for  as  many  copies  of  the 
software  as  it  needs.  Training 
is  included.  Efforts  to  launch 
the  project  as  a  private  com- 
pany have  been  slowed  by 
the  difficulty  of  apportioning 
ownership  among  dozens  of 
researchers  who  have  worked 
on  it  for  more  than  20  years. 

At  Langley,  which  was  the 
guinea  pig  for  Carnegie  Mel- 
lon four  years  ago,  students 
who  used  the  program  scored 
100%  higher  than  a  compara- 
ble group  of  Algebra  I  students  in  a 
problem-solving  test  and  15%  higher 
on  a  standardized  exam  drawn  from 
the  math  sat.  The  real  test  will  come 
when  graduates  encounter  algebra 
and  geometiy  at  work. 

By  Steplien  Baker,  with  Oluwabunmi 
Shabi,  in  Pittsburgh 
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Imagine  finding  a  hidden  universe 
with  thousands  of  emerging  private 
companies  —  where  27%  expanded 
employment  by  an  average  of  24%  from 
a  year  ago!  These  companies  created 
more  than  new  jobs  —  they  created  a 
demand  for  almost  every  kind  of 
business  product  and  service 
everything  from  office  equipment  to 
disability  insurance  to  real  estate. 
A  little  known  sales  tool  that  tracks  these 
companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CorpTech  Directory,  it  gives  you  the 
name,  geographic  location,  and  growth 
rate  for  45,000  companies,  plus  names, 
titles  and  responsibilities  of  their 
150.000  key  executives. 
"If  direct  marketing  is  part  of  the  mix 
and  technology  companies  are  prospects. 
I  can't  imagine  a  better  tool  than 
CorpTech.  It  is  quality  information  that 
pinpoints  the  industry,  products  and 
people  I  need  to  reach."  Scott  Trudo, 
C  'use  I  lew  Software 

Need  some  help  identifying  your  high- 
tech prospects?  Order  your  1996 
CorpTech  Directory  today  —  now  also 
available  on  CD-ROM.  For  FREE 
information  package,  call  1-800-333- 
8036. 


Send  a  message 
with  your  cards. 


And  Lick  Asthma 
For  Good. 
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AMERICAN 
LUNG 

ASSOCIATION 


Support  Christmas  Seals- . 
Because. ..When  You  Can't 
Breathe,  Nothing  Else  Matters.!' 

l-800-LUNG-USA 

www.lungusa.org  or  AOL  Keyword:  ALA 


in  math,  that  state  officials  recently  m 
versed  a  four-year-old  stance  again! 
repetitive  math  instruction.  In  scienJj 
meanwhile,  some  critics  fear  that  in! 
misguided  attempt  to  simplify,  sorl 
teachers  may  too  freely  jettison  topiqj 

But  the  standards'  defenders  say  m 
vamping  the  curriculum  doesn't  mel 
dumbing  it  down.  In  the  math  standard! 
"computational  skills  are  as  importaj 
as  they  ever  were,"  says  nctm  Pre! 
dent  Gail  Burrill.  As  for  science,  tl 
standards  sensibly  suggest,  for  exampj 
that  less  time  be  spent  in  high  schql 
biology  on  taxonomy,  or  the  classifidl 
tion  of  species,  to  allow  more  study  I 
genetics,  biochemistry,  and  other  topic}! 
NOT  IN  lockstep.  Despite  their  flavl 
the  standards  hold  promise  of  introdul 
ing  coherence  without  rigidity.  Mol 
countries  in  the  timss  study  have  cvi 
riculum  guidelines  set  by  the  centijj 
government,  yet  instruction  is  not  I 
lockstep  from  school  to  school,  argul 
Harold  W.  Stevenson,  an  education^ 
psychologist  at  the  University  of  Micnl 
gan  at  Ann  Arbor  who  has  studia 
classroom  instruction  in  the  U.  S.,  Japa! 
and  China.  "National  standards  say  | 
child  should  understand,  say,  the  rel| 
tionship  between  a  circle  and  a  cylii 
der,"  says  Stevenson.  "But  they  dori 
say  how  and  when  to  explain  that." 

Good  science  teaching  has  to  start  j 
elementary  school,  with  hands-on  e| 
periments  that  can  grab  kids'  attentic 
and  help  explain  the  world  around  therj 
In  the  Dallas  Independent  School  Dm 
trict,  fourth  graders  study  weather  b 
looking  at  satellite  pictures,  taking  mel 
surements,  and  watching  how  storm 
progress  using  a  program  developed  tj 
IBM  Corp.  At  Chatsworth  Avenue  Schol 
in  Larchmont,  N.  Y.,  sixth  graded 
studying  electricity  construct  and  tea 
circuits  in  groups  of  three  or  four,  whi] 
fifth  graders  plant  and  observe  "fai 
seeds"  that  germinate  quickly. 

American  schools  will  never  adopt 
national  curriculum  under  duress.  Bi| 
peer  pressure  might  accomplish  muc 
the  same  thing.  A  new  informatio 
clearinghouse,  Achieve,  established  ui 
der  the  auspices  of  the  National  Govei 
nors  Assn.,  will  permit  state  officials  t 
measure  academic  performance  in  a 
subjects  against  other  states.  By  spoil 
lighting  what  works  and  what  doesn'] 
Achieve  should  "drive  the  quality  of  thj 
standards  up,"  says  Stanley  S.  Litowj 
IBM  vice-president  for  corporate  corrjl 
munity  relations.  If  that  happens,  whefl 
international  researchers  revisit  class 
rooms  in  the  U.  S.  in  a  few  years,  the 
may  find  a  much  improved  picture. 

By  Karen  Pennar  in  New  Yarn 


The  new  Mita  Color  Imaging  System. 
Please  don't  call  it  a  copier. 

Color  is  a  powerful  business  tool.  And  Mita's  new  PointSource™  Ci-7500  is  a  powerful  color  imaging  system.  From  a 
rely  artistic  point  of  view,  it's  more  brilliant  than  the  average  color  copier.  It  renders  breathtaking  11x17  full-bleed 
ages,  with  true  continuous  tone  reproduction.  Connected  to  a  Fiery™  Network  Controller,  it's  a  400  DPI  color 
—    printer/ scanner.  From  a  business  perspective,  it  offers  advanced  fmishing  options —  ^^^■M 
duplexing,  sorting,  stapling.  And  you  can  mix  documents — it  switches  automatically  fflltH 
between  black  &  white  and  color  modes.  See  the  new  Mita  Ci-7500  Color  Imaging  System.    ^  Hm  MjtaTM 


Enjoy  the  view. 

Fiery  is  a  trademark  of  Electronics  for  Imaging  Inc.  ©  1996  Mita  Copystar  America,  Inc. 


Color  Imaging  System 

See  us  at  Comdex  Booth  =L-2262. 


INTRODUCING  A  FLIGHT 
OF  THE  IMAGINATION. 


SUPERIOR  133MHz  PRODUCTIVITY 

Offering  a  133MHz  Pentium  processor, 
PCI  architecture  and  an  enormous  2GB 
hard  drive,  this  is  a  powerful  tool 


FLEXIBLE  CONFIGURATION 

Tailor  your  computer  to  meet  changing 
needs  in  seconds.  The  SelectBay  lets  you 
swap  a  I  OX'  CD-ROM  drive  with  a  modular 
floppy  drive,  an  optional  second  hard  drive 
or  an  optional  second  lithium  ion  battery 


j — L 
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STUNNING  12.1"  DISPLAY 

Combine  a  brilliant  12.  V,  800  x  600 
display  with  Zoomed  Video  technology. 
16-bit  sound  and  full-motion  video  for 
sensational  presentations. 


BUILT-IN  28.8Kbps  MODEM 

With  a  voice/fax  modem  you 
can  stay  in  touch  with  the  world 
quickly  and  efficiently.  Other  features 
include  a  speakerphone  and 
answering  machine. 


COMPLETE  WITH  LANDING  GEAR. 


POWERFUL  DOCKING 

The  optional  Desk  Station  V  Plus  provides 
instant  connection  to  your  desktop  setup  and 
includes  stereo  speakers,  a  SelectBay  as  well 

as  slots  for  PC  Cards.  PCI  and  ISA  cards 


INTRODUCING  A  POWERFUL  ADDITION  TO  THE  TECRA  FAMILY. 

Packed  with  cutting-edge  technology,  the  new  Tecra  510CPT  has  the  power  to  make  your  ideas  tly.  Tackle  any  ot  today's  complex 
software  applications  with  a  powerful  1 33MH:  Pentium  processor,  16MB  of  high-speed  EDO  memory  and  a  massive 
hard  drive  up  to  2d  billion  bytes.  There's  also  16-bit  stereo  sound,  a  10X*  CD-ROM  drive  and  full-motion 
video  capability  to  enhance  any  multimedia  presentation.  Top  it  all  off  with  the  expansion  capabilities  of  the 
•^j^v/.!i;i\feu.«^^r    Desk  Station  V  Plus,  and  you've  got  a  notebook  that  will  take  you  to  new  heights.  For  more  information 

visit  the  Toshiba  website  at  http:  'computer*,  toshiba.com,  or  for  a  dealer  near  you,  call  1-800-457-7777.  P^lt'HT! 


TECRA  510CDT  AND  510CDS 

•  133MHz  (2  9v)  Pentium  processor.  256KB  L2  cache 

•  121  dia  color  display  with  800  >  600  resolution 
in  your  choice  of  active-matrn 

•  2 1  billion  byte  (=2  02GB)  removable  HDD  (CDT), 

jyte     26GB|  removable  HDD  iCDSi 

•  10X*  CD-ROM  standard 

•  Optional  SelectBay  battery  pack 


TECRA  500COT  AND  500CS 

•  120MHz  (2  9v)  Pentium  processor,  256KB  L2  cache 

•  12 1'  dia  color  display  with  800  »  600  resolution 
in  your  choice  of  active-matrix  ICDT)  or 

DSTN  dual-scan  (CS) 

•  1 3  billion  byte  <  =  i  26G8)  removable  HDD 

•  6X  CD-ROM  on  CDT  (optional  on  CSi 


ALL  MODELS 

•  PCI  system-bus  architecture 

•  16MB  of  EDO  DRAM  expandable  to  144MB 

•  SelectBay 'supports  3  5  floppy  drive. 
CD-ROM  or  optional  second  hard  drive 

•  HiOVideo"  PCI  graphics  controller,  2MB  video  memory 

•  16-bit  Sound  Blaster  Pro  compatible  system 
with  stereo  speakers  and  microphone 


Supports  too  Type  II  or  one  Type  III  16-bit  PC  Caids. 
ZV  Cards  or  32-bit  CardBus  Cards 
FIR  (Fast  Inlraredl  compliant  ports  (Iront  and  back) 
Integrated  AC  adapter 

Windows  95  or  Windows  for  Workgroups 
3-year  limited  warranty 
Toll-tree  technical  support  -  ?  days  a  week, 
24  hours  a  day 
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In  Touch  with  Tomorrow 

TOSHIBA 


Toshiba  America  Information  Systems,  Inc  All  specifications  and  availability  are  subject  to  change  *10X  average  speed  All  products  indicated  by  trademark  symbols 
are  trademarked  and/or  registered  by  their  respective  companies  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation 


Developments  to  Watch 


DITED  BY  NAOMI  FREUNDLICH 


TAKING  THE  PULSE  OF  HEART  RESEARCH 

From  soybeans  to  radiation-a  roundup  of  the  latest  findings 


ist  i reek  was  a  bad  time  to  try  to  find  a  cardiologist  any- 
iiere  outside  New  Orleans,  where  mare  than  30,000  of  them 
nvened  at  one  of  the  largest  medical  meetings  in  the  world — 
e  annual  scientific  meeting  of  the  American  Heart  Assn.  Up- 
■the-minute  reports  on  new  drugs,  surgical  techniques,  and 
art-attack  prevention  were  among  the  subjects  of  nearly 
WO  presentations.  Seyiior  Editor  Paul  Raeburn  reports: 


)FU  MAY  BE  GOOD 
)R  THE  TICKER 

!SEARCHERS  HAVE  LONG 

Light  to  explain  why  rates 
heart  disease  and  breast 

acer  are  four  times  higher 
the  U.  S.  than  in  Japan. 

>w  they  may  have  found 

rt  of  the  answer:  the  lowly 

/bean. 

Soybeans,  virtually  absent 
'm  the  American  diet,  are 
major  source  of  dietary 
)tein  in  Japan.  Dr.  Gregory 
Burke  of  the  Bowman 
ay  School  of  Medicine  in 
nston-Salem,  N.  C,  found 
it  a  supplement  of  20 
uns  of  soy  protein  per 
f — comparable  to  the 
ount  in  the  Japanese 
t — lowered  total  choles- 
ol  10%.  It  also  produced 
light  rise  in  high-density 
(proteins — the  form  of  cho- 


;erol  that  protects  against 
,rt  disease. 

)ther  studies  have  sug- 
ted  that  soybeans  might 
tect  against  some  cancers, 
uding  breast  cancer.  They 
y  also  help  reduce  "hot 
•shes"  associated  with 
lopause.  The  key  ingredi- 


ents are  so-called  phytoestro- 
gens, substances  that  can 
mimic  the  effects  of  human 
estrogen.  How  these  com- 
pounds protect  against  heart 
disease  and  cancer  is  still  not 
clear. 

Soy  protein  supplements 
are  widely  available  in  health- 
food  stores,  but  scientists 
aren't  recommending  their 
use  until  more  research  is  in. 


CASTING  DOUBT 
ON  AN  OLD  ALLY 

THE  NATION'S  CARDIOLOGISTS 

are  recommending  against  the 
use  of  a  popular  class  of 
drags — calcium-channel  block- 
ers— to  treat  heart  attacks.  In 
new  guidelines,  the  American 
Heart  Assn.  and  the  American 
College  of  Cardiology  say  the 
drags  "have  not  proven  bene- 
ficial in  early  treatment  or  sec- 
ondary prevention"  of 
heart  attacks,  and  may 
even  be  harmful. 

The  drugs — which 
relax  blood  vessels — 
became  the  focus  of 
controversy  following  a 
March,  1995,  report  that 
they  were  statistically 
issociated  with  a  60% 
rise  in  the  risk  of  heart  at- 
tack. Newer  studies  have 
added  to  the  concern  and 
raised  the  question  whether 
calcium-channel  blockers  can 
increase  the  risk  of  cancer, 
too.  Bruce  M.  Psaty,  an  epi- 
demiologist at  the  University 
of  Washington  and  the  author 
of  the  1995  study,  said  the 
new  guidelines  accurately  re- 


flect the  latest  scientific  data. 

Dr.  Roger  Sachs,  a  vice- 
president  at  Pfizer  Corp.,  mak- 
er of  calcium-channel  blocker 
Procardia,  says  the  drags  are 
used  primarily  for  treating 
chest  pain  and  hypertension, 
not  heart  attacks.  And  he 
questions  the  evidence  linking 
calcium-channel  blockers  to 
cancer.  The  worldwide  market 
for  the  drugs  is  $6  billion. 


NEW  HELP  TO  KEEP 
ARTERIES  CLEAR 

ADVANCES   IN   THE    USE  OF 

tiny  balloons  to  open  clogged 
arteries  have  been  marred  by 
a  recurrent  problem.  In  about 
30%'  of  patients  who  undergo 
balloon  angioplasty,  the  new- 
ly opened  arteries  become 
clogged  again,  necessitating 
further  treatment.  But  re- 
searchers have  found  that  in- 
serting specks  of  radioactive 
iridium  into  blood  vessels  re- 
duces the  cell  growth  that 
can  lead  to  re-blockage. 

Surgeons  often  place  small 
metal  tubes  called  stents  in 
newly  cleared  arteries  to  keep 
them  open.  Stents  prevent  the 
collapse  of  artenes,  but  they 
don't  stop  troublesome  cell 
growth.  That's  where  radia- 
tion comes  in.  After  inserting 
stents,  Dr.  Paul  S.  Teirstein 
and  colleagues  at  the  Scripps 
Clinic  in  La  Jolla,  Calif.,  used 
a  long  tube  to  deliver  specks 
of  iridium  to  the  opened  ar- 
teries. The  iridium  was  left 
for  30  minutes,  then  removed. 
Six  months  later,  54%  of  the 
29  patients  given  only  stents 
experienced  renarrowing  of 
their  arteries.  Of  the  26  given 
stents  plus  radiation,  only  15% 
experienced  renaiTowing.  Re- 
searchers have  noted  no  ad- 
verse side  effects,  and  a  sec- 
ond, larger  trial  is  currently 
under  way. 


INNOVATIONS 


■  Deer  hunting  can  be  a 
risky  business  for  hunters 
as  well  as  deer.  In  a  study 
of  25  male  deer  hunters 
who  wore  heart  monitors 
while  tramping  through 
the  woods,  researchers 
found  that  simply  seeing  a 
deer  could  send  heart 
rates  soaring  to  dangerous 
levels. 


B  Despite  chemistry  dif- 
ferences between  men  and 
women,  the  cholesterol- 
lowering  drags  referred  to 
as  statins  appear  to  work 
well  in  both.  In  one  study, 
Bristol-Myers  Squibb  Co.'s 
Pravachol  reduced  the 
risk  of  a  second  nonfatal 
heart  attack  in  women  by 
59%,  similar  to  what  is 
seen  in  men.  In  another 
study,  Merck  &  Co.'s  Zo- 
cor  reduced  the  rate  of 
heart  attacks  by  34%-  in 
women  who  had  had  heart 
attacks  or  experienced 
chest  pain. 

■  Levels  of  the  blood  fats 
called  triglycerides  may 
be  more  predictive  of 
heart  disease  than  previ- 
ously recognized.  Current 
guidelines  consider  a 
triglyceride  measure  un- 
der 200  desirable.  But 
University  of  Maryland 
researchers  found  that 
levels  as  low  as  100  were 
linked  to  serious  heart 
disease  compared  with 
levels  below  100. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwnov@businessweek.com 
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GSM  RECOGNIZES 


NO 


FRONTIERS. 


Nothing  has  the  powet  to  bring  the  world 
together  like  GSM. 

After  all,  there  are  more  than  125 
GSM  networks  in  the  world  today.  In  70 
countries.  On  six  continents.  With  more 
than  20  million  subscribers. 

This  is  good  news  when  you 
travel.  Because  it  means  you  can 
take  your  phone  (SIM-card)  along 
wherever  you  go.  Without  losing  a 
single  call  or  message.  Anyone  can 
reach  you  anywhere,  using 
the  same  single  number.  And  without  even 
knowing  where  in  the  world  you  are. 

GSM  operators  everywhere  are  guaran- 
teeing this  worldwide  reach,  by  signing 
roaming  agreements  with  each  other.  Over 
1200  such  agreements  are  already  in  place, 
and  dozens  more  are  signed  every  month. 


GSM  900,  DCS  1800 


ARE  IMPLEMENTATIONS 
OF  THE  GSM  STANDARD 


FREQUENCY  BANDS. 


GSM  was  originally  conceived  to  make 
roaming  simple  and  commonplace.  By 
assigning  a  unique  global  identity  to  every 
user,  keeping  constant  track  of  who  and 
where  they  all  are  becomes  much  easier 
(and  much  safer). 

And  before  long,  roaming  will 
go  into  space. 

The  world's  satellite  operators 
have  all  decided  to  base  the 
mobility  management  for  their 
new  systems  on  the  GSM  roaming 
standard.  So  in  places  where  even  your 
GSM  phone  is  out  of  reach  (like  in  jungles, 
deserts,  or  at  sea),  you'll  simply  switch  it  to 
'satellite',  and  put  the  call  through. 

It's  the  ultimate  proof  that  GSM  really 
does  transcend  all  frontiers. 
Even  the  final  frontier. 


GSM.  The  standard  that  sets  the  standard. 


ERICSSON 


i 

Cover  Story  1 

They  sit  in  a  corporation's  inner 
sanctum.  They  settle  into  high-backed 
chairs  around  burnished  mahogany 
conference  tables.  And  what  they  say 
and  do  is  often  an  enigma  to  anyone 
outside  those  closed  doors.  They  are 
the  directors  in  the  boardroom,  a  col- 
lection of  names,  egos,  and  experience 

that  serves  as  the  critical  link  between  a  public  com- 
pany's owners — its  shareholders — and  management. 

That,  at  least,  is  the  theory.  In  practice,  too  many 
boards  have  been  mere  "ornaments  on  a  corporate 
Christmas  tree,"  as  a  landmark  study  of  boards  by 
Harvard  business  school  professor  Myles  Mace  once 
put  it — decorative  and  decorous  baubles,  with  no 
real  purpose.  Little  more  than  a  claque  of  the  CEO's 
cronies,  they  would  quietly  nod  and  smile  at  their 
buddy's  flip  charts  and  rubber-stamp  his  agenda  for 
the  corporation. 

Somehow,  directors  forgot — if  they  ever  knew — that 
they  were  in  the  boardroom  to  act  on  behalf  of  share- 
holders and  oversee  that  collection  of  hired  hands 
known  as  management.  Directors  watched  idly  at 
one  seemingly  invincible  corporation  after  another — 
from  Eastman  Kodak  and  General  Motors  to  IBM, 
Sears  Roebuck,  and  Westinghouse  Electric — as  their 
companies  faltered  and  declined.  Only  when  the  di- 
rectors were  prodded  by  investors  and  activists,  only 
after  then-  companies  and  ceos  were  publicly  pilloried, 
were  many  finally  goaded  into  action — what  some 
call  "governance  by  embarrassment." 

Slowly  but  surely,  however,  a  quiet  revolution  is  go- 
ing on  in  America's  boardrooms.  The  directors  around 


the  conference  table  are  waking  up.  They're  takL 
the  job  more  seriously.  They're  becoming  more  actK 
in  reshaping  the  board  and  its  oversight  responsi 
ities.  They're  getting  involved  in  corporate  strattL 
and  management  succession.  They're  objectively  e^jl 
uating  the  ceo's  performance — and  their  own. 

In  that  spirit,  business  week  decided  to  tak 
peek  behind  those  closed  doors  and  perform  an  eq- 
uation of  its  own.  The  result  is  our  first  ranking] 


j 
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he  best  and  worst  boards  in  Corporate  America, 
("he  rankings  reflect  both  the  informed  opinions  of 
hareholders  and  governance  experts  and  an  objective 
ssessment  of  the  composition,  structure,  and  guide- 
nes  of  each  board.  The  list  contains  some  surprises 
n  both  sides,  and  it's  bound  to  provoke  controversy. 
;ut  as  the  move  to  improve  corporate  governance  fo- 
ises  increasingly  on  the  director,  these  rankings 
jpresent  a  new  way  to  shine  light  on  the  long-ob- 
nire  doings  in  the  boardroom. 

'  If  progressive  boards  are  taking  a  more  active 
I  )le,  no  one  is  arguing  that  they  should  micromanage 
company's  affairs.  Rather,  institutional  shareholders 
id  governance  experts  want  boards  to  exercise 


Our  New 
Report  Card 
on  Corporate 
Governance 

By  John  A.  Byrne 


>re  active  oversight,  subjecting  strategic  plans  to 
;orous  scrutiny,  holding  the  boss  to  high  perfor- 
mce  standards,  and  assuming  responsibility  for 
tnagement  succession.  It's  what  John  M.  Nash, 
isident  of  the  National  Association  of  Corporate  Di- 
rtors  (nacd),  calls  the  nifo  method  of  governance: 
se  in,  fingers  out. 

There  are  still  many  firmly  entrenched  CEOs  and 
line  directors  who  resist  modern  governance.  And 


there  are  plenty  of  cynics  who  still  regard  most  di- 
rectors as  the  boss's  marionettes.  "In  most  cases, 
boards  are  a  joke,"  grouses  a  money  manager  for  a 
corporate  pension  fund.  "They  spend  little  time 
understanding  the  business  or  knowing  much  about 
management  performance  other  than  reported  re- 
sults. They  do  what's  necessary  to  minimize  the 
possibility  of  being  sued." 

Yet  at  a  growing  number  of  companies,  fortu- 
nately, that  gloomy  view  seems  outdated.  In  today's 
fast-paced  and  fiercely  competitive  markets,  smart 
CEOs  want  their  boards  to  be  more  than  clubby 
panels  of  yes-men.  They  want  knowledgeable,  tal- 
ented directors  to  serve  as  sounding  boards  and  ad- 
visers. "More  ceos  are  view- 
ing their  boards  as  a 
resource,"  says  Donald  S. 
Perkins,  former  ceo  of  Jew- 
el Cos.  and  a  director  on  10 
corporate  boards.  "They  are 
not  only  comfortable  but 
anxious  to  bring  questions 
to  the  board  for  which  they 
don't  have  the  answers." 

Some  of  the  pressure  for 
improvement  also  comes 
from  heightened  scrutiny  of 
boards  by  the  press  and 
public,  combined  with  a 
healthy  dose  of  fear  of  liti- 
gation against  directors.  But 
above  all,  good-governance  momentum  is  coming 
from  powerful  institutional  investors  and  money 
managers,  usually  working  quietly  and  behind  the 
scenes.  Indeed,  the  most  crucial  new  development 
in  governance  is  a  little-noticed  decision  this  year 
by  tiaa-cref,  the  nation's  largest  pension  fund, 
to  assess  governance  practices  regularly  at  some 
1,500  companies  in  which  it  owns  a  stake. 

Why  should  investors  care?  In  the  contentious 
arena  of  corporate  governance,  no  issue  is  thornier 
than  the  question  of  whether  there's  a  link  be- 
tween the  quality  of  a  company's  board  and  the 
quality  of  its  market  performance.  After  all,  share- 
holders don't  give  a  hoot  how  often  a  board  meets, 
how  glittering  the  resumes  of  its  members  are,  or 
what  probing  questions  they  ask  the  ceo.  What 
matters  is  how  much  money  the  company  returns 
to  shareholders.  "A  lot  of  corporate  governance 
suffers  from  procedural  frills,"  argues  Robert  C. 
Pozen,  general  counsel  for  Fidelity  Investments, 
the  world's  largest  mutual-fund  company.  "It's  miss- 
ing the  boat.  There  isn't  a  correlation  between 
those  things  and  investment  performance." 

But  academics  are  increasingly  finding  just  such 
links.  Several  studies  have  shown  that  companies  in 
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which  directors  own  significant  amounts  of  stock  outperform 
those  that  don't.  One  has  found  that  the  stock  market  more 
highly  values  companies  with  boards  of  independent,  out- 
side directors.  "It  doesn't  take  a  rocket  scientist  to  figure  this 
stuff  out,"  insists  Charles  M.  Elson,  a  governance  expert  at 

Stetson  University 
College  of  Law.  "Th'e 
more  boards  a  direc- 
tor sits  on,  the  less  ef- 
fective he'll  probably  be.  As  the  empirical  evidence  comes  in, 
it  will  back  up  the  hunch." 

Obviously,  not  all  well-governed  companies  do  well  in 
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the  marketplace.  Nor  do  the  badly  governed  always  shf 
But  even  the  best  performers  risk  stumbling  somedayf 
they  lack  strong  and  independent  boards  of  directors.  Til 
is,  after  all,  what  has  happened  again  and  again  at  compans 
as  diverse  as  American  Express,  Archer  Daniels  Midlail, 
Sears,  Morrison  Knudsen,  and  W.  R.  Grace — all  of  whcf 
boards  were  cozy  and  passive.  But  to  prove  the  benefits 
good  governance,  you  have  to,  in  a  sense,  prove  a  negati 
says  John  Pound,  a  governance  expert  at  Harvard  Univ 
sity  School  of  Law:  "Perhaps  the  biggest  story  today 
the  dozens  of  companies  that  aren't  going  to  become  a  Gi 
eral  Motors  or  a  W.  R.  Grace  because  more  proacti 
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1.  CAMPBELL 
SOUP 

97.8 

47.8 

50.0 

Wins  plaudits  for  governance  practices; 
disclosed  results  of  recent  board  self-review 

9.0 

9.1 

8.8 

9.3 

10.0 

7.3 

2.  GENERAL 
ELECTRIC 

79.6 

43.6 

36.0 

CEO  sits  on  one  board:  his.  Each  outside 
director  owns  more  than  $450K  of  GE  stock 

7.9 

8.3 

7.7 

8.6 

8.0 

6.7 

3.  IBM 

76.5 

33.5 

43.0 

Board's  hiring  of  outside  CEO  and  his  results 
so  far  win  investor  favor 

8.3 

8.5 

9.3 

9.0 

8.7 

6.7 

4.  COMPAQ 
COMPUTER 

76.3 

26.3 

50.0 

Nonexecutive  chairman;  reviews  both  board 
and  director  performance 

8.8 

8.9 

8.9 

8.6 

10.0 

8.0 

5.  COLGATE 
PALMOLIVE 

75.6 

26.6 

49.0 

Highly  independent  board  boasts  stellar  cast 
of  outsiders,  with  one  insider:  CEO  Mark 

9.3 

9.4 

9.5 

8.1 

8.7 

7.3 

6.  CHRYSLER 

74.9 

35.9 

39.0 

Directors  met  with  40  major  investors, adopted 
governance  "best  practices" 

8.2 

8.0 

7.8 

8.8 

7.3 

6.7 

7.  JOHNSON  & 
JOHNSON 

71.8 

35.8 

36.0 

Board  gains  kudos  for  overall  quality  and 
accountability  to  shareholders-,  no  pensions 

8.9 

8.7 

8.8 

9.0 

8.7 

6.0 

8.  MERCK 

71.5 

35.5 

36.0 

Created  committee  last  year  to  evaluate  board 
performance;  only  insider  is  CEO 

9.3 

8.8 

8.3 

8.8 

2.7 

6.0 

9.  HERCULES 

70.8 

26.8 

44.0 

Board  scores  high  for  quality,  independence; 
evaluates  self  for  effectiveness 

9.3 

8.8 

9.4 

9.0 

3.3 

9.3 

10.  EXXON 

69.8 

25.8 

44.0 

Outside  directors  each  average  $490K  of  stock; 
no  pensions;  annual  election 

8.3 

8.9 

9.4 

8.6 

10.0 

7.3 

11.  CERIDIAN 

69.6 

23.6 

46.0 

Governance  panel  does  biannual  reviews 
of  board  and  individual  director  performance 

8.0 

8.0 

8.5 

7.0 

7.3 

8.0 

12.  INTEL 

69  3 

31  3 

38  0 

Outside  directors  each  own  more  than  $350K  of 
stock;  high  marks  for  quality,  independence 

7.7 

8.3 

7.3 

8.3 

6.7 

8.0 

13  GENERAL 
MOTORS 

66  2 

35  2 

31  0 

Governance  principles  won  favor,  but  many 
directors  own  little  stock 

7.5 

8.5 

8.0 

7.6 

0.7 

6.7 

14.  CITICORP 

66.0 

33.0 

33.0 

Investors  praise  performance,  yet  4  of  13 
are  insiders;  outsiders  on  too  many  boards 

8.5 

8.4 

8.1 

8.9 

6.7 

6.0 

15  EASTMAN 
KODAK 

65.7 

29.7 

36.0 

Took  board  too  long  to  get  new  management, 
but  wins  praise  for  doing  so 

9.0 

8.3 

9.0 

8.7 

3.3 

7.3 

« 

1R  MITRfKflFT 
lo.  itii u nuour  i 

fid  1 

99  1 

42  ft 

Some  critics  say  eight-person  board  is  too 
"insidey,"  but  it  scores  well  on  all  measures 

7.3 

6.5 

7.0 

8.3 

8.7 

7.3 

MCI 

17.  HEWLETT- 
'  PACKARD 

63  5 

28.5 

35.0 

Superior  returns  win  investor  approval;  4  of  11 
outside  directors  own  little  stock 

8.3 

8.3 

8.0 

8.7 

4.7 

8.0 

18.  ABBOTT 

LABORATORIES 

63.1 

27.1 

36.0 

Scores  highly  on  independence;  all  but  1  of 
outsiders  own  more  than  $100K  of  stock 

9.3 

9.4 

9.4 

9.1 

5.3 

6.7 

tit 
II. 

19.  PHILIP  MORRIS 

62.5 

28.5 

34.0 

Each  director  owns  at  least  $165K  of  stock;  board 
ditched  pensions  this  year 

7.4 

8.2 

8.8 

8.8 

6.7 

2.0 

Soils 

20.  COCA-COLA 

60.0 

42.0 

18.0 

No.  3  in  survey,  but  board  is  cozy,  with  pensions, 
potential  conflicts,  staggered  elections 

8.2 

8.4 

7.9 

9.0 

3.3 

2.7 

1 
ti 

21.  AMR 

59.8 

26.8 

33.0 

CEO  is  only  insider;  lacks  an  active  chief  of 
another  major  public  company 

8.3 

8.0 

8.7 

8.7 

6.0 

4.0 

22.  CATERPILLAR 

57.1 

28.1 

29.0 

Eight  of  10  outsiders  sit  on  too  many  boards, 
but  board  scores  high  for  independence 

9.0 

9.0 

9.0 

8.5 

4.0 

3.3 

23.  SEARS  ROEBUCK 

56.8 

30.8 

26.0 

Once  publicly  ridiculed,  directors  gained 
investor  confidence  with  turnaround 

7.6 

7.4 

7.4 

8.3 

-1.3 

5.3 

24.  TRAVELERS 

53.6 

27.6 

26.0 

First  major  company  to  pay  directors  in  stock; 
outsiders  average  $2.1  million  in  stock 

9.0 

8.3 

8.3 

9.0 

2.0 

6.0 

25.  HOME  DEPOT 

53.5 

27.5 

26.0 

Board  wins  praise  for  active  involvement; 
directors  required  to  regularly  visit  retail  outlets 

9.3 

9.4 

9.4 

9.0 

4.0 

6.7 

The  highest  possible  score  on  this  ranking  is  100,  with  half  the  points  coming  from  Business  Week's  survey  of  money  managers 
governance  experts  and  half  from  an  analysis  of  the  makeup  of  each  board.  For  each  individual  category,  the  maximum  score  is 


it  ADM,  directors,  co-opted  by  family  ties,  business  links, 
ind  friendship,  put  the  interests  of  Dwayne  Andreas  first 


ards  and  shareholders  will  prevent  major  mistakes." 
Preventing  mistakes  before  they  happen  is  the  rationale  he- 
ld tiaa-cref's  new  focus  on  governance  practices.  "We're 
)king  at  governance  first  and  then  performance,"  says 
chard  M.  Schlefer,  an  assistant  vice-president  at  the  pension 
id  for  teachers  and  professors.  "If  a  company  has  a  gov- 


ernance structure  that  doesn't  withstand  scrutiny,  we  don't 
want  to  wait  until  there  is  a  problem  to  get  involved." 

So  which  boards  are  more  likely  to  navigate  the  future 
with  fewer  mishaps?  And  which  boards  may  be  headed  for 
trouble — if  they're  not  already  in  the  soup?  To  find  out,  busi- 
ness week  surveyed  295  of  the  nation's  largest  pension  funds 
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over  70  years  old,  including  one  who  is  84 
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5.3 
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DEVICES 

33.8 

-1.2 

35.0 

Investors  dislike  CEO's  control  of  board; 
CEO  also  chairs  nominating  panel 

2.3 

2.0 

1.3 

1.0 

7.3 

10.0 

4,5 

ROATS 

33.9 

4.9 

29.0 

Pension-lavished  board  shares  blame  for 
Snapple  acquisition  and  drop  in  performance 
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EN 

35.6 
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Investors  blame  poor  board  oversight  for 
bankruptcy;  scores  low  on  accountability 
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2.3 
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2.0 

2.0 
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LOCK 

36.4 

4.4 

32.0 

Insiders  sit  on  nominating  and  compensation 
committees  of  this  weak  performer 
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2.8 

2.4 

5.3 
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6.0 

EARNER 

36.8 

2.8 

34.0 

Investors  unhappy  with  lagging  performance; 
1  director  on  16  boards 

2.8 

2.5 

3.3 

2,5 

3.3 

7.3 

9.0 

H  &  LOMB 
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6.2 
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Board  failed  to  exercise  enough  oversight 
over  former  CEO;  directors  own  little  stock 
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Investors  blame  board  for  not  acting  more 
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CEO's  son  sits  on  eight-member  board; 
three  directors  fail  to  own  much  stock 
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and  money  managers,  as  well  as  experts  in  the  field  of  gov- 
ernance (page  98).  They  were  asked  to  identify  corporations 
with  the  most  and  least  effective  boards.  Then,  respondents 
were  asked  to  grade  the  boards  on  a  scale  of  0  (poor)  to  10 
(excellent)  in  four  categories:  accountability  to  shareholders, 
quality  of  directors,  independence,  and  corporate  perfor- 
mance.  A   total   of  61 


replied,  a  response  rate 
of  21%.  Responding  mon- 
ey managers  and  funds 
currently  manage  $1.64 
trillion  in  equity  assets. 
Then,  the  212  compa- 
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nies  singled  out  by  poll 
respondents  were  sub- 
jected to  another  round 
of  scrutiny.  Their  boards 
were  measured  against  a 
set  of  guidelines  or  best 
practices  articulated  by 
corporate-governance  ex- 
perts. Points  were  award- 
ed to  boards  that  met  the 
criteria.  Points  were  sub- 
tracted for  failing  the 
tests.  In  the  judging  of 
board  independence,  for 
example,  a  company 
scored  points  if  it  had  no 
more  than  two  inside  di- 
rectors; no  insiders  on 
the  board's  audit,  nomi- 
nating, and  compensation 
committees;  no  outside 
directors  who  directly  or 
indirectly  draw  consult- 
ing, legal,  or  other  fees 
from  the  company;  and  no 
interlocking  directorships. 

The  results?  Sitting  at 
the  top  of  BUSINESS 
week's  honor  roll  is 
Campbell  Soup  Co.,  which 
is  helping  to  redefine  the 
role  a  modern  board  of 
directors  should  play  in  a 

well-managed  corporation  (page  90).  Its  published  gover- 
nance guidelines  are  among  the  most  stringent  and  far-reach- 
ing in  Corporate  America.  Among  other  standouts  are  the 
boards  of  such  powerhouse  corporations  as  General  Electric, 
IBM,  Compaq  Computer,  Colgate-Palmolive,  and  Chrysler.  It's 


no  accident  that  the  boards  at  three  of  these  top  compani|. 
ousted  their  chief  executives  for  poor  performance.  Nor  is  I 
a  surprise  that  their  new  CEOs  have  made  a  radical  differenl 
in  the  fortunes  of  their  enterprises. 

And  the  worst?  The  board  at  scandal-ridden  Archer  Danie, 
Midland  Co.,  which  has  been  widely  assailed  by  outsiders  fk 

its  cronyism  and  pail 

WHAT  DEFINES  A  GOOD  BOARD?  ^of"J 

Chairman  Dwayii 
0.  Andreas.  For  i 
stitutional  investol 
who  watched  ad| 
writhe  in  the  spo| 
light  of  a  federl 
price-fixing  invest! 
gation  over  the  pa  I 
year,  the  defects 
the  company's  boai 
seem  all  too  appa 
ent.  Most  of  the  ii 
stitutional  investoi 
believe  that  dire 


INDEPENDENCE 


Very  few  insiders 
should  sit  on  the  board,  and  no  insiders 
should  serve  on  its  audit,  nominating, 
or  compensation  committees 


tors,    co-opted  ti 
family  ties,  businej 
links,  and  longstanc 
ing  friendships,  pi 
shareholder  interesi 
behind  those  of  Ai 
dreas.  On  Oct.  1 
the  $13.3  billion  con 
pany  pleaded  guilt 
to  two  federal  pric< 
fixing  charges  an 
paid  a  record  $10 
million  fine.  Througl 
out  the  crisis,  adm 
confused  and  errati 
public  reactions  onl 
cemented  the  direc 
tors'  image  as  poste 
children  for  bad  govei 
nance.  "Their  respon: 
to   shareholders  h 
been  abysmal,"  sa; 
Kayla  Gillan,  gener 
counsel  for  the  Califo: 
nia  Public  Employee 
Retirement  Syste: 
(CalPERs). 

Even  recent  efforts  to  downsize  and  revamp  adm's  board 
give  it  a  majority  of  outsiders  have  drawn  heavy  criticish 
Three  new  directors  resemble  many  current  members:  The, 
either  have  Washington  connections  or  represent  big  familj 
shareholdings.  Notably  missing:  any  heavyweight  ceos  t 


❖  Evaluate  performance  of 
CEO  annually  in  meetings 
of  independent  directors 

❖  Link  the  CEO's  pay  to 
specific  performance  goals 

❖  Review  and  approve 
long-range  strategy  and 
one-year  operating  plans 

❖  Have  a  governance 
committee  that  regularly 


assesses  the  performance 
of  the  board  and  individ- 
ual directors 

❖  Pay  retainer  fees  to  di- 
rectors in  company  stock 

❖  Require  each  director  to 
own  a  significant  amount 
of  company  stock 

❖  Have  no  more  than  two 
or  three  inside  directors 


❖  Require  directors  to 
retire  at  70  years  of  age 

*  Place  the  entire  board 
up  for  election  every  year 

❖  Place  limits  on  the 
number  of  other  boards 
on  which  its  directors 
can  serve 

*  Ensure  that  the  audit, 
compensation,  and  nomi- 


nating committees  are 
composed  entirely  of 
independent  directors 

*  Ban  directors  who 
directly  or  indirectly  draw 
consulting,  legal,  or  other 
fees  from  the  company 

*  Ban  interlocking 
directorships:  "I'm  on  your 
board,  you're  on  mine" 
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She  dreamt 

of  riding  thoroughbreds  (IS  <i  child. 


She  cared  for  thoroughbreds  as  a  vet.  Now 


I  her  New  England  representative,  she'* 


thanks  to  the  financial  savvy 
on  her  way  to  owning  them. 


ife  can  be  a  wild  ride.  Unless,  of  course,  you've  got  trained  experts  to  show  you  how  to  take  the  turns.  At 
he  New  England,  we've  been  showing  successful  business  owners  and  professionals  how  to  stay  the  course  for 
ver  160  years.  Our  financial  strength  is  comforting,  but  even  more  reassuring  is  the  way  we  provide  exceptional 
isurance  and  financial  advice  on  a  one-to-one  basis.  That  policy  extends  to  anyone  who  seeks 
ur  counsel.  By  taking  the  time  to  understand  where  our  clients  want  to  go,  we  help  them  stay  winners. 

Planning  for  your  success. 

The  New  England 

mail  us  at:  asktne@tne.com  or  visit  our  home  page:  http://www.tne.com  ^^^^^B        Insurance  and  Investtne'  ., 

A  MetLife  Affiliate 


w  England  Lite  Insurance  Co.,  Boston,  MA.  Securities  products  offered  through  New  England  Securities  Corp.,  Boston.  MA. 


Every  LifeB, 
is  pre-installed 
with  powerful 
com  ni  u  n  tea  t  ion 
software. 


GUT 


Also  known  as : 

THE  BIG  DECISION  MAKER 


Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 
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counterbalance  Andreas.  "They're  trying  to  carry  on  as  in  the 
past,  with  minimum  concessions  to  public  relations,"  sniffs 
Roland  M.  Machold,  director  of  the  State  of  New  Jersey's  di- 
vision of  investments. 

Champion  Interna- 
tional, H.J.  Heinz, 
Rollins  Environmental, ' 
NationsBank,  and  AT&T 
also  emerged  as  companies  with  ineffective  boards.  These 
boards  tended  to  fail  the  tests  of  independence  or  account- 
ability. Fully  half  the  18  directors  on  the  Heinz  board,  for 
example,  are  ciurent  or  foimer  executives.  Chairman  and  ceo 


Cover  Story 


Anthony  J.  F.  O'Reilly,  along  with  his  vice-chairman,  Joseph  A 
Bogdanovich,  sit  on  the  board's  nominating  committee — thl 
panel  that  most  governance  observers  agree  should  be  comj 
posed  entirely  of  outside,  independent  members.  At  Champion 
only  three  of  the  board's  dozen  directors  are  insiders — bul 
eight  outside  board  members  fail  to  own  even  $100,000  o| 
company  stock,  an  investment  that  would  more  closely  aligij>. 
their  interests  with  those  of  shareholders.  Chaiiman  and  CE(I 
Andrew  C.  Sigler  sits  on  five  boards,  including  two — All 
liedSignal  Inc.  and  Chase  Manhattan  Corp. — in  which  the  chiel 
executive  also  serves  on  Sigler's  board. 

Also  among  the  worst  boards  are  several  companies  iij 


WHY  CAMPBELL'S  COPPED  THE  TOP  SPOT 


By  the  time  the  board  huddled  in 
secret  at  the  Philadelphia  Air- 
port Marriott  in  early  Septem- 
ber to  approve  an  ambitious  new 
strategy  for  Campbell  Soup  Co., 
every  director  was  as  familiar  with 
its  details  as  was  Campbell's  flam- 
boyant ceo,  David  W.  Johnson. 

For  the  past  six  months,  through 
eight  meetings,  the  directors  became 
partners  in  crafting  new  strategic- 
goals.  They  grilled  Johnson  over  the 
impact  of  piling  on  debt  to  pay  for  a 
$2.5  billion  stock  buyback.  They  pep- 
pered him  with  ques- 
tions over  the  pro- 
posed layoff  of  650 
employees.  And  they 
wondered  aloud  if  he 
was  paying  too  much 
— $210  million — for  a 
German  soupmaker. 
"There  was  vigorous 
and  challenging  dis- 
cussion in  the  board- 
room over  all  these 
issues,"  says  director 
Philip  E.  Lippincott. 

Hardly  your  typi- 
cal board  of  nodding 
suits.  But  that's  not 
what  Johnson  ex- 
pected when  the 

board  passed  over  internal  candi- 
dates and  recruited  him  as  chief  ex- 
ecutive from  Gerber  Products  Co.  in 
1990.  "The  board  is  my  boss,"  John- 
son says.  "I  need  to  win  the  direc- 
tors' support  and  confidence,  and 
they  need  to  feel  this  guy  knows  his 
cookies  and  his  soup." 

No  wonder  Campbell  won  the  hon- 
or of  having  the  best  board  of  direc- 
tors in  business  week's  first-ever 
corporate-governance  ranking.  The 
company  is  at  the  forefront  of  a 
movement  that  is  beginning  to  trans- 
form the  boardroom  from  a  cozy  club 
into  an  active  and  independent  body. 
Perhaps  the  best  example  is  its  in- 


volvement in  Campbell's  strategic- 
plan.  Most  boards  review  and  ap- 
prove major  strategy  decisions,  but 
they  rarely  shape  them. 

By  refocusing  on  the  core  soup 
business,  Johnson  has  been  able  to 
nearly  triple  Campbell's  market  val- 
ue, to  $18.9  billion.  Earlier  this  year, 
though,  he  began  to  toy  with  the 
idea  of  turning  Campbell  into  one  of 
the  world's  top  consumer-goods  com- 
panies, with  the  kind  of  premium 
market  multiple  commanded  by  such 
global  leaders  as  Coca-Cola  Co.  John- 


FIVE  OF  THE  A  TEAM:  Field,  Mott,  Dorrance,  Lippincott,  and  Johnson 


son  first  floated  this  plan  at  a  two- 
day  board  meeting  devoted  entirely 
to  long-range  strategy  at  the  Hotel 
DuPont  in  Wilmington  in  March.  Re- 
calls director  George  Strawbridge  Jr.: 
"We  said:  'My  God,  could  we  possibly 
ever  do  it?' "  Johnson  returned  to 
headquarters  to  plot  the  details. 

In  meeting  after  meeting,  the  plan 
began  to  unfold  under  continual  test- 
ing by  directors — a  group  that  now 
includes  top  officers  of  American  Ex- 
press, i;te,  the  Bank  of  East  Asia, 
and  four  of  the  decendants  of  John  T 
Dorrance,  the  inventor  of  condensed 
soup,  whose  portrait  hangs  in  the 
boardroom.  The  most  controversial 


part  of  Johnson's  strategy  was  to  go 
into  significant  debt  for  the  $2.5  bil- 
lion stock  buyback.  "That  was  a  sub- 
ject on  which  certain  directors  had 
very  strong  positions,"  says  Lippin- 
cott. "A  lot  of  them  couldn't  under- 
stand why  that  was  a  good  idea." 

The  board  retained  its  own  invest- 
ment banker  and  legal  counsel  to  ap- 
praise the  strategy's  potential  im- 
pact. "Probing,  searing  questions  on 
every  area  was  the  order  of  the 
day,"  says  Johnson.  "They  helped  me 
by  asking  the  right  questions,  and 
we  often  had  to  go 
back  to  get  more  in- 
formation. It  forced 
more  precision." 

The  debates  sim- 
mered over  four  reg- 
ular board  meetings 
and  four  sessions 
with  smaller  groups 
of  directors.  "The  dis- 
cussion was  always 
open,  and  the  tenor 
was  always  collegial," 
says  Charles  H.  Mott, 
another  Campbell  di- 
rector. "People  can 
and  do  confront  man- 
agement and  each 
other  when  there  are 
differences  of  opinion."  Finally,  on 
Sept.  4,  Campbell's  15  directors  gath- 
ered in  Philadelphia  and  approved 
the  plan  in  a  three-hour  meeting. 

The  role  of  Campbell's  board  isn't 
unique,  but  it  is  unusual.  So  is  its  de- 
sire to  stay  the  best-governed  com- 
pany in  America.  "I  don't  know  how 
much  further  we  have  to  go,  but  we 
are  determined  to  keep  striving  for 
excellence  in  governance,"  says 
Strawbridge.  The  board's  role  will 
face  an  interesting  test  if  Campbell's 
turnaround  starts  to  fade  or  if  the 
new  strategy  tanks.  For  now,  the 
company  is  clearly  a  role  model. 
By  John  A.  Byrne  in  Camden,  N.J. 
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IMAGINE 


building  a  Web  site 
that  really  means  business 
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Every  day,  more  businesses  are  creating  their 
own  Web  sites.  To  set  your  business  apart,  you 
need  a  site  that  communicates  effectively.  At  the 
same  time,  it  should  be  cost  effective  to  create 
and  maintain.  Today,  no  other  company  has 
more  solutions  to  help  you  create  a  compelling 
Web  site  and  maintain  it  than  Adobe  Systems. 
Recently,  just  creating  a  site  was  an  expensive, 
complex,  highly  specialized  and  almost 
thankless  task.  Now,  Adobe  tools  streamline 
and  simplify  this  task,  making  it  easy  to  create 
a  look  and  feel  that  sets  you  apart.  We've  also 
made  the  updating  and  maintenance  of  your 
site  an  almost  seamless  process.  Best  of  all, 
your  visual  identity,  colors,  logos,  type  and 
more  can  be  easily  preserved  across  the  Web 
thanks  to  Adobe's  Web  publishing  and  printing 
solutions.  So  why  put  up  a  Web  site  that  gets 
lost  in  the  crowd?  To  build  one  that  means 
business,  call  1-800-247-1269  or  visit  our  Web  site 
at  http://www.adobe.com/.  CDE  23601 


be  logo  jnd  other  indicted  Adobe  trademarks  are  the  property  of  Adobe  Systems  Incorporated.  All  other  marks  are  the  properly  of  their  respective  company  ©1996  Adobe 
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Incurporjlcd.  All  rights 


Coke's  directors  get  paid  in  cash  and  are  lavished  with 
benefits-just  the  sort  of  goodies  that  promote  passivity 


which  chief  executives  have  faced  particularly  harsh  criticism 
in  recent  months  for  what  some  regard  as  major  strategic- 
blunders.  These  include  AT&T  and  Quaker  Oats,  at&t's  board, 
moreover,  has  been  attacked  for  allowing  Chairman  and  ceo 
Robert  E.  Allen  to  control  the  recent  search  for  his  successor. 
It  doesn't  help  that  six  of  at&t's  nine  outside  board  members 
appear  overextended,  serving  on  four  to  eight  boards  each. 
Five  of  them  own  less  than  $100,000  in  AT&T  stock.  And  the 
board  is  without  a  single  independent  director  with  experience 
in  high  technology,  a  shocking  omission  for  a  global  telecom- 
munications giant. 

The  study  turned  up  some 
anomalies.  A  few  of  the  nation's 
top-perfoiTning  companies,  for  ex- 
ample, garner  impressive  scores 
from  investors  in  the  survey  but 
do  less  well  when  their  boards 
are  examined  against  the  gover- 
nance guidelines.  And  some  com- 
panies \iewed  as  laggards  by  the 
funds  and  experts  do  surprisingly 
well  in  the  boardroom  analysis. 

Why  the  discrepancies?  In 
some  cases,  directors  under 
duress  experience  a  sort  of  fox- 
hole conversion.  Boards  at  some 
companies  in  difficulty  have  been 
among  the  first  to  embrace  many 
of  the  governance  principles  now- 
emerging  as  standards  from  such 
groups  as  the  NACD  (page  100). 
Westinghouse  Electric  Corp.  is  a 
good  example.  Years  of  lackluster 
performance  caused  the  board  to 
review  its  governance  policies 
and  issue  a  set  of  guidelines  for 
the  board  in  1994.  Westinghouse 
has  since  begun  regular  self-eval- 
uations of  the  board  and  ditched 
director  pensions — a  perk  be- 
lieved to  undermine  indepen- 
dence. But  there's  still  no  sign  of 
a  turnaround  at  the  company. 

At  the  opposite  extreme,  it 
may  be  possible  for  a  company 
to  perform  wrell  even  if  it  has  a 

board  that  doesn't  appear  to  measure  up.  Consider  Coca- 
Cola  Co.,  one  of  the  world's  most  rewarding  investments. 
Impressed  with  Coke's  stellar  returns,  money  managers 
ranked  its  board  as  the  most  effective  after  Campbell  Soup's 
and  General  Electrics.  But  Coke  also  got  the  lowest  score  of 
any  of  the  top  25  when  business  week  measured  howr  well  its 

board  adhered  to  gov- 
ernance guidelines. 

Surprisingly,  for  ex- 
ample, Coca-Cola's  13- 
person  board  lacks  a  single  outside  director  with  experience 
in  consumer  marketing.  Five  of  Coca-Cola's  directors  serve  on 
five  or  more  boards  each,  including  ceo  Roberto  C.  Goizueta, 
who  sits  on  seven.  Two  directors  missed  over  30%  of  board 
meetings  last  year.  At  least  three  directors  are  execs  at 
companies  to  which  Coca-Cola  pays  consulting,  leasing,  or 
bank-lending  fees.  Coca-Cola  discloses,  for  example,  that  it 


paid  SunTrust  Banks  Inc.  more  than  $800,000  in  leasing  an 
credit  fees  last  year.  SunTrust  Chairman  and  ceo  James  1 
Williams  sits  on  Coca-Cola's  board,  and  Goizueta  is  a  directo 
on  Williams'  SunTrust  board. 

Moreover,  Coca-Cola  pays  directors  entirely  in  cash,  nc 
stock,  and  lavishes  on  them  retirement  benefits,  health  an: 
dental  coverage,  and  life  insurance — the  sort  of  golden  gooc. 
ies  that  some  believe  promote  board  passivity  and  a  pro-mai; 
agement  bias.  Directors  also  fail  to  stand  for  election  ever 
year,  making  it  harder  for  shareholders  to  express  dissatii 


^^^^ 

- 
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SHARED  RISK 


To  guarantee  that  directors' 
interests  align  with  those  of  shareholders,  their  pay 
should  be  in  company  stock,  and  they  should  be 
required  to  own  at  least  $100,000  worth  of  it 

faction  with  them.  While  none  of  these  policies  is  clear  evi 
dence  of  a  weak  board,  neither  are  they  the  attributes  of 
top-quality,  highly  independent  panel  accountable  to  share 
holders.  Still,  no  one  can  argue  with  Coke's  performance. 

The  board  of  NationsBank  Corp..  nominated  by  some  fond 
as  among  the  best,  also  failed  to  hold  up  to  scrutiny.  Not  onh 
is  it  oversized,  with  20  members,  but  it  is  also  among  th 
most  clubby  and  incestuous.  Five  NationsBank  director: 
serve  on  the  board  of  Bassett  Furniture  Industries  Inc.  An 
other  five  are  directors  of  Sonoco  Products  Co.  Three  mor< 
serve  on  the  board  of  Ruddick  Corp..  a  diversified  holdinj 
company  in  Charlotte,  N.  C. 

Eight  of  the  company's  outside  directors  who  are  fulh 
employed  elsewhere  also  serve  on  three  or  more  other  boards 
stretching  their  time  commitments.  NationsBank  Chairmai 
Hugh  L.  McColl  Jr.  is  a  director  on  five  outside  boards.  Tht 
chairmen  of  four  of  those  companies  sit  on  McColl's  board,  tht 


92 


>JESS  WEEK  /  NOVEMBER  25,  1996 


"Evolution  has  helped  species  of  all  shapes  and 
sizes  advance.  Thanks  to  SAP,  we're  one  of  them/' 


Companies,  just  like  animals, 
need  to  adapt  to  face  then- 
challenges.  Because  we're  a 
nonprofit  organization  relying 
on  our  own  operating  revenue 
for  funding,  we  had  to  find 
a  way  to  get  more  from  our 
information. 

As  we  searched  for  an  afford 
able  ERP  package,  we  knew  that  even 
if  we  weren't  the  biggest  of  our  species, 
the  business  processes  we  face  could  be 
as  wild  and  untamed  as  any  Fortune 
500  company's. 

We  were  surprised  to  learn  that  29% 
of  SAP's  customers  were  medium-sized 
companies,  with  annual  revenues  under 
$200  million.  And  since  SAP  now  runs 
on  an  AS/400  platform,  we  decided  to 
give  it  a  go. 

After  just  six  months  of  implementation 
we  were  able  to  identify  and  eliminate 


— Steve  Rees 
Systems  Manager 
Taronga  Park  Zoo 
Sydney,  Australia 


duplicate  processes  from 
purchasing  procedures,  saving 
over  $60,0(10  on  the 
purchasing,  freight  and 
cold  storage  of  the  fish 
/.,  we  feed  our  animals 

And  that  s  not  just 
a  one-time  highlight.  From 
human  resources  to  inventory 
to  visitor  services,  we're 
communicating  better  and 
working  more  efficiently. 
With  SAP,  we're  getting 
a  better  return  on  our 
information.  And  the  way 
our  company  has  evolved 
would  make  even  1  )arwin  proud. 


To  find  out  how  SAP  software  is  helping  more  than  6,000  businesses  do  business  better, 

call  1-800-283-1SAP,  or  visit  us  at  http://www.sap.com. 

A  Ek  tici  Return  On  Information!" 


mr 


All  SAP  references  herein  are  the  registered  or  unregistered  trademarks  of  SAP  AC,  All  other  products  or  companies  mentioned  in  this  advertisement 
may  be  the  registered  or  unregistered  trademarks  of  their  respective  companies  and  are  hereby  acknowledged.  ©  19*>6  SAP  America.  Inc. 
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most  interlocking  directorships  of  any  major  company  studied. 

Two  directors — Delta  Air  Lines  Inc.  ceo  Ronald  W.  Allen 
and  Slane  Hosiery  Mills  Inc.  President  John  C.  Slane — failed 
to  show  up  at  over  25%  of  the  board's  meetings  last  year. 
Five  directors  fail  to  own  at  least  $100,000  in  company  stock. 
What's  more,  five  of  the  company's  outside  directors  are  top 
executives  or  owners  of  companies  that  do  business  with 
McColl's  bank.  One  example:  NationsBank  paid  $15  million  in 

rent  last  year  to  a 
joint-venture  partner- 
ship managed  by  a 
company  in  which  Di- 
rector Thomas  G.  Cousins  is  chairman  and  ceo.  These  busi- 
ness dealings  are  fully  disclosed  by  NationsBank,  which  main- 
tains that  its  lease  payments  are  no  more  or  less  favorable 
than  what  it  would  pay  an  unaffiliated  firm.  Still,  the  board 
clearly  flunks  business  week  tests  of  accountability,  quality, 
and  independence. 

A  small  but  growing  minority  of  boards  today — especially 
those    among  the 

BUSINESS  WEEK 

best — have  become 
far  more  responsive 
to  shareholder  con- 
cerns. "The  message 
of  enhancing  share- 
holder value  is  now 
part  of  most  board- 
room conversations 
these  days,"  says 
John  B.  Neff,  a  di- 
rector at  Chrysler 
Corp.  who  managed 
the  $15  billion  Wind- 
sor Fund  for  many 
years.  "Chief  execu- 
tives know  that  if 
they  don't  do  the 
job,  they  may  well 
find  shareholders 
knocking  at  their 
door." 

Some  boards 
aren't  waiting  for 
their  big  investors 
to  come  knocking. 
At  Avon  Products 
Inc.,  for  example,  in- 
dividual directors 
and  top  executives 
regularly  meet  with 
big  shareowners. 
During  a  recent  gov- 
ernance review, 
Chrysler  directors 
met  with  40  of  the 

auto  maker's  institutional  shareholders.  Senior  managers 
were  present  at  the  beginning  of  many  of  these  sessions,  but 
then  excused  themselves  so  shareholders  could  have  a  frank 
discussion  of  governance  issues  with  directors.  "With  few  ex- 
ceptions, corporate  boards  are  much  more  responsive  to  our 
concerns  today  than  even  three  years  ago,"  says  Kurt  N. 
Schacht,  general  counsel  for  Wisconsin's  Investment  Board. 

And  boards  are  doing  more  than  just  hand-holding.  After 
Chrysler's  meetings  with  shareholders,  for  example,  the  com- 
pany ditched  its  pensions  for  directors,  imposed  a  minimum 
ownership  requirement  of  5,000  shares  for  directors,  and  be- 
gan to  pay  board  members  their  fees  in  stock.  Since  its  start 
in  1982,  Compaq  Computer  Corp.,  another  governance  leader 
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and  No.  4  on  the  business  week  list,  has  boasted  a  nonexlsl 
utive  chairman  in  venture  capitalist  Ben  Rosen,  banned  01- 
sultants  who  draw  fees  from  the  company  as  directors,  ad 
conducted  regular  reviews  of  board  and  individual  direcif 
performance. 

No  company  has  gone  further  than  Campbell  Soup,  wk|j 
was  once  under  duress  from  shareholders  for  being  a  la<- 
luster,  family-dominanted  sleeper.  It  took  an  early  lead  in  g<- 
ernance  by  publishing  progressive  guidelines  for  its  board  \ 
1992,  two  years  after  gaining  a  new  outside  ceo  in  David  I 
Johnson.  Unlike  so  many  toothless  corporate  feel-good  stain 
ments,  Campbell's  governance  standards  are  tough,  speci 
rules  designed  to  assure  that  the  board  is  a  vital  player  [ 
company  affairs.  "There  are  a  number  of  companies  th 
have  established  boardroom  principles  but  have  not  acti 
on  them,"  says  Dennis  C.  Carney,  a  managing  director  I 
SpencerStuart  and  a  governance  expert.  "Campbell  has  fl 
lowed  its  governance  policies  to  the  letter." 

Among  other  things,  those  progressive  guidelines  requty 

the  board  to  eval* 
ate  the  performanr 
of  Johnson  at  leal 
annually  in  meetin* 
of  independent  direl 
tors  without  the  ce! 
They  require  tm 
board  to  annually  rl! 
view  and  approve 
Campbell's  threA 
year  strategic  plal 
and  one-year  operai 
ing  goals.  The  ralc-I 
ban  interlocking  dl 
rectorships,  bar  foil 
mer  Campbell  execil 
fives  from  beinj 
directors,  and  prql 
hibit  board  member! 
70  years  of  age  ol 
older.  Moreover,  di| 
rectors  are  require* 
to  own  3,000  share 
of  company  stoc] 
within  three  years  o 
arriving  on  thi 
board.  Campbell': 
ceo  is  allowed  onh 
two  outside  boarc 
seats.  (Johnson  ha: 
one,  at  Colgate-Pal 
molive  Co.) 

The  rales  also  im 
pose  annual  self-eval 
nations  of  the  effec 
tiveness  of  the  boarc 
and  its  committees.) 
Even  more  surprising,  Campbell  requires  that  the  results  of 
these  assessments  be  publicly  disclosed.  Why  would  any 
company  want  to  display  its  board's  dirty  laundry  for  out- 
siders to  see?  "Sunlight  is  the  best  disinfectant,"  declares 
Johnson,  quoting  Justice  Louis  D.  Brandeis. 

Boards  at  many  companies  now  claim  they  evaluate  their  own 
performance.  More  often  than  not,  these  evaluations  yield  little 
substance  and  even  less  followup.  Concedes  an  ex-  CEO  and  di- 
rector on  several  top  boards:  "I've  been  in  two  situations  where 
the  board  invited  comments  from  directors.  Only  2  of  14  people 
handed  in  something,  and  it  was  so  bland,  it  was  not  helpful." 

That  wasn't  true  at  Campbell.  After  its  1995  self-evaluation, 
for  example,  the  board  decided  that  it  wasn't  devoting  enough 


Directors  should  face 
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1997  Lincoln  Mark  Vffl  $37950 


Lincoln  Mark  VIII      Cadillac  Eldorado 


4bL  DOHC  InTech' 1  V-8 

4  6L  DOHC  Northstar  V-8 

Horse-power  @  RPM 

280  «  5500 

275  S'  4250 

Torque  9  RPM 

285  <?  4500 

W0  a  4400 

100.000-mile  Scheduled  Tune-up  Interval' 

STANDARD 

STANDARD 

Ann-lock  Brakes  (ABSI 

STANDARD 

STANDARD 

All-Speed  Traction  Control 

STANDARD 

STANDARD 

Auto  Load-leveling  Suspension 

STANDARD 

STANDARD 

Thett-deletTent  Coded  Ignition  Key 

STANDARD 

STANDARD 

Power  Driver/Front  Passenger  Seats 

STANDARD 

STANDARD 

Remote  Keyless  Entry  System 

STANDARD 

STANDARD 

Solar  Tint  Glass 

STANDARD 

STANDARD 

Automatic  On/Off  Headlamps 

STANDARD 

STANDARD 

Dual  Power  Heated  Outside  Mirrors 

STANDARD 

STANDARD 

Auio-dimming  Inside  Mirror 

STANDARD 

STANDARD 

Dual  Power  Front  Seal  Reclmers 

STANDARD 

STANDARD 

Dual  Illuminated  Visor  Mirrors 

STANDARD 

STANDARD 

Wiper-activated  Headlamps 

STANDARD 

STANDARD 

Automatic  Parking  Brake  Release 

STANDARD 

STANDARD 

Power  Tilt-telescoping  Steering  Wheel 

STANDARD 

Leather  Seating  Surfaces 

STANDARD 

Anti-theft  Alarm  System 

STANDARD 

Auto-dimming  Dnver-side  Mirror 

STANDARD 

Center  Console 

STANDARD 

Driver/Passenger  Power  Lumbar  Support 

STANDARD 

Driver/Passenger  Autoglide  Seats 

STANDARD 

Memory  Driver  Scat 

STANDARD 

Memory  Sideview  Mirrors 

STANDARD 

Computer -managed  Air  Suspension 

STANDARD 

Tiemium  Audio  System 

STANDARD 

in-dash  CD  Player 

STANDARD 

10-funclion  Memory-  Prohle  System 

STANDARD 

Luminarc'1'  High  Intensity  Discharge  Headlamps 

STANDARD 

Full-width  Neon-lighted  Rear  Taillamp  Applique 

STANDARD 

Electronic  Compass 

STANDARD 

Outside  Minors  .v'Securnv  Lamps  and  Turn  Signal  Indna 

tors  STANDARD 

Reverse  Tilt-down  Outside  Mirrors 

STANDARD 

Speed-dependent  Ride  Height  Adlustet 

M  \M  i.AKI  > 

Concealed  Radio  Antenna 

STANDARD 

Overdrive  Lockout 

STANDARD 

Illuminated  Inn  noi  1  looi  liandl,  - 

STANDARD 

Manufacturer's  Suggested  Retail  Pnce 

$37,950 

$38,660 

Equipment  Standard  on  Lincoln  Mark  VIII  and 

Full  Center  Console 

Optional  on  Cadillac  Eldorado 

Leather  Seating  Surfaces 
Electronic  Compass 
Antithcrl  Alarm 
Auio-dimming  Driver-side  Mirror 
Dnvcr'Passenger  Power  Lumbal 
Universal  Gatage  Door  Opener 
Memory  Features 
Electrochromic  Mirrors 

Options  Pnr- 

$2,162 

Manufacturers  Suggested  Retail  Pnce. 
Comparably  Equipped 

$37,950 

$40,822 

Buy  a  Lincoln  Mark  VIII  and  Save 

$2,872 
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"Ct  'input  cru  \  >r/d'.< 
vendor  confidence  jurvey  jhouv 
greater  customer  oatLffoction  with 
>Lom  product,'  and  services  than 
with  an\/  ol  their  competitor,'. 


Please  call  us  and  we'll  gladly 
provide  you  with  reprints  ot  the 
article  which  quantifies  the 
advantages  o\  3Com  networks,  or 
you  may  access  the  inlormation 
directlv  on  our  website. 


3Com 

Cabletron 

Bay  Networks 


Where  should  your  enterprise 
communications  strategy  begin: 


or 


By  knowing  networks  from  the  ground  up, 
3Com  id  delivering  solutions  for  the  real  world. 


Precious  few  companies  have  mastered  advanced  computer  networking.  And  of  those, 
only  one  began  where  the  rubber,  as  they  say,  meets  the  road:  at  the  user  level.  In  fact, 
3Com  has  connected  more  than  H'2  million  users  to  networks  around  the  world. 

Knowing  how  networks  work  at  every  level  compels  3Com  to  develop  more  than  the 
big  switches  and  routers  used  to  run  Fortune  500  global  systems.  3Com  network  solutions 
deliver  the  consistent  application  response  time  critical  to  businesses  ol  today  like  banks, 
healthcare  providers  and,  not  surprisingly,  other  major  technology  companies.  If  you  are 
among  these  companies,  contact  3Com.  With  a  stellar  reputation*  for  reliability,  value, 

follow-through,  and  solutions  that  are  easily  implemented, 
3Com  can  undoubtedly  put  your  network  on  a  solid  tooting. 


800  NET-3Com 

(option  4) 


www.3com.com/earth 


time  to  long-range  strategic- 
planning;  that  some  col- 
leagues didn't  speak  up 
enough  in  meetings;  that  the 
quality  of  some  committee 
reports  needed  upgrading; 
and  that  the  company  had 
to  spend  more  time  broad- 
ening and  diversifying  the 
skills  of  directors. 

The  company  quickly  re- 
sponded. It  beefed  up  the 
frequency  and  length  of  ses- 
sions devoted  to  strategy  be- 
gan to  rotate  directors  on 

the  committees  to  broaden  their  skills,  launched  orientation 
sessions  for  each  new  committee  member,  and  upgraded  the 
quality  and  substance  of  committee  reports.  The  board  also 
drafted  a  list  of  explicit  director  requirements,  calling  for  "active, 
objective,  and  constructive  participation"  at  meetings.  "The  im- 
pact of  putting  that  down  on  paper  was  enormous,"  says  John  M. 
Coleman,  Campbell's  senior  vice-president  for  law,  who  attends 


SELF-EXAMINATION 


Directors  should  make  annual, 
written,  anonymous  assessments! 
of  the  board's  performance  and 
that  of  individual  directors.  A 
governance  committee  of  outsidd 
directors  should  evaluate  them 


all  board  meetings.  "It  changed  the  dialogue  in  the  boardroom.)* 
As  more  boards  examine  the  best  practices  of  such  goveij 
nance  leaders  as  Campbell  Soup,  Compaq,  and  Chrysler,  thjj 
dialogue  among  directors  in  the  boardroom  will  become  mor^ 
involved  and  animated.  No  one — especially  not  a  ceo  i| 
search  of  better  performance —  could  argue  with  that. 

With  Richard  A.  Melcher  in  Chicago 


HOW  WE  SCORED  THE  HOARDS 
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leasuring  the  effectiveness  of  a 
company's  board  of  directors  is 
I  no  easy  task.  The  practice  of 
corporate  governance  inside  board- 
rooms is  a  closely  guarded  and  clan- 
destine activity  known  only  to  the  di- 
rectors who  sit  around  the  table. 

So  how  do  you  judge  the  effective- 
ness of  a  board?  In  its  first  ranking 
of  corporate  governance,  business 
week  chose  to  gather  the  views  of 
the  nation's  largest  pension  funds 
and  money  managers  as  well  as  ex- 
perts in  the  field  of  governance. 
Then,  we  measured  each  board's  in- 
dependence, quality,  and  accountabili- 
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ty  to  shareholders  by  studying  its 
composition,  directors'  attendance 
records,  compensation  plans,  and  oth- 
er criteria. 

■  BOARD  PERFORMANCE  POLL.  We 

mailed  a  questionnaire  to  200  of  the 
largest  corporate,  public,  and  union 
pension  funds,  and  65  of  the  largest 
money-management  firms.  In  addi- 
tion, 30  experts  in  the  field  of  corpo- 
rate governance,  including  academics, 
attorneys,  and  activists,  were  polled. 
Of  the  295  surveys  sent  out,  61  were 
answered,  a  response  rate  of  21%. 
The  responding  money  managers  and 
funds  currently  manage  $1.64  trillion 
in  equity  assets. 

Those  surveyed  were  asked  to 
identify  public  corporations  with  the 
most  and  least  effective  boards  of  di- 


rectors. The  company  cited  most  of- 
ten for  having  an  effective  board  got 
25  points;  the  company  most  cited 
for  an  ineffective  board  got  -25. 
Then,  respondents  were  asked  to 
grade  the  boards  on  a  scale  of  0 
(poor)  to  10  (excellent)  in  four  cate- 
gories: accountability  to  shareholders, 
quality  of  the  directors,  indepen- 
dence, and  corporate  performance. 
■  GOVERNANCE  GUIDELINE  ANALYSIS. 
The  212  companies  singled  out  as 
having  either  the  most  or  least  effec- 
tive boards  were  then  subjected  to 
another  round  of  scrutiny,  business 
week  measured  their  boards  against 
a  set  of  guidelines  or  best  practices 
articulated  by  corporate-governance 
experts.  For  boardroom  data,  we  ex- 
amined the  companies'  latest  proxy 
statements.  Points  were  awarded  to 
boards  that  met  the  criteria.  Points 
were  subtraeed  when  the  boards  or 
individual  directors  fell  significantly 
below  the  standards. 

To  judge  independence,  a  board 
scored  points  if  it  has  no  more  than 
two  inside  directors,  no  insiders  on 
the  board's  audit,  nominating,  and 
compensation  committees,  no  outside 
directors  who  directly  or  indirectly 
draw  consulting,  legal,  or  other  fees 
from  the  company,  and  no  interlock- 
ing directorships  (ceos  who  sit  on 
each  other's  boards). 

To  assess  accountability  to  share- 
holders, a  company  scored  points 
when  all  of  its  directors  own  a  mini- 
mum of  $100,000  in  stock  to  better 
align  their  interests  with  those  of  in- 


vestors. More  points  were  awarded  if 
a  company  does  not  offer  pensions  to 
its  directors — a  benefit  many  believe 
makes  a  director  less  likely  to  chal- 
lenge the  ceo — and  if  the  board 
stands  for  election  every  year. 

To  measure  director  quality,  a 
company  was  awarded  points  if  its 
fully  employed  directors  sit  on  no 
more  than  three  boards  and  its  re- 
tired directors  serve  on  no  more 
than  six.  More  points  were  awarded 
if  a  board  had  at  least  one  outside 
director  with  experience  in  the  com- 
pany's core  business  and  if  all  the  di- 
rectors attended  75%  or  more  of 
their  meetings.  Five  bonus  points 
were  awarded  if  a  board  has  its  own 
governance  committee  that  regularly 
evaluates  board  performance. 
■  COMPOSITE  RANKING.  To  produce 
an  overall  ranking,  the  raw  scores 
from  both  the  survey  and  the  board 
analysis  were  combined.  A  maximum 
of  100  points  could  be  scored,  half 
based  on  the  poll  results  and  half  on 
the  analysis  of  proxy  data. 

Campbell  Soup  Co.'s  board,  for  ex- 
ample, topped  the  best  list  by  rack- 
ing up  97.8  points.  The  company  aced 
the  analysis  portion  of  the  ranking  to 
gain  50  points.  It  also  won  47.8 
points  from  the  survey  portion  by 
being  singled  out  as  having  the  best 
board  by  more  respondents  than  any 
other  company — which  accounted  for 
half  of  the  survey  weight — and  by 
earning  among  the  highest  scores  in 
accountability,  quality,  independence, 
and  corporate  performance. 
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The  power  of 
sector  funds 


The  power  of 
Fidelity  Selects 


Fidelity  Selects,  you  pick  the  industry 
and  our  expert  stock  pickers  take  it  from 
there-singling  out  the  most  promising 
opportunities  both  here  and  abroad.1 

A  little  of  Fidelity  Selects  is  all  it  takes  to  give 
your  portfolio  a  charge:  consider  limiting  them 
to  no  more  than  10%  of  your  stock  fund  holdings. 
That's  because  Fidelity  Selects  can  move  up 
quickly  and,  conversely,  fall  just  as  fast. 

Remember  that  past  performance  is  no  guarantee 
of  future  results,  and  you  may  have  a  gain  or  loss 
when  you  sell  your  shares.  Discover  for  yourself 
the  power  of  Fidelity  Selects.  Ask  for  your  free 


Select  Account  Kit.  Call  us  today. 


It's  time 


Fidelity 
Investments® 


FIDELITY  SELECT  PORTFOLIOS 


AVERAGE  ANNUAL  RETURNS" 


CONSUMER 

Fund 

Fund 
inception 

1  YR 

5  YR 

Ufe  of 

FUNDt 

Consumer  Industries 

6-29-90 

1  6.2B% 

1  4.00% 

1  4.B6% 

Food  &  Agriculture 

7  29-85 

9.69 

1  3.82 

1  7.00* 

Leisure 

5-0B-B4 

1  0.54 

1  8.43 

1  4.46* 

Multimedia 

6-3D-B6 

1  .B6 

21.10 

1  7.50* 

Retailing 

12-16-B5 

1  9.64 

1  3.93 

1  7.27' 

CYCLICALS 

Air  Transportation 

12-16-85 

-9.11  :'  . 

1  0.90% 

9.01%* 

Automotive 

6-30-86 

5.88 

1  6.07 

1  3.60* 

Chemicals 

7-29-85 

1  6.87 

16.1  2 

1  6.23* 

Construction 
and  Housing 

9-29-86 

1  9.65 

1  4.70 

1  3.07* 

Environmental 
Services 

6-29-B9 

6.35 

4.32 

5.94 

Industrial  Equipment 

9-29-86 

1  5.35 

1  9.26 

1  1  .7B* 

Industrial  Materials 

9  29-86 

4.B7 

1  4.25 

11.19* 

Paper  and 
Foresi  Products 

6-3D-B6 

0.4B 

1  4.89 

1  D.69* 

Transportation 

9-29-B6 

2.51 

1  7. OB 

1  3.40* 

FINANCIAL  SERVICES 

Brokerage  & 
Investment  Mgmt. 

7-29-B5 

9.23",. 

1  7.46% 

9.49%* 

Financial  Services 

12-1  D-Sl 

19.15 

24.22 

1  3.88* 

Home  Finance 

12-1  6-B5 

22.96 

32.26 

20.67* 

Insurance 

12-1  6-B5 

1  3.23 

1  6.34 

1  2.30* 

Regional  Banks 

6-3Q-B6 

23. BO 

25. 9B 

1  9.06* 

TECHNOLOGY 

Computers 

7-29-S5 

-4. 1  2% 

26.45% 

1  7.70%* 

Defense  &  Aerospace 

5-0B-84 

21  .78 

1  9.35 

B.99* 

Developing 
Communications 

6-29-90 

-2.63 

21.10 

21 .82 

Electronics 

7-29-85 

5.02 

34.31 

1  7.72* 

Software  and 

c  impute  r  sep  .  ices 

7-29-B5 

1  2.77 

25.97 

20.24* 

Technology 

7-14-81 

-4.B6 

21.17 

1  5.94* 

Telecommunications 

7-29-85 

0.28 

1  7.30 

1  7.96* 

ENERGY,  UTILITIES,  AND 
NATURAL  RESOURCES 

American  Gold 

12-1  6-85 

23.57 

1  6.66% 

9. 1  1  %* 

Energy 

7-14-81 

28.  1  7 

9.97 

1  0.60* 

Energy  Service 

12-1  6-85 

32.72 

1  3.51 

9.1  3* 

Natural  Gas 

4-21-93 

27.03 

N/A 

8.B7 

Precious  metals 
&  Minerals 

7-14-B1 

5.08 

1  2.62 

6.80* 

Utilities  Growth 

12-10-81 

5.96 

1  0.24 

1  0.6B* 

HEALTH  CARE 

Biotechnology 

12-1  6-85 

1  0.85% 

5.72% 

1  6.24%* 

Health  Care 

7-14-81 

1  7.77 

1  3.89 

19.55* 

Medical  Deliver  . 

6-30-86 

1  8  34 

1  2.B2 

1  7.36* 

*  10-Year  Average  Annual  total  Return. 

tLiFE  of  Fund  Return  as  of  Fund  Inception  Date. 

TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.-9  p.m.  ET. 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'Foreign  investments,  especially  those  in  emerging  markets,  involve  greater  risks  than  U.S.  investments.    -'Average  annual  total  returns  for  the  periods  ending  9/30/%  are 
historical  and  include  change  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  the  hinds'  3%  sales  charge.  Each  portfolio  has  an  exchange  fee 
of  $7. SO  and  a  redemption  fee  of  up  to  S"  SO  if  the  shares  are  held  30  days  or  longer,  or  0.75%  of  the  amount  redeemed  if  the  shares  are  held  less  than  30  days.  Returns 
would  have  been  lower  had  the  effect  of  these  fees  been  laken  into  account.  Share  prices  and  returns  will  vary.  If  Fidelity  had  not  reimbursed  certain  expenses  for  some 
of  the  hinds  during  the  periods  shown,  those  funds'  returns  would  have  been  lower.    Fidelity  Distributors  Corporation. 
2d/20753001 


1-800-544-0003        24  hours  a  day  http://www.fid-inv.com 
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UOTFN  IIP- 

LIV1L11  HI  I  The  National 

Association  of  Corporate  Directors'  new 
guidelines  won't  tolerate  inattentive,  passive, 
uninformed  board  members 


Only  a  year  ago,  Donald  S.  Perkins  was  being  feted  as 
director  of  the  year  by  the  National  Association  of 
Corporate  Directors  at  a  lavish  dinner  in  Washington, 
D.  C.  The  former  chief  executive  of  the  supermarket 
chain  Jewel  Cos.  and  member  of  nearly  a  dozen  different 
boards  had  been  honored  as  the  director  who  had  done  the 
most  to  advance  and  strengthen  the  principles  of  good  cor- 
porate governance. 

Now,  the  same  organiza- 
tion that  awarded  him  a 
trophy  is  effectively  saying 
that  Perkins  fails  to  meet 
the  new  standards  of  pro- 
fessionalism in  the  board- 
room. A  special  panel  of  30 
governance  experts  con- 
vened by  the  association  is- 
sued a  sheaf  of  guidelines 
on  Nov.  12  that  are  likely 
to  dramatically  alter  the 
composition  of  Corporate 
America's  boards.  Among 
other  things,  the  influential 
gruup  recummcnds  that  se- 
nior executives  serve  on  no 
more  than  one  or  two 
boards  besides  their  own 
and  that  retired  execs  such 
as  Perkins  hold  no  more 
than  five  or  six  public-com- 
pany directorships.  The 
nacd's  recommendations, 
which  often  form  the  basis 
for  shareholder  resolutions 
at  many  major  companies, 
should  have  a  big  impact. 
The  group's  report  last  year 
on  director  compensation 
led  well  over  100  companies 
to  begin  paying  directors  in 
stock  and  to  eliminate  their 
pensions. 

Perkins,  69,  who  says  he 
has  missed  just  two  out  of 


150  board  and  committee  meetings  so  far  this  year,  \aug. 
aloud  at  the  obvious  irony.  "I  shake  my  head  when  people  sa 
you  shouldn't  serve  on  so  many  boards,"  he  says.  "There  is  nj 
substitute  for  having  experience  doing  this." 

Experience,  however,  may  no  longer  be  enough.  As  inst 
tutional  investors  demand  more  than  quiet  oversight  fror 
boards,  a  new  set  of  expectations  is  emerging  for  director: 
along  with  demands  for  a  new  breed  of  activist  in  the  boan 
room.  "It  is  no  longer  enough  for  boards  to  be  passive  ai 

visers  and  questioners,"  says  Ir 
M.  Millstein,  senior  partner 
Weil,  Gotshal  &  Manges  and 
governance  maven.  "Boards  mus 
also  be  active  participants  an< 
decision  makers." 

The  rising  expectations  mea: 
that  a  seat  in  the  boardroom 
require  much  more  time  an< 
commitment.  It's  one  reason  Gen  t 
eral  Electric  Co.  Chairman  Johi  | 
F.  Welch  refuses  all  invitation  | 
to  sit  on  other  company  board, 
and  insists  that  all  of  his  senio 
executives  do  the  same.  He's  no 

  alone.  The  chief  executives  a 

Eastman  Kodak,  Intel,  and  Walt  Disney  all  sit  on  only  on 
board:  their  own 

KNOWLEDGE.  Moreover,  fellow  directors  are  going  to  be  fa: 
less  tolerant  of  inattentive  colleagues  who  come  to  meeting: 
without  solid  preparation,  without  fully  understanding  the  in 
tricacies  of  the  company's  business,  or  even  without  the  sim 


pie  ability  to  read  a  balance  sheet.  Indeed,  perhaps  the  mosj 


leai 

wii 


Overextended  Chieftains? 

Bosses  who  sit  on  more  than  the  recommended  two  or  three  boards 


AMONG  DIRECTORSHIPS 

Coca-Cola  Enterprises,  Equifax,  Springs  Industries,  Kroger 

RJR  Nabisco,  Burlington  Industries,  Media  General,  BellSouth,  USAir 

Eastman  Kodak,  Ford  Motor,  Sonat,  SunTrust  Banks 

Bank  of  Boston,  Massachusetts  Mutual  Life,  Raytheon,  Polaroid 

CSX,  Jefferson-Pilot,  Ruddick,  Sonoco 

AlliedSignal,  Bristol-Myers  Squibb,  Chase  Manhattan,  General  Electric 
Abbott  Labs,  Corning,  Northern  Trust,  Prime  Capital 

DATA.  COMPANY  REPORTS 


EXECUTIVE 

COMPANY 

BOARD 
SEATS 

JOHN  L.  CLENDENIN 

BellSouth 

9 

JOHN  G.  MEDLIN  JR. 

Wachovia 

~8 

ROBERTO  C.  GOIZUETA 

Coca-Cola 

7 

ALFRED  M.  ZEIEN 

Gillette 

7 

HUGH  L.  MCCOLL.  JR. 

NationsBank 

6 

ANDREW  C.  SIGLER 

Champion 

5 

william  D.  smithburg  Quaker 

:  5 
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Why  is  Open  Market  the  only  company  that  has  removed  the  obstacles  from  Internet  commerce?  Our  goal 
■rom  day  one  was  to  develop  commerce  software  for  the  internet.  and  unlike  other  companies,  our  software  is 
mailable  today.  in  fact,  some  of  the  world's  most  successful  companies  are  already  using  our  secure,  scalable 

Internet  commerce  solutions 
to  do  business  with  other 
companies  and  consumers. 
With  these  solutions,  larger 
companies  can  manage  not 
only  payment  processing  but 
every  aspect  of  internet 
business  transactions.  and 
smaller  companies  can  reap 
the  benefits  of  internet 
commerce  while  outsourcing 
the  complexity,  allowing  them 
to  focus  on  what  they  do 
best.  In  short,  Open  Market 
fits  your  needs  no  matter 
what  size  you  are. 

to  find  the  fast  track  to 
your  own  Internet  commerce 
solution,  visit  our  website  at 
www.openm  ark  et.com  /hurdles 
or  call  i -888 -open -mkt. 

Open  Market 
l^-S  first  Street 
Cambridge,  MA  02/42 


OPEN 


Hi' ARE  Internet  Commerce. 


"World-class  directors . . .  can  defrock  a  stupid  idea-or, 
more  commonly,  sharpen  or  make  better  a  good  idea" 


Cover  Story 


shocking  element  in  the  new  nacd  report  was  that  the  com- 
mission's  members,  who  included  a  good  number  of  high- 
profile  directors,  felt  the  need  to  stipulate  that  directors 
should  be  "financially  literate."  According  to  the  report,  "di- 
rectors should  know  how  to  read  a  balance  sheet,  an  income 
statement,  and  a  cash  flow  statement,  and  they  should  un- 
derstand the  use  of  financial  ratios  and  other  indices  for 

evaluating  company 
performance."  Imagine 
having  directors  who 
can't  tell  the  differ- 
ence between  return  on  equity  and  return  on  assets. 

Yet  it's  been  even  worse  than  that.  "Look  what  happened 
to  ibm,"  says  John  M.  Nash,  president  of  the  nacd  and  a 
member  of  the  Commission  on  Director  Professionalism. 
"Four  or  five  of  those  directors  didn't  ever  use  a  personal 
computer.  And  at  General  Motors,  the  board  was  in  coiporate 
denial  for  years  as  the  Japan-  mmmmmm'^^^^^^^^^^^^m 
ese  gained  market  share.  The 
expectations  are  changing  be- 
cause the  shareholders  are  de- 
manding more." 

So  are  some  of  the  better 


New  Expectations  for  Directors 

The  National  Associatio  n  of  Corporate  Directors  has  issued 
neir  quiddities  for  etihunciufi  the  professionalism  of  board 
members.  The  key  recommendations  are  that  directors  should: 


mitment  of  time  and  energy  is  necessary,  according  to  goj 
ernance  experts,  to  provide  the  directors  with  a  foundation 
ask  more  challenging  questions  of  the  chief  executive.  " 
great  director  is  a  fantastic  thing  to  have,"  says  John  M.  Coll 
man,  senior  vice-president  for  law  at  Campbell  Soup  Cl 
"World-class  directors  can  ask  questions  in  a  nonoffensivj 
nonleading  way,  and  with  those  questions  they  can  defrock  I 
stupid  idea — or,  more  commonly,  sharpen  or  make  better  j 
good  idea." 

PROACTIVE  STANCE.  Above  all,  governance  experts  say,  stror 
and  well-informed  boards  should  be  involved  with  managJ 
ment  in  the  setting  of  strategy — before  the  fact.  "The  worj 
mistake  boards  make  is  thinking  their  role  is  to  monitq 
management  performance,"  believes  John  A.  Pound,  a  HaJ 
vard  University  professor  and  governance  expert.  "That 
passive  and  backward-looking,  and  it  gives  management  tf 
room  to  hang  itself." 

How  to  more  fully  engag 
directors?  "Board  member 
have  snapshot  views  of  a  cor 
pany  for  four  hours  on 
monthly  basis,"  says  MichaJ 
R.  Bonsignore,  ceo  of  HoneN 


directors.  They  privately  tell    well  Inc.  "So  it's  really  impoi 


stories  of  inattentive  col- 
leagues who  talk  on  cell 
phones  or  work  on  other  busi- 
ness during  the  most  critical 
part  of  board  meetings.  "I've 
seen  directors  come  late  and 
leave  early,"  says  one.  "Or 
they  don't  show  up  at  all." 
STEP  ASIDE.  More  serious 
evaluation  of  directors'  per- 


♦:♦  Become  active  participants  and  decision  makers  in  the 
boardroom,  not  merely  passive  advisers. 

♦:♦  Budget  at  least  four  full  40-hour  weeks  of  service  for  every 
board  on  which  they  serve. 


♦>  Limit  board  memberships.  Senior  executives  should  sit  on  no 
more  than  three  boards,  including  their  own.  Retired  executives 

or  professional  directors  should  serve  on  no  more  than  six.         every  quarter  to  get  direc 

feedback  from  customers  anl 


tant  to  maintain  a  sense 
continuity  in  the  interim  J 
Bonsignore  attempts  to  bridg 
the  time  between  meeting 
with  personal  contact  and  cod 
respondence.  Home  Depot  Inj 
goes  so  far  as  to  require  it] 
directors  to  visit  eight  store 


»>  Consider  limits  on  length  of  service  on  a  board  to  10  to 

15  years  to  allow  room  for  new  directors  with  fresh  ideas.        employees.  Other  compamej 


formance  already  is  leading 

to  something  that  had  been    ---i^"-Z-~.Z"S'"-lZ~'L'-'Jl -"~~™JZJ1'"1JL™1'-'S"™~L —     including  Avon  Products  In 

♦>  Immerse  themselves  in  both  the  company's  business  and  and  Chrysler  Corp.,  are  ha 
its  industry  while  staying  in  touch  with  senior  management 


virtually  unheard  of  before: 
a  director  losing  his  or  her 
job.  A  recent  survey  by 
Korn/Ferry  International  of 
more  than  1,000  directors 
and  chairmen  found  that  54% 


Know  how  to  read  a  balance  sheet  and  an  income 
statement  and  understand  the  use  of  financial  ratios. 


ing  board  members  meet  di 
rectly  with  major  institution^ 
investors. 

That's  a  good  idea  for  twl 
reasons.  First,  directors  arq 


v  Own  a  significant  equity  position  in  the  company. 

of  the  responding  companies     _1__j,_,r  r__i   after  all,  supposed  to  be  th 


recently  asked  a  director  to 
resign,  most  often  because  of 
poor  performance.  Directors 
themselves,  the  survey 
showed,  believed  that  no  one 

should  serve  on  more  than  an  average  of  2.6  boards. 

Being  a  fully  infoiTned  and  active  director  requires  much 
more  than  mere  attendance  at  board  and  committee  meetings. 
It  requires  almost  daily  attention  to  a  company's  business,  in- 
cluding reading  all  the  important  news  about  the  company 
and  its  industry,  from  news  articles  to  analysts'  reports.  It  re- 
quires staying  in  close  touch  with  senior  management,  even 
outside  the  monthly  or  quarterly  board  meetings.  And  it  re- 
quires that  directors  fully  absorb  the  company's  financial 
documents  and  reports — not  perform  a  cursory  review  of 
them  on  an  airplane  flight — in  advance  of  meetings. 

Directors,  say  some  governance  experts,  should  budget  a 
full  day's  preparation  for  every  board  or  committee  meeting. 
If  they  are  chairing  a  committee,  they  may  need  to  spend  two 
or  three  days  preparing  for  the  session.  That  kind  of  com- 


Submit  a  resignation  upon  retirement,  a  change  in  employ 
er,  or  a  change  in  professional  responsibilities. 

DATA:  NATIONAL  ASSOCIATION  OF  CORPORATE  DIRECTORS 


representatives     of  thos 
shareholders.   And  secon 
such  meetings  would  quickl 
expose  the  weak  links  on 
board,  says  John  B.  Neff,  whi 
for  year's  managed  the  Windsor  Fund  and  is  now  a  director 
Chrysler.  Neff  believes  that  board  members  should  meet  a: 
nually  with  then*  company's  10  to  20  largest  shareholders.  "I 
would  take  the  curtain  down  once  a  year,"  he  says.  "Those  e: 
changes  would  drive  away  the  weaker  members  of  th 
board." 

As  a  company's  needs  change,  it  should  also  be  prepared  ti 
recruit  new  directors  with  more  desirable  skills  and  to  ask  foi 
the  resignation  of  directors  with  expertise  it  no  longer  re 
quires.  Motorola  Inc.'s  board,  for  example,  recently  recruiter 
Procter  &  Gamble  Co.  ceo  John  E.  Pepper  as  a  direct  resul 
of  the  tremendous  growth  in  its  cellular-phone  business.  "Ai 
that  business  exploded,  the  company  found  itself  back  in  th 
consumer-product  business,  and  the  board  recognized  it  need 
ed  someone  who  understands  consumer  marketing  and  mas: 
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Pam  Jones  is  a  chemical  engineer, 
mother  of  two,  nature  lover  and 
part  of  a  team  that  pioneered  a 
revolutionary  regeneration  process 
called  Petretec™  It  takes  used 
polyester  plastic,  unzips  the  mole- 
cules and  allows  it  to  be  reused, 
good  as  new.  An  everyday  jar 
can  become  a  videotape,  then  a 
seat  belt,  then  a  designer  shirt. 
"Evergreen  polj^r,"  Pam  says, 
Jhe^fcie  continues  on  and  on.' 


n  this  jar  into  a  designer  shirt. 


Visit  us  at  www.dupont.com 


merchandising,"  says  B.  Kenneth  West,  a  Motorola  director. 

Not  to  be  overlooked  is  the  matter  of  setting  limits  on  how 
many  board  seats  a  director  can  hold — it's  a  start  toward 

achieving  professional- 
ism in  the  boardroom. 
The  NACD  panel  also 
urged  that  corporate 
boards  consider  establishing  limits  on  the  length  of  service  by 
directors  so  that  new  members  can  provide  fresh  ideas  and 
critical  thinking  (table).  It  recommends  that  every  board  es- 
tablish an  independent  committee  of  outside  directors  to 


Cover  Story 


oversee  governance  responsibilities  and  evaluate  the  perfo 
mance  of  directors.  "If  these  changes  occur,"  says  Nas 
"companies  will  be  managed  better,  shareholders  will  be  ha 
pier,  and  directors  will  no  longer  be  maligned  for  not  doi 
their  jobs." 

A  fair  number  of  board  members  are  professional  directors 
one  sense:  Serving  on  a  wide  variety  of  boards  has  become  th 
sole  occupation.  But  in  the  eyes  of  the  NACD  and  of  increasin 
ly  demanding  shareholders,  professional  directors  are  o 
tiling — and  director  professionalism  is  another  thing  altogeth 

By  John  A.  Byrne  in  New  Yo 


COMMENTARY 


By  John  A.  Byrne 


PUTTING  YOUR  MOUTH  WHERE  YOUR  MONEY  IS 


Eveiy  year,  the  $80  billion  New 
York  State  Retirement  Fund 
screens  the  perfoiTnance  of  some 
900  companies  in  which  it  invests. 
Typically,  about  30  laggards  pop  up  on 
the  radar  screen.  This  year's  list  in- 
cludes a&p,  Ann  Taylor  Stores,  Bausch 
&  Lomb,  and  Kmart. 

Then  the  pension  fund  targets  a 
dozen  boards  for  complaint.  Making 
the  list  has  little  to  do  with  gover- 
nance. "It's  all  bottom  line," 
says  Linda  E.  Scott,  director  of 
investor  affairs.  "It's  'How  much 
money  did  you  make  for  us  this 
past  year?'  We're  not  here  to 
make  sure  that  boards  are  com- 
posed of  good  directors.  We're 
here  to  make  sure  boards  make 
money  for  us." 

But  that  is  a  blinkered  view. 
Isn't  it  likely  that  good  direc- 
tors will  increase  the  odds  of 
good  performance?  And  that 
good  directors  will  minimize  the 
chance  of  a  corporate  melt- 
down? You  bet.  A  strong  board 
is  essential  for  anticipating  and 
responding  to  change.  "Compa- 
nies like  Seal's,  General  Motors, 
and  IBM  took  their  preeminence 
for  granted,  sowing  the  seeds  of 
their  downfall,"  says  Nell  Mi- 
now,  a  shareholder  activist  and 
principal  of  the  investment 
group  Lens  Inc.  "Corporate 
governance  reforms  laid  the 
foundation  for  their  recovery." 

Yet  only  a  handful  of  public  pension 
funds  have  become  even  remotely  ac- 
tive in  promoting  the  adoption  of  best 
practices  in  corporate  governance. 
What  about  the  mutual  funds  that 
currently  manage  some  $1.5  trillion  in 
equity?  "Go  to  any  big  mutual  fund, 
and  it's  like  the  dog  that  didn't  bark," 
says  one  prominent  governance  ex- 
pert. "Their  emphasis  has  been  on 


bringing  money  in  the  door.  There  is 
no  recognition  that  being  an  active 
owner  can  benefit  the  funds." 

And  corporate  pension  funds?  It 
may  be  something  of  a  stretch  to  ask 
money  managers  to  pursue  any  kind 
of  controversial  activism.  But  as  clear 
standards  in  governance  emerge,  even 
corporate  funds  should  actively  pro- 
mote them.  The  $1.3  billion  Campbell 
Soup  Co.  pension  fund,  for  example, 


Pension  and  mutual  funds, 
wake  up:  Good  directors  can 
only  benefit  the  bottom  line 


votes  on  proxy  issues  in  accordance 
with  its  company's  owti  progressive 
governance  principles. 

Similarly,  public  pension  funds 
should  closely  watch  what's  going  on 
at  tiaa-cref,  the  country's  largest 
pension  fund.  As  the  owner  of  more 
than  Y7(  of  Corporate  America,  it  has 
begun  to  recognize  the  responsibility 
it  has  to  urge  good  governance  on  the 
companies  in  its  portfolio.  TIAA-CREF 


prods  them  to  create  independent 
boards,  to  adopt  rules  to  strengthen 
director  involvement,  and  to  encour- 
age tougher  evaluation  practices. 
CRONIES.  Unlike  the  New  York  Re- 
tirement Fund,  tiaa-cref  isn't  hom- 
ing in  on  perfoiTnance  laggards.  In- 
stead, it  monitors  25  governance 
issues — from  board  independence  and 
diversity  to  the  ages  of  directors  and 
their  potential  conflicts  of  interest — at 
the  1,500  companies  that  make 
up  its  $92  billion  equity  invest- 
ment. Companies  that  fall  short 
under  a  point  system  devised 
by  the  fund  will  get  visits — re- 
gardless of  market  perfor- 
mance. B.  Kenneth  West,  for- 
mer chairman  of  Harris  Trust 
&  Savings  Bank  and  now  a  se- 
nior consultant  for  governance 
at  tiaa-cref,  expects  to  con- 
tact up  to  60  companies  a  year 
to  press  for  reforms.  The  effort 
to  define  good-governance  prin- 
ciples and  to  monitor  and  en- 
courage them  is  costing  the 
fund  about  $1  million  a  year. 

Recently,  West  recalls,  he 
visited  a  CEO  whose  board  was 
loaded  with  cronies  and  out- 
siders w7hose  average  age  hit 
70.  'You  should  have  seen  what 
it  was  like  when  I  got  here," 
West  recalls  Ms  saying.  "You 
had  to  turn  the  air  conditioning 
up  to  keep  everyone  awake." 
Surely,  there  is  an  economic  benefit  to 
getting  a  better  group  of  directors  in 
that  boardroom.  Every  pension  fund 
and  mutual  fund  in  the  country  should 
understand  that  having  a  strong  and 
independent  board  isn't  mere  proce- 
dural frippery.  It  can  be  a  matter  of 
corporate  life  and  death. 

Senior  Writer  Byrne  is  a  longtime 
observer  of  management. 
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Merrill  Lynch 

on  opening  markets 
by  opening  eyes. 


In  emerging  nations  like  those  of  Southeast 
Asia,  knowledge  is  a  powerful  economic  develop- 
ment tool.  And  today,  no  one  in  the  world  uses  it 
more  effectively  than  Merrill  Lynch.  For  with 
people  in  every  key  country  and  capital  market, 
we  see  the  world  as  no  one  else  can.  Which  means 
we  can  put  developing  economies  into  perspective 
for  people  everywhere.  Opening  the  eyes  of  the 
world  to  a  country's  potential  makes  a  difference, 
To  our  clients  and  to  people  everywhere. 

The  difference  is  Merrill  Lynch. 


996  Merrill  Lynch  &  Co:,  In 


Merrill  Lynch 

A  tradition  of  trust. 


The  Corporation 
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The  Jeep  Grand  Chero- 
kee roared  along  the 
^  Andes  mountain  range 
in     Argentina  with 
Chrysler  President 
Hh7     Robert  A.  Lutz  at  the 
wheel.  Lutz  had  come  to  South  America 
to  join  journalists  on  an  off-road  trek 
and  attend  an  auto  show  in  Brazil.  But 
as  he  gunned  the  Jeep  down  a  dusty 
trail,  he  seemed  oblivious  to  the  sceneiy. 
He  was  preoccupied  with  a  question 
that  once  would  have  been  unthinkable 
back  home  in  Detroit.  'Where  is  it  writ- 
ten that  Chrysler  has  to  be  a  permanent 
No.  3  in  the  American  market?"  he  said. 


"Who    says    we    can't    move  up?" 

A  pipe  dream?  Perhaps.  But  with 
Chrysler  Corp.  racing  to  an  all-time 
high  of  16%  of  the  U.  S.  auto  and  light- 
truck  market,  these  are  heady  times  for 
the  smallest  of  the  Big  Three.  With  con- 
sumer demand  leveling  off  and  rebates 
on  pricey  American  models  intensify- 
ing, General  Motors  Corp.  and  Ford 
Motor  Co.  increasingly  seem  stuck  in 
neutral.  But  Chrysler  continues  to  blow 
the  doors  off  the  competition. 

Since  its  brush  with  bankruptcy  at 
the  beginning  of  the  decade,  Chrysler 
has  doubled  its  revenues,  to  a  projected 
$58  billion  for  1996.  This  year  alone,  hot 


models  such  as  the  Ram  pickup,  thl- 
Town  &  Country  minivan,  the  Jeel 
Grand  Cherokee,  and  the  redesignejj 
Jeep  Wrangler  have  thrust  the  company ! 
into  overdrive:  Chrysler  sold  2.1  million 
vehicles  in  the  U.  S.  through  October, 
15%  leap  in  a  market  that  has  growifcc 
just  3%.  Chrysler's  1.6%  gain  in  U.  £ 
market  share  came  straight  out  of  Fon 
and  gm,  where  volume  is  flat. 

Moreover,  Chrysler  is  now  Detroit' 
profitability  champion.  Schroder  Wertli 
eim  &  Co.  analyst  John  A.  Casesa's  es 
timate  of  Chrysler's  earnings — $l,22i 
per  vehicle — dwarfs  gm's  $689  and  Ford' 
$661.  In  the  third  quarter,  Chrysle 


108  BUSINESS  WEEK  /  NOVEMBER  25,  1996 
lillllllllllllllllllllMlllMIIIIII      "  MMMB— M 


rned  $680  million  on  revenues  of  $14.4 
llion,  while  Ford  earned  about  the 
me  amount,  $686  million,  on  more  than 
uble  the  revenues,  or  $34  billion.  All 
*ether,  Chrysler  could  break  its  record 
.7  billion  profit  set  in  1994. 
mc  DEPRESSION.  Will  it  last?  That's 
e  question  that  dogs  Detroit's  feisty 
).  3.  No  auto  company  has  suffered 
^re  than  Chrysler  from  the  corporate 
uivalent  of  manic  depression.  Euphoric 
?hs  have  been  historically  followed  by 
)omy  crises  when  the  market  turns 
iggish.  And  following  its  periodic 
imps,  Chrysler  has  repeatedly 
immed  the  brakes  on  product  devel- 


RETRO  ROCKET:  Chairman  Bob  Eaton 
may  be  behind  the  wheel  of  the  auto 
maker's  latest  design  triumph,  the 
Plymouth  Prowler,  but  Chrysler 
boasts  a  pit  crew  of  managers  who 
have  become  the  envy  of  the  industry 

opment  and  capital  investment — adding 
to  its  troubles  for  years  thereafter. 

Given  that  erratic  past,  Wall  Street 
wonders  whether  the  company  can  man- 
age the  next  downturn  without  undoing 
much  of  what  it  has  achieved.  "In- 
vestors still  believe  that  the  company 
can't  get  through  a  downturn  un- 
scathed," says  Casesa.  Despite  its  cur- 
rent good  fortune,  Chrysler  remains 
more  vulnerable  than  its  rivals.  With 
65%  of  its  sales  coming 
from  expensive,  gas-guz- 
zling trucks,  a  recession  or 
a  spike  in  oil  prices  could 
hurt  Chrysler  far  more 
than  others.  And  Chrysler 
has  little  foreign  presence 
to  offset  a  U.  S.  slowdown. 
Moreover,  competition  in 
its  core  markets  is  rising: 
gm  will  introduce  three 
new  minivans  next  year, 
while  Toyota,  Mercedes, 
and  Nissan  are  all  adding 
entries  to  the  crowded 
light-truck  market.  "The 
worry  beads  are  whether 
Chrysler  can  hang  on  to  his  platoon  of 
47%  of  the  minivan  market  executive  VPs  with 
and  one  third  of  the  sport- 
utility  market,"  says  one 
big  Chrysler  shareholder. 

But  Chairman  Robert  J. 
Eaton  argues  that  today's 
Chrysler  is  profoundly  different.  "Given 
our  success,  we  could  declare  victory," 
he  says.  "But  we  won't  do  that."  From 
his  office  at  Chrysler's  new  15-story 
heaquarters  in  the  Detroit  suburb  of 
Auburn  Hills,  he  says  it  can  make  mon- 
ey, pay  its  dividend,  and  execute  devel- 
opment plans  even  if  auto  sales  slump 
20%  and  marketing  costs  soar. 

How  will  Chrysler  do  that?  The 
nuts-and-bolts  answer  is  easy:  Helped 
by  a  clean  balance  sheet,  with  $7.5  bil- 
lion in  cash  stowed  away,  it  will  con- 
tinue the  sharp  styling  and  lean  manu- 
facturing that  have  driven  its 
turnaround.  Yet  its  secret  to  success 
runs  deeper.  The  financial  explanations 
fail  to  capture  what  Eaton  calls  "the 
Chrysler  difference" — a  corporate  cul- 
ture that  rejects  Motown 's  hidebound 
bureaucratic  traditions. 

No  group  of  managers  has  stirred  up 
Detroit  more  since  Ford's  fabled  Whiz 
Kids  of  the  1950s.  The  tone  is  set  by 


IBM 

PRESIDENT  LUTZ 

The  ex-marine  credits 


the  turnaround:  "I've 
never  seen  guys  work 
together  like  this" 


Eaton,  whose  low-key  demeanor  belies  a 
fierce  competitive  streak,  and  Lutz,  the 
swashbuckling  ex-Marine  with  a  flan-  for 
product  creation.  But  behind  Eaton  and 
Lutz,  Chrysler  boasts  a  little-known  cast 
of  managers  who've  become  the  envy 
of  the  industry.  If  Chrysler  is  to  escape 
its  past,  it  will  largely  be  because  of  the 
work  of  these  five  executive  vice-presi- 
dents: design  guru  and  international  di- 
rector Thomas  C.  Gale,  engineering  head 
Francois  J.  Castaing,  supply  chief 
Thomas  T.  Stallkamp,  manufacturing 
boss  Dennis  K.  Pawley,  and  sales  honcho 
James  P.  Holden.  Their  successes — and 
setbacks — will  determine  if  Chiysler  can 
shed  its  boom-and-bust  image. 

Together,  the  five  survived  Chrysler's 
brush  with  disaster,  emerg- 
I  ing  with  a  willingness  to 

take  risks  and  a  cama- 
raderie rarely  found  in  De- 
troit's executive  suites. 
"This  isn't  a  love-in,  but 
I've  never  seen  guys  work 
together  like  this,"  says 
Lutz,  who  worked  at  Ford, 
GM,  and  BMW  before  join- 
ing Chrysler.  Even  rivals 
offer  grudging  respect. 
"They've  done  a  very  good 
job  of  resurrecting  their 
position  in  the  market- 
place," says  Jacques  A. 
Nasser,  head  of  Ford's 
auto  operations.  Company 
sources  say  that  upon  turn- 
ing 65  in  February,  Lutz 
will  give  up  the  presidency 
and  become  vice-chairman 
overseeing  product  devel- 
opment. Chrysler's  next 
president — and  possibly  ceo — is  likely 
to  emerge  from  this  close-knit  group. 

Still,  Eaton's  team  faces  major  chal- 
lenges in  1997.  Besides  fighting  off  rivals 
in  its  core  minivan  and  sport-utility  seg- 
ments, Chrysler  is  launching  a  new  gen- 
eration of  family  sedans  in  hopes  of  im- 
proving its  stagnant  10%  share  of  the 
passenger-car  market.  Chrysler  must 
also  improve  its  vehicle  quality  and  re- 
vamp its  aged  plants — all  in  a  cyclical 
market  that  is  flattening  out. 

Moreover,  Eaton  has  set  Chrysler's 
goals  high.  By  2000,  he  expects  Chiysler 
to  boost  capacity  from  3.2  million  vehi- 
cles to  3.8  million,  improve  productivity 
to  42.5  vehicles  per  employee  from  33.7 
today,  and  hike  net  margins  to  8%  from 
this  year's  estimated  6.5%.  By  contrast, 
margins  at  GM  and  Ford  will  run  just 
3.8%  and  3.9%  this  year,  estimates  Scott 
F.  Merlis,  an  independent  auto  analyst 
in  Westport,  Conn.  Eaton  also  ex- 
pects Chrysler's  U.  S.  market  share  to 
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A  self-luminating  sphere  with  an  apparent  angular 
diameter  of  32'  04"  Radiates  energy  upon  the  earth's 
surface  at  approximately  1.5  horsepower  per  sq.yd. 


A  24ppm  network  printer  with  four  paper 
input  sources  and  multiple  output  destinations, 
including  addressable  mailboxes.  Transmits  data  for 
multiple  sets  one  time  to  reduce  network  traffic. 
Staples,  collates  and  duplexes  through  software 
installed  on  your  PC.  For  more  information  about 
the  HP  LaserJet  5Si  Mopier  call  1-800-LASERJET 
ext.  2249,  or  log  on  at  www.hp.com/go/mopier. 
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grow  without  upping  incentive  costs. 

That's  not  all:  to  reduce  vulnerability 
at  home,  Eaton  is  also  bolstering  exports 
to  South  America,  Asia,  and  Europe.  In 
three  years,  he  has  doubled  Chrysler's 
yearly  international  sales,  to  250,000  ve- 
hicles, roughly  10%  of  the  total.  Since 
1995,  he's  planned  investments  of  $1  bil- 
lion in  South  America  alone.  Despite 
plenty  of  competition,  Eaton  expects  to 
double  foreign  sales  again  by  2000. 
momentum.  Those  are  heady  goals.  But 
Wall  Street  thinks  that  Chrysler's  earn- 
ings and  margin  growth  may  be  peak- 
ing: According  to  i/b/e/s,  analysts'  con- 
sensus estimate  for  Chrysler's  earnings 
is  down  slightly  in  1997,  to  $3.53  bil- 
lion. If  demand  stalls  in  Chrysler's  core 
markets  or  rivals  score  with  new  prod- 
ucts, warns  Stephen  J.  Girsky  of  Mor- 
gan Stanley,  Chrysler 
won't  be  able  to  keep 
up  its  profits. 

To  hit  Eaton's  tar- 
gets, Chrysler  can't 
play  it  safe.  It  has  to 
pare  more  costs, 
squeeze  more  pro- 
duction out  of  its 
plants,  rev  up  vehi- 
cle development,  and 
keep  cranking  out 
models.  Those  tasks 
fall  to  its  all-star  ros- 
ter of  executive  vps. 

A  close  look  at 
how  they  operate  shows  why  they're 
so  valuable.  The  process  starts  with 
Gale,  the  53-year-old  design  specialist.  A 
29-year  Chrysler  veteran,  he  persevered 
through  the  1980s  when  the  boxy  K- 
cars  set  the  standard  for  dull,  pre- 
dictable vehicles.  But  Gale's  design  team 
smashed  that  image  with  its  popular 
"cab-forward"  blueprint  for  the  Chrysler 
Concorde  and  Dodge  Intrepid  family 
sedans  introduced  in  1992.  Other  hits 
followed.  Today,  the  big-rig  Ram  pickup, 
tony  Jeep  Grand  Cherokee,  and  sleek 
new  minivans  fuel  the  growth. 

Now,  Gale  is  trying  to  build  on  that 
momentum.  In  September,  Chrysler 
added  the  Dakota  pickup,  a  scaled-down 
version  of  the  hugely  successful  Ram. 
Gale's  love  for  1930s-era  hot  rods  in- 
spired Chrysler's  latest  design  triumph, 
the  retro-styled  Plymouth  Prowler, 
which  goes  on  sale  next  spring.  And 
coming  next  fall  will  be  elegantly  re- 
designed family  sedans  and  the  all-new 
Dodge  Durango  sport  utility,  which  has 
the  popular,  brawny  front  end  of  the 
pickups.  "They  take  risks,"  says  Christo- 
pher Cedergren,  an  analyst  in  Thou- 
sand Oaks,  Calif.  "They  understand  that 
this  isn't  a  commodity  business." 


TO  MARKET,  TO  MARKET 

7  The '93  Intrepid  took  38 
^flfcJ  months  to  develop  from 
concept  to  showroom.  The  new 
Dodge  Durango  sport-ute  took  28 

Gale's  credo  is  to  add  value  in  de- 
sign without  adding  cost.  "You  want  it 
to  look  like  more  money  without  spend- 
ing it,"  he  says  during  a  Sept.  27  "walk- 
around"  with  his  top  deputies.  Once  a 
week,  the  free-spirited  designer  spends 
several  hours  evaluating  the  aesthetics 
of  Chrysler's  future  products.  On  this 
day,  for  example,  Gale  and  his  crew  en- 
ter Chrysler's  "design  dome"  to  view 
three  full-size  clay  models  for  a  future 
version  of  the  Jeep  Cherokee.  Gale 
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pushes  his  designers  not  to  play  it  safe: 
He  wants  a  strong-looking  redesign. 
"One  is  'evolutionary,'  two  is  'revolu- 
tionary' and  three  is  what  we  call  the 
'military'  look,"  says  Gale.  He  isn't  hap- 
py with  the  military  version,  calling  the 
front  end  "too  soft."  He  worries  that 
the  bumper  "looks  like  it's  falling  off' 
the  revolutionary  model  but  admires  its 
reared-back,  prepared-to-pounce  stance. 

Soft-spoken  and  thoughtful,  Gale 
seems  an  unlikely  source  of  Chrysler's 
swaggering  design  ethic.  And  some  in- 
siders say  he  may  be  too  pleasant  to 
become  president,  though  Lutz  praises 
his  role  as  an  "agent  of  change."  Gale 
gives  his  designers  freedom — and  finds 
them  in  unlikely  places.  An  ex-Wall 
Streeter  with  a  psychology  degree  is 
responsible  for  the  Intrepid's  aggres- 
sive stance,  for  example. 

Gale  works  closely  with  Castaing,  the 
French-born  head  of  engineering,  and 
Stallkamp,  who  has  rewritten  the  book 
on  supplier  relations  in  Detroit.  "The 
secret  to  our  success,"  says  Gale,  "is 
how  we  manage  the  overlaps  between 
us."  To  achieve  the  decidedly  European 
feel  of  the  new  family  sedans,  for  ex- 
ample, Gale  wanted  a  powerful  head- 


lamp with  a  distinctive  look.  The  e(fc 
worried  Castaing  and  Stallkamp.  II 
stead  of  an  executive  tug-of-war,  th| 
agreed  after  a  simple  discussion  to  kel 
the  lights  on  the  upscale  lhs  and  Ea^fe 
Vision  models  and  put  cheaper  lam£ 
on  the  Concorde  and  Intrepid.  "Workif 
together  is  a  more  natural  state  thl 
fighting  together,"  says  Castaing. 

Castaing,  51,  came  to  Chrysler  I 
1987  in  its  acquisition  of  American  M 
tors  Inc.  A  former  racing-engine 
signer  for  French  carmaker  Renauj; 
Castaing  brought  with  him  an  expej- 
tise  in  powertrains  that  has  vastly  ir| 
proved  Chrysler's  reputation  for  ena 
neering.  "Castaing  is  key  to  Chryslei 
ability  to  build  a  superior  product  I 
lower  cost,"  says  investor  Seth  Glickei 
haus,  whose  New  York  firm  owns  I 
manages  9.7  mill! 
shares.  Chrysler! 
newfound  skills  a] 
paying  off  elsewher^ 
too.  BMW  recent! 
surprised  observe! 
by  agreeing  to  l| 
Castaing's  team  dj 
sign  the  engines  thj 
the  two  will  joint 
build  in  South  Ameli 
ica.  "You  can  bet  thj 
engine  will  hay 
every  attribute  | 
quality  and  reliabil 
ty,"  says  bmw  Chaij 
man  Bernd  Pischetsrieder. 

Today,  Chrysler  is  the  industrl 
benchmark  for  lean  engineering.  It  e! 
timates  that  its  engineering  expense 
account  for  just  2.7%  of  total  revenue 
compared  with  5.9%  at  Ford,  5.5%  a 
gm,  and  5%  at  Toyota.  Having  sper 
millions  on  sophisticated  computer-dd 
sign  equipment  in  recent  years,  Chryil 
ler  is  cutting  costs  by  prototyping  parti 
and  machinery  on-screen  rather  thaJ 
building  a  variety  of  models.  Chryslei 
built  only  one  prototype  of  the  new  2/ 
liter  aluminum  engine  that  will  go  intj 
its  new  family  sedans,  for  exampl<l 
where  it  once  would  have  built  as  man! 
as  five.  Such  savings  trimmed  develoj, 
ment  costs  for  a  new  three-engine  pre 
gram  to  $600  million,  from  $1  billion. 

Chrysler1  is  also  slashing  its  producl 
development  times.  The  1993  Intrepi 
took  38  months  from  conception  to  mar 
ket,  while  next  fall's  Durango  sport-uti 
ity  took  just  28  months.  How  do  they  d 
it?  Platform  teams  for  different  vehicle 
share  technology,  production  processe 
are  engineered  concurrently  with  th 
vehicle,  and  the  computerized  design 
allow  Castaing  &  Co.  to  make  decision 
faster.  Castaing  has  no  patience  wit! 
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With  so  much  to  offer,  it's  no  wonder  why  thousands 
of  small  businesses  are  using  Fridays  Free  as  their 
get-ahead  business  tool.  How  about  you? 

Call  Sprint  Business 

1800827-3700 

www.spfint.com 


Sprint 


OFFICIAL 
TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL 


We  help  business  do  more  business1 


550  monthly  minimum  required  Certain  restrictions  apply  Maximum  of  $1,000  in  free  long  distance  calling  per  month  Domestic  calls  and  commercial  use  only  Not  valid  with  any  other  otter  ©1996  Sprmf  Communications  Company  L  F 
*1FL  and  the  NFL  shield  logo  are  registered  trademarks  of  the  National  Football  League 


YOUR  CAREER  IS  RESULTS-ORIENTED. 


YOUR  COMPANY  IS  RESULTS-ORIENTED. 


Your  website  should  be  more  than  just 
an  electronic  bulletin  board,  it  should 


be  a  real  place  where  you 
can  conduct  real  business. 


Domino 


a  snap  with  application  templates  to 
register  site  visitors  and  even  set  up 
threaded  discussions. 


Enter:  Domino™  from  Lotus.  Domino  is 
the  only  true  interactive  web  application 
server  that  helps  your  business  get  the 
most  out  of  the  web. 

While  it  delivers  corporate  product 
and  marketing  informa- 
tion like  Microsoft's®  or 


POWER 


Notes 


Netscape's®  web  servers,  Domino  provides 
the  easiest  way  for  customers  to  find 
the  information  they  want  quickly  with 
site-sort-on-the-fly  features. 

And  it  makes  interacting  with 
employees,  customers  and  suppliers 


Yet  its  benefits  don't  stop 
there.  Domino  is  also  secure  so  you 
have  flexibility  over  who  sees  what. 
And,  importantly,  who  doesn't  see  what. 
It  automates  workflow  processes  like 
lead  generation,  resume  tracking  and 
customer  service -so  you  can  act  on 
information,  not  just  read  it. 

Best  of  all,  Domino  is  built  on  the 
world's  most  powerful  platform  for  business 
applications:  Lotus  Notes.® 

Domino.  It's  all  business.  For  more  infor- 


mation, visit  our  website  at 

http ://dO m i  n O.  I  OtUS. C O m .    Working  Together" 


Lotus. 


For  more  information,  call  1-800-828-7086,  ext.  C463.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  Lotus  Notes  and  Working 
Together  are  registered  trademarks  and  Domino  is  a  trademark  of  Lotus  Development  Corporation.  All  company  names  are  registered  trademarks  of  their  respective  companies. 


The  Corporation 


bureaucratic  bottlenecks.  At  an  Oct.  29 
meeting  with  platform  team  members, 
he  bristled  at  an  engineer's  complaint 
that  teams  were  duplicating  work  on 
the  scores  of  fasteners  used  in  Chrysler 
vehicles.  "You  are  the  ones  who  see  the 
problems — fix  them,"  Castaing  said. 

Castaing's  frugality  and  Stallkamp's 
drive  to  cut  supply  costs  have  allowed 
Chrysler  to  drastically  shrink  expenses. 
While  the  1998-model  Mustang  cost 
Ford  $700  million  to  develop,  the  Se- 
bring  convertible  Chrysler  launched  last 
fall  ran  just  $240  million.  Bringing  sup- 
pliers into  the  process  early  on  is  cru- 
cial. The  Prowler,  for  example,  cost  just 
$75  million  to  develop,  partly  because 
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suppliers  provided  much  of  the  engi- 
neering research  and  squeezed  out  costs 
on  their  own.  Stallkamp,  who  worked 
at  Ford  before  joining  Chrysler  in  1980, 
projects  Chrysler  will  save  $9.8  billion 
on  parts-purchasing  this  decade,  "gm 
can't  do  it  because  they're  too  big,  and, 
Ford  can't  do  it  because  they  don't  have 
the  management  mind-set,"  he  says. 

Outspoken  and  direct,  the  50-year- 
old  Stallkamp  is  an  unlikely  star  in  Mo- 
town— a  purchasing  expert  who  gets 
suppliers  to  meet  target  prices  with- 
out twisting  arms.  "It's  the  people 
thing,"  says  John  Spoelhof,  who  heads 
the  Prince  Corp.  automotive  interiors 
unit  of  Johnson  Controls  Inc.  "Over 


time,  Tom  has  built  a  lot  of  trusH 
Chiysler  expects  suppliers  to  sugg^B 
their  own  price  reductions.  And  whH 
submissions  are  voluntary,  StallkanW 
pushes  laggards.  "Some  of  you  need  H 
pick  it  up,"  he  told  a  dozen  suppliers  1  jti 
a  quarterly  roundtable  discussion  H 
Oct.  24.  "They  basically  get  two  yearsH 
the  year  we  find  out  and  the  year  to  ft 
cover,"  he  says  later.  "Then,  we'll  stiM 
moving  business  away."  Insiders  sflj 
Stallkamp's  decisiveness  and  busineH 
acumen  could  make  him  the  favorite  m 
the  Chrysler  presidency. 

None  of  the  executive  VPs  appre* 
ate  the  open,  cooperative  culture  mo|? 
than  Pawley,  the  burly  manufacturiii? 


CHRYSLER'S  HIGH-PERFORMANCE  TEAM 


<«GALE 

The  design  specialist's 
aim:  "You  want  to  make 
it  look  like  more  money 
without  spending  it" 

►  CASTAING 

The  former  racing- 
engine  designer's 
expertise  has  improved 
Chrysler's  reputation  in 
engineering 


►  HOLDEN 

The  marketing 
and  sales  chief 
is  streamlining 
distribution. 
By  2000,  he 
wants  to  cut 
dealerships  by 
14%  to  4,000 


<  PAWLEY 

The  manufacturing  boss 
J  organized  more  than  1,500 
g  quality  workshops 

►  STALLKAMP 

The  purchasing  expert 
gets  suppliers  to  meet 
target  prices  without 
twisting  arms 


RMnm 


We've  given  time  a  new  definition. 

''''>'•*    ■  *    ■  ■  •  .  ■  ■  ■ ,  ".  ■ 


■ 


In  today's  highly  industrialized 
world  one  valuable  resource 
is  always  in  short  supply:  time. 
Increasingly  more  expensive 
production  processes  are  becom- 
ing dependent  on  obtaining 


products  on  time.  With  Lufthansa 
Cargo's  various  express  services, 
you  can  define  precisely  when 
your  freight  will  arrive  at  its 
destination.  A  timely  concept, 
expressly  for  you. 


Lufthansa  Cargo 

Thinking  in  new  directions 


The  other  is  information.  Because  no  plane  would 
ever  leave  the  hangar  without  it.  And  helping  clients  man- 
age information-not  just  process  it-is  what  Unisys  does 
best.  That's  why  Unisys  is  the  choice  of  the  world's  most 
intensive  users  of  information-including  16  of  the  top  25 


airlines.  Airlines  using  our  systems  ship  over  one-third  of 
the  world's  air  cargo.  And  our  consultants  help  people  with 
everything  from  designing  customer  loyalty  programs  to 
integrating  global  databases.  It's  all  part  of  information 
management-our  way  of  helping  you  use  information  as 


an  asset  to  gain  competitive  advantage.  Call  for  details 
and  learn  what  clients  like  Delta  Air  Lines,  SAS  and 
Cathay  Pacific  Airlines  learned.  When  it  takes  information 
to  run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

http://www.unisys.com  or  1-800-874-8647,  ext.  222 


UMSYS 

When  information  is  everything. 


The  Corporation 


expert  who  spent  21  years  at  gm  and 
two  years  with  Mazda  Motor  Corp.  be- 
fore joining  Chrysler  in  1989.  A  self- 
described  "ass-kicker"  in  his  former  jobs. 
Pawley,  55,  has  mellowed  into  a  tire- 
less preacher  of  lean  manufacturing  as 
pioneered  by  Toyota  Motor  Corp. 

To  Pawley  falls  perhaps  Chrysler's 
most  difficult  task:  improving  the  repu- 
tation for  subpar  quality  that  has  hound- 
ed the  company  since  its  penny-pinching 
years.  That's  a  big  part  of  the  reason 
Chrysler's  performance 
in  passenger  cars  has 
remained  mixed.  Quality 
problems  led  to  a  recall 
of  the  compact  Neon  fol- 
lowing its  1994  launch, 
for  example,  slowing  its 
acceptance  by  con- 
sumers. Spotty  quality 
also  doomed  its  midsize 
sedans,  such  as  the  Cir- 
rus, to  also-ran  status  in 
a  segment  dominated  by 
the  Toyota  Camay,  Hon- 
da Accord,  and  Ford 
Taurus.  Only  in  the 
large-car  segment  has 
Chrysler  had  a  winner: 
The  Dodge  Intrepid  is 
this  year's  best-seller, 
although  sales  have 
slowed  for  the  lhs  and 
Concorde  versions. 
Chrysler  is  counting  on 
next  year's  restyled 
models  to  regain  the 
momentum. 

Still,  some  think  con- 
sumer remain  wary  of 
Chrysler  cars  until  they 
have  been  on  the  mar- 
ket for  a  few  years. 
"Our  surveys  show  it 
takes  two  to  three  years 
before  a  Chrysler  car 
gets  up  to  a  decent 
quality  level,"  says 
Robert  Knoll,  automo- 
tive testing  director  at 
Consumer  Reports.  "The  lh  sedans  are 
decent,  the  mini  van  is  pretty  good,  and 
the  Rams  and  Jeeps  are  coming  up.  but 
the  other  cars  still  have  problems." 
on  the  prowl.  Chrysler  has  poured  $9 
billion  into  revamping  its  plants  since 
1991.  Under  Pawley's  direction,  it  has 
methodically  replaced  old  stamping 
presses  with  new  German-made  ma- 
chinery. In  its  Warren  (Mich.)  plant 
alone,  for  example,  Chrysler  has  invest- 
ed $250  million  since  1993  to  replace 
antiquated  equipment  used  to  stamp  out 
body  panels  for  minivans  and  the  Ram 
and  Dakota  pickups.  The  result:  smaller 


gaps  between  doors  and  exterior  panels 
and  fewer  leaks  and  rattles.  Pawley's 
staff  has  also  led  more  than  1,500  qual- 
ity workshops  for  employees  since  1994. 

When  Pawley  tours  his  plants,  he 
rolls  up  his  shirtsleeves  and  reviews 
the  operations  with  the  supervisors  lim- 
ning the  plant.  During  an  Oct.  30  trip  to 
Chrysler's  Windsor  (Ont.)  minivan  plant. 
Pawley  spent  four  hours  prowling  the 
line  looking  for  problems — supply  racks 
out  of  place,  workers  who  needed  to 

LEADING  THE  PACK 


JEEP  WRANGLER 

Although  still  the  king  in 
the  market  for  small 
sport-utilities,  the  newly 
redesigned  Wrangler 
faces  increasing 
competition  from  Toyota 


DODGE  DAKOTA 

To  keep  up  its 
momentum  in 
light  trucks, 
Chrysler  added 
the  new  pickup  to 
the  lineup 


bend  or  stretch  for  parts,  dim  lighting  in 
the  aisles.  Afterward,  in  a  closed-door 
meeting,  Pawley  tells  the  supervisors: 
"I'm  not  going  to  let  you  guys  ever  get 
to  the  point  where  you  think  you're 
there.  Never."  Says  plant  manager  Adri- 
an Yido:  "You  always  know  where  you 
stand  with  Denny.  He's  a  realist." 

So  is  Holden,  the  45-year-old  mar- 
keting and  sales  chief  who  has  shaken 
up  the  "soft  side"  of  the  business.  He 
has  cut  layers  of  marketing  bureaucracy 
and  streamlined  distribution.  Long- 
stalled  moves  to  get  Jeep/Eagle  deal- 
ers to  link  up  with  Chrysler/Plymouth 


franchises  are  under  way,  for  examp 
By  2000,  he  wants  to  cut  Chrysk 
dealerships  14%,  to  4,000. 

A  fast-tracker  who  previously  heacj 
Chrysler's  quality  and  personnel 
partments,  Holden  sees  himself  tat 
the  same  risks  in  sales  that  Gale  does 
design.  Castaing  in  engineering,  St 
kamp  on  the  purchasing  side,  and  Pa 
ley  in  the  plants.  "This  is  not  the  saj 
old  company  playing  by  the  same 
rules,"  he  declares.  True.  While  Fc 
and  gm  have  shunr 
the  new  auto  supj 
stores  for  fear  of  alij 
ating  dealers,  Chrys 
shocked  its  dealers  I 
January  by  awarding 
new-car  franchise 
CarMax,  the  used- 
superstore. 

Holden  says  the  d| 
is  an  "experiment' 
study  the  chain's  ci 
tomer-service  techniq 
and  computer  operatic 
Interactive  technolc 
linking  the  customer  I 
Chrysler,  he  says,  gr{ 
it  insight  into  the  colq 
styles,  engines,  and 
tions  most  in  demand 
even  if  the  dealersll 
doesn't  make  a  sale. 

Like  the  others,  HI 
den  lives  and  breatlj 
cars  and  trucks.  "Tj 
only  way  you  can  I 
successful  at  Chrys| 
is  if  you're  a  car  fre 
he  says.  "If  that's  wlj 
you  are,  there's  oil 
one  company  to  w< 
for.   and   that's  ui 
Whether  that's  coq 
dence  or  cockiness, 
captures  the  attiti 
Chrysler  exudes, 
an  attitude  that 
brought  Detroil 
hottest  auto  maker 
in  five  short  years.  But  will  it  be 
enough?  Chrysler  execs  point  to 
appreciation  they've  won  on 
Street:  Since  early  '92,  Chrysler  si 
have  risen  nearly  sixfold,  to  a  split-^ 
justed  33,  vastly  outpacing  Ford 
GM.  But  its  price-earnings  ratio,  at 
times  expected  1996  earnings,  still  la 
roughly  259c   behind   those  of 
crosstown  rivals.  WTule  Chrysler  is 
ing  flat-out  to  prove  them  wrong, 
vestors  still  seem  to  be  hedging  th<j 
bets  on  whether  Chrysler's  comeba 
is  here  to  stay. 

By  Bill  Mask  in  Auburn  Hills,  Mm 


TOWN  &  COUNTRY 

The  company  is 
betting  on  the 
sleek  new  model 
to  help  hold  on  to 
its  47%  share  of 
the  minivan 
market  it  created 


I  20 


MBER 


1 1 


riflTfflHBH 


Asset  Management 


300  billion 


with 

$300  billion  in  assets  under  management. 
That's  more  than  600  times  the  amount  of 
just  20  years  ago.  Much  of  this  growth  has 
come  from  The  Equitable  -  our  U.S.  member 
-  whose  outstanding  investment  capabilities 
cover  almost  every  asset  category.  Also 
over  the  same  time,  AXA  has  multiplied  its 
revenues  1 80  times  and  its  total  net  income 
220  times.  Whether  working  for  our  clients, 
or  managing  our  own  operations,  performance 
is  AXAs  priority.  So  its  clear  we  mean  business 
when  we  say : 


Go  ahead 
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INSURANCE  &  INVESTMENT 


WITH  OUR  U.S.  MEMBER, 


SIEMENS 


1879.  That  was  then. 


Siemens  invents  the  world's  first  electric  locomotive.  Introduced  at  a  world 
trade  fair,  it  carried  seated  passengers  at  speeds  of  up  to  ten  miles  an  hour 
and  held  the  promise  of  a  cleaner,  more  convenient  way  to  travel. 
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1996.  This  is  now. 


Today,  Siemens  continues  to  lead  the  way  in  transportation  with  innovations 
in  everything  from  high  speed  trains  to  urban  mass  transit  systems  to  heavy- 
duty  locomotives.  Siemens  technology  now  enables  high  speed  trains  to 
connect  cities  at  over  200  miles  an  hour.  And  our  mass  transit  systems  carry 
millions  of  commuters  with  greater  comfort  and  convenience  all  across  the 
United  States  in  cities  such  as  San  Diego,  Sacramento,  Pittsburgh,  St  Louis 
and  Denver.  Transportation  is  just  one  of  Siemens'  vast  array  of  technologies. 
And  it's  one  more  way  we  help  keep  America  on  the  move. 
Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '96.  Box  8003,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems       Medical  Systems       Power  Generation       Telecommunications  Transportation 

Visit  our  web  site  at  www.siemens.com  on  the  Internet 


Economics 
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FORECASTING 


PLAYING  WHAT-IF 
AT  THE  FED 

A  revised  model  of  the  economy  can  factor  in  expectations 


■  t's  September,  1997.  The  economy 
I  is  slowing,  but  President  Clinton  and 
H<;or  congressional  leaders  have  fi- 
I  nally  hammered  out  a  seven-year 
plan  to  balance  the  federal  budget. 
While  politicians  are  high-fiving  at  the 
White  House,  Federal  Reserve  Chair- 
man Alan  Greenspan  faces  a  tough 
question:  Does  he  need  to  cut  interest 
rates  to  revive  the  economy?  If  the  fi- 
nancial markets  expect  Washington  will 
have    the    stomach    to  follow 
through  on  spending  cuts,  long- 
term  interest  rates  will  fall — thus 
making  any  Fed  cuts  unneces- 
sary. But  if  traders  discount  the 
budget  deal,  the  Fed  may  have  to 
act  fast  to  offset  a  slump. 

It's  too  soon  to  tell  how 
Greenspan  will  react  when — if 
ever — such  a  budget  deal  is 
struck.  But  the  Fed  now  has  a 


the  U.  S.  economy  that  lets  policymak- 
ers look  directly  at  expectations — the 
effects  that  financial  markets,  business- 
es, and  consumers  expect  from  changes 
in  taxes,  spending,  and  interest  rates. 
With  the  new  system,  Federal  Reserve 
officials  can  play  what-if  games  with 
potential  moves  and  responses.  "The 
range  of  policies  that  we  can  try  out 
in  the  model  is  vastly  greater,"  says 
Fed  Governor  Laurence  H.  Meyer,  a 

THINGS  THE  FED  WANTS 
FROM  ITS  NEW  CRYSTAL  BALL 

►  Improved  predictions  of  market  responses  to 
Fed  interest-rate  moves 

►  Better  measures  of  how  aggressively  investors 
expect  the  Fed  to  fight  future  inflation  threats 

►  New  ways  to  assess  the  advantages  of  ad  hoc 


leading  economic  modeler  and  forec; 
er  before  he  joined  the  central  banl 

While  the  Fed's  exact  predictions  e 
a  closely  held  secret,  officials  indicjj 
that  the  new  model  shows  a  slow 
economy  with  little  need  for  Fed 
tion  at  the  moment.  And  some  eccj 
mists  argue  that  the  new  model's  a 
ty  to  fine-tune  expectations  will  tak 
further  from  the  real  world,  not  clo! 

But  the  shift  from  the  Fed's  old  rrfc 
el,  rooted  in  the  Keynesian  views! 

the  1970s,  to  the  expectations-bal 
system  reflects  a  powerful  currl 
sweeping  through  the  economics  A 
fession — and  through  the  world's  m 
tral  banks.  The  emphasis  on  market! 
action  is  pushing  monetary  policymam 
' » *  fr°m  London  to  Tel  Aviv  to  Canbel 
to  adopt  explicit  targets  for  inflate 
and  to  spell  out  how  they'll  reach  thl 
goals.  The  idea:  If  the  public  is  cl 
vinced  that  a  central  bank  is  determi! 
to  bring  down  inflation,  officials  can  m 
ness  those  expectations  to  magnify  I 
impact  of  their  policy  moves. 
NO  PANIC.  The  Fed  hasn't  adopted  si 
explicit  targets.  But  many  officials,! 
eluding  Greenspan,  argue  that  the  F« 
growing  credibility  played  a  crucial  il 
during  this  election  year.  As  the  eco! 
my  roared  to  4.7%  growth  in  the  spri! 
Greenspan  resisted  urgings  to  hike! 
terest  rates  to  head  off  an  increase! 
inflation.  Instead,  he  maintained  tl 
bond  traders — confident  that  the  M 
wouldn't  let  price  hikes  get  out! 
hand — would  raise  rates  just  enough! 
slow  the  economy,  without  setting  o| 
panicky  spike  that  would  halt  growth! 
together.  That  forecast  was  bome  out! 
the  economy  slowed  to  2.2%  in  the  th! 
quarter  without  any  Fed  action. 

Credibility  has  always  been  cruJ 
in  matters  of  money.  But  in  the  deca! 
after  World  War  II,  policymakers  I 
sumed  that  the  economy  could  I 
tweaked  and  fine-tuned  through  el 
stant  adjustments  in  interest  rates,  tl 
es,  and  spending.  That  worked — uil 
the  late  '70s,  when  "stagflation,"  a  let! 
combination  of  inflation  and  unempll 
ment,    disconnected    the  fil 
tuners'  policy  levers.  At  the  sa! 
time,  economist  Robert  E.  Lul 
Jr.,  1995  Nobel  laureate,  start! 
demonstrating  the  importance! 
"rational  expectations."  Mark! 
and  individuals  were  able  to  fol 
cast  the  economy  just  as  well  I 
the  professional  seers,  Lucas  I 
gued,  and  that  would  negate  t 
impact  of  the  fine-tuning  mov 


better  way  to  analyze  such  sticky     m_onetarY  il°ncy_VSJ_^Pn.etary_llUJ?S   Consumers  would  not  step 


problems.  The  central  bank  is  us- 
ing a  new  computerized  model  of 


DATA  FEDERAL  RESERVE  BOARD,  MACROECONOMIC  ADVISERS  LLC 


their  borrowing  and  spending 
response  to  a  stimulative  rate  c 
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Information  you  need,  from  the  sources  you  trust.  Now  on  the  Weh. 


Aviation  Week  Group 

A  Division  of  The  McGraw-Hill  Companies 


The  most  predictable  thing  about  business  is  that  it's  unpre- 
dictable. Your  needs  are  likely  to  be  different  from  one  day  to  the 
next  (or  lor  that  matter,  Irom  one  department  to  another).  You 
either  need  a  range  of  servers  to  accommodate  all  your  different 
needs.  Or  one  affordable  server  with  a  verv  wide  range. 

Introducing  the  new  Compaq  ProLiant  2500.  Simply  put,  it's 
the  most  versatile  platform  available  today.  Its  modular  chassis  lets 
you  easily  swap  components  to  meet  any  new  set  ( >l  requirements. 
So  you  only  need  to  purchase  for  vour  needs  today.  And  as  your 

rver.  It's  An  Application  Server. 

er.  Can  An  Identity  Crisis  Be  A  Virtue? 

business  grows,  the  Compaq  ProLiant  2500  provides  the  scalability 
to  go  from  hie  and  print  to  Internet  or  application  server  W  hile 
giving  you  the  availability  and  management 
features  you  need  to  run  vour  mission-critical 
applications.  And  with  Distributed  Access,  the 
information  vou  need  will  always  be  close  at  hand. 

In  other  words,  it's  the  lust  platform  that's  versatile  and 
flexible  enough  to  run  \our  business  on  — toda\  and  tomorrow. 
To  find  out  more  about  the  ProLiant  2500  or  Distributed 
Access,  visit  us  at  ww  w.compaq. com/us,  or  call  L800-319-7778 
to  locate  the  Compaq  reseller  near  you. 
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for  example,  if  they  were  able  to  see 
that  it  was  likely  to  be  temporary. 

Ever  since,  economists  have  been  try- 
ing to  build  expectations  theories  into 
their  forecasting  models,  with  varying 
degrees  of  success.  The  Fed's  new  mod- 
el is  the  most  ambitious  effort  yet  in 
this  direction.  The  model  is  a  set  of 
about  300  complex,  interlocking  equa- 
tions that  try  to  describe  the  economy 
in  mathematical  terms.  Working  with  a 
network  of  high-powered  personal  com- 
puters, the  Fed  staff  can  feed  in  a  va- 
riety of  conditions — an  oil  shock,  say, 
or  a  tax  cut — and  solve  the  equations  to 
see  how  gross  domestic  product,  prices, 
and  wages  will  respond.  A  run  of  the 
model  can  take  from  two  seconds  to  15 
minutes  and  produces  from  4  to  40 
pages  of  charts  and  tables,  depending  on 
how  much  detail  the  modelers  need. 

For  simple  forecasts,  the  model 


The  Fed  staff  can  feed 
in  a  tax  cut  and  see 

how  GDP,  prices,  and 
wages  will  respond 


closely  resembles  the  Fed's  old  system. 
But  suppose  Congress  were  debating 
a  proposal  by  Senator  Connie  Mack 
(R-Fla.)  to  order  the  Fed  to  concen- 
trate solely  on  bringing  inflation  down 
to  zero.  The  new  model  lets  the  Fed 
test  the  mandate's  effects  on  public- 
expectations  and  the  central  bank's 
inflation-fighting  credibility.  The  model 
shows,  according  to  staffers,  that  such 
a  mandate  would  lower  inflationary 
expectations  and  would  mean  that  the 
Fed  could  reach  its  goal  without  tight- 
ening as  much. 

Some  doubters  still  believe  the  whole 
idea  of  adjusting  expectations  is 
overblown.  "It's  a  myth  that  central 
banks  can  change  inflationary  expecta- 
tions by  words  alone,"  says  Princeton 
University  economist  and  former  Fed 
Vice-Chairman  Alan  S.  Blinder.  The 
model's  new  levers  for  adjusting  ex- 
pectations are  "technically  innovative — 
but  I  would  put  a  stop  sign  in  front  of 
them,"  Blinder  says. 

So  far,  the  model's  impact  on  day-to- 
day policy  may  be  slight.  The  gover- 
nors and  Federal  Reserve  Bank  presi- 
dents who  actually  vote  on  policy  can 
be  swayed  as  much  by  the  help-wanted 
signs  they  see  as  by  sophisticated 
econometrics.  But  the  new  model,  if  it 
works,  may  help  make  setting  mone- 
tary policy  more  of  a  science  and  less 
of  a  black  art. 

By  Mike  McNamee  in  Washington 
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TRANSPLANTING 
THE  TRANSPLANT  BI2 

A  U.S.  hospital's  venture  in  Sicily  may  be  just  the  start 


E 


very  year,  nunur 

gravely  ill  southern  Ital-  _  , 

ians  pack  their  bags  and  Mayor  Orlando 


travel  north  to  modern  or 
gan-transplant  facilities  in  Mi- 
lan or  Bologna.  Some  even 
venture  to  Paris  or  Geneva. 
These  costly  excursions  are 
known  in  Italy  as  "voyages 
of  hope."  But  to  Dr.  Ignazio  Marino,  an 
Italian  liver-transplant  surgeon  at  the 
University  of  Pittsburgh  Medical  Center, 
they  spell  a  different  kind  of  hope — as 
in  "market  opportunity." 

Marino  and  his  colleagues  at  UPMC 
are  suffering  from  too  much  success. 
The  liver  transplant,  viewed  as  miracu- 
lous a  mere  decade  ago,  has  now  be- 
come almost  commonplace.  But  as  de- 
mand surges,  118  U.S.  transplant 
centers  vie  with  Pitt  for  a  nearly  flat 
supply  of  livers  (chart).  Two  years  ago, 
this  bottleneck  prompted  Pitt  to  explore 
opportunities  overseas:  Lacking  the  or- 
gans to  serve  foreign  patients  in  the 
U.  S.,  it  might  instead  export  its  exper- 
tise. When  Marino  pointed  to  the  un- 


will  spend  $80 
million  to  build  a 
transplant  center 
and  an  industry 


served  market  of  18  mipr 
in  southern  Italy,  a  u 
team  flew  straight  to  S 
to  start  talking  organs. 

Here  was  Pitt's  piNi 
upmc  would  provide  fc 
notch  surgeons  from  I 
most  famous  liver-transpl 
center  in  the  world.  All  p 
Sicilian  capital  of  Palermo  had  to  ■ 
vide  was  a  hospital  and  the  prospecl 
a  flow  of  organs.  Palermo  Mayor  II 
luca  Orlando  jumped  at  the  deal,  agl 
ing  last  month  to  spend  $80  millioil 
government  funds  on  a  new  transpl 
hospital  for  the  upmc  venture.  Ori 
do,  famous  for  prosecuting  Palern| 
mafiosi,  is  now  focusing  on  economic 
velopment.  He  predicts  that  when 
hospital  opens  in  two  years,  the 
"will  become  the  model  of  sophist 
turn  for  the  rest  of  the  world." 

For  Pitt,  moving  abroad  is  simplj: 
matter  of  following  customers 
donors,  says  upm<  :  President  Jeffrey 
moff.  This  marks  a  dramatic  shift 
the  $4  billion  transplant  industry. 
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You  have  12  minutes  to  make  changes  on  a  thousand  copies. 
Is  now  a  good  time  to  talk  copying  systems? 


anon  U.S.A.,  Inc.. 


you  to  a  better 
way  to  meet  the 
business  challenges  you  face,  everyday. 
Company-wide  meetings.  Last  minute 
changes.  Fast  turnarounds.  So  what's 
the  solution?  The  Corporate  Line  of 
high-volume  copiers  from  Canon. 

In  today's  fast-paced  business 
environment,  you  need  the  most 
advanced  systems  to  simplify  your 
operation.  That's  where  The  Corporate 
Line  comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give  you 
the  power  and  speed  you  need  in  a 
central  reproduction  environment.  And 
yet  they're  so  user-friendly,  they  can 
be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and  finish- 
ing capabilities,  you'll  see  the  impact 
our  Corporate  Line  copiers  can  make 
on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  can 
expect  the  reliability  and  durability 
that  has  made  Canon  the  industry 
leader  for  the  last  14  years.  Each 
machine  is  specifically  designed  to 
maximize  your  company's  produc- 
tivity and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of  high- 
volume  copiers.  For  more  information, 
call  1-800-OK-CANON  anytime,  or 
visit  us  at  http://www.usa.canon.com 
on  the  Web. 
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fore,  transplant  meccas  such  as  Pitt,  Bay- 
lor University  Medical  Center,  and  the 
University  of  California  at  Los  Angeles 
attracted  patient's  worldwide,  and  fresh 
organs  were  flown  in  on  ice.  But  now,  re- 
gions claim  first  dibs  on  their  cadavers. 
And  tightening  industry 
rules  limit  foreigners  to 
5%  of  American  organs. 

This  is  forcing  trans- 
plant hospitals  to  turn 
away  foreign  patients — 
oi'  to  pursue  them  on 
their  turf.  Several  U.  S. 
university  hospitals  al- 
ready are  helping  set  up 
transplant  centers  over- 
seas: The  University  of 
Virginia  Health  Sciences 
Center  is  assisting  in 
Saudi  Arabia,  and  Johns 
Hopkins  Hospital  in  Korea.  But  none 
has  established  the  sort  of  business  re- 
lationship Pitt  has  with  Palermo.  If  Ro- 
moff's  global  plan  flies,  others  may  fol- 
low. "There's  no  reason  not  to  do  it," 
says  Andrew  S.  Klein,  director  of  trans- 
plants at  Johns  Hopkins  Hospital. 
GOOD  JOBS.  Romoff  predicts  that  with 
its  Sicilian  venture,  Pitt 

could  create  an  enter-  t  i  I~Qrlarc 

prise  the  size  of  its  $150  LiULdl  lcdUt:!  O 

million  stateside  business.  1  i  ui 

For  20  years,  before  con-  See  ROW  Health 

trol  reverts  to  the  Sicil- 
ians, upmc,  a  nonprofit 
research  hospital,  will 
take  home  an  undisclosed 
annual  management  fee, 
plus  per-case  royalties. 
The  new  revenue  is  vi- 
tal for  Pitt:  Its  average 
cost  per  liver  transplant 
is  $140,000,  fully  $20,000 
more  than  Medicare  and 
Medicaid  pay  for  the  pro- 
cedure. Romoff  says  the 
Sicilian   venture  could 
help  bridge  the  gap  and 
preserve  research  efforts. 
"Without  aggressive  ac- 
tions, I  think  our  future 
as  a  research  institution  would  be  jeop- 
ardized," he  says.  Just  as  important,  the 
greater  number  of  cases  should  permit 
Pitt,  limited  by  organ  scarcity  at  home, 
to  press  forward  more  quickly  with  new 
techniques  and  therapies. 

Sicily,  for  its  part,  stands  to  make  a 
bundle  simply  by  keeping  the  "hope  voy- 
agers" at  home.  Last  year,  600  Sicilians 
applied  to  go  overseas  for  transplants; 
overall,  they  spent  $170  million  for  health 
care  abroad.  But  Orlando  has  a  far 
broader  development  strategy  in  mind. 
Having  crippled  the  Mafia,  which  long 


held  a  suffocating  grip  on  the  econow, 
he  and  his  colleagues  now  are  anxiousl) 
finish  the  modernization  with  an  influaf 
good  jobs.  They  see  how  the  hospital  i- 
dustry  helped  Pittsburgh  recover  frm 
the  collapse  of  steel  by  creating  thft- 
sands  of  service  jobs,  m 
piggybacking  the  l4 
center  on  top  of  their  ti) 
regional  hospitals,  Si4' 
is  angling  for  a  small  L 
dustrial  transplant. 
ENTREATIES.    The  vjl 
ture's  success,  thoui, 
hinges  largely  on  its  a» 
ity  to  motivate  prospl- 
tive  donors.  Last  yer, 
Sicily's  4  million  peoft 
produced  only  25  priB 
donors;  the  donation  rl 
for  southern  Italy  whe 
transplants  are  a  distant  phenomen|, 
was  just  a  quarter  that  of  the  restlf 
Italy.  In  order  to  justify  costs,  says  S» 
gio  Curtoni,  director  of  Italy's  biggi 
transplant  coordination  center,  Tuil- 
based  airt,  the  new  Sicilian  operatli 
must  perform  at  least  60  organ  trai- 
plants  per  year.  Now,  he  says,  "the  ni» 
bers  are  just  too  small 
But  look  at  it  from  A- 
moff's  perspective.  E* 
if  Sicily  produces  justn 
donors  a  year,  that  tral- 
lates  into  25  livers,  m 
hearts,  50  lungs,  andfc 
kidneys.  And  once  Sil- 
ians  see  their  organs  sl- 
ing lives,  they'll  be  me 
likely  to  fill  out  dome 
cards.  Mayor  Orlando  I 
ready  has  done  so.  Jm 
the  Cardinal  of  Palerrl, 
Salvatore  Pappalardofe 
towering  local  figure,  rm 

Hnnct  Polprmn'c  is  pressing  for  donati<l 
UUUdl  1  dlCllllU  d  in  his  homilies.  Rom| 

predicts  a  veritable  *■ 
gan  boom,  topping  W 
donors  per  year. 

It  may  be,  thoui, 
that  the  transplant  bi* 
ness  is  driven  by  less  calculated  deml- 
strations.  In  1994,  an  8-year-old  An* 
ican  boy,  Nicholas  Green,  was  shot  m 
killed  by  bandits  while  traveling  w« 
his  family  in  Italy.  His  parents  donafl 
the  child's  organs,  which  saved  ItalB 
lives  and  touched  the  entire  natioi* 
spurring  a  rash  of  donor  cards  in  If 
north  of  the  country.  "The  Nichofc 
Green  effect,"  Italians  call  it — a  cyclelf 
tragedy,  generosity,  and  rebirth.  Cn 
upmc  replicate  that  in  Palermo? 

By  Stephen  Baker  in  Pittsburgh,  wh 
Monica  Lanier  in  Rome 


care  revived 
Pittsburgh's 
economy-and 
figure  the  Pitt 
project  can 


fortunes 
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The  airline  business  is  one  of 
the  most  competitive  on  earth. 
So  to  ensure  their  continued  suc- 
cess, KLM  Royal  Dutch  Airlines 
brought  Computer  Associates 
onboard. 

With  CA,  KLM  can  take 
advantage  of  the  world's  most 
advanced  client/server  financial 
software:  CA-Masterpiece  /2000. 

As  Executive  Vice  President 
and  Corporate  Controller.  Hans 
Bruggink  says,  "KLM  is  an  inter- 
national business 
with  offices  all 
over  the  globe. 

So  we  needed  financial  software 
that  was  multi-language  and 
multi-currency.  In  both  cases, 
Masterpiece  fit  the  bill." 

What's  more,  Bruggink 
appreciates  the  fact  that 
Masterpiece  operates  in  "real- 
time',' giving  his  staff  immediate 
access  to  the  information  they 
need  right  from  their  PCs. 

Perhaps  best  of  all, 
Bruggink  says,  CA  and  KLM 
worked  together  to  customize 
Masterpiece  to  precisely  fit  their 
needs:  "CA  made  sure  they  had 
all  the  input  they  needed  to  tailor 
Masterpiece  to  our  specific 
requirements.  And  the}'  continue 
to  refine  the  software  to  keep  up 
with  the  new  demands  of  our 
business." 

Sounds  like  a  good  partner- 
ship. "Flying  sky  high',' says 
Bruggink.  Spoken  like  a  true 
airline  executive. 


Computer  Associates  international.  Inc.,  Islandia.  NY  117887000  1-800-225-5224.  All  product  name*  referenced  herein  are  trademarks  of  their  respective  companies 
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MR.  NICE  GUY 
WITH  A  MISSION 

How  Ray  Gilmartin  is  changing  Merck's  turf-conscious  culture 


When  Raymond  V.  Gilmartin,  the 
amiable  new  Merck  &  Co. 
chief,  sat  down  with  each  of 
the  company's  top  40  or  so  ex- 
ecutives for  get-acquainted  sessions  two 
summers  ago,  the  agenda  seemed  ob- 
vious. An  outsider  to  both  Merck  and 
the  pharmaceutical  business,  Gilmartin, 
previously  head  of  medical-gear  maker 
Becton  Dickinson  &  Co.,  humbly  admit- 
ted he  had  lots  to  leam.  "What  do  you 
think  are  the  major  issues  we  need  to 
resolve?"  Gilmartin  diligently  asked  each 
manager,  and  "If  you  had  my  job,  what 
would  you  focus  your  time  on?" 

What  was  less  obvious  was  that  the 
unassuming  Gilmartin — a  man  who  ac- 
tually blushes  when  complimented — was 
auditioning  each  manager.  The  roles  to 
be  filled:  slots  on  the  dozen-member 
management  committee  he  was  assem- 
bling, a  broad-based  group  that  would 
end  Merck's  longstanding  leadership  by 
a  tiny  cadre.  One  executive  recalls  that 
his  one-on-one  with  the  new  boss  lasted 
two  hours  and  involved  plenty  of  give- 
and-take.  By  the  time  Gilmartin  had  fin- 
ished the  interviews, 
"I  was  able  to  put 
people  in  place  that 
the  rest  of  the  orga- 
nization said:  'Ab- 
solutely, they're  the 
right  people,' "  says 
the  ceo. 

He  comes  across 
as  warm  and  even 
earnest,  but  Gilmar- 
tin, a  onetime  man- 
agement consultant, 
is  also  surprisingly 
shrewd.  And  in  his 
nearly  2'A  years  at 
Merck,  he  has  delib- 
erately gone  about 
fostering  a  new  at- 
mosphere of  colle- 
giality  at  the  $19.8 
billion  drugmaker. 
Without  criticizing 


CEO  GILMARTIN'S 
CHECKLIST 


Foster  teamwork  and 
boost  morale 

S^Halt  exodus  of  top 
managers 

[^Shepherd  major  drug 
introductions 


□ 


□ 


□ 


Raise  profit  growth  to 
match  or  surpass  peers 

Keep  sales  up  after 
major  patent  expirations 
in  1999-2000 

Make  $6.6  billion  invest 
ment  in  Medco  pay  off 


his  predecessor,  the  much  admired 
physician-CEO  P.  Roy  Vagelos,  Gilmartin 
has  quietly  dismantled  the  turf-con- 
scious, defection-ridden  culture  Vagelos 
left  behind.  He  has  managed  to  hang 
on  to  respected  research  chief  Dr.  Ed- 
ward M.  Scolnick,  who  vied  for  his  job, 
and  innovative  Chief  Financial  Officer 
Judy  C.  Lewent,  a  favorite  of  head- 
hunters.  And  he  has  restored  morale  in 
the  ranks  with  such  gambits  as  regular 
breakfast  meetings  with  staffers. 

Before  Gilmartin  arrived  in  June,  1994, 
Merck,  once  Wall  Street's  darling,  was 
stumbling  badly,  and  "a  bunker  mentali- 
ty" had  taken  hold,  says  a  former  exec- 
utive. Hobbled  by  uncertainty  about  who 
would  succeed  Vagelos  when  he  retired 
in  November,  Merck  was  also  wrestling 
with  the  ascendancy  of  managed-care 
drug  buyers,  even  as  the  early  Clinton 
White  House  threatened  price  controls. 
Then,  in  1993,  Merck  shelled  out  $6.6 
billion  for  Medco  Containment  Services 
Inc. — a  still  unproven  plunge  into  man- 
aging drug  benefits.  The  company's  most 
highly  touted  new  drug,  the  prostate- 
shrinking  Proscar,  was 
falling  vastly  short  of 
expectations.  Sales 
growth  slipped  into 
single  digits,  earnings 
tumbled,  and  Merck's 
stock  plunged  from  a 
high  near  57  in  Janu- 
ary, 1992,  to  28%  in 
April,  1994. 

Gilmartin  stepped 
from  the  triumph  of  a 
turnaround  at  far 
smaller  Becton  Dick- 
inson into  the  mael- 
strom at  giant  Merck. 
Betting  that  a  clear 
chain  of  command  and 
an  explicit  strategy 
would  end  the  staffs 
lingering  unease,  he 
rapidly  assembled  his 
management  commit- 


tee. True,  he  risked  alienating  thoseie 
passed  over.  But  as  a  ceo,  he  says,  "m 
make  unpleasant  decisions  all  the  tint: 

Indeed,  Gilmartin  bristles  at  m 
thought  that  he's  a  mere  Mr.  Nice  (M 
"  'Nice  guy'  sort  of  implies  that  yk 
want  to  get  along,  have  camaradefl 
make  everybody  happy.  That's  not  ft 
way  I  operate,"  says  the  55-year-l 
electrical  engineer.  "The  way  I  do  opl 
ate  is  to  be  receptive  to  other  peopp 
ideas  and  to  basically  respect  what  t» 
do.  I  get  a  lot  in  return." 

At  Merck,  what  he  has  gotten  is  pi- 
formance.  In  the  latest  full  quarlf. 
Merck's  net  income  hit  $1  billion— jp 
28%  over  the  third-quarter  profit!, 
1994,  soon  after  Gilmartin  arrivjp. 
Third-quarter  sales  over  the  two  yeft 
climbed  28.7%,  to  $4.98  billion.  Full-yt 
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i  Where  you  want  the  contest  is  not  among 
eople  but  among  ideas.  It's  very  important 
)r  people  to  be  able  to  challenge,  to  be 

ery  open  if  —  Raymond  v.  gilmartin,  Merck &co. 


it  income  for  1996  is  expected  to  be 
'%  higher  than  for  1994,  while  annual 
les  show  a  32%  rise.  Most  dramatical- 
investors  have  vaulted  Merck's  stock 
Dm  30%  on  June  8,  1994,  the  day  he- 
re Gilmartin's  appointment,  to  a  high 
80%  on  Nov.  11.  This  increase,  nearly 
12%,  set  the  pace  for  the  Standard  & 
x>?s  index  of  major  drug  stocks,  which 
is  climbed  about  156%  since  mid-1994. 


Without  question,  the  key  force  driv- 
ing Merck's  recent  performance  was 
gathering  strength  before  Gilmartin  took 
charge.  In  the  18  months  after  he 
joined,  Merck  introduced  a  record  eight 
drags,  all  of  which  had  been  in  devel- 
opment for  years.  Among  them  are  the 
aids  treatment  Crixivan,  the  osteoporo- 
sis drug  Fosamax,  and  the  antihyper- 
tensive Cozaar.  Analysts  estimate  that 


the  eight  will  account  for 
about  $1.18  billion  in  sales — 
roughly  10%  of  Merck's  drug 
sales — in  1996.  Joking  that  his 
main  accomplishment  was 
smartly  timing  his  arrival, 
Gilmartin  freely  gives  credit 
for  these  drugs  to  research 
chief  Scolnick. 

What  Gilmartin  gets  credit 
for  is  having  enough  skilled 
managers  left  to  shepherd  the 
drugs'  launches.  In  the  year 
before  he  was  hired,  Merck 
began  losing  talent  at  an 
alarming  rate.  Two  aspirants 
to  the  ceo's  job — President 
Richard  J.  Markham  and  man- 
ufacturing chief  John  L. 
Zabriskie — left  for  rivals.  A 
third,  Merck-Medco  Managed 
Care  Inc.  head  Martin  J. 
Wygod,  went  to  a  small 
health-care  acquisition  firm. 
Three  months  after  Gilmar- 
tin's arrival,  two  other  con- 
tenders, Executive  Vice-Pres- 
idents Jerry  T.  Jackson  and 
the  late  Francis  H.  Spiegel 
Jr.,  retired. 

EXODUS.  To  calm  the  roiled 
waters  and  stem  the  exodus, 
Gilmartin  has  employed  a  se- 
ries of  team-building  strate- 
gies intended  to  promote  a  co- 
operative spirit  and  eliminate 
back-stabbing  and  jockeying 
for  power.  "Everyone  recog- 
nized right  away  that  was  not 
a  successful  personal  strate- 
gy," he  says  dryly. 

With  twelve  members,  the 
management  committee  he 
put  together  is  twice  the  size 
of  Vagelos'  so-called  chair- 
man's staff.  Gilmartin  tapped 
sales  managers  in  Europe  and  Asia,  vet- 
erinary and  vaccine  division  leaders,  a 
top  Medco  executive,  and  chiefs  from 
manufacturing,  finance,  and  law.  He 
wanted  broad  participation,  he  says,  be- 
cause that  way,  "you  only  have  to  make 
the  decisions  once." 

To  develop  rapport  among  the  team's 
members,  Gilmartin  took  them  away  for 
a  three-day  shirt-sleeves  retreat  in  Oc- 
tober, 1994 — a  departure  for  rigidly 
hierarchical  Merck.  Gilmartin,  who  spent 
eight  years  as  a  consultant  with  Arthur 
D.  Little  early  in  his  career,  thinks  off- 
site  meetings  break  down  barriers  and 
build  mutual  confidence.  "What  goes  on 
during  the  breaks  and  during  the  din- 
ners or  lunches  is  often  just  as  impor- 
tant" as  what  goes  on  in  the  meetings, 
he  says.  For  instance,  over  cocktails 
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and  dinner  at  Merck's  third  such  re- 
treat, held  last  June,  Scolnick  and  sales 
executives  settled  on  a  process  for  eval- 
uating thugs  developed  outside  the  com- 
pany that  Merck  might  want  to  license. 
Insiders  say  that  back  at  the  office,  time 
pressures,  hidden  agendas,  and  worries 
about  turf  might  have  scuttled  the  idea. 

To  lay  to  rest  uncertainty  about 
Merck's  direction,  one  of  the  manage- 
ment committee's  first  acts  was  to  com- 
pose a  mission  statement  affirming  that 
Merck  would  remain  a  research-driven 
pharmaceutical  company,  eschewing  di- 
versification. Backing  up  the  words, 
Gilmartin  quickly  shut  down  a  generic- 
drug  operation  and  has  since  sold  off 
more  than  $1  billion  in  assets,  including 
the  Calgon  Vestal  Laboratories  and  Kel- 
co  specialty  chemicals  businesses  and  a 
managed  mental-health-care  unit.  He 
told  Wall  Street  that  Merck  was  not 
looking  for  major  acquisitions.  Although 
it  was  the  world's  biggest  drugmaker 
from  1985  to  1993,  mergers  have  thrust 
it  behind  Britain's  Glaxo  Wellcome  PLC 
and  Switzerland's  Novartis,  in  a  third- 
place  tie  with  Germany's  Hoechst  Mar- 
ion Roussel.  But  a  merger  would  be  "a 
distraction,"  Gilmartin  says. 

Gilmartin's  understated  style  seems 
rooted  in  his  modest  beginnings.  He 
grew  up  on  Long  Island,  in  Sayville, 
N.  Y.,  where  his  sister  and  brother  still 
live.  His  father  was  a  construction  field 
superintendent.  Gilmartin  earned  his  bs 
in  electrical  engineering  from  Union  Col- 
lege in  Schenectady,  N.  Y,  in  1963,  then 
spent  three  years  as  a  development  en- 
gineer at  Eastman  Kodak  Co.  before  en- 
tering Harvard  B-school.  After  eight 
years  with  Arthur  D.  Little,  he  joined 
Becton  in  1976  as  vice-president  for  cor- 
porate planning.  Named  president  in 
1987,  ceo  in  1989,  and  chairman  in  1992, 
Gilmartin  says  he  was  expecting  to  spend 
the  rest  of  his  career  at  Becton  when 
headhunters  for  Merck  came  calling. 

Gilmartin  says  his  late  father  helped 


OSTEOPOROSIS  TEAM:  A  global  strategy  for  the  drug  Fosa  max 


shape  his  mild  manner.  "He  said  people 
who  have  a  need  to  tell  you  how  tough 
they  are  you  never  have  to  worry 
about,"  Gilmartin  recalls.  "The  people 
that  are  really  tough  never  have  to  tell 
you  that." 

In  addition  to  participating  in  the 
health-care  industry's  most  influential 
lobbying  gmups,  Gilmartin  is  volunteer 
chairman  of  little  Valley  Hospital  in 
Ridgewood,  N.  J.,  a  job  he  says  offers  "a 
front-row  seat  on  how  changes  in  the 
health-care  system  affect  a  431 -bed  com- 
munity hospital."  Gilmartin's  ties  to  Val- 
ley also  reflect  his  roots  in  Ridgewood, 


the  cozy  upper-crust  town  where  he  ai 
Gladys,  his  wife  of  31  years,  settled  I 
1976  and  raised  their  three  children.  I 
Gilmartin  still  tools  around  town  in  J 
old  Buick  station  wagon,  though  he  J 
cently  treated  himself  to  a  new  JeJ 
Cherokee.  He  is  an  occasional  skier  aJ 
has  a  summer  home  in  Maine,  whel 
he  owns  a  28-foot  sailboat  with  a  frieJ 
because  "it's  hard  to  justify  somethis 
out  there  at  the  mooring  that  you'l 
not  spending  much  time  sailing."  A  rel 
ular  at  Ridgewood's  800-member  3 
Elizabeth's  Episcopal  Church,  he  ftfl 
quently  lingers  at  coffee  hour.  "Yd) 
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When  looking  for  oil 


DOWN  HERE,  IT  HELPS  TO  HAVE  TECHNOLOGY 
THAT  OPENS  YOUR  EYES. 
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Put  your  hands  over  your  eyes.  Now  look  for 
oil.  That's  what  its  like  looking  for  oil  located 
below  salt  layers  as  thick  as  5,000  feet  in  the 
Gulf  of  Mexico.  But  recently,  we  found  a  way  to 
see  through  these  layers.  We  combined  inno- 
vative thinking  with  advanced  3-D  seismic  tech- 


nology to  make  the  Gulfs  first  commercially 
successful  sub-salt  oil  discovery  A  break- 
through that  was  due  not  so  much  to  improved 
eyesight,  as  to  vision.  At  Phillips,  that's  what  it 
means  to  be  The  Performance  Company  ^sIMfr 
PHILLIPS  PETROLEUM  COMPANY  & 


For  a  copy  of  our  annual  report,  call  918-661-3700.  Or  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  74004. 
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would  have  no  idea  that  Ray  is  the  head 
of  a  major  corporation,"  says  the  rector, 
Reverend  John  G.  Hartnett.  "His  is  a 
genuine  and  deep  humility."  Nonethe- 
less, Gilmartin  does  often  critique  his 
sermons,  sometimes  after  bouncing  the 
minister's  ideas  off  his  chauffeur. 
(Gilmartin,  who  disdains 
most  trappings  of  office,  says 
he  agreed  to  be  driven  to 
and  from  work  because  it 
gives  him  time  to  catch  up 
on  his  "homework.") 
RADICAL.  Perhaps  the  most 
radical  aspect  of  Gilmartin's 
approach,  for  Merck,  is  his 
creation  of  "worldwide  busi- 
ness strategy  teams,"  each  fo- 
cused on  a  key  disease.  The  teams  bring 
together  executives  from  areas  as  di- 
verse as  finance,  manufacturing,  and  mar- 
keting to  assess  everything  from  drugs' 
production  costs  to  market  potential. 

Take  the  13-member  osteoporosis 
team,  led  by  Treasurer  Caroline  Dorsa. 
The  group  oversees  worldwide  doctor- 
education  programs  and  advertising  to 
show  that  Fosamax  curbs  fractures  in 
afflicted  women.  The  team  is  involved  in 
efforts  to  win  government  approval  of 
expanded  claims  for  the  drag.  And  it 


RAYMOND  V.  GILMARTIN 

BORN  Mar.  6,  1941,  Sayville,  N.Y. 

EDUCATION  B.S.,  electrical  engineer- 
ing, Union  College,  1963;  MBA, 
Harvard  B-school,  1968. 

FAMILY  Married  31  years, 
three  adult  children. 

INTERESTS  Skiing,  sail- 
ing, tennis.  Reads  "Tom 
Clancy-type  stuff."  Active 
in  his  church. 

CAREER  Eastman  Kodak, 

1963-66.  Development 
engineer. 
Arthur  D.  Little,  1968-76. 
Management  consultant. 
Becton  Dickinson,  1976-94. 
Named  president  in  1987,  CEO  in 
1989,  chairman  in  1992. 
Merck,  1994-.  Joined  as  president 
and  CEO  in  June,  1994,  named 
chairman  in  November,  1994. 

will  track  the  progress  of  follow-on 
drugs.  The  aim  is  a  "coordinated  global 
strategy"  to  attack  the  disease,  explains 


Dorsa,  who  says  her  team  has  "unft 
tered  access  to  Ray  and  to  his  grout 

As  they  delve  into  ills  ranging  fro 
high  cholesterol  to  prostate  disease,  t 
teams  are  supposed  to  help  Gilma 
and  his  management  committee  mal 
better  research,  manufacturing,  and  m 
keting  decisions.  Already,  insiders  s 
the  teams  are  a  big  improvement  ov 
the  days  when  responsibilities  for 
veloping,  marketing,  and  tracking  s 
of  drugs  were  compartmentalized.  H 
they  existed  earlier,  they  might  ha 
averted  some  missteps.  If  a  team  h 
worked  on  Proscar,  for  instance,  it  mi 
have  held  out  for  two-year  studies 
the  drag's  efficacy  after  evidence  from 
yearlong  review  proved  thin.  Says  Sc< 
nick:  "We  would  have  ended  up  with 
much  stronger  drug  at  launch."  As 
is,  Merck  has  made  Proscar  a  $465  m 
lion-a-year  seller  and  plans  to  build 
that  with  Propecia,  a  version  that 
ploits  a  fortuitous  side  effect — promotii 
hair  growth  in  balding  men. 

At  every  turn,  Gilmartin  push 
staffers  to  air  problems  and  deba 
without  regard  for  hierarchy — and  wit 
out  getting  personal.  "Where  you  wa 
the  contest  is  not  among  people  bj 
among  ideas,"  he  says.  "It's  very  ii 
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1997  Business  Week  Planner. 
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SCOLNICK:  The  research  chief  was  Gilmartin's  rival  for  the  top  job 


portant  for  people  to  be  able  to  chal- 
lenge, to  be  very  open."  It  was  not  only 
for  symbolic  reasons  that  he  unlocked 
the  doors  to  the  executive  suite  at 
Whitehouse  Station  (N.J.)  headquarters. 
Giving  top  executives  autonomy  to 


lead  their  domains  has  helped  Gilmartin 
win  the  loyalty  of  people  often  pursued 
by  other  companies,  cfo  Lewent,  for  ex- 
ample, is  highly  regarded  for  building  a 
team  than  can  handle  most  of  Merck's 
mergers-and-acquisitions  and  joint-ven- 


ture work.  While  insisting  that  "to  \  \ 
cfo  at  Merck  is  the  highest  honor  I  cs  \ 
think  of,"  she  says  she's  happy  Gilmart: 
has  asked  her  to  oversee  "Merck's  vei 
tures  with  DuPont,  Johnson  &  Johnso 
and  Astra.  Scolnick  says  he  doesn't  r 
gret  being  passed  over  for  Gilmartiii  112 
job.  "The  company  is  far  better  off  haw 
ing  him  as  ceo  and  me  as  head  of  rj»* 
search,"  he  says.  It  doesn't  hurt,  he  coft5« 
cedes,  that  nonscientist  Gilmartin,  unkT. 
Vagelos,  is  "completely  dependent"  cfc; 
Scolnick's  judgments  on  lab  matterjfis 
"He's  delegated  to  me  . . .  and  my  ri** 
sponsibility  is  to  make  sure  that  I  con 
through  for  him." 

Not  long  after  issuing  its  misskF^i 
statement,  Gilmartin's  management  cor^, 
mittee  laid  out  some  ambitious  ftnancill 
goals  that  Merck  has  so  far  failed  ^ 
reach.  Merck  will  again  become  a  "to  L, 
tier  growth  company,"  the  plan  saypt' 
performing  among  the  top  25%  I 
health-care  companies.  In  1995,  howevtj 
net  income  and  sales  rose  just  11%, 
$3.3  billion  in  gains  on  $16.7  billion 
sales,  while  rival  Pfizer  Inc.'s  profil^jj 
rose  22%,  and  j&j's  20%.  For  the  firj 
nine  months  of  this  year,  Pfizer's  ear 
ings  rose  23%,  and  j&j's  20.3%.  But  ev< 
though  Merck's  sales  shot  up  19%,  nl 
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hey  all  have  different  P  C  f  S  O  H  3  I  i  t  i  e  S 
but  they  share  the  same  br3in. 


The  best  Web  sites  and  intranets  today  have  one  thing 
:ommon:  a  back  end  by  Informix.  Because  savvy  com- 
lies  know  that  it  takes  a  dynamic,  scalable  database  to 
nage  rich  content  and  maintain  high  performance, 
it's  why  Informix  is  the  proven  database  of  choice  for 
:  hottest  sites  around  Maybe  your  Web  site  or  intranet 


could  use  Informix's  kind  of  brainpower,  too.  Call  us  at 
1-800-688-IFMX,  ext.  90  or  visit  us  at  www.informix.com 

for  more  information 

FJ  INFORMIX* 

The  Database  for  Cyberspace 


>6  Informix  Software.  Inc  All  rights  reserved  The  following  is  a  worldwide  trademark  of  Informix  Software,  Inc  ,  or  its  subsidiaries,  registered  in  the  United  States  as  indicated  by  ®,  and  in  numerous  other 
tries  worldwide  INFORMIX®  All  other  company  and  product  names  may  be  trademarks  of  their  respective  owners 


GIVE  MILLIONS 
OF  BABY 
BOOMERS  A 
REASSURING 
FINANCIAL 
FUTURE 

The  New  World  of 
Personal  Finance  . 

v  y 

A  Business  Week 
Special  Advertising  Section 


How  do  millions  of  baby  boomers 
plan  for  a  sound  financial  future? 
They  look  to  a  growing  range  of 
options  available  for  financial 
planning.  The  New  World  of 
Personal  Finance  will  help  them 
get  the  advice  they're  looking  for 
to  make  the  best  choices  possible. 

Don't  miss  this  opportunity  to  help 
more  than  6  million*  professionals 
gain  lifelong  security. 
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Peter  J.  Callahan 
Financial  Market  Manager 
Phone:212-512-3579 
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People 


Compared  with  the  bold  strokes  of  P.  Roy  Vagelos 
which  included  visionary  research  choices, 
Gilmartin's  efforts  are  mere  tinkering,  critics  say 


profits  rose  just  15%,  slowed  in  part  by 
spending  to  promote  new  drugs. 

Even  bullish  analysts  say  Gilmartin 
will  have  to  stretch  to  hit  the  goals.  As 
Merck  gets  bigger,  growth  is  bound  to 
slow,  says  NatWest  Securities  Corp.'s 
Jack  Lamberton.  After  this  year's  likely 
16%  earnings  increase  on  an  18.6%  sales 
rise,  he  expects  net  income  to  grow  just 
under  15%  in  each  of  the  next  two 
years.  He  thinks  sales  gains  could  slip 
back  into  single  digits  after  2000. 

Confronted  with  such  predictions, 
Gilmartin  turns  cool  and  terse.  Anyone 
forecasting  declining  growth  is  under- 
estimating the  prospects  for  Merck's 
new  chugs,  he  contends.  The  bone-build- 
ing Fosamax,  for  example,  is  expected 
to  rack  up  more  than  $200  million  in 
sales  this  year,  and  analysts  conserva- 
tively estimate  that  it  could  top  $800 
million  a  year  in  1999.  Moreover,  sever- 
al promising  medicines  in  the  pipeline — 
an  asthma  remedy,  a  migraine  drag,  and 
two  arthritis  treatments — could  go  far 
to  replace  sales  that  will  be  lost  when  a 
few  megasellers  go  off-patent  after  2000. 

To  keep  growth  rates  up,  Merck  must 
push  its  sales  efforts  into  overdrive.  Un- 
der Vagelos,  Merck  for  years  disdained 
wheeling  and  dealing,  sticking  with  sin- 
gle prices  for  all  buyers.  Gilmartin,  by 
contrast,  wines  and  dines  customers  and 
is  comfortable  and  flexible  with  them. 
PEACEMAKER.  It  was  during  his  18 
years  at  Becton  Dickinson,  especially 
his  five  years  as  ceo,  that  Gilmartin 
learned  how  to  meet  the  needs  of  cost- 
conscious  managed-care  buyers.  In  a 
tightfisted  environment,  Becton's  sales 
rose  44%  between  1988  and  1993,  to 
$2.5  billion.  Before  jumping  to  Merck, 
Gilmartin  had  long  been  scheduled  to 
meet  with  top  executives  of  Premier 
Inc.,  a  Chicago-based  1,800-hospital  buy- 
ing group.  The  meeting  took  place  on 
what  turned  out  to  be  his  first  evening 
as  Merck's  ceo,  and  he  turned  it  into  a 
peacemaking  session  between  Merck 
and  Premier,  which  had  been  unable  to 
agree  on  discount  terms  for  bulk  pur- 
chases. Since  then,  the  two  have  set  up 
a  five-year  deal  that  gives  Merck's  drags 
an  edge  over  rivals'  and  provides  cost 
breaks  of  up  to  $20  million  a  year  for 
Premier  hospitals. 

One  of  Gilmartin's  biggest  challenges 
is  making  the  $6.6  billion  purchase  of 


Medco  pay  off.  Medco,  which  broke; 
purchases  of  Merck's  and  other  make;' 
drugs  for  big  benefit-plan  buyers,  a 
counts  for  more  than  one-third  of  toil 
revenues.  It  currently  sells  more  thj 
$1  billion  a  year  of  Merck  drugs  aloi£ 
But  Alex.  Brown  analyst  Barbara  5 
Ryan  figures  Medco's  1996  profits  mi 
be  as  little  as  $700  million  before  taxi| 
Meanwhile,  Princeton  University  heall- 
care  economist  Uwe  E.  Reinhardt  sa'« 
Medco  must  earn  $900  million  annua,' 
after  taxes  for  15  years  for  Merck  ji 
begin  earning  a  return  on  its  $6.6  billii, 

Gilmartin  insists  that  buying  Med| 
was  a  smart  move  and  that  profits  aloj 
don't  tell  the  story.  Over  time,  he  saj 
Medco  will  continue  to  boost  Mercli 
market  share  and  better  equip  it  to  si 
drugs  to  a  world  dominated  by  msl 
aged-care  buyers.  At  best,  however,  \ 
will  be  late  in  Gilmartin's  tenure  befcS 
he  can  say  Medco  has  proved  its  wori 

Gilmartin's  critics,  including  some  ftl 
mer  Merck  staffers,  say  his  changa 
don't  go  deep  enough.  One  former  tj 
manager  thinks  he  should  do  away  wi| 
the  secluded  executive  suite  altogetj- 
er.  More  important,  some  defectors  cj 
Gilmartin's  efforts  mere  tinkering  na 
to  Vagelos'  bold  strokes,  winch  includl 
visionary  research  choices  and  pionets- 
ing  joint  ventures  as  well  as  the  pi^ 
chase  of  Medco.  Clateo  Castellini,  wa 
worked  for  Gilmartin  at  Becton  Dick» 
son  and  succeeded  him  there  as  CH 
endorses  the  view  of  Gilmartin  as  hi& 
ly  cautious.  Gilmartin,  he  observes,  "dl 
n't  make  his  career  by  advising  .  .  .  a 
gressive,  revolutionary  steps." 

Gilmartin  isn't  apologizing.  "Based 
the  prospects  we  have,  I  don't  see  ti 
need  for  bold  strokes,"  he  says 
Merck  hews  to  its  task  of  developi 
and  marketing  novel  medicines,  he  ma 
tains,  it  will  thrive.  "The  vision  of  tl 
company  was  established  decades  aj 
and  its  underlying  philosophies  wei 
extremely  successful,"  Gilmartin  sa; 
"They  will  work  every  bit  as  well 
the  future  as  they  did  in  the  past."  Cc 
sensus-builder  Gilmartin  may  like  to  c 
courage  open  debate.  But  with  Mer 
churning  out  important  new  medicin 
and  racking  up  consistent  gains,  he  is 
hearing  much  argument  just  now. 

By  Joseph  Wei 
in  Whitehouse  Station,  N. 
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food  for  thought 


Corn 
Crisps 

,  Nutrition  Facta 


You  won't  see  our  name  on 
any  of  these  labels. 

But  ADM  is  on  every  one — in  the  form  of  natural  food 
ingredients.  Next  time  you're  at  the  supermarket,  check  the  labels 
of  the  foods  you're  buying.  Chances  are  you'll  see  at  least  one 
ADM  ingredient,  such  as  citric  acid,  lactic  acid,  high  fructose  corn 
syrup,  sorbitol,  lecithin,  xanthan  gum,  wheat  gluten,  soy  protein, 
and  vitamin  C  to  name  a  few. 

These  ingredients  enhance  the  flavor,  texture,  performance, 
or  nutritional  value  of  many  of  the  foods  you  eat  every  day. 

So  while  our  company  logo  might  be  missing  from  the  label, 
our  value-added  ingredients  aren't. 


Supermarket  to  the  world 

http://www.admworld.com 


Finance 


HOW  TO  USE  THE 
NEW  INVESTMENT 
FIGURES  PAGE 

■  t's  a  steamy  stock  market  out  there,  rife  with  opportunity — 
I  and  danger.  That's  why  we  have  revamped  our  Investment 
I  Figures  of  the  Week  (page  189)  to  give  investors  new  tools  to 
I  monitor  the  markets  and  manage  their  money. 

One  new  feature  is  Bloomberg  Money  Flow  Analysis,  a  system 
that  tracks  every  trade  of  less  than  10,000  shares  in  exchange- 
listed  and  over-the-counter  stocks.  The  object  of  this  analysis  is 
to  find  stocks  whose  price  performance  is  weak  but  whose 
shares  are  being  snapped  up  nonetheless.  Those  stocks  can 
make  good  buys,  since  often  the  price  will  turn  and  follow  the 
money.  Conversely,  stocks  with  positive  price  performance  but 
negative  money  flows  may  be  headed  south. 

The  screen  works  like  this:  Suppose  1,000  shares  of  a  $25 
stock  trade  up  A  (25c),  and  on  the  next  trade,  200  shares  sell 
down  Vi,  and  on  the  third  trade,  200  shares  change  hands  as  the 
stock  falls  another  A.  For  the  three  trades,  the  shares  are  down 
Va,  but  more  money  has  flowed  into  the  stock  ($25,250)  than  out 
($9,950)  for  a  net 'inflow  of  $15,300.  If  this  pattern  is  repeated 
over  the  span  of  a  month,  the  net  inflow  can  run  into  the  mil- 
lions. The  greater  the  inflow,  the  more  likely  it  is  to  appear  on 
our  weekly  list. 

Earnings  are  an  important  driver  of  stock  prices,  and  so  are 
the  expectations  of  what  those  earnings  will  be.  Positive  sur- 
prises are  bullish  for  stocks;  negative  surprises,  bearish.  First 
Call  Earnings  Surprise,  a  new  feature  under  "Fundamentals," 
shows  how  much  better  or  worse  reported  quarterly  profits  are 
from  what  Wall  Street  analysts  were  anticipating.  This  week,  for 
instance,  that  figure  is  2.5%,  meaning  that  on  average,  earnings 
for  the  last  quarter  are  beating  expectations  by  2.5%.  The  Earn- 
ings Surprise  figure  will  appear  during  the  third  through  ninth 
week  of  each  quarter.  At  other  times,  as  in  the  example  (right  ), 
we'll  report  First  Call  Earnings  Revision,  which  will  show 
whether  analysts  are  raising  or  lowering  their  profit  forecasts  for 
the  next  earnings  period  and  by  how  much. 

We  also  increased  the  number  of  broader  market  barome- 
ters and  added  more  specialized  indexes.  One  such  index,  the 
Bloomberg  Information  Age  Index  under  "Markets  &  Sectors," 
consists  of  100  leading  U.  S.  companies  that  create  the  infra- 
structure and  content  for  our  digital  society.  Market  indexes  for 
Frankfurt,  Hong  Kong,  and  Mexico  City  have  also  joined  the  list. 
We  also  expanded  mutual-fund  leaders  and  laggards. 

There's  more  to  investing  than  stocks.  Consider  municipal 
bonds.  Bloomberg  Muni  Yield  Equivalents,  another  new  feature, 
takes  AAA  yields  in  the  tax-exempt  market,  compares  them 
with  U.  S.  Treasury  bonds  of  a  like  maturity,  and  computes  a 
taxable  equivalent.  For  example,  a  80-year  AAA  general  obligation 
bond  with  a  5.45%  yield  is  the  equivalent  of  7.90%  in  a  taxable 
bond.  That's  far  higher  than  the  6.44%  yield  on  the  30-year  U.  S. 
bond,  making  munis  an  attractive  buy  for  many  investors. 

By  Jeffrey  M.  Laderman  in  New  York 


FUNDAMENTALS 

The  S&P  500  dividend  yield  is 
the  combined  dividends  of 
the  companies  in  the  Stan- 
dard &  Poor's  500  divided  by 
the  "price"  of  the  index.  The 
price-earnings  ratio  of  the 
s&p  500  is  the  s&p's  price  di- 
vided by  the  earnings  per 
share.  Here,  it's  calculated 
two  ways.  In  the  first  calcu- 
lation, the  figure  used  for 
earnings  is  based  on  the  last 
12  months'  worth  of  reported 
earnings.  Some  investors 
prefer  to  use  a  p-e  that  looks 
ahead.  The  second  p-e  uses  a 
consensus  earnings  forecast 
for  the  12  months  ahead  that 
First  Call  Corp.  collects  from 
Wall  Street  analysts.  First 
Call  Earnings  Surprise  mea- 


t 

e.  n 


sures  how  much  better 
worse  reported  quarterl 
profits  are  from  the  ave 
of  what  investors  were 
pecting  prior  to  the  an- 
nouncement. This  figure 
culated  for  the  s&p  500 
companies,  will  be  publi: 
from  the  third  through  i  . 
week  of  the  quarter,  wh  ,  [ 
the  earnings  reporting  s 
son  for  the  quarter  just 
ed.  First  Call  Earnings 
sion  measures  the  perce 
change  in  the  consensus 
forecasts  for  the  s&P  50( 
companies  for  profits  th; 
will  be  announced  in  the 
next  reporting  period.  1 
figure  will  be  reported  f 

the  tenth  week  of  the  q  

ter  through  the  second 
of  the  subsequent  quart 


TECHNICAL  INDICATORS 

The  26-week  moving  aver- 
age of  the  s&p  500  mea- 
sures what  market  techni- 
cians call  momentum.  The 
moving  average  is  the  aver- 
age of  the  index  values  for 
the  most  recent  26  weeks. 
Trend  followers  buy  when 
the  S&P  500  rises  above  the 
moving  average,  and  sell 
when  it  falls  below.  The 
percentage  of  stocks  trad- 
ing above  their  26-week 
moving  averages  is  another 
momentum  indicator.  When 
this  figures  drops  below 
40%,  the  market  is  consid- 
ered oversold,  and  the  indi- 
cator reads  positive;  above 
70%,  negative;  and  between 
40%.  and  70%,  neutral.  The 
put/call  ratio  measures 


i 


speculative  sentiment, 
ratio  is  a  five-day  averJT 
of  total  trading  volume  » 
puts,  which  are  bets  th  | 
stocks  will  fall,  divided 
total  trading  volume  in  Pi 
calls,  which  are  bullish 
When  the  ratio  is  0.70  f> 
higher,  it's  positive  for 
stocks;  0.60  or  lower,  n& 
tive;  and  between  0.60  ^_ 
0.70,  neutral.  The  insidi  F 
seli/buy  ratio  is  calculal 
weekly  by  Vickers  Stoc 
Research  Corp.,  based  sT? 
sec  filings  by  "insiders'  - 
executives  and  director  i 
The  number  here  is  an  £ 
eight-week  average  of  1 
ratio  of  insider  sales  to 
chases.  When  the  figuri 
2.0  or  less,  it's  positive; 
or  more,  negative;  and 
tween  2.0  and  2.5,  neut 


f 


INTEREST  RATES 

The  graph  at  left  plots  the 
Lehman  Bond  Treasury  In- 
dex, a  measure  of  bond  per- 
formance. The  index  tracks 
a  portfolio  of  Treasury  secu- 
rities with  maturities  of  at 
least  10  years.  The  index 
measures  price  only,  not  in- 
terest income.  The  index 
value  was  1,000  on  Dec.  31, 
1980.  The  key  rates  show  a 


variety  of  yields  that  ai 
important  benchmarks, 
money-market  fund  yiel 
an  average  of  five  gene 
purpose,  taxable  money 
market  mutual  funds.  Tl 
6-month  CD  yield  is  bas 
on  an  average  of  rates 
fered  by  major  U.  S.  ba 
for  deposits  of  $100,000, 
more.  The  long-term  co 
rate  bonds  are  all  30-ye 
maturities. 
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IKETS  &  SECTORS 

Dow  Jones  industrial 
rage  is  an  average  of 
es  on  30  blue-chip 
is.  The  Standard  & 
r's  500,  graphed  on  the 

is  a  capitalization- 
2fhted  index,  as  are  the 
ir  S&P  indexes  shown 
i.  The  NASDAQ  OTC 
iposite  is  a  cap-weighted 
;x  of  some  5,200  over- 
counter-stocks.  The 
)mberg  Information  Age 
3X  is  a  cap-weighted 


index  of  100  stocks  designed 
to  track  companies  in  the 
information  business.  The 
Pacific  Stock  Exchange 
Technology  Index,  on  the 
other  hand,  is  a  price- 
weighted  index  of  the  top 
100  technology  stocks,  in- 
cluding biotechnology  and 
medical  technology.  The  for- 
eign market  indexes  shown 
here  are  cap-weighted,  ex- 
cept for  Nikkei  225,  which 
is  price-weighted,  and  the 
dax,  which  is  based  on  total 
return. 


GROUP  PERFORMANCES 

What's  hot?  What's  not? 
This  section  looks  at  the  in- 
dustry groups  that  are 
demonstrating  the  best  and 
worst  price  performance, 
both  on  a  short-term  (four- 
week)  and  longer-term  (52- 
week)  basis.  It's  an  indicator 


favored  by  some  investors. 
These  groups  are  all  subsets 
of  the  s&p  500.  No  foreign 
or  non-s&p  500  stocks  are 
included.  For  instance,  the 
oil-  and  gas-drilling  stocks, 
one  of  the  strongest  long- 
term  groups,  comprises  the 
drilling  companies  that  are 
in  the  s&P. 
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MONEY  FLOW  ANALYSIS 

Sometimes  stock-price  move- 
ments are  not  what  they 
seem.  For  instance,  if  1,000 
shares  trade  up  %  (25?)  and 
the  next  200  snares  trade 
down  Vi,  the  price  of  the 
stock  is  unchanged.  But  in  ef- 
fect, there's  a  net  inflow  of 
money  into  the  stock  of  800 
shares  times  the  price  of 
those  shares.  Bloomberg 
tracks  every  trade  less  than 
10,000  shares  in  the  listed 


and  otc  market  for  the  last 
month,  measuring  the  net 
flow  position  for  each.  The 
first  group  shows  stocks  with 
significant  buying  although 
the  stock  price  has  fallen. 
These  stocks  are  candidates 
for  a  rebound.  The  second 
group  shows  stocks  where 
significant  selling  has  taken 
place,  even  though  the 
stock's  price  behavior  does 
not  show  that.  These  stocks 
are  candidates  for  a  decline 
in  piice. 


MUNI  YIELD  EQUIVALENTS 

Many  investors  like  munici- 
pal bonds  because  the  inter- 
est income  is  free  from  fed- 
eral, and  in  some  cases, 
state  and  local  income  tax. 
But  that  doesn't  always 
make  them  a  better'  buy 
than  taxable  bonds.  This 
table  helps  turn  muni  bond 
yields  into  their  taxable 
equivalents  so  that  investors 


can  compare  them  with 
yields  on  U.  S.  Treasuries. 
The  calculation  assumes  the 
municipal  bonds  are  rated 
AAA  and  the  investor  is  in 
the  31%  federal  tax  bracket. 
The  higher  the  tax  bracket, 
the  more  attractive  munici- 
pal bonds  are  relative  to 
taxables.  These  calculations 
do  not  count  state  and  local 
taxes,  which  can  make  the 
munis  look  even  better. 


THIS  WEEK'S 
INVESTMENT  FIGURES  OF  THE  WEEK 
CAN  BE  FOUND  ON  PAGE  189 


MUTUAL  FUNDS 

This  section  monitors  equity 
funds.  Total  returns  are  cal- 
culated by  Morningstar  Inc. 
and  assume  reinvestment  of 
dividends  and  capital  gains. 
The  graphs  on  the  left  show 
average  returns  for  the  last 
four  and  52-week  periods 
compared  with  the  s&p  500 


(as  measured  by  the  Van- 
guard Index  500  fund).  Av- 
erage U.  S.  diversified  fund 
is  a  fund  that  invests  in  a 
broad  portfolio  of  securities 
and  mainly  in  the  U.  S.  mar- 
ket. All  equity  funds  include 
those  American  diversified 
funds,  as  well  as  funds  in- 
vesting outside  the  U.  S.  and 
specialty  funds. 
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ACQUION,  Inc. 

www.acquion.com 
Adobe  Systems  Inc. 
www.  adobe.com/?  BW 
Advanced  Micro  Devices 

www.amd.com 
Aetna 

www.aetna.com 

AirMedia 

www.airmcdia.com 

America  West  Airlines 

www.americawest.com 

The  American  Institute  of 

Architects 

www.aia.org 

American  Power  Conversion 

www.apcc.com 

The  American  Stock 

Exchange 

www.amex.com 
Ameritech 
www.ameritech.com 
AMP 

www.amp.com 

Andersen  Consulting 

www.ac.com 

Apple  Computer 

www.apple.com 

Arthur  Andersen 

www.ArthurAndersen.com 

AST  Computer 

www.ast.com 

AT&T 

www.att.com 

Bavarian  Ministry  for 

Economic  Affairs 

www.bavern.de 

Bayer 

www.bayer.com 
Bell  Atlantic 
www.bell-atl.com 
Cadillac 

www.cadillac.com 
Canon 

www.canon.com 

Canon  Computer  Systems 

www.ccsi.canon.com 


Chase 

www.chase.com 
Chevrolet  Motor  Division 

www.chevrolet.com/car 
Chrysler 

www.c  hrvslercorp.com/ 
Cisco  Systems 
www.cisco.com 
Cobra  Golf 
www.Cobradolf.com 
Compaq 

www.compaq.com 
Computer  Associates 
www.cai.com 
Consolidated 
Freightways,  Inc. 
www.cnt.com 
Credit  Suisse 
www.ska.com 
Delta  Air  Lines 
www.delta-air.com 
Deutsche  Telekom 
www.dtag.de 
Digital  PC 

www.windows.digital.com 
Diners  Club  International 
www.  dinersclub.com 
EIS  International 
www.surctind.com 
Ericsson 

www.ericsson.se/systems/gsm 

Exide  Electronics 

www.exide.com 

Federal  Emergency 

Management  Agency 

www.  tema.gov 

FedEx 

www.tedex.com 
Fidelity  Investments 
www.fid-inv.com 
Flexilnternational  Software 

www.tlexi.com 
Ford 

www.  tord.com/ 
France  Telecom 

www.tranceteleconi.coni 


Fujitsu 

www.tuiitsu.com 

Fujitsu  PC  Corporation 

www.fujitsu-pc.com 

Gateway  2000 

www.gw2k.com 

GE  Information  Services 

www.geis.com 

General  Motors 

www.gm.com 

Hewlett-Packard 

www.hp.com 

Hilton  Hotels 

www.hilton.com 

Hitachi 

www.hitachi.com 
Honda 

www.honda.com 
IBM 

www.ibm.com 
Imation 

www.imation.com 
Informix 

www.intormix.com 
Intel 

www.intel.com/ 
International  Institute  for 
Management  Development 

www.imd.ch/ 

INTERSOLV 

www.intcrsolv.com 

ITT  Hartford 

www.ittharttord.com 

The  Jack  Daniel  Distillery 

Tour 

www.inti.net/jack  daniels/ 
Janus  Funds 
networth.galt.com/janus 
rvingston  Technology 

www.kingston.com/ 
bw.htm 

Kinkos  Corporate 

www.kinkos.com 
Kodak 

www.kodak.com/ 
Lawson  Software 

www.Lawson.com 
Lexus 

www.lexususa.com 
Lincoln-Mercury 

www.lincolnmercury.com 
Lotus 

www.lotus.com 


Lucent  Technologies 

www.lucent.com 
MAG  InnoVision 

www.maginnovision.com 
Mail  Boxes  Etc. 
www.mbe.com 
MCI 

www.mci.com 

Mercedes-Benz 

www.  usa.  mercedes-benz.com 

Merrill  Lynch 

www.ml.com/ 

Microsoft 

www.microsoft.com/ 

MicroSolutions 

www.micro-solutions.com 

Mississippi  Department  of 

Economic  Development 

www.mississippi.org 

NCR 

www.ncr.com 

Netcom  On-Line 

Communication  Services 

www.netcom.com 

Norfolk  Southern 

www.nscorp.com 

Nortel  (Northern  Telecom) 

www.nortel.com 

Novell 

www.novell.com 
Ohio  Department  of 
Development 

www.ohiobiz.com 
Okidata 

www.okidata.com 
Omron  Corp. /North 
America 

www.omron.co.jp 
Open  Market 
www.openmatket.com 
Oracle  Corporation 
www.oracle.com 
Origin 

www.origin.nl/ 
PageNet 

www.pagenet.com 

PeopfeSoft 

www.  peoplesoft.com 

The  Principal  Financial  Group 

www.principal.com 
PSINet 
www.psi.net/ 
Raytheon 

www.raytheon.com 


Republic  National  Bank 

www.rnb.com 
Roberts  Express,  Inc. 

www.roberts.com 
Saab 

www.saabusa.com 
SAP 

www.sap.com 

SAS  Institute 

www.sas.com/ 

Charles  Schwab 

www.schwab.com 

Sequent  Computer  Systems 

www.sequent.com 

Sharp 

www.sharp-usa.com 
Siemens 

www.siemens.com 
SkyTel 

www.skytel.com 
Sprint 

www.spiint.com 

StorageTek 

www.stortek.com 

Sun  Microsystems 

www.sun.com 

Swissair 

www.swissair.com 
Symantec 
www.symantec.com 
Texas  Instruments 
www.ti.com 
Toshiba  America 
Information  Systems 
www.toshiba.com 
Toyota  Motors 
www.toyota.com 
T.  Rowe  Price 
www.troweprice.com 
Unisys 

www.unisys.com 
United  Airlines 

www.ual.com 
UPS 

www.ups.com 

U.S.  Robotics 

www.usr.com 

The  Vanguard  Group 

www.vanguard.com 

Wall  Street  Information 

www.natcorp.com/ir 

Wonderware  Corporation 

www.wonderware.com 
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Sun  designed  the  U 
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back  when  people 
thought  intranet 
was  a  typo. 
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ITUAL  FUNDS 


SMOOTH  SAILING  FOR 
IFFSHORE  FUNDS 

hy  this  $1  trillion  market  is  likely  to  keep  growing  strong 


Iffshore.  For  decades,  investors 
have  identified  the  term  with  se- 
cretive tax  havens,  usually  small 
islands,  frequented  by  the  ultra- 
vate  and  megarich. 
Today,  offshore  has  lost  a  lot  of  its  ca- 
it.  But  no  one  is  fretting.  As  many  of 
i  world's  stock  markets  boom,  offshore 
itual  funds  are  proliferating.  As  a  re- 
It,  less  well-heeled  doctors,  dentists, 
d  other  wealthy  professionals  living 
road  now  can  reap  the  benefits  of  in- 
sting  in  areas  levying  little  or  no  tax 
investment  income  and  offering  safety 
>m  political  and  economic  turmoil. 
Offshore  funds  these  days  are  also 
ing  run  in  other  than  such  traditional 
:ales  as  the  Channel  Islands.  Europe's 
lin  offshore  fund  centers  are  cities, 


especially  Luxembourg  and  Dublin, 
where  fund  assets  have  grown  50% 
since  1993.  All  told,  Standard  &  Poor's 
figures  mutual  funds  outside  the  U.  S. 
are  worth  some  $2.4  tril- 
lion  (chart),  double  what 
they  were  in  1990.  As 
much  as  half  of  that  is 
held  in  offshore  funds, 
which,  unlike  their  do- 
mestic counterparts,  are 
marketed  across  inter- 
national boundaries. 

The  family  of  offshore 
funds  is  likely  to  contin- 
ue growing  in  coming 
years.  For  one  thing,  as 
countries  across  the  in- 
dustrial and  developing 


GLOBAL  FUND  BOOM 


TOTAL  MUTUAL 
FUND  ASSETS 

■  U.S. 

■  REST  OF 
WORLD 


'90     '91     '92  '93 
A  TRILLIONS  OF  DOLLARS 

DATA:  STANDARD  &  POOR'S  CORP 


i  m 

world  try  to  cope  witn  overburdened 
state  pension  systems,  they  are  mov- 
ing toward  private  retirement  plans  run 
along  U.  S.  lines  and  based  on  mutual 
funds.  Further,  overseas  investors  from 
Hong  Kong  to  Hamburg  have  caught 
the  same  mutual-fund  bug  that  has 
swept  the  U.  S.,  and  there  is  no  sign  it 
is  abating. 

Offshore  funds  aren't  marketed  in  the 
U.  S.  because  their  sponsors  don't  choose 
to  register  them  with  the  Securities  & 
Exchange  Commission.  In  fact,  a  large 
number  of  fund  sponsors  refuse  to  take 
on  U.  S.  residents  out  of  fear  of  being 
obliged  to  submit  to  sec  scrutiny.  But 
some  Americans,  with  a  taste  for  the 
unusually  venturesome  strategies  of- 
fered by  offshore  man- 
agers, have  found  ways 
around  these  obstacles. 

Investment  advisers 
say  one  way  is  to  set  up 
brokerage  accounts  in 
Guernsey,  the  Cayman 
Islands,  or  other  havens 
through  special  compa- 
nies called  nominees.  For 
a  fee,  these  nominees  will 
buy  and  hold  offshore 
fund  shares  for  investors. 
And  one  German-owned 
investment  house  spe- 
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cializing  in  overseas  securities,  New 
York  Broker  Inc.  of  Fairfax,  Va.,  will 
help  clients  track  down  offshore  funds 
willing  to  accept  American  customers. 
The  firm's  president,  Catherine  Ayers- 
Rigsby  says  "we  consider  it  part  of  our 
service"  to  persuade  the  funds  to  pro- 
vide customers  with  tax  reports  accept- 
able to  the  Internal  Rev- 
enue Service  as  well  as 
hard-to-find  performance 
updates  and  prospectuses. 

For  the  most  part, 
however,  the  real  action 
in  offshore  funds  remains, 
well,  offshore,  where  a  fa- 
miliar band  of  global  mon- 
ey managers,  including 
Deutsche  Bank,  Robert 
Fleming,  Fidelity  Invest- 
ments, and  Chase  Man- 
hattan, are  fighting  it  out. 
In  fact,  U.  S.  money  man- 
agers rank  among  the 
most  ardent  players. 

Fidelity,  for  example,  recently  began 
pitching  no-load  funds  in  Germany  and 
Britain.  Boston's  John  Hancock  and 
Houston's  aim  Funds,  which  is  being 
acquired  by  Britain's  Invesco  PLC,  are 
setting  up  shop  in  Luxembourg  and 
Dublin,  which  has  pushed  to  build  mon- 
ey-management industries  to  help  spur 
local  employment.  Safra  Republic  In- 
vestments (U.  K.)  Ltd.,  a  London-based 
affiliate  of  Edmond  Safra's  Republic 
New  York  Corp.,  is  rolling  out  a  family 
of  21  offshore  funds  focusing  on  asset  al- 
location strategies. 

DECLINING  FEES.  U.  S.  firms  have  a  long 
way  to  go  before  they  can  even  come 
close  to  laying  claim  to  the  offshore  in- 
dustry, however.  Lipper  Analytical  Ser- 
vices Inc.  estimates  they  manage  only 
3.7%  of  the  mutual-fund  assets  held 
abroad.  But  the  allure  of  offshore  busi- 
ness is  still  compelling  for  managers  fac- 
ing intensifying  competition  and  declining 
fees  in  the  increasingly  crowded  Ameri- 
can market.  Says  Robert  B.  Milroy,  a 
Vancouver-based  financial  consultant  and 
author  of  The  Micropal  Guide  to  Off- 
shore Investment  Funds:  "You're  reach- 
ing saturation  in  the  U.  S.  Money  man- 
agers are  expanding  globally.  The  new 
horizon  is  Southeast  Asia  and  Europe." 

Some  U.  S.  managers  have  stuck  to 
selling  offshore  funds  that  are  mainly 
clones  of  ones  they  run  domestically. 
But  other  fund  sponsors  take  a  different 
tack.  Because  offshore  funds  don't  need 
to  heed  sec  rules  limiting  the  use  of 
leverage,  short-selling,  and  derivatives — 
a  principal  reason  why  they  aren't  sold 
in  the  U.  S. — managers  say  they  feel 
freer  to  pursue  more  aggressive  ap- 


proaches that  pose  higher  risks  than 
American  fund  investors — or  the  sec — 
might  be  willing  to  stomach. 

Take  Victor  Flores,  manager  of  San 
Antonio-based  United  Services  World 
Gold  Fund.  Marketed  to  U.S.  clients, 
the  domestic  fund  invests  largely  in  well- 
established  bullion  producers  and  is  up 
■  about  27%  this 
1  year.  But  offshore, 
j  Flores  runs  the 
I  U.  S.  Precious 

§ Metals  &  Natural 
Resources  Portfo- 
lio, a  Guernsey- 
based  fund  that 
bets  on  little- 
known  mining  out- 
I  fits  and  has  run  up 


many  smaller  competitors,  includtg 
Leveraged  Capital  Holdings,  a  $600  ;il- 
lion  offshore  fund  managed  by  the  i 
mond  de  Rothschild  Group  Internath-  ■ 
al  Funds  from  London  but  domicij, 
for  tax  and  regulatory  purposes,! 
Curacao.  Over  the  past  27  years,  Le\f  \  0 
aged  Capital  has  posted  a  15.3%  anm 
total  return — nearly  five  points  bet 
than  the  Standard  '&  Poor's  500-st 
index,  by  investing  in  hedge  funds  m 
aged  by  others.  Says  manager  Rick  I 
pher:  "We  have  an  incredibly  brc: 
mandate  because  we're  not  goven  ■ 
by  the  sec  or  anybody  else." 

The  success  of  so  many  offshore  m 
agers  prompted  business  week's  int*- 
national  editions  on  Nov.  11  to  launch  | 
exclusive  Scoreboard  on  the  world's 


UYou're  reaching  saturation  in 
the  U.S.  Money  managers  are 
expanding  globally.  The  new  horizon  is 
Southeast  Asia  and  Europe  J  J 

—  ROBERT  MILROY,  The  Micropal  Guide  to  Offshore  Investment  Funds 


a  spectacular  return  of  more  than  240% 
in  1996.  Flores  owns  such  companies  as 
Armada  Gold  Corp.,  a  Canadian-listed 
producer  run  by  an  Australian  geologist 
with  a  property  in  Siberia.  More  than 
90%  of  Flores'  offshore  portfolio  has  gone 
into  such  high-risk  investments,  against 
5%  in  his  more  staid  U.  S.  fund. 

George  Soros'  $5.4  billion  Quantum 
Fund,  which  relies  on  leverage,  deriva- 
tives, and  big  "macro"  bets  on  coun- 
tries, also  has  thrived  amid  the  offshore 
market's  investment  freedom.  So  have 

Offshore  Fund 
Winners 


12-MONTH 

FUND  NAME                              TOTAL  RETURN* 

REGENT  WHITE  TIGER 

143% 

INDOSUEZ  BANGLADESH 

134 

REGENT  BLUE  TIGER 

129 

REGENT  RED  TIGER 

111 

VONTOBEL  E.  EUROPE  EQUITY 

81 

OPPORTUNITY  BRAZIL 

78 

EASTERN  CAPITAL 

75 

FLEMING  FLAGSHIP  E.  EUROPEAN 

73 

SCHRODER  E.  EUROPEAN 

71 

ESSEX  HIGH  TECHNOLOGY 

55 

•Through  Oct.  3 1                        DATA:  MICROPAL  LTD. 

largest  offshore  equity  funds.  (T| 
Scoreboard  is  currently  available 
business  week  Online  at  America 
line.)  Modeled  on  BW's  long-runniij 
coverage  of  mutual  funds  in  the  U. 
the  offshore  Scoreboard  measures 
turns,  reveals  portfolio  holdings  and  e| 
penses,  and  provides  risk-adjusted  ra 
ings  singling  out  funds  that  ha*] 
produced  the  best  gains  with  the  lea 
volatility  over  the  last  five  years. 

By  BW's  reckoning,  the  stars  of  tl] 
past  12  months  have  been  funds  inves 
ing  in  the  postcommunist  economies 
Eastern  Europe  and  Russia  (page  IE 
where  spreading  reforms  have  buoye 
investors'  hopes.  But  not  surprising! 
many  of  the  best-rated  funds  over  th 
longer  run  were  those  that  have  stuc 
close  to  the  bull  market  on  Wall  Streel 

Take  Fleming  Flagship  Funds  Amei 
ican  and  jf  American  Growth,  two  esj 
sentially  identical  big-cap  funds  sold 
Em-ope  and  Asia,  respectively.  Manage 
by  Jonathan  Simon  of  Fleming  Capit 
Management  in  New  York,  each  talliei 
a  tidy  average  annual  return  of  23*5 
over  the  five  years  ended  Sept.  3C 
Right  now,  Simon  is  buying  shares 
Kimco  Realty  Corp.  for  his  funds,  whicf1 
invest  mainly  in  U.  S.  stocks.  A  real  es 
tate  investment  trust  that  runs  strij 
malls  in  the  Midwest  and  Florida.  Kim 
co  sports  a  comfortable  5.8%  yield. 

Solid  performance  this  year  has  helper. 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT 


ECISIONS  ARE  TOUGHER. 


IME  IS  CRITICAL 


ESOURCES  ARE  LEANER. 


ND  THE  BUCK  STOPS  WITH  YOU 


HYPE  JUST  WON'T  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. . .and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  www.sas.com/vision/ 


ft:«j'.;,-:  


M 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  trademark, 
of  SAS  Institute  Inc  Copyright©  1996  by  SAS  Institute  Inc 
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conceal  the  fact  that  in  general,  offshore 
funds  hit  their  investors  with  far  higher 
fees  and  expenses  than  funds  sold  in  the 
U.  S.  market.  One  manager  for  a  U.  S. 
life-insurance  company  says  his  profit 
margins  on  offshore  funds  are  easily  20% 
greater  than  those  he  sells  at  home. 
Why?  In  the  offshore  market,  competi- 
tion is  less  intense  and  toll-free  calling 
and  direct  mail  are  still  in  their  infancy. 
So  sponsors  still  can  demand  5%  loads, 
maintain  high  management  fees,  and  pass 
on  fees  levied  by  banks  for  holding  funds' 
assets  in  their  custody. 
SMALL  PRINT.  Peter  Jeffreys,  manag- 
ing director  of  London's  Fund  Research 
Ltd.,  estimates  that  the  average  Lux- 
embourg-based offshore  fund  has  an 
overall  expense  ratio  of  2%,  nearly  dou- 
ble the  average  for  funds  in  the  U.  S. 
But  that's  only  a  rough  guess.  With  no 
sec  to  demand  full  disclosure,  many 
sponsors  report  all  their  charges  in  the 
small  print  of  annual  reports,  if  at  all. 


Another  possible  reason  why  the  funds 
can  get  away  with  higher  expenses: 
They  don't  file  information  on  cus- 
tomers' income  and  capital  gains  with 
any  tax  authorities.  Instead,  they  rely 
on  the  willingness  of  investors  to  com- 
ply with  local  tax  laws.  "You'll  never, 
see  an  offshore  fund  producing  a  tax 
return  for  an  investor,"  concedes  the 
head  of  a  major  bank's  fund  group. 
"The  whole  industry  is  based  on  trying 
to  make  sure  investors  who  want  to 
avoid  taxes  can  do  so."  With  many  in- 
vestors thus  avoiding  taxes,  a  few  extra 
basis  points  in  fees  probably  never  even 
get  noticed. 

In  addition  to  falling  short  of  U.  S. 
standards  on  disclosing  fees  and  ex- 
penses, many  offshore  funds  are  also 
chary  of  making  detailed  quarterly  re- 
leases of  portfolio  holdings  and  trading 
activities.  Such  reporting  lets  investors 
compare  funds  more  easily  and  spot 
those  that  are  performing  better  or 


worse  than  those  with  similar  portH 
lios.  Industry  critics  contend  that  tfc 
lack  of  timely  reporting  made  it  easfi 
for  rogue  fund  managers  at  Jardifl 
Fleming  Securities  in  Hong  Kong  anda 
Deutsche  Morgan  Grenfell,  Deutsci 
Bank's  London  investment  banking  uri 
to  run  huge  irregularities  in  their  a] 
counts  before  being  snared  in  scandl 
over  the  summer.  Had  the  managed 
been  obliged  to  report  more  fully  ai 
frequently,  the  critics  contend,  alarii 
might  have  gone  off  earlier. 

Fortunately,  such  excesses  have  be! 
rare.  Indeed,  managers  at  several  fui 
groups  say  they  are  moving  towal 
U.  S.  standards  of  openness  as  investojj 
demand  more  information.  As  the  ol 
shore  industry  matures,  it  may  start  I 
resemble  its  big  U.  S.  brother,  even  p 
some  of  its  managers  still  prefer  to  tat 
more  chances  in  search  of  the  big  payof 

By  William  Glasgall  in  New  Yon 
with  Bill  Javetski  in  Paris 


TIGERS,  TIGERS,  BURNING  BRIGHT 


Regent,  which  manages 
some  $300  million  in 
Russian  equity  invest- 
ments, launched  White 
Tiger  in  September,  1994. 
By  the  following  June  it 
had  added  Red  and 
Blue — and  made  a  big 
bet.  President  Boris 


44We  can  repeat  this 
outperformance  next  . 

year....  Things  are  looking  a  hell  of  a  lot  more 

pOSitive  y  —  DOMINIC  BOKOR-INGRAM,  Regent  Kingpin  Capital 


When  Dominic  Bokor-Ingram 
tracks  down  hot  Russian 
stocks,  risks  are  part  of  the 
job.  Once,  he  was  taking  20 
investors  to  an  auto  plant  in  Sama- 
ra, 1,000  miles  southeast  of  Moscow. 
Just  after  the  group  boarded  a  char- 
tered jet  back  to  the  Russian  capi- 
tal, the  pilot  announced  that  an 
engine  was  dead.  As  flight 
attendants  rushed  out 
vodka  to  calm  passengers' 
nerves,  "a  local  guy  with  a 
toolbox,"  he  says,  showed 
up  to  fix  the  engine.  Then 
the  plane  lurched  down 
the  runway.  "I'm  usually  a 
relaxed  flier,"  grimaces 
Bokor-Ingram.  "But  I  was 
scared." 

Flying  scared  goes  with  Bokor-In- 
gram's  business — London-based  Rus- 
sia maven  for  Regent  Kingpin  Capi- 
tal Management  Ltd.  But  so  does 
flying  high.  Regent's  White  Tiger, 
Blue  Tiger,  and  Red  Tiger  funds  are 
among  the  best-performing  offshore 
equity  funds  of  the  past  year.  Over 
the  past  12  months,  they  turned  in 
returns  of  143%,  129%,  and  111%,  re- 
spectively, for  clients  who  could  come 
up  with  Regent's  $100,000  minimum 
investment.  Boasts  the  28-year-old 
Bokor-Ingram:  "We  can  repeat  this 
outperformance  next  year." 
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Yeltsin's  poll  ratings  were  in  the  sin- 
gle digits.  But  Bokor-Ingram  was 
convinced  Yeltsin  would  win  Russia's 
historic  presidential  election.  So  he 
and  his  partner  dived  into  blue  chips. 
By  the  time  Yeltsin  won  the  first 
round  of  the  vote,  shares  had  rallied 
35%.  The  Tiger  managers  quickly 
sold  a  quarter  of  their  holdings. 
Then,  when  a  rally  didn't  materialize 
as  expected  following  Yeltsin's  victo- 
ry and  stocks  fell  some  25%,  they 
jumped  back  in.  The  market  has 
nearly  regained  its  preelection  highs. 

Now  that  Yeltsin  has  successfully 
weathered  cardiac  bypass  surgery, 


Bokor-Ingram  believes  that  economic 
reforms  will  continue  and  that  Rus- 
sia's beleaguered  economy  will  turn 
around.  He's  focusing  on  telecom, 
power  generation,  and  energy  issues 
such  as  Gazprom,  the  natural-gas 
producer.  "Things  are  looking  a  hell 
of  a  lot  more  positive,"  he  says. 

Bokor-Ingram  concedes  that  plen- 
ty could  go  wrong  with  Russia's 
shaky  democracy,  and  he  warns  that 
"volatility  will  be  severe"  in  the  mar- 
ket. For  now,  though,  that  same 
market  is  bringing  him  impressive 
results. 

By  Bill  Javetski  in  London 

 ~| 


TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


Vision.  It  separates  the  leaders  from 
the  followers.  It's  also  given  Toshiba  a 
different  perspective  on  multimedia 
from  the  beginning.  This  unique  view 
has  enabled  us  to  breathe  life  into 
a  range  of  exciting  products  that  once 
existed  only  in  the  imagination.  We're 
proud  to  have  started  a  revolution 
that  will  help  to  define  the  future.  But 
it's  only  just  begun.  Get  ready  for 
the  ride  of  your  life. 


MPACT  is  a  trademark  of  Chromatic  Research,  Inc 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 
^^^^ 


Imagine  transforming  your  PC  into  a  robust 
entertainment,  information  and  communi- 
cations nerve  center.  A  place  where  thrilling 
3D  games  meet  spectacular  graphics. 
Movies  merge  with  music.  And  videophone 
and  faxing  capabilities  are  just  a  keystroke 
away.  Now  imagine  doing  it  all  with  just 
one  chip.  That's  what  the  new  MPACT™ 
media  processor  makes  possible.  Developed 
by  Toshiba  and  Chromatic  Research,  Inc., 
this  little  powerhouse  delivers  all  the 
advanced  functions  that  previously  required 
multiple  add-on  boards.  Amazed?  Don't  be. 
Just  call  1-800-879-4963. 


Toshiba  Multimedia 


Finance 


BONDS 


BRADY  BONDS:  ARE  THEY 
WORTH  THE  RISK? 

Your  principal  is  guaranteed-but  there's  a  real  downside 

Investors  in  stocks  have  reason  to  be 
proud  this  year.  Those  who  ignored 
the  bear  calls  last  January  and 
stayed  in  the  market  have  enjoyed  a 
healthy  22.5%  return,  as  measured  by 
the  Dow  Jones  industrial  average. 
Among  the  few  places  where  they 
would  have  done  a  great  deal  better 
was  the  exotic  world  of  emerging-mar- 
ket debt.  In  fact,  mutual  funds  that  spe- 
cialize in  developing-country  bonds  have 
shown  a  total  return  of  nearly  36%  for 
1996  so  far. 

The  fantastic  performance  was  the 
result  of  a  flood  of  institutional  money 
into  Brady  bonds  and  similar  instru- 
ments. Hungry  for  yield  in  a  year  when 
long-term  U.  S.  interest  rates  bounced 
tamely  within  50  basis  points  of  7%, 
bond-market  players  looked  far  and 
wide  for  extra  interest.  So  much  money 
flowed  into  dollar-denominated  Brady 
bonds,  the  most  popular  type  of  emerg- 
ing-market debt,  that  they  have  gained 
30%  in  value  since  March,  1996  (chart). 
These  days  they  are  yielding  only 
around  four  percentage  points  more 
than  U.  S.  Treasuries,  down  from  a  19- 
point  spread  in  early  1995.  Now,  some 
bond-market  pros  are  starting  to  warn 
that  average  Brady  yields  of  10%  or 
11%  may  be  way  too  low  to  compen- 
sate for  their  inherent  risk. 
highly  volatile.  Named  for  former 
Treasury  Secretary  Nicholas  Brady,  who 
invented  them  in  the  1980s,  these  bonds 
represent  the  restruc- 
tured bank  debt  of  Latin 
American    and  other 
emerging  nations  that 
overborrowed  from  U.  S. 
institutions.  Designed  to 
prevent  financial  melt- 
down for  lenders  and 
borrowers  alike,  Bradys 
are  normally  collateral- 
ized by  U.  S.  zero-coupon 
bonds  of  various  maturi- 
ties. That  means  princi- 
pal is  guaranteed,  but 
most  bonds'  coupons  are 
not. 

If  a  country  can't 
make  its  interest  pay- 


BRADYS  HAVE 
SOARED 
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ments,  investors  can  collect  100%  of 
their  principal  when  the  bonds  come 
due.  But  they  lose  out  on  interest,  and 
they  have  tied  up  their  money  for  years 
instead  of  putting  it  into  a  paying  in- 
vestment. And  because  the  bonds  no 
longer  pay  interest,  their  value  in  the 
secondary  market  plummets  to  only  a 
fraction  of  their  face  value.  This  market 
is  extremely  volatile,  reacting  to  moves 
in  U.S.  bond  prices  and  especially  to 
bad  news  from  emerging 
nations,   such   as  the 
Mexican  peso  devaluation 
of  1994. 

Hedge  funds,  insur- 
ance companies,  and  oth- 
er institutional  investors 
have  been  willing  to  take 
that  chance  lately.  Mean- 
while, the  managers  of 
the  17  U.S.  open-end 
mutual  funds  dedicated 
to  emerging-market  debt 
are  insisting  that  Brady 
bonds  have  gone  main- 
stream. Says  Susan  E. 
Gray,  co-manager  of 
Scudder,    Stevens  & 


Clark  Inc.'s  $325  million  Emerging  MB 
kets  Income  Fund:  "As  these  count™ 
develop  economically  and  political 
we're  getting  more  transparent  repoa 
ing.  That  makes  it  easier  for  individua 
and  professionals  to  analyze  the  storl 
Indeed,  many  money  managers  w 
gue  that  Bradys  are  much  safer  tha 
they  used  to  be,  as  the  decline  in  th« 
yields  suggests.  Ed  Vaimberg,  who  ml 
ages  Bear,  Stearns  &  Co.'s  $34  millft; 
Emerging  Market  Debt  Portfolio,  m 
clares  that  "Crew 
quality  overall  is  ifl 
atively    stable  i 
moving  highera 
Vaimberg  currenft 
has  82%  of  his  hoi 
ings  in  Brady  bon« 
One  Syosset  (N.B' 
retail  broker  wi 
advertises  BraA 
on  the  radio  as| 
good,  safe  choice  fe 
income  invest™* 

INVESTOR 
BEWARE 

Bradys  are 
vulnerable  to 
crises  like  the 
Mexican  peso 
devaluation 

says  that  Polish  debt,  for  example, 
graded  Baa — better  than  a  lot  of  U. 
junk  bonds. 

Yet  the  hot  money  that  has  fueled  t 
Brady  fire  may  go  elsewhere  in  comi 
months.  Although  Morgan  Stanley  &  ( 
chief  global  strategist  Barton  M.  Big 
says  that  "it's  still  a  favorable  envirc 
ment  for  these  instruments,"  he  halv 
his  position  in  emerging-market  de 
more  than  a  month  ago.  And  Mick 
Corbat,  head  of  emerging-market  ai 
high-yield  debt  sales  at  Salomon  Brothe 
Inc.,  believes  that  Bradys  remain  w 
nerable  to  external  shocks.  Says  Corb; 
"The  big  question  is,  what  political 
economic  event  will  come  along  to  unse 
the  market?" 

To  be  sure,  if  global  liquidity  sta 
high,  there  will  still  be  lots  of  mom 
chasing  high  yields  in  exotic  markei 
With  Europe  pursuing  monetary  unic 
institutional  investors  who  invest  abro; 
will  have  more  trouble  making  mom 
on  spreads  between,  say,  German  ai 
Spanish  debt.  But  considering  the  ris 
of  Bradys,  individual  investors  mig 
prefer  to  stick  closer  to  home. 

By  Joan  Warner  in  New  Yo\ 
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How  to  use  the  Web 
to  propel  your  business. 

AT&T  Easy  World  Wide  Web  ':  we  provide  the  power, 
you  pick  the  direction. 


hatever  business  you're  in,  AT&T  Easy  World  Wide  Web 
:ers  an  easy,  friendly  way  to  put  your  best  foot  forward 
the  online  environment,  so  you  won't  feel  like  a  duck 
,t  of  water! 

te  stop  shopping  for  a  global  Internet  presence 

'&T  Easy  World  Wide  Web  gives  you  a  hassle-free  end- 
end  solution,  from  implementing  to  managing  your 
tb  site,  so  you  eliminate  a  lot  of  the  headaches. 

i  help  you  dive  right  in,  we  provide  Web  site  creation 
dIs  and  access  to  training.  And  we  can  refer  you  t<  >  a 
im  of  professional  Web  developers  for  help  in  designing 
effective  site. 

»e  nettvork  reliability  you  expect  from  AT&T 

'&T  is  experienced  in  building  operations  infrastructures 
iu  can  depend  on.  And  to  keep  your  business  moving 
rward  with  the  Web,  we  provide  the  backup  systems 


and  technology  to  protect  your  site  from  becoming  over- 
loaded and  obsolete. 

Propel  your  business  with  a  leader  in 
electronic  solutions 

AT&T  Easy  World  Wide  Web  is  one  of  the  many  Internet 
products  we  offer.  As  your  Internet  needs  expand,  AT&T 
can  move  you  upstream  with  additional  enhancements. 

For  more  information  on 

AT&T  Easy  World  Wide  Web  call  toll-free 

1  800  7HOSTIN,  Dept.  1130 

Or  e-mail  us  at  telemark@attmaiLcom 
Or  visit  our  Web  site  at 
http://wtvu>.  att.  com/ easy  commerce/ 


19%  AT&T  All  rights  reserved 


AT&T 
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KLUGE:  His  com 

pany  may  split 
itself  in  two 


BY  GENE  G.  MARCIAL 

KLUGE'S  MOVES 
AT  METROMEDIA 

John  Kluge  amassed  billions  in  the 
'70s  and  '80s  by  buying  properties 
and  licenses  cheap — in  entertainment 
and  telecoms — and  then  selling  them 
off.  He's  at  it  again.  This  time,  he's 
doing  it  through  a 
rejuvenated  Metro- 
media International 
Group  (mmg) — the 
result  of  a  series  of 
mergers — of  which 
he's  chairman  and 
largest  shareholder, 
with  a  23%  stake. 

Analysts  say  the 
latest  moves  of 
Kluge  and  his  chief 
lieutenants,  Vice- 
Chairman  Stu  Sub- 
otnick  and  ceo  John  Phillips,  are  all 
the  more  intriguing  because  Metrome- 
dia's stock,  now  at  9,  is  way  below  the 
intrinsic  value  of  the  company's  assets. 
Analysts  put  Metromedia's  worth  at 
17  over  the  next  six  months  to  a  year 
and  at  30  to  35  in  two  years. 

One  near-term  attraction:  Metrome- 
dia may  split  in  two.  Some  investment 
pros  speculate  that,  before  yearend, 
the  company  will  sell  its  entertainment 
operations  and  focus  on  telecom.  "The 
film  library  alone  of  Orion  Pictures  [a 
movie  company  owned  by  Metromedia] 
is  worth  $10  a  share,"  figures  one  New 
York  money  manager.  Orion  has  a  li- 
brary of  2,200  movie  and  TV  titles. 

"The  recent  sale  of  mgm  Pictures  [to 
Kirk  Kerkorian]  for  $1.3  billion  points 
to  the  scarcity  val- 
ue of  leading  inde- 
pendent content 
providers,"  notes 
analyst  Mark  Man- 
son  of  Donaldson, 
Lufkin  &  Jenrette. 

One  California 
investment  manag- 
er says  at  least 
two  of  the  outfits 
that  lost  to  Kerkor- 
ian in  the  bidding 
for  mgm  have  made  " 
offers  to  acquire  Metromedia's  movie 
group.  Apart  from  Orion,  Metromedia 
also  owns  Motion  Picture  Corp.  of 
America,  a  film  producer  whose  credits 
include  Dumb  and  Dumber,  which 


SUBOTNICK: 

Watch  Kluge 
in  Europe 


m 

PHILLIPS:  Over- 
seas demand 
is  enormous 


grossed  $250  million; 
Samuel  Goldwyn 
Co.,  which  owns  850 
film  and  TV  titles; 
and  Landmark  The- 
atre Group,  leader 
in  specialized  movies 
and  art  films  in  the 
U.  S.,  with  more 
than  150  screens  in 
52  theaters. 

"Orion  may 
emerge  as  the  most 
attractive  acquisition 
candidate  for  any  large  media  player 
seeking  a  strategic  foothold"  in  films, 
says  Manson.  Unlike  mgm,  Orion  owns 
almost  all  ancillary  rights  to  its  film 
library,  he  notes. 

Metromedia's  telecom  business  has 
even  better  prospects  than  its  movie 
business,  analysts  note.  In  Eastern  Eu- 
rope, Russia,  and  China,  it  has  acquired 
licenses  and  properties  in  wireless  ca- 
ble systems,  paging  and  international 
toll-call  services,  trunked  mobile  radio 
systems,  and  radio  and  TV  stations. 

If  Metromedia  attains  Kluge's  vision 
and  becomes  the  dominant  telecom  com- 
pany in  Eastern  Europe  and  China,  "its 
value  could  quintuple  in  the  next  3  to  4 
years,"  says  Manson. 

Subotnick  thinks  telecoms  in  Europe 
and  China  are  where  Kluge  will  show 
his  investing  genius.  Phillips  notes  that 
because  of  the  enormous  demand  for 
phones,  radio,  and  TV  in  those  places, 
Metromedia's  assets  will  be  worth  $2 
billion  in  two  to  three  years. 


UNIPHASE:  AN  EVEN 
HOTTER  PHASE? 

Uniphase  (unph)  has  been  one  hot 
stock  this  year.  The  maker  of  laser 
components  and  high-powered  fiber-op- 
tic telecom  transmitters  started  '96  at 
16  and  is  now  at  54,  up  225%.  No  way 
it  can  keep  soaring,  right?  Investment 
manager  Phil  Lamoreaux  of  Lamor- 
eaux  Partners  in  Sausalito,  Calif.,  is 
convinced  that  the  stock  will  still  dou- 
ble in  12  to  18  months. 

His  faith  is  based  on  the  company's 
torrid  growth  in  its  sizzling  industry. 
Lamoreaux,  who  specializes  in  small- 
cap  growth  stocks,  figures  Uniphase  will 
make  $1.05  a  share  in  the  year  ending 
June  30,  1997,  on  sales  of  $116  million, 
and  $1.55  on  $168  million  in  fiscal  1998. 
It  made  67(2  on  $69  million  last  year. 

Lamoreaux  has  a  good  record  so  far 
this  year.  As  of  Nov.  13,  his  portfolio 


had  risen  41%,  compared  with  22%  fo} 
the  Dow  Jones  industrial  average  anjfc^ 
15%  for  Standard  &  Poor's  index  oil 
600  small-cap  stocks. 

Lamoreaux  notes  that  Uniphasej 
growing  list  of  satisfied  customers  irj 
eludes  Northern  Telecom,  General  Ir| 
strument,  and  Scientific-Atlanta.  At 
September  conference  of  MontgomerJ 
Securities,  director  of  research  Johj 
Skeen  said  Uniphase  was  his  best  siij 
gle  stock  idea.  The  stock  was  then 
44.  Adds  Lamoreaux:  "Uniphase  wij 
be  a  major  technology  company,  [and 
it  is  still  in  its  early  growth  cycle." 


OFFICEMAX  MAY  BE 
HUNTER-OR  PREY 

Although  OfficeMax  (omx)  has  beeil 
growing  at  a  fast  clip  and  meetinl 
the  Street's  expectations,  its  stock  haf 
been  in  a  funk.  Shares  of  the  deep-disi 
counter  office  supplier,  with  470  store! 
in  43  states,  have  tumbled  from  17  ii 
May  to  13.  What's  going  on? 

One  reason:  Some  shareholders  ex 
pect  it  will  make  an  acquisition  to  kee] 
up  with  leaders  Office  Depot  and  Sta 
pies,  which  in  September  agreed  ti 
merge.  That  combo  creates  a  company 
with  more  than  1,000  superstores  an( 
sales  of  $10  billion.  But  OfficeMax 
slump  has  some  money  managers  buy 
ing  in.  They  think  that  No.  2  OfficeMax 
will  be  the  next  target.  They  say  th< 
Staples-Office  Depot  deal  signals  a  con 
solidation  trend  that  will  continue. 

They  are  bet- 
ting that  a  big 
marketer  of  office, 
computer,  and  in- 
dustrial products 
in  the  U.  S.  and 
Europe  will  make 
a  move  for  Office- 
Max. These  mon- 
eymen  figure  Of- 
ficeMax is  worth 
$20  a  share,  based 
just  on  its  30%-to- 
35%  sales  and 
earnings  growth. 
"In  a  takeover, 
based  on  the  Sta- 
ples-Office Depot 
deal,  OfficeMax  is  worth  23  to  25,"  says 
one  New  York  investment  manager. 

In  the  year  ended  Jan.  31,  1996,  Of- 
ficeMax posted  earnings  of  47^  a  shar< 
on  sales  of  $2.5  billion.  Analysts  expect 
it  to  make  60(2  on  $3.2  billion  in  fisca 
1997  and  80(Z  on  $4.3  billion  in  1998, 
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Did  someone  say  jump? 


As  far  as  we're  concerned,  a  simple  "How  high?" 


isn't  good  enough.  We  want  to  exceed  your 


wildest  expectations.  So  if  your  business  is  looking 


to  relocate,  consider  Mississippi.  You'll  find  hard- 


working people,  cooperative  local  and  state 


government,  and  an  aggressive,  whatever-it-takes 


kind  of  attitude.  ■  Call  1-800-340-3323,  and  tell  us 


what  we  can  do  for  you.  Just  be  careful  if  you  ask 


us  to  jump.  We  might  bring  back  some  moonrocks. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  RO.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


Information  Processing 


HOME  COMPUTERS 


LURING  THEM  BACK 
TO  THE  MAC  AISLE 

Are  Apple's  competitive  prices  enough  to  regain  share? 


John  Magnusson,  a  Northwest  Air- 
lines pilot,  decided  last  spring  to 
replace  his  aging  Apple  Macintosh. 
But  given  the  Mac's  high  price 
and  skimpy  selection  of  software,  he  be- 
gan looking  at  Windows  PCs — until  a 
few  weeks  ago.  That's  when  he  spotted 
a  new  Performa  6360  for  $1,499,  cheap- 
er than  similarly  configured  Compaq 
and  IBM  PCs.  Now,  Magnusson  is  having 
second  thoughts.  "I  still  think  the  Mac  is 
easier  to  use,"  he  says.  "At  this  price,  I 
just  might  go  with  it." 

That's  just  what  Apple 
Computer  Inc.  is  banking 
on.  The  No.  1  seller  of 
home  computers  just  three 
years  ago,  Apple  is  now 
trying  to  hold  on  to  third 
place.  Thanks  to  a  series 
of  foul-ups  last  Christmas 
and  a  lack  of  new  models 
early  this  year,  Apple's 
share  of  the  U.  S.  home-PC 
market  plunged  from  14% 
at  the  end  of  1995  to  8.5% 
in  mid-1996.  Reversing  that 
slide  this  Christmas  season 
is  critical  to  ceo  Gilbert  F. 
Amelio's  fledgling  comeback 
plan.  Not  only  does  Apple 
get  roughly  40%  of  fourth- 
quarter  revenues  from  the 
home  market,  the  compa- 
ny desperately  needs  to  re- 
take market  share — or  risk 
slow  death  as  software  de- 
velopers abandon  the  Mac. 
"This  is  when  they've  got 
to  do  it,"  says  analyst  Eu- 
gene G.  Glazer  of  Dean 
Witter  Reynolds  Inc. 
"They've  got  no  choice." 

What  are  the  odds?  In 
interviews  with  shoppers 
and  store  owners  around 
the  U.  S.  over  the  past  two 
weeks,  it  appears  that  Ap- 
ple still  has  an  uphill  climb. 
Price  cuts  and  Apple's  im- 
proving financial  picture — 
the  company  eked  out  a 


surprise  $25  million  profit  in  the  Sep- 
tember quarter — have  brought  shoppers 
back  to  the  Mac  aisle.  ComputerWare,  a 
10-store,  Mac-only  retailer  based  in 
Sunnyvale,  Calif.,  reports  a  20%  uptick 
since  Apple  slashed  Mac  prices  up  to 
30%  on  its  Performa  home-PC  line  on 
Oct.  18.  And  Mac  mail-order  house  Mul- 
tiple Zones  International  says  Performa 
sales  have  tripled  since  the  price  cuts. 

But  most  computer  buyers  inter- 
viewed at  stores  that  sell  both  PCs  and 
Macs  aren't  even  considering  a  Mac.  At 


a  Circuit  City  in  Chicago,  no  one  w 
near  the  Macs  for  90  minutes  on  a 
cent  Saturday  afternoon.  Even  Arm 
do  Morales,  a  15-year-old  who  uses  M 
at  his  Chicago  school  and  whose 
ents  are  shopping  for  a  home  compu 
for  him,  was  only  looking  at  PCs.  "Ap 
isn't  really  a  consideration,"  he  says 
The  biggest  hangup  is  software,  i 
pie  execs  point  out  that  there  are 
titles  for  every  conceivable  use,  but 
titles  make  it  onto  computer-st 
shelves:  They're  too  crammed  with 
grams  for  Wintel  PCs  (computers  t 
run  Microsoft  Corp.'s  Windows  and 
Intel  Corp.'s  chips).  Linda  Shaink 
Hinsdale,  N.  H.,  never  even  conside 
the  Mac  during  a  recent  outing  t 
Staples  store  in  West  Springfield,  M 
with  her  14-year-old  son  Chris.  "I  d 
like  'em,"  Chris  says  of  Macs.  "A  lo 
the  software  I  want  is  hard  to  find.' 
"WORK  LIKE  MAD."  With  all  the 
news  about  the  company,  Apple  is 
fighting  to  restore  its  brand  image.  " 
sure  they're  fine  computers,  but  the 
has  picked  up  the  image  of  the  B 
max,"  says  William  Ross 
who  recently  bought  a 
tel  PC  at  a  Lechmere's 
Holyoke,  Mass. 

Even  some  Mac  loyali 
have  lost  faith.  M.J. 
Kean-Reich,  who  publis 
Victory!,  a  magazine 
gay  and  lesbian  entrep 
neurs  in  Oakland,  Cal 
has  been  using  Macs 
years  to  create  the  pu 
cation  but  is  now  leani 
toward  a  Wintel  pc. 
grew  up  on  Apple," 
says.  "But  more  and  mc 
people  I  know  are  swit< 
ing."  And,  he  says, 
needs  to  stay  compatil 
with  the  growing  numt 
of  artists  and  writers  w 
use  Wintel  machines. 

Such  sentiments  make 
unlikely  that  Apple  will 

REAL  PERFORMA 

Cheung  is  credited 
with  putting  the  new 
home  Macs  in  the 
race  again  by  reducini 
costs  and  setting  up 
a  "software  storm" 
campaign  to  help 
shoppers  find  Apple 
programs  in  stores 
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Were  Listed  On  The 
Stock  Exchange,  But  We  LikeTo 
Think  We're  In  The  Futures  Market 

he  future  is  what  we  make  it.  And  what  most  families 
want  in  their  future  is  a  home.  Fannie  AAae  will  help  over  20 
million  families  get  into  a  home  ol  their  own  this  decaJe  alone. 
We're  providing  opportunities  for  those  who  need  it  most.  Working 
to  reduce  the  obstacles  to  homeownership.  By  streamlining  the  loan 
process,  we're  lowering  the  cost  of  buying  a  home.  And  with  our  history 
of  helping  to  keep  mortgage  rates  at  the  lowest  level  possible,  families 
will  save  money  well  into  the  future.  To  find  out  more  about  Fannie  Mae's 
proven  track  record  of  consistent  earnings  and  outstanding  perlormance,  call 
1-800-548-9444.  Or  you  can  visit  our  home  page  at  www.fanniemae.com. 


&  FannieMae 
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more  than  halt  its  slide  this  quarter. 
Dataquest  Inc.  says  Apple  actually 
gained  a  point  of  home-PC  share  in  the 
second  quarter,  the  last  quarter  for 
which  it  has  data.  But  most  analysts 
look  for  fourth-quarter  market  share  to 
remain  roughly  20%  below  a  year  ago 
and  flat  from  the  third  quarter.  "They're 
going  to  have  to  work  like  mad  just  to 
hold  share,"  says  Susan  Bailey,  a  senior 
vice-president  with  distributor  Intelli- 
gent Electronics  Inc. 

At  least  Apple's  back  in  the  race.  Be- 
fore the  price  cuts  and  a  new  rebate 
program,  the  company  had  all  but  aban- 
doned the  home  market,  with  no  ma- 
chine priced  below  $2,100.  Now,  it  has 
competitive  products,  aggressive  prices, 
and  new  management  of  its  home-PC  op- 
erations. At  the  same  time,  Apple  has 
cut  prices  on  older  Performas  and  added 
two  new  models,  including  the  6360  for 
$1,499.  The  new  Performas  are  a  far  cry 
from  last  year's  underperformers.  Even 
the  6360  has  a  speedy  160-megahertz 
PowerPC  processor.  A  new  6400  offers 
technology  for  editing  videotape.  'Ap- 
ple's products  are  more  competitive  than 
they've  been  in  a  long  time,"  says 
Michael  T.  Ryan,  vice-president  for  mer- 
chandising at  Circuit  City  Stores  Inc. 

Much  of  the  credit,  say  Apple  insider's, 
goes  to  H.  L.  Cheung,  the  original  archi- 
tect of  the  Performa.  Given  profit-and- 
loss  responsibility  for  the  new  Performa 
business  unit  created  in  May,  his  team 
has  reduced  costs  by  renegotiating  parts 
contracts  and  tightening  links  to  sales 
units.  That  has  led  to  better  forecasting 
and  a  much  improved  mix  of  products. 
TRIED-AND-TRUE.  New  distribution  poli- 
cies may  help,  too.  On  Nov.  8,  Apple 
announced  policies  that  put  it  in  line 
with  rivals  such  as  Compaq  Computer 
Corp.  Instead  of  continuing  to  deal  di- 
rectly with  scores  of  retailers,  Apple 
will  work  with  the  25  largest — chains 
such  as  CompUSA  Inc.  and  Best  Buy — 
that  together  sell  the  vast  majority  of 
Performas.  Smaller  retailers  will  get 
Macs  from  distributors  such  as  Intelli- 
gent Electronics  and  Ingram  Micro. 

Apple  management  knows  it's  critical 
to  improve  relations  with  dealers.  In  a 
shortsighted  move,  the  company  limited 
the  number  of  unsold  Macs  that  retailers 
could  return,  even  as  rival  PC  makers 
eased  their  return  policies.  That  didn't 
endear  Apple  to  dealers.  Lately,  in  fact, 
it  has  sometimes  been  hard  to  find  Macs 
in  some  of  the  most  important  stores.  At 
a  CompUSA  in  Pleasanton,  Calif.,  science 
teacher  Steve  Luntz  almost  left  before 
spotting  the  lone  Mac  tucked  away  be- 
hind dozens  of  PCs.  "Last  year,  it  seemed 
Apple  was  fairly  well-represented,"  he 


says.  "But  now,  they're  down  at  the  end 
of  one  aisle  and  look  like  they're  about 
to  get  pushed  off  altogether." 

To  get  shoppers  headed  in  the  right 
direction,  Apple  is  working  on  in-store 
marketing.  There  are  slick  brochures  and 
point-of-purchase  materials — for  Macs  as> 
well  as  add-ons  not  made  by  Apple.  The 
company  has  budgeted  $10  million  for  a 
"software  storm"  campaign,  to  help  shop- 
pers find  Mac  programs  in  PC  stores.  If  a 
title  doesn't  exist  in  the  Mac  section, 
posters  bearing  the  Mac  os  happy-face 
logo  and  the  line  "All  great  software 
wears  this  face"  will  point  shoppers  to 
the  Windows  section,  where  there  are 

APPLE  IS  MAKING 
HEADWAY  ON  PROFITS... 
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▲  MILLIONS  OF  DOLLARS 

...AND  PLANNING  A  BIG 
HOLIDAY  SPLASH... 

►  Hot  new  Macs  starting  as  low  as 
$1,500  and  big  rebates  to  retail- 
ers on  older  models 

►  A  $10  million  marketing  cam- 
paign to  help  consumers  find  Mac- 
intosh software,  which  is  often  lost 
in  a  sea  of  Windows  titles 

►  New  distribution  policies 
designed  to  push  more  machines 
through  top  wholesalers  and  incen- 
tives to  help  Apple's  most  loyal 
dealers  boost  sales 

►  A  big  advertising  push  to  woo 
parents  and  exploit  Apple's 
strength  in  the  education  market 

...TO  REVERSE  A  HOME-PC 
MARKET-SHARE  SLIDE 
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many  hybrid  CDs  that  work  on  bcti 
Macs  and  Wintel  machines. 

To  drag  consumers  into  the  stores  i 
the  first  place,  Apple's  vague  image  1 
vertising  has  been  replaced  by  a  triJ 
and-true  pitch:  Buy  an  Apple  for  yc| 
kids  because  that's  what  they  use  |i 
school.  In  one  of  three  new  30-secol 
spots,  a  young  baseball  fan  asks  Dad  ) 
explain  a  curveball.  The  scene  cuts  tcu 
baffled  Dad  using  his  Mac  to  track  do^u 
the  answer,  with  the  tag  line:  "When  i 
your  turn  to  be  the  teacher,  why  il 
use  the  computer  teachers  use  most?'! 
HEAVY  HITTERS.  Apple  execs  think  tS 
education  angle  can  still  deliver.  The* 
research  shows  that  73%  of  home-: 
shoppere  have  school-age  kids  and  80%  f 
those  rank  education  as  the  No.  1  reast 
to  buy  a  PC.  It  worked  on  Ken  Ahoyi 
janitor  from  Berkeley,  Calif.  He's  col 
sideling  a  Mac  for  his  kids,  one  of  whd 
recently  was  placed  in  a  computer  claj 
for  gifted  students  where  Macs  are  usejj 
"I  want  to  stait  my  kids  off  right.  App 
may  be  having  problems,"  he  says,  "b| 
the  Mac  is  right  for  me." 

That's  good  news  for  Apple.  Now  tit 
bad  news:  Compaq,  Hewlett-Packar. 
and  IBM  are  all  out  to  grab  more  of  tl 
home-PC  pie  this  year.  Compaq  will  speii 
$60  million  on  advertising  through  Marc 
double  what  it  spent  last  year.  And  tl 
season,  Apple  will  compete  with  son 
heavy  hitters  from  consumer  electroni 
that  are  new  to  the  home-PC  game,  i 
eluding  Sony  Corp.  and  Toshiba  Corp. 

What  if  the  Christmas  push  doesr 
pay  off?  Then  the  company  may  ha> 
to  consider  more  drastic  moves.  The  tr 
ditional  surge  in  consumer  purchasir 
(overall  home-PC  sales  accounted  for  30 
of  Apple's  $9.8  billion  in  revenue  for  tl 
year  ended  on  Sept.  30)  is  needed  f< 
the  company  to  fund  its  research  ar 
development.  In  an  effort  to  keep  u 
with  Microsoft  and  Intel,  Apple  sper 
$614  million  on  r&d  last  year  vs 
million  by  Dell  Computer  Corp.  and  $21 
million  by  Compaq.  Despite  that  speni 
ing,  Apple  has  all  but  halted  plans  for  a 
all-new  operating  system,  code-name 
Copland  and  has  been  in  talks  to  acquir 
startup  Be  Inc.  Further  market-shar 
losses  could  push  Apple  into  that  deal- 
to  give  it  new  technology  fast. 

At  a  minimum,  the  fall  camparg 
should  help  Apple  tread  water.  If  it  jui 
does  that,  Apple  execs  vow,  the  stage  i 
set  for  a  big  market-share  push  thi 
time  next  year.  Between  now  and  ther* 
however,  Apple  is  going  to  have  to  clos 
a  lot  of  deals  with  a  lot  of  Magnusson; 

By  Peter  Burrows  in  Cwpertini 
Calif.,  with  Peter  Elstrom  in  Chicag 
and  bureau  reports 
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We've  got  your  city  surrounded 

and  we  mean  business. 


Only  Sprint 

has  deployed  international  SONET  ring  technology  for  the 
highest  standard  in  reliable  data  transmission. 


Sprint's  bold 
deployment  of 

self-healing 
3NET  rings  is 
inything  but  a 
:ause  for  alarm- 
except  for  the 
competition.  Because 

only  Sprint  offers  four-fiber, 

bi-directional,  line-switched  ring  topology 
throughout  its  entire  domestic  network.  Which 
means  your  mission-critical  data  is  protected  to 
the  fullest,  automatically  rerouted  in  as 
little  as  50  milliseconds -less  than  the 
blink  of  an  eye-even  in  the  event  of 
multiple  fiber  cuts  or  equipment  failures. 
And  with  speeds  at  OC-48,  we  provide 
virtually  unlimited  capacity  with 
no  bottlenecks  or  blockages. 


OFFICIAL 

TELECOMMUNICATIONS 
I  PROVIDER  TO  THE  NFL 


And  now,  Sprint's 
application  of 
broadband 
metropolitan 
access  networks 
extends  this 
survivability  into 
oops,  directly 
This  means 


loca 

to  your  offices 
greater  reliability  and  flexibility,  all  through 
a  single  point  of  contact.  Sprint  was  not  only 
first  to  deploy  SONET- based  rings  domestically, 
but  first  to  build  international  SONET  rings. 
And  since  we  employed  fiber-optic 
technology  from  the  start,  we  can 
continually  expand  bandwidth  over  our 
existing  network.  What's  it  all  mean? 
You  can  count  on  us,  because 
we  mean  business. 

Call  Sprint  Business 

1  800  588  DATA 

www.  sprint,  com/data  7 


Sprint 


We  help  business  do  more  business' 


©1996  Sprint  Communications  Company  L  P  NFL  and  the  NFL  shield  are  registered  trademarks  of  the  National  Football  League 
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ou  need  to  know  how  to  keep  the 
information  flowing  safely,  cost- 
effectively,  and  quickly.  NSTL  can  help 
you  break  the  networking  bottlenecks. 

NSTL  gives  you  the  answers  you  need  to 

J assure  potential  customers  of  your 
product's  performance.  We'll  work  with  you  to 
design  a  cost-effective  testing  program  to  give 
you  the  answers  to  your  customers'  network 
performance  questions. 

Contact  us  early  in  your  product  development 
lifecycle  to  learn  how  NSTL  can  help  you  avoid  costly 
nd  embarrassing  mistakes. 

II  1  -61 0-941  -9600  to  reouest  a  brochure  or  a 


Call  1  -610-941  -9600  to  request  a  brochure  or  a 
proposal  detailing  the  scope,  pricing,  and 
scheduling  of  confidential  network 

ervices-  http://www.nstl.com  |\f< 

A  Division  til  I  lie  McGraw-Hill  (jimpaiiics 

Tel:  1  610  941  9600   !  in  US:  1  800  220  NSTL  j   Fax:  1  610  941  9952  |  email:  info@nstl.com 
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MICROSOFT'S 
SUITE  SPOT 

Internet-ready  Office  97  may  well  grab  even  more  of  the  market 


When  200,000  geeks 
roll  into  Las  Vegas 
on  Nov.  18  for  the 
Comdex  computer  show, 
the  first  thing  they'll  see 
is  a  25-by- 18-foot  mock-up 
of  the  Microsoft  Office  97 
box.  In  the  convention 
hall,  they'll  get  Office  97 
bags.  Later  that  day,  Mi- 
crosoft Corp.  will  bus 
1,000  customers  and  press 
to  an  Office  97  bash  at 
the  Monte  Carlo  casino. 
That  night,  Microsoft  will 
co-host  a  press  party  for 
250  at  the  mgm  Grand. 

All  that  for  a  product 
you  can't  buy  until  Janu- 
ary. Then  again,  this  is 
Microsoft's  Big  Kahuna. 
Office — a  suite  of  applica- 
tions including  Word,  Ex- 
cel, and  PowerPoint — is  already  used 
by  25  million  customers  and  outsells  all 
competitors  by  nearly  6  to  1.  And  it 
supplies  most  of  the  revenue  for  the 
Desktop  Applications  Div.,  which  ac- 
counts for  nearly  half  of  Microsoft's 
$8.67  billion  in  revenues.  "Office  97  is  a 
very  big  deal,"  says  Microsoft  Chair- 
man William  H.  Gates  III,  who  ranks  its 
importance  with  that  of  Windows  95. 
"That's  the  only  thing  that's  comparable 
to  what  we're  doing  with  Office." 
EINSTEIN  aide.  Like  Windows,  Office  is 
being  redone  for  the  Internet.  Gates 
sees  Office  97  as  key  to  corporate  in- 
tranets, allowing  workers  to  share  in- 
formation by  creating  their  own  World 
Wide  Web  pages.  "We're  making  the 
Internet  scenario  real,"  says  Gates.  "It's 
not  just  people  reading  Web  pages  but 
people  creating  documents."  Office  97 
users,  Microsoft  promises,  will  be  able  to 
create  and  view  Web  pages  as  easily 
as  writing  or  retrieving  a  Word  file. 
Also,  Office  automatically  creates  hyper- 
links to  any  Web  page — from  a  Word 
document,  an  image,  or  a  spreadsheet.  A 
"Web  Page  Wizard"  walks  novices 
through  the  process. 

Office  97  also  features  Outlook,  a  per- 
sonal information  manager  with  E-mail, 


a  calendar,  and  a  group  scheduler.  Also 
new:  "assistants,"  which  are  animated 
characters  (a  choice  of  nine,  including 
Einstein  and  a  perky  paper  clip)  that 
offer  tips.  Early  users  give  the  whole 
shebang  a  thumbs-up.  "It's  just  blowing 
people  away,"  says  Matthew  Ghourdjian, 
director  of  technology  at  Hennigan,  Mer- 
cer &  Bennett  in  Los  Angeles.  He  likes 
the  test  version  so  well  he  has  installed 
it  on  200  PCs  at  the  law  firm. 

How  big  will  Office  97  be?  Market 
researcher  Workgroup  Strategic  Ser- 
vices Inc.  predicts  sales  of  19.9  million 
copies  next  year,  boosting  Microsoft's 
market  share  to  88% 
from  85%.  Half  the 
sales  will  be  $200  up- 
grades. The  rest  will 
be  new  users,  includ- 
ing those  who  get  the 
program  "bundled"  on 
their  pes  and  those 
who  buy  it  in  stores, 
where  the  suggested 
retail  price  is  $450. 

Still,  analysts  worry 
about  the  road  ahead. 
In  the  era  of  the  In- 
ternet, buyers  may  opt 
for  "network  comput- 


KILLER  APPS: 
A  $4  BILLION  BUSINESS 
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ers,"  bare-bones  pes  that  use  "app| 
stored  on  network  servers.  If  they  a 
on  big,  they  could  turn  Office,  w| 
hogs  120  megabytes  of  disk  space,  ir 
dinosaur.  "The  next  two  to  three  y 
still  belong  to  Microsoft,"  says  arc 
Eric  Brown  of  Forrester  Research 
"But  the  next  turn  of  the  wheel  coul 
different." 

Corel  Corp.,  the  scrappy  Ottawa-b 
software  maker,  is  trying  to  spin 
wheel  now.  It  has  rewritten  Corel 
fice  in  Sun  Microsyst 
Inc.'s  Java  language 
the  Net  computers.  . 
with  Corel  Office  Pre 
sional  for  Windows  NT 
aiming  at  Microsoft's 
porate  customers.  Co: 
discounted  pricing,  $1 
to  $2,000  for  a  server 
sion  that  can  be  sh 
with  perhaps  hundred 
PCs,  may  not  snare 
crosoft's  big  corporate 
counts.  But  Corel  c 
grab  share  among  sm 
enteiprises.  Anybody 
expects  Offic 
to  stop  Corel' 
cent  gains,  says 
E.  Eid,  a  Corel 
president,  "should 
hold  their  breath." 
Lotus  Developm 
Corp.  says  Office  97  is  playing  catc 
with  its  SmartSuite,  which  was 
ized"  last  year.  Lotus  is  timing  a  m 
upgrade,  SmartSuite  97,  to  coincide  v 
Office  97.  And  like  Corel,  it's  creatin 
suite  of  office  applets  for  Net  comput 
NOTHING  NEW?  Microsoft's  respon 
Corel's  Java  suite  "doesn't  address  a 
thing  new,"  says  Robert  J.  Bach,  a 
crosoft  vice-president.  Microsoft, 
says,  has  started  its  own  applet  effor 
although  he  won't  say  when  the  app 
will  appear. 

There  may  be  no  need  to  rush: 
have  a  hard  time  believing  eveiyone 
clump  [Office]  for  sou 
thing  new,  just  beca 
it's  Java,"  says  Ke 
Perry,  a  manager 
Columbia/HCA  Heal 
care  Corp.  Colum 
plans  to  buy  at  le 
1,000  copies  of  Off 
97.  A  few  more  sa 
like  that,  and  Micros 
will  have  paid  for 
Comdex  hullabaloo. 

By  Kathy  Rebe 
in  San  Francisco,  w 
William  C.  Symm 
in  Toronto 
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We'll  ROW. 


Cadence. 


ji'ou've  got  a  great  idea  for  an  electronic  product.  Unfortunately,  it  lias  to  be  in  the 
market  yesterday.  It's  incredibly  complex. You  don't  have  time  to  prototype.  Costs  are 
ising.  And  failure  is  not  an  option. 

K.elax.With  Cadence  on  board  you'll  cruise  through  your  product  development 
|  hallenges.  With  our  comprehensive  services  and  unrivaled  design  software,  you'll  be 
ble  to  propel  products  to  market  faster  than  you  ever  thought  possible. 

f  Jottom  line — when  you  partner  with  Cadence,  you'll  spend  less  time  submerged 
n  complex  design  implementation,  and  more  time  reaping  the  rewards  of  great 
•lectromc  product  designs. 

>o,  it"  you  feel  like  you're  pulling  more  than  your  own  weight,  row  over  to 
ittp://www.cadence.com  or  call  1  .SOU. 746. 6223  and  we'll  get  you  speeding  in  the 
lght  direction. 


The  muscle  you 


NEED  TO  DESIGN 


better  electronic 


product  s. 


mW  CADENCE 


5>1 996  Cadence  Design  Systems.  Inc  555  River  Oaks  Parkway,  San  Jose  C A  951 34  The  Cadence  logo  is  a  trademark  ot  Cadence  Design  Systems.  Inc  Corporate  Marketing  7/96 


Imagine  Your  Company  Working  Like  This. 


Application  Plus  is  the  integrated  enterprise 
software  that  makes  all  your  systems  work  as  one. 
Smoothly,  and  toward  a  single  objective. 

Application  Plus  turns  complex  functions  into 
a  simple  operation.  So  that  everyone  in  your 
organization  can  get  the  information  they  need, 
when  and  how  they  need  it,  and  share  it  with  those 
who  need  to  know. 

Application  Plus  gets  to  work  quickly, 
managing  your  enterprise  with  proven,  trouble-free 
reliability,  no  matter  what  your  hardware,  operating 
or  database  system. 

Managing  software  has  suddenly  gotten  a  lot 
easier.  Now  what  more  could  you  ask? 


Dalv&Wirft  i 


Daly  &  Wolcott,  Inc.,  21st  Flour,  One  Hospital  Trust  Plaza,  Providence,  RI  02903 
Telephone:  (800)  343-2414,  ext.  251,  Fax:  (401)  351-8484 
Or  visit  us  at  http://www.dalywolcott.com 
Atlanta  •  Chicago  •  Dallas  •  Los  Angeles  •  Providence 


I62B 


21 


s  &  Bytes 


TED  BY  JOHN  W.  VERITY 


ST  SAY 

TO 

IUNK 


OF  THE  DIGITAL  REVO- 

>n's  more  insidious  effects 
been  the  tidal  wave  of 
lail.  electronic  documents, 
;s,  and  other  messages, 
all  of  which  are  entirely 
ful  or  relevant.  It's  just 
easy  to  copy  a  document 
any  number  of  people, 
ither  or  not  any  of  them 
its  to  see  it. 

•iffusion  Inc.,  a  Mountain 
sv  (Calif.)  startup,  has  a 
|  cure  for  this  problem. 
IntraExpress  software, 
ning  on  corporate  in- 
lets, acts  as  an  unobtru- 
j  but  universal  distribu- 
mechanism.  Say  a 
lager  produces  a  weekly 


report  about  what  the  com- 
petition's up  to.  Instead  of 
just  blasting  it  out  to  all  50 
employees,  IntraExpress 
would  first  electronically  no- 
tify the  other  employees  of 
the  report's  publication  sched- 
ule and  desci'ibe  its  contents. 
Then,  each  employee  could 
respond  in  one  of  three  _ 
ways:  subscribe  to  the 
periodical,  for  automatic- 
delivery  from  then  on;  ask 
only  to  be  notified  when  a 
new  edition  comes  out,  so  it 


N 


can  be  retrieved  when  the 
reader  wants  it;  or  simply 
say  thanks,  but  no  thanks. 


What's  more,  the  software 
can  deliver  documents  in 
any  format.  Based  on  a  pro- 
file each  employee  creates, 
IntraExpress  can  automati- 
cally convert  and  deliver  that 
report  as  a  fax  to  one  per- 
son, an  E-mail  to  an- 
^  other,  and  a  Web  page 
^  to  a  third.  The  manag- 
er has  to  create  only 
one  version.  IntraExpress  is 
scheduled  for  shipment  in 
early  1997.  Pricing  is  not  yet 
determined. 


»HY  FAXES  MAY  BEGIN  FLYING  INTO  THE  NET 


2TCENTRIC  CORP.,  A  SOFT- 

are  firm  in  Cambridge, 
ass.,  has  come  up  with  a 
ever  scheme  for  moving 
xes  over  the  Internet  from 
3S  to  other  PCs  and  fax  ma- 
lines.  By  avoiding  long-dis- 
,nce  charges — especially  re- 
onal  telephone  charges, 
hich  aren't  discounted — 
impanies  might  save  as 
uch  as  75%  vs.  convention- 
faxing. 

NetCentric's  system  de- 


pends on  a  set  of  fax  servers 
installed  all  over  the  Net. 
These  machines,  owned  and 
operated  by  Internet  service 
providers,  will  be  situated 
right  next  to  the  banks  of 
modems  that  individuals  dial 
into  from  their  PCs.  Pro- 
grammed with  NetCentric 
software,  they'll  be  able  to 
identify  and  intercept  incom- 
ing faxes  before  they  get 
lost  in  the  Internet.  Then 
they'll  relay  the  faxes  to  a 


similar  server — the  one 
nearest  to  the  fax's  destina- 
tion and,  hopefully,  only  a  lo- 
cal phone  call  away. 

For  now,  NetCentric  is 
running  just  a  few  of  these 
servers  itself,  to  prove  the 
concept.  But  company  offi- 
cials say  they're  close  to 
signing  up  several  major  In- 
ternet service  companies. 
Meanwhile,  Symantec  Corp. 
has  just  adapted  its  popular 
PC  faxing  program,  WinFax 
pro,  to  work  with  the  Net- 
Centric setup. 


-ROMS  LOSE 
ME  OF 
EIR  SIZZLE 

HOLIDAY  SEASON  MAY  NOT 

;oo  rosy  for  makers  of  cd- 
is.  Fan-field  Research  Inc., 
larket  researcher  in  Lin- 
l,  Neb.,  estimates  that 
seholds  owning  a  cd-rom 
rer  will  spend  39%  less  on 
/  disks  in  fourth-quarter 
6  than  they  did  last  year 
irt).  It  bases  that  forecast 
a  survey  of  1,000  such 
seholds.  In  the  third  quar- 
of  1996,  the  company 


reckons,  26  million  households 
bought  only  38.9  million  disks 
at  retail,  down  considerably 
from  the  43.3  million  disks 

A  HOLIDAY  DIP 


I  II  III  IV* 

^DOLLARS  -1996  ESTIMATE 

DATA:  FAIRFIELD  RESEARCH  INC 


that  18  million  households 
purchased  a  year  earlier. 

Why  the  softness?  Gary 
Gabelhouse,  Fairfield's  ceo, 
says  that  consumers  don't 
have  time  to  use  many  more 
disks.  He  adds  that  a  glut  of 
titles  has  forced  down  the 
price  that  publishers  can 
charge.  "It's  hard  to  make 
this  industry  work,"  says 
Gabelhouse.  He  predicts  a 
consolidation  around  compa- 
nies such  as  Disney  and  Via- 
com, which  could  keep  pro- 
duction costs  low  by  reusing 
programming  from  other  me- 
dia, such  as  movies  and  TV. 


CALL  ONLINE  PALS 
OFFLINE-AND 
KEEP  YOUR  COVER 


ONE  OF  THE  ALLURES  OF 
online  services  and  the  Inter- 
net is  the  chance  to  strike  up 
new  relationships  with  peo- 
ple all  over  the  world.  The 
problem  is,  you  can't  call 
them — or  they  you — without 
giving  up  your  anonymity. 
Until  now,  that  is. 

PeopleLink  Inc.  in  Los  An- 
geles has  created  a  service 
called  ChatCall  that  lets  on- 
line pen  pals  talk  by  tele- 
phone— without  revealing 
their  phone  numbers.  Once 
they  have  set  up  an  account, 
two  people  can  share  a  code, 
then  call  a  toll-free  number, 
punch  in  the  code,  and  be 
connected.  The  calls  are  un- 
traceable, and  as  many  as  six 
people  can  join  in  at  once. 

Another  product,  called 
PeopleLink,  notifies  Net 
surfers  when  their  friends  or 
colleagues  are  online,  any- 
where on  the  Net.  All  par- 
ties must  have  the  software, 
which  runs  in  a  window  next 
to  their  Web  browser.  It  also 
lets  them  exchange  short, 
typed  messages  instantly. 
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This  is  for  everyone  who's  been  burned 
by  technology  that  didn't  work  as 

promised.  It's  a  palmtop  computer 
that  actually  does  what  it's 
supposed  to  do.  No  exceptions.  No  excuses.  No  kidding. 
Introducing  the  new  Series  3c  from  Psion — the  maker  of 
the  world's  best-selling  palmtop,'  and  with  ten  years  of  expe- 
rience, it's  no  wonder. 

Works  just  like  a  computer. 
Funny,  it  is  a  computer. 

The  Series  3c  is  a  fully  functional  computer,  complete  with  a 

Here's  to 
anyone  who  can 

preemptive,  multi-tasking  operating  system 
that's  fast,  expandable, 
and  windows- 
driven,  just  like  the 
PC  on  your  desk.  To 
that  we  add  a  backlit 
screen  and  robust, 
built-in  applications. 
Like  a  full-featured  word 
processor  that's  compatible 
with  Microsoft'  Word. 
Complete  Excel'  and  Lotus" 
compatible  spreadsheets.  And  the 
most  advanced  database  and  agenda 
software  in  the  business. 

Want  to  expand  by  adding  more 
software?  You  can  choose 
from  hundreds  of  titles, 
including  Symantec"  Act!. 
Microsoft*  Automap*  Road 
Atlas,  and  ExpenseTracker. 


Will  it  get  along  with  your  PC? 
Glue  should  bond  this  well. 


The  Series  3c  connects  and  integrates  easily  with  your  PC 
With  just  one  click,  you  can  synchronize  your  calendar  an> 
contacts  with  popular  personal  information  managers,  incl 
ing  Microsoft"  Schedule+  7.0  and  Lotus  Organizer"  2.1. 
And  the  PsiWin  package  lets  you  drag 
and  drop  files  from  your  PC  to 
your  3c,  so  you  can 
work  on  them 
wherever  vou  go. 


CER 


li 


cynics,  and 
see  through  hype 


to 


Want  to  communicate? 
We  hear  you. 

Hook  up  a  modem  or  PC  card 

adapter  and  you  can 
send  taxes.  Browse  tht 


KIT ' 


-Ji :. 

nttl 


e,t< 
I A 

Internet.  Send,  receive 

TOCf 

and  reply  to  e-mail,  f 
even  e-mail  wit 
attachments 
And  ther 
infrared  data 
transfer  that  allows  wireless 
communication  with  IrD ^-compliant 
printers  and  other  Psions.  All  this  from  a  2mb 
RAM  palmtop  that  weighs  under  10  ounces,  runs  up  to  80 
hours  on  two  AA  batteries,  and  costs  just  $599. 

So  pick  up  the  new  Series  3c  from  Psion.  It's  a  palmtop  " 
computer  even  you  can  believe  in.  For  the  Psion  dealer 
nearest  you,  call  1-800-99-PSION 
(in  Canada,  1-514-98-PSION).  Or 

visit  us  at  www.psion.com.  THE  WORLDS #1  PALMTOP  COMPUTE 


p  s 


11 


orts  Business 


;cer 


OGCER  MOM, 
MTER  IF  YOU  DARE 

is  a  one-sport  sporting  goods  store — and  it's  booming 


)u  might  say  Evan  Jones  was  in 
;he  right  place  at  the  right  explo- 
sion. Seven  years  ago,  Jones  left 

I  ob  as  a  Prudential  Securities  in- 
nent  banker  in  New  York  City  and 
;d  to  Durham,  N.  C.  Jones,  a  tennis 

I  ?r  during  his  undergraduate  years 
sarby  Duke,  tapped  $200,000  from 
y  and  friends,  took  a  business  part- 
who  was  an  old  college  buddy  and 
<-Duke  soccer  player,  and  started  a 

'  ^ing  goods  store.  They  named  their 
3any  Tennis  Soccer  International 
and  put  out  a  catalog.  Then  soccer 
t  boom  on  the  playing  fields  of 
rica. 

iday  his  partner,  Kelly  Weadock,  is 
— Jones  bought 


Jones  is  selling  is  soccer — balls,  uni- 
forms, T-shirts,  warmup  suits — to  a  sud- 
denly fanatical  following  of  suburban 
soccer  moms  and  dads  who  will  spare 
no  expense  for  the  proper  accessories. 
"Everytime  I  go  in  there  I  spend  $50, 
and  I  go  in  there  all  the  time,"  says 
Judy  Watanabe  of  Great  Falls,  Va.,  who 
has  two  soccer-playing  sons,  11  and  9. 

The  truth  also  is  this:  Soccer  is  so 
wildly  popular  in  the  U.  S.  these  days 
that  it  would  have  been  almost  impos- 
sible for  a  soccer-related  business  not  to 


BASEBALL 


BASKETBALL 


FOOTBALL 


out  three  years 
The  tennis  line 
i  me,  too.  It  did- 
[§11.  All  that  re- 

is  of  tsi  is  soc- 

-soccer,  five 
i  ght  years  of  al- 

;  100%  revenue 

/th,  and  a  mail- 

r  catalog  that 

hes    7  million 

'le  globally. 

i     projects  to- 

ales  of  $26.5  mil- 

this  year  (it  does  not  disclose  prof- 
a  still-impressive  40%  jump  in 
lal  growth.  More  important,  it's 
ching  out  aggressively  into  retail 
astores  faster  than  you  can  say 
oooo-al."  In  the  past  two  years,  tsi 
opened  10  outlets  in  the  Atlanta, 
imore,  Richmond,  and  Washington 
s — making  it  the  nation's  first  soc- 
>nly  chain. 

'  LONG?  Jones,  31,  figures  tsi  can 
ain  40%  growth  for  the  next  two 
iree  years.  His  plans  call  for  open- 
five  new  stores  a  year,  starting 
ind  Philadelphia  and  then  on  to 
hern  Florida.  Jones's  final  destina- 
a  return  trip  to  New  York  in  about 
e  years — not  as  a  dealmaker  but  as 
er  of  a  company  pushing  an  ipo. 
ny  ipo,  however,  will  depend  on  the 
vev  to  this  question:  How  long  can 
ride  the  wave?  Truth  is,  all  that 


THE  SURGE  IN  SOCCER 


GETTING  IN  GEAR  at  a  TSI  outlet  in  Vienna, 


make  money  over  the  past  few  years.  In 
a  decade,  high  school  soccer  participa- 
tion has  increased  by  81%,  youth  regis- 
tration in  soccer  leagues  has  doubled, 
and  the  number  of  colleges  fielding 
women's  soccer  teams  has  tripled.  'Any 
size  or  weight  person  can  play  the 
game,  and  that's  why  it  has  become  so 
popular,"  says  Michael  Morgan,  a  for- 
mer pro  soccer  player  who  is  now  di- 
rector of  coaching  at  the  Stone  Moun- 
tain Youth  Soccer  Assn.  near  Atlanta. 

Still,  fat  as  the  market  is,  there's 
room  to  stumble,  tsi's  chief  competitor,  a 
Hillsborough,  N.C.-based  catalog  busi- 
ness called  Eurosport,  suffered  the  ulti- 
mate disaster  for  a  mail-order  company 
in  1994:  A  bug-ridden  new  computer 


sales  system  rendered  the  company  un- 
able to  take  orders  or  collect  money-for 
2V<  months.  Eurosport  posted  two  years 
of  losses,  but  even  in  the  face  of  that 
debacle,  it  managed  to  survive.  Now  it 
projects  a  profit  on  an  estimated  $30 
million  in  revenue  for  1996. 

Besides  avoiding  such  hard  luck,  tsi 
has  other  advantages.  By  buying  in  bulk 
for  mail  order,  it  can  afford  to  offer  top- 
of-the-line  products  in  its  stores  at  cat- 
alog prices.  And  while  most  sporting- 
goods  stores  sell  soccer  equipment  next 
to  baseball  mitts  and  lacrosse  sticks,  tsi 
hires  and  trains  salespeople  who  just 
know  soccer. 

PRICE  AND  PASSION.  Jones  doesn't  play 
soccer.  Never  has.  His  attraction  to  the 
sport  remains  strictly  business.  And  he 
readily  admits  that  he  will  change  the 
business  if  another  sport  replaces  soccer 
as  the  hottest  game  in  America's  towns. 

That  grates  on  rivals  who  have  an 
evangelical  devotion  to  the  game.  "Soc- 
cer is  a  part  of  our  life.  It  wasn't  a 
business  decision,"  says  avid 
player  Mike  Moylan,  ceo  of 
Sports  Endeavors  Inc.,  which 
owns  rival  Eurosport.  "tsi  is 
basically  just  product  and 
price.  We  try  to  espouse  the 
passion  of  the  game." 

If  tsi  and  Eurosport  seem 
to  be  unusually  bitter  rivals, 
it  might  be  because  Jones 
got  the  idea  for  tsi  from 
Moylan's  company.  Ex-part- 
ner Weadock  even  worked 
there  briefly.  Jones  admired 
Eurosport's  marketing  and 
devoted  following,  but  lie 
didn't  consider  the  company 
to  have  much  business 
savvy.  So  he  started  small 
and  got  smaller  at  first.  He 
closed  his  one  Durham  store 
to  concentrate  on  building 
"  the  mail-order  business.  And 
he  cut  the  tennis  line  when  it  became 
apparent  that  soccer  had  far  more  po- 
tential. After  getting  his  mba  at  the 
University  of  North  Carolina,  he  be- 
gan opening  retail  stores  two  years 
ago,  systematically  targeting  big-city 
suburbs  and  placing  his  high-tech-look- 
ing shops  in  fashionable  malls. 

"Somebody  who's  really  a  soccer  fan 
can  take  a  company  to  a  certain  point, 
but  you  can't  go  beyond  it  if  you  don't 
have  good  business  principles,"  says 
Jones.  One  of  the  T-shirts  in  tsi's  80- 
page  catalog  reads:  "Life  is  simple.  Eat. 
Sleep.  Play  Soccer."  Jones  might  want 
to  add:  "And  sell  smart." 

By  Kathenjn  Hayes  in  Atlanta,  with 
Douglas  Harbrecht  in  Washington 
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WIRING  SMALI 


There's  a  big 
market  in  small 
companies  that 
aren't  hooked  up 


Here's  a  marketing  lesson  from 
cyberspace:  Bulk  Handling  Tech- 
nology Inc.  of  Winchester,  Ohio 
with  only  three  employees 
ami  $1  million  in  annual  sales, 
builds  conveyor  belts,  rock 
crushers,  and  the  like  for 
mines  and  industrial  sites.  It 
survives  against  giants  such 
as  Dresser  Industries  by  of- 
fering customized  products 
that  the  huge  competitors 
won't  bother  with.  Problem  is, 
Bulk  Handling  doesn't  have  the 
resources  to  spread  the  word. 
So  this  summer,  it  decided  to 
jump  on  the  World  Wide  Web.  A 
computer  hobbyist  on  staff  designed 
the  Web  site— after  about  $1,500  worth 
of  training  from  AT&T — and  the  long-dis- 
tance carrier  "hosts"  the  page  on  its 
Web  server  (page  166).  Bulk  Handling 
only  had  to  buy  a  modem  and  Microsoft 
Corp.'s  Windows  95. 

The  Web  page  went  up  in  July — and 
the  world  started  beating  a  path  to 
Hulk  Handling's  door.  Thanks  to  the  In- 
ternet, the  company  has  been  asked  to 
bid  on  some  $2.5  million  worth  of  con- 
tracts in  the  past  three  months — from 
customers  outside  the  U.  S.  "that  we 


Special  Report 


never  would  have  heard  of  before,"  says 
Marketing  Director  Tammy  C.  Cardoso. 
The  Web  site  attracted  a  pineapple-pro- 
cessing plant  in  Western  Australia  that 
wants  waste  recycling  equipment.  A 
huge  copper  mine  in  Chile  needs  a  cus- 
tomized rock  sifter.  "It's  been  really 
neat,"  says  Cardoso.  "The  type  of  in- 
quiries we've  gotten  proves  we  made 
the  right  move." 
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It's  also  proof  that  a  little  networking 
can  go  a  long  way  toward  helping  a 
small  enterprise  compete  against  the 
big  boys.  The  ubiquity  of  the  Internet 
and  the  rapid  drop  in  the  cost  and  com- 
plexity of  networking  equipment  is 
bringing  such  sophisticated  applications 


as  electronic  commerce,  electronic  c 
interchange,  telecommuting,  groupw:  i 
and  the  World  Wide  Web  to  busines  « 
with  just  a  handful  of  employees 
Bulk  Handling  has  learned,  a  small  b 
ness  in  Indiana  can  easily  do  busines 
India.  The  reverse  is  just  as  tru 


la  »n 
tew 


DOs  AND  DONTs  FOR  NETWORKING  NEW 


0 

DO  YOUR 
HOMEWORK. 

Find  out  what 
products  and 
services  are 
available  and 
ask  your  friends, 
customers,  and 
competitors  for  rec- 
ommendations. 

MAKE  A  PLAN.  The 

most  important  step.  Figure 
out  exactly  what  you  want  to  accomplish  and 
how  much  you  want  to  spend  before  you  go 
shopping. 

FOCUS  ON  TANGIBLE  RESULTS.  You  re 

about  to  spend  a  big  chunk  of  change;  you 
want  to  be  able  to  justify  it.  So  install  a  net- 
work designed  for  specific  applications  whose 
results  can  be  easily  measured. 

LOCK  THE  SUPPLIER  INTO  A  PRICE  AT 
THE  BEGINNING.  Beware  of 
hourly  billing.  Who  knows 
how  difficult  this  tech- 
nology project  will 
ultimately  be? 

THINK  OF  THE 
FUTURE.  You  want 
a  network  that  can 
be  easily  expanded 
as  your  business 
grows.  That's  a  lot 
easier  if  the  equip- 
ment is  compatible 
with  other  products. 


USINESS 


Is  no  reason  why  a  small  business 
i  dia  with  a  Web  site  can't  bid  on 
acts  in  Ohio.  "Technology  becomes 
at  equalizer,"  says  Daniel  H.  Schul- 
head  of  small-business  marketing 
r&T.  "Neither  you  nor  your  compe- 
i  are  local  any  longer." 


The  need  is  clear.  But  wiring  small 
businesses  is  no  small  task.  Market  re- 
searcher ioc/Link  estimates  that  of  the  7 
million  small  businesses  in  the  U.  S„  30% 
don't  have  PCs.  Of  those  that  do,  only 
20%  have  networks.  A  Nynex  survey  of 
70,000  small  businesses  found  that  onlv 


eep  in  mind  when  you're  selecting  and  installing  a  system 


DONT  LOCK  YOURSELF 
INTO  A  LONG-TERM 
CONTRACT.  The  prof 
itability  of  a  small  business 
can  be  precarious.  Don't  get 
stuck  paying  for  a  lot  of  ongo 
ing  costs  you  can't  afford  if 
times  get  tough. 

DONT  DO  IT  YOURSELF.  Unless  you  have 
technical  gurus  on  staff — and  know  you  can 
spare  them  for  weeks  or  months — choose  a 
reputable  dealer,  consultant,  or  manufacturer 
to  design  and  install  the  network. 

DONT  FOCUS  TOO  NARROWLY.  If  you  de- 
sign a  system  for  separate  applications,  you 
could  end  up  with  islands  of  technology  and 
no  coherent  network. 

DONT  CUT 
CORNERS.  Buy 

the  fastest  and 
best  products 
your  budget 
will  allow.  You 
could  extend 
the  life  of 
your  network 
by  years. 

DONT  ASSUME 
YOU  HAVE  TO 
START  FROM 
SCRATCH.  Take  a  hard  look 
at  your  equipment.  You  may  be  able  to  incor- 
porate much  of  it  into  a  larger  network. 


15%  have  Web  pages.  If  they  can  figure 
out  how  to  reach  that  untapped  market, 
suppliers  of  hardware,  software,  and  ser- 
vices for  networking  can  look  forward 
to  years  of  additional  growth. 

The  trick  is  finding  ways  to  make  the 
technology  accessible.  "For  lots  of  small 
businesses,  the  language  of  this  industry 
might  as  well  be  Chinese,"  says  Janice 
Roberts,  head  of  small-business  mar- 
keting at  3Com  Corp.,  a  leading  net- 
working-equipment maker.  Focus 
groups,  she  says,  find  that  small-busi- 
ness people  "don't  talk  about  Inter- 
net or  networks — they  talk  about 
faxes,  E-mail,  and  voice  mail." 
SIMPLE  KIT.  To  create  the 
products  and  marketing 
programs  needed  to  bring 
these  prospects  into  the 
wired  world,  3Com  has 
formed  a  small-business 
unit.  Its  only  job  is  to 
serve  customers  with  100 
or  fewer  employees.  The 
unit's  watchword:  Simplify. 
3Com's  OfficeConnect  series,  a 
line  of  prepackaged  local  area 
network  (lan)  setups,  illustrates  the 
new  paradigm.  The  product  is  intended 
to  be  simple  enough  for  most  small- 
business  owners  to  install  by  them- 
selves, and  3Com  is  confident  enough 
to  offer  a  money-back  guarantee  on  the 
entry-level  $799  OfficeConnect  kit,  which 
ties  as  many  as  eight  PCs  into  a  LAN.  If 
the  customer  can't  get  the  setup  work- 
ing in  15  minutes  or  less,  the  purchase 
price  is  refunded. 

3Com  is  only  one  of  many  big  tech- 
nology companies  to  see  the  opportunities 
in  small  business.  AT&T,  IBM,  Microsoft, 
Hewlett-Packard,  and  virtually  every  lo- 
cal phone  company  in  the  U.  S.  have  set 
up  units  specifically  targeting  the  small- 
business  market  (table).  You  can  already 
buy  low-end  products  like  3Com's  Office- 
Connect  at  electronics  chains  such  as 
Fry's,  CompUSA,  and  Computer  City. 

IBM  is  using  telephone  marketing  reps 
for  its  small-business  customers — each  is 
responsible  for  10  to  12  small  companies. 
They  work  with  the  customer,  get  them 
product  information,  and  arrange  for 
service  from  a  local  IBM  dealer — all  via 
the  phone.  IBM  is  also  offering  equip- 
ment financing,  putting  packages  of 
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hardware,  software,  and  services  all  on 
one  lease.  Microsoft  was  scheduled  to 
announce  a  new  small-business  push  on 
Nov.  13.  It  will  work  with  professional 
associations  such  as  the  American  In- 
stitute of  Certified  Public  Accountants 
to  deliver  its  products. 

Beyond  new  marketing  initiatives, 
the  networking  kings  are  beefing  up  ef- 
forts to  adapt  their  big-company  pro- 


ducts for  small  businesses.  Novell, 
whose  Netware  operating  system  can 
run  thousands  of  desktop  computers  on 
scores  of  interconnected  LANs,  is  ready- 
ing a  slimmed-down  Netware  tailored 
for  7  to  100  users.  The  new  product, 
code-named  Kayak,  is  set  to  debut  in 
early  1997  with  most  of  the  features  of 
Netware,  except  that  it  won't  support 
lans  multiple  locations. 


Thanks  to  all  this  attention,  srl 
businesses  are  finding  that  they,  I 
can  get  the  security  blanket  of  a  bl 
chip  brand.  Take  BinWest  Enterpril 
a  California-based  franchisee  of  Brul 
gers  Bagel.  Tired  of  seeing  its  PC-bal 
network  server  crash,  the  subchain  I 
decided  to  upgrade  to  an  IBM  asI 
minicomputer,  purchased  through  a  lii 
reseller.  Bin  West  Chief  Financial  Off  I 


THIS  WAY  TO  CYBERSPACE 


Setting  up  an  outpost  on  the 
World  Wide  Web  used  to  require 
more  technical  knowhow  than 
most  small  companies  could 
muster.  But  today  a  booming 
industry  offers  products  and 
services  that  can  make  the 
leap  into  cyberspace  all  but 
foolproof.  And  it's  not  just 
some  geek  in  a  garage 
supplying  the  service: 
at&t,  mci,  and  Lotus  are 
offering  some  of  the  most 
sophisticated  Web  services 
around. 

To  get  you  started, 
there's  a  new  breed  of  Web 
page  authoring  programs.  It 
used  to  be  that  laying  out  a 
Web  page  meant  hiring  somebody 
who  had  mastered  the  intricacies  of 
html  (hypertext  markup  language), 
which  controls  each  page's  appear- 
ance. Now,  there  are  programs  that 
make  Web  authoring  as  easy  as  cre- 
ating a  newsletter  or  brochure  with 
a  desktop-publishing  package.  These 
include  Fusion  from  NetObjects 
($695),  FutureTense's  Texture 
($495),  and  Microsoft's  FrontPage 
($149).  Fusion  offers  dozens  of  pre- 
programmed graphic  styles,  com- 
plete with  buttons,  borders,  type 
fonts,  and  other  elements.  Texture's 
specialty  is  tying  Web  pages  to 
databases. 

HEADACHE  CURE.  If  rolling  your  own 
doesn't  interest  you,  you  may  want 


Special  Report 


to  consider  one  of  the  Web's  business 
and  city  directory  services,  such  as 
BigBook  Inc.  and  CitySearch,  which 
put  businesses  online  with  prefor- 
matted  Web  pages.  Their  main  ad- 
vantage: loads  of  traffic. 

To  get  a  page  with  maximum  al- 
lure— and  avoid  dealing  with  the 
technical  end  of  things — you  may 
want  to  hire  a  local  Web  develop- 


NET  GAINS 


These  days,  you  can  create  your 
Web  site-new  software  makes 
that  possible-but  you'll  probably 
want  to  hire  someone  to  run  it 


ment  company.  They're  everywhere 
these  days,  and  they  typically 
charge  about  $50  per  hour.  Count  on 
spending  at  least  $1,000  for  a  basic 
custom-built  site.  If  you  want  to  add 
a  product  catalog,  video  clips,  or 
Java  programs  that  customers  can 
download  to  their  PCs,  you  can 
spend  $5,000  or  more,  says  Eric  B. 
Wiener,  president  of  Analytic  Mi- 
crosystems Inc.,  a  Web  developer  in 
Hoboken,  N.J. 

Once  your  Web  site  is  created, 
who's  going  to  operate  it?  For  most 
small  businesses,  running  a  Web 
server  computer  is  much  more  trou- 
ble than  it's  worth.  Between  buying 
the  right  hardware  and  software,  hir- 
ing staff,  and  paying  for  a  fast  Net 
connection,  you're  looking  at  spend- 
ing around  $75,000  up  front.  Says 


Wiener:  "Let  somebody  else  have 
those  headaches." 

Fortunately,  there  are  lots  of 
outfits  that  are  eager  to  take  on 
the  job.  Besides  local,  regional, 
and  national  Internet  service 
providers  (isps),  there  are 
now  several  companies  that 
specialize  in  getting  small 
businesses  online.  They  of- 
»  mgg     i  fer  a  wide  assortment  of 
*S  Eg,       I  services  and  pricing  plans. 

Web  sites  are  fairly  trans-  j 
portable,  so  don't  worry 
about  getting  locked  into  a 
poor  hosting  service.  But  be- 
fore you  sign  up,  make  sure 
you'll  be  free  to  update  your 
Web  pages  as  often  as  you  like, 
irectly  from  your  own  computer 
and  at  no  charge. 

AT  YOUR  SERVICE.  Typical  of  the  ISPS 
is  Mindspring  Enterprises  Inc.,  an 
Atlanta-based  national  service.  It's 
charging  a  onetime  $175  setup  fee — 
which  covers  registration  of  your 
own  Internet  domain  name — and  $50 
a  month  to  host  10  megabytes  of 
Web  material,  or  about  40  pages' 
worth.  Software  giant  Computer  As- 
sociates Inc.  has  just  launched  a  di- 
vision called  NetHaven,  which  spe- 
cializes in  hosting  small  commercial 
Web  sites,  usweb  Corp.  is  aiming  for 
medium-size  companies  and  has  cre- 
ated a  network  of  30  affiliated  Web 
developers. 

One  of  the  more  comprehensive 
Web  hosting  services  is  available 
from  at&t.  The  carrier's  monthly 
fees  start  at  $295  a  month,  which 
covers  a  registered  vanity  domain 
name,  100  megabytes  of  server  stor- 
age, and  up  to  200  megabytes  of 
data  downloaded  to  visitors  each 
month.  For  additional  fees,  at&t  will 
process  credit-card  transactions  and 
even  alert  you  to  all  those  visiting 
your  site  as  soon  as  they  click  on  a 
designated  button.  Try  that  with 
your  old  paper  catalog. 

By  John  W.  Verity  in  New  York 
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INTRODUCING 
CONFIGURABLE 
N  ETWORK 
COMPUTING. 

A  SOFTWARE  TECHNOLOGY 

SO  TRANSPARENT, 
YOU  CAN  SEE  THE  FUTURE 
THROUGH  IT. 


Protect  your  mission-critical  software  investment  from  the  inevitable  technology  and  business 
changes  of  tomorrow  with  Configurable  Network  Computing,  "  or  CNC.  Available  only 
in  J.D.  Edwards  OneWorld"'  software,  CNC's  distributed  object  technology  is  flexible 
enough  to  partition  and  redistribute  your  applications  across  current  and  emerging  industry 
standards,  without  the  time-consuming  programming  required  by  traditional  client/server 
systems.  Today,  OneWorld  with  CNC  works  with  UNIX,  Windows  NT,  OS/400  and  MVS 
systems,  plus  the  leading  SQL  databases.  And  tomorrow,  who  knows?  Best  of  all,  it's 
from  J.D.  Edwards,  a  leader  in  enterprise  solutions,  with  almost  4,000  customers  in  over 
90  countries.  For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


(fright  ©J.D  Edwards  World  Source  Company.  1W6  ]D  Edwards  is  a  registered  trademark  of )  D  Edwards  &  Company  OneWorld  and  Configurable  Network  Computing  are  trademarks  ot  )  D  Edwards  World  Source Company  OS/- 
MVS  are  registered  trademarks  ol  the  IBM  Corporation  UNIX  is  a  registered  trademark  in  the  US  and  other  countries,  licensed  exclusively  by  X/Open  Company.  Ltd  Windows  NT  is  a  registered  trademark  ol  the  Microsoft  Corporati. 


Dick  Brokl  says  the  IBM  serv- 
er will  be  linked  to  all  12  of 
the  company's  stores,  so  that 
sales  data  can  be  downloaded 
automatically  every  night. 
BruWest  has  spent  about 
$35,000  for  the  AS/400  hard- 
ware and  software,  and  it 
now  plans  to  add  software 
that  can  poll  stores  for  spe- 
cific data.  Brokl  says  he  chose 
ikm  so  he  could  sleep  at 
night.  "We  don't  have  a  lot 
of  techies  running  around 
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here,  so  we  need  a  piece  of 
technology  that's  reliable," 
says  Brokl.  "We  want  to  run 
bagel  stores.  I  don't  want  to 
be  running  systems." 

Nor  do  most  small-business 
owners.  That's  why,  between  ■HHBfl 
the  maker  of  technology  and  the  new 
consumers,  there  stand  thousands  of  so- 
called  value-added  resellers  (vars)  like 
the  one  used  by  Bin  West.  These  compa- 
nies— at  least  in  theory — do  for  small 
businesses  what  the  sophisticated  sys- 
tems integrators,  such  as  Andersen  Con- 
sulting and  Electronic  Data  Systems 
Corp.,  do  for  giant  corporations  (page 
172).  "We  are  a  small  business  ourselves, 
so  we  can  understand  the  needs  of  small 
businesses  much  better,"  says  Michael 
Mullins,  president  of  Comtex  Informa- 
tion Systems  Inc.,  a  var  in  New  York 
City. 

REALITY  CHECK.  Resellers  can  also  pro- 
vide a  reality  check  for  companies  that 
are  blinded  by  the  light  of  all  the  gee- 
whiz  networking  gear  out  there.  "Cus- 
tomers make  mistakes  when  they  want 
the  latest  technology  but  haven't  looked 
carefully  at  what  they  really  need,"  says 
Tom  Sullivan,  a  network  consultant  with 
Digital  Equipment  Corp.  Another  com- 
mon mistake:  Customers  tend  to  focus 
on  a  few  specific  problems.  "That  usual- 
ly evolves  into  building  islands  of  tech- 


nology, with  no  coherent  plan  for  linking 
them  together,"  says  Sullivan. 

Networks  don't  have  to  be  huge  af- 
fairs. Timbrel  Medical  Development 
Corp.,  a  hospital  consultancy  in  Ridge- 
wood,  N.J.,  with  10  employees,  uses 
Windows  95's  limited  networking  capa- 
bility to  share  files  and  printers.  "It  al- 
lows us  to  not  have  to  carry  floppies 
from  machine  to  machine,"  says  Scott 
Van  Sickle,  Timbrel's  information  director. 
Timbrel  needn't  stop  at  mere  file  sharing. 
Prices  have  dropped  dramatically  for 
once  pricey  groupware  products  that  en- 
able teams  of  workers  to  share  informa- 
tion (page  170). 

Small  businesses  often  don't  have  a 
choice  about  getting  wired:  The  big 
companies  they  work  with  insist  on  it. 
Wal-Mart  Stores  Inc.  and  J.  C.  Penney 
Co.,  for  example,  require  all  suppliers, 
no  matter  how  small,  to  be  linked  elec- 
tronically to  their  order-processing  sys- 
tems if  they  want  to  sell  to  the  huge  re- 
tailers. Such  electronic  data  interchange 
(edi)  systems  are  becoming  the  norm 
for  large  organizations;  small  business- 


GLOBAL  REACH 


The  Web  allows  tiny  Bulk  Handli 
which  builds  conveyor  belts  and 
other  gear,  to  attract  customers 
from  around  the  world 

es  that  serve  them  must  join  or  1 
Even  if  edi  isn't  mandated,  custom 
appreciate  the  electronic  link.  "( 
clients  kept  asking  us  for  our  E-11 
address  and  to  send  a  file  electronica 
says  Todd  Irwin,  vice-president 
Coltrin  &  Associates,  a  New  York  p 
lie-relations  firm  with  22  employe 
Last  year,  Irwin  started  push 
founder  Steve  Coltrin,  a  51-year 
technology  neophyte,  for  a  network, 
have  to  admit  I  didn't  see  it  as  a  ne 
to-have,"  says  Coltrin.  "But  it  beca 
veiy  clear  that  if  we  wanted  to  comp 
with  the  3,000-people  firms,  we'd  h; 
to  be  technologically  superior." 

The  agency's  odyssey  into  lan-wo 
is  something  of  a  primer  on  what  sn 
businesses  should — and  should  not 


WHO  YA  GONNA  GALL?  S°me  networking  help  from  brand-name  companies 


MICROSOFT  (800  607-6872) 

Gives  product  information  and  refer- 
rals over  the  hot  line;  has  a  small- 
business  Web  site  featuring  a 
monthly  online  magazine. 


IBM  (800  426-4968)  Small  busi- 
nesses are  a  major  new  target  for 
Big  Blue.  It  has  set  up  telephone 
sales  reps  that  work  with  10  to  12 
customers  each. 


NOVELL  (800  453-1267) 

Is  planning  to  roll  out  a  number  of 
small-business  initiatives  in  early 
1997,  including  a  slimmed-down 
version  of  its  Netware  software. 


HEWLETT-PACKARD  (800  322- 
4772)  Its  Vectra  500  PCs  and  net- 
working products  are  geared  for 
small  businesses.  The  Vectra  500 
has  a  built-in  modem  and  voice 
mail,  E-mail,  and  fax  capabilities. 
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AT&T  (800  222-0400)  Has  a 

national  small-business  sales  force. 
Recently  started  Web  Marketing 
Solution,  which  provides  Internet 
access,  Web  hosting  and  design, 
advertising,  and  service. 


3COM  (800  638-3266)  Its  Office- 
Connect  series,  a  line  of  prepack- 
aged local  area  network  setups,  is 
meant  to  be  easy  enough  for  a  smal 
business  to  install  on  its  own. 


FRANKLIN   HIGH  YIELD 
TAX-FREE  INCOME  FUND 

Looking  For  High  Current 
Tax-Free  Income? 

***** 

HYou  can  start  by  looking  at  the  Franklin  High 
Yield  Tax-Free  Income  Fund.  Five-star  rated  by 
Morningstar,  Inc.,  overall  and  among  1013,  56 
and  221  municipal  bond  funds  for  the  3-,  5-,  and 
10-year  periods  ended  9/30/96, 1  the  fund's 
Class  I  shares  seek  to  provide  investors  with  high 
current  income  exempt  from  regular  federa 
income  tax  by  investing  in  high  yielding,  lower- 
and  non-rated  municipal  securities.11  And  that  may 
be  an  advantage  for  those  seeking  to  maximize 
their  tax-free  income.  Of  course,  an  investor  is  paid 
a  higher  yield  to  assume  a  greater  degree  of  credit 
risk. 

IB  The  fund  is  designed  to  give  you: 
Monthly  Income  Dividends 
National  Diversification 
The  Potential  For  Tax-Free  Compounding 

il  Call  your  investment  representative  or  Franklin 
today  for  a  free  brochure. 

'Rating  pertains  only  to  Class  I  shares  of  the  fund.  Class  II  shares,  which  the  fund 
)egun  offering  on  May  1 ,  1995.  arc  subject  to  different  fees  and  expenses,  which 
■vill  affect  their  performance.  Please  see  the  prospectus  lor  information  regarding 

1  Class  I  and  Class  II  shares. 
Morningstar  proprietary  ratings  reflect  historical  risk-ad|ustcd  performance  as 

i  )f  9/ 30/96. The  ratings  are  subject  to  change  every  month.  Past  performance  is 
10  guarantee  of  future  results.  Morningstar  ratings  are  calculated  from  the  fund's 
Jiree-.  five  ,  and  ten-year  average  annual  returns  in  excess  of  90-day  Treasury  bill 
'etums  with  appropriate  sales  charge  adjustments,  and  a  risk  lactor  that  reflects 
und  performance  below  90-day  T-bill  returns.  The  one-year  rating  is  calculated 
ising  the  same  methodology,  but  is  not  a  component  of  the  overall  rating.  Ten  pcr- 
:ent  ol  the  funds  in  an  investment  category  receive  five  stars  and  22.5°n  receive  four 
itars.  The  fund  received  a  four-star  rating  for  the  one-year  period  among  1,745 
Tiumcipul  bond  funds. 

'These  dividends  are  generally  subject  to  state  and  local  income  taxes,  if  any.  For 
investors  subject  to  federal  or  state  alternative  minimum  tav,  a  small  portion  ol 
Jiese  dividends  may  be  subject  to  such  tax.  Distributions  of  cupital  gains  und  of 
irdinury  income  Irom  accrued  market  discount,  if  any,  are  generally  luxuble 
Franidin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  High  Yield  Tax-Free  Income  Fund,  including  sales  charges  and  expenses 
I  will  read  it  carefully  before  I  invest  or  send  money. 
□  I  am  currently  a  Franklin  shareholder. 

Name 
Address 
City/State/Zip 


Daytime  Phone 


777  Manners  Island  Boulevard 

  San  Mateo,  CA  94404- 1  585 

A    Member    of    the    $151    Billion    Franklin    Templeton  Group 


when  installing  a  network  (table,  page 
164).  "I  wish  now  I  had  talked  to  an- 
other small-business  owner  with  a  net- 
work," says  Coltrin.  The  film  designated 
Irwin  as  the  project's  point  man,  chosen 
because  he  was  the  pc-savviest  staffer. 
Most  small  businesses  probably  have 
such  employees,  but  they  should  think 
long  and  hard  about  whether  they  can 
spare  them.  "I  spent  so  much  time  on 


this,  it  was  like  having  a  night  job  that 
I  didn't  get  paid  for,"  says  Irwin. 

The  agency  brought  in  a  vak  chosen 
from  a  list  of  authorized  resellers  sup- 
plied by  3Com  and  other  manufacturers. 
It  spent  $110,000  on  equipment  and  fees, 
keeping  the  Apple  Macintoshes  it  already 
had.  Coltrin  says  his  smallest  move  was 
to  lock  the  var,  Lande  Group,  into  a  flat 
rate.  That's  because  it  took  two  months 


longer  than  promised  to  get  the  netvJ 
up  and  running — primarily  becaj 
Nynex  was  10  weeks  late  in  install! 
high-speed  phone  link. 

It  took  the  boss  an  additional  thre< 
four  months  to  be  convinced  that 
leap  into  the  wired  world  was  wortl 
Today,  though,  Coltrin  couldn't  be  m 
enthusiastic.  "I  thought  initially  it  wc 
boost  productivity,  and  that  didn't  r 


GROUPWARE:  THE  MORE  THE  MERRIER 


Jeanne  Lambert  start- 
ed her  company,  tele- 
sales Inc.,  three 
years  ago,  to  provide  tele- 
marketing services  to 
small  high-tech  companies. 
The  first  thing  she  needed 
was  software  that  would 
automate  the  sales 
process,  from  generating 
and  tracking  leads  to  clos- 
ing the  deal.  Her  clients 
also  had  to  be  able  to  tap 
into  the  system.  The  solu- 
tion: Lotus  Development 
Corp.'s  Notes  collabora- 
tion software.  "They  were 
the  only  game  in  town," 
says  Lambert. 

Not  so  anymore.  Today,  small-busi- 
ness owners  have  a  wealth  of  options 
when  it  comes  to  software  that  helps 
teams  of  workers  share  information. 
And,  with  the  spread  of  the  Internet, 
it's  cheaper  and  easier  than  ever  to 
set  up  "groupware"  systems.  From 
every  comer  of  cyberspace,  compa- 
nies are  coming  out  with  Notes-like 
products  for  the  World  Wide  Web. 
OFF  THE  SCREEN.  The  Web,  in  partic- 
ular, provides  an  ideal,  low-cost  infra- 
structure for  building  groupware  ap- 
plications— for  electronic  discussions, 
scheduling  meetings  on  a  common 
calendar,  or  letting  teams  review  and 
modify  reports  or  other  documents. 
Some  systems  even  route  work  auto- 
matically from  one  PC  to  another — 
say,  to  complete  a  credit  authoriza- 
tion. By  using  groupware  with  a 


Special  Report 


standard  Web  setup,  companies  can 
easily  collaborate  with  partners,  sup- 
pliers, or  customers. 

The  most  prominent  new  group- 
ware  player  is  Netscape  Communica- 
tions Corp.  It's  building  new  features, 
such  as  E-mail  and  scheduling,  around 
its  Navigator  browser  to  make  it  into 


Lambert's  company,  telesales, 
uses  Radnet  software-and  even 
helps  sell  its  products 

a  groupware  "client."  A  test  version 
of  the  new  program,  called  Communi- 
cator, will  soon  be  available  on 
Netscape's  Web  site.  "Lotus  defined 
the  [groupware]  market,"  says  Eric 
Brown,  an  analyst  with  Forrester  Re- 
search Inc.  "Now,  in  many  ways, 
Netscape  has  redefined  it." 

Lotus,  too,  is  Web-izing.  A  new 
version  of  Notes,  called  Domino,  acts 
as  a  Web  server.  And  its  new  Webli- 
cator  program  plugs  into  a  browser 
and  provides  many  Notes  features 
without  requiring  a  pricey  Notes 
server  program.  Microsoft,  mean- 
while, has  created  an  E-mail  and 
scheduling  program  called  Outlook 
for  its  new  Web-friendly  Office  97 
suite.  It's  also  reworking  Exchange, 
a  messaging  system,  for  the  Web. 
And  on  Oct.  15,  Novell  Inc.  shipped 
an  update  of  its  Group  Wise  program 
designed  for  intranets. 

While  the  big  software  makers  fo- 
cus on  big  corporate  accounts,  a  new 
crop  of  startups  is  targeting  the 
small-business  market,  including 


Radnet  Inc.  in  Cambridge, 
Mass.,  and  Open  Text  in 
Bannockburn,  111.  Their 
marketing  efforts  are  a 
welcome  development  for 
small-business  owners. 
With  Lotus,  "I  didn't  tend 
to  show  up  on  their  radar 
screen,"  says  telesales' 
Lambert.  After  signing  on 
Radnet  as  a  client,  Lam- 
bert quickly  began  using 
its  WebShare  program  to 
track  sales.  When  Web 
surfers  download  trial  soft- 
ware from  Radnet's  Web 
site,  they  fill  out  an  elec- 
tronic form,  which  is  auto- 
matically routed  to  telesales  sales 
reps.  Now,  Lambert  is  looking  at  us- 
ing WebShare  across  her  50-person 
company,  in  lieu  of  Notes. 

Small  businesses  may  find  the  newj 
products  well-suited  to  their  needs — | 
perhaps  because  they  were  devel- 
oped by  small  companies.  While 
nothing  on  the  market  tops  Lotus 
Notes  when  it  comes  to  securing  in- 
formation stored  on  sprawling  corpo- 
rate nets,  it  can  be  overkill  for  many| 
small  ferns.  The  upstarts'  products 
don't  require  an  investment  in  big, 
proprietary  programs,  either.  Web- 
Share, for  example,  works  with  stan- 
dard Web  setups  and  the  E-mail  or 
database  packages  customers  already 
own.  "Anything  that's  Web-based  is 
better  for  small  companies,"  says 
Don  Bulens,  CEO  of  Radnet  and  a 
former  Lotus  executive. 

The  rise  of  upstarts  has  not 
escaped  the  notice  of  the  big  play- 
ers. (Indeed,  Lotus  sued  Radnet  on 
Nov.  7  for  hiring  away  an  employ- 
ee.) From  Lotus  to  Microsoft, 
they're  now  adapting  and  packaging 
their  groupware  products  for  the 
small-business  market.  That's  just 
what  small  companies  need — lots  of 
software  makers  fighting  for  their 
business. 

By  Amy  Cortese  in  New  York 
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"After  you've  experienced  Ultravision^ 
everything  else  is  just  television/' 


The  drama  of  true-to-life  images  enveloped 
in  lifelike  audio.  Incredibly  vivid  colors 
seen  in  amazing  clarity.  Sound  that  impacts 
your  mind  as  much  as  your  ears.  This  is  what 
differentiates  the  Ultravision  experience 
rorri  merely  watching  television.  A  difference  made  possible  by 
echnological  advances  that  are  unique  to  Hitachi,  such  as  the 
TOTV  Lens  System  that  significantly  improves  picture  quality 
>y  using  higher  grade  optics  and  state-of-the-art  lens  design. 

Hitachi's  exclusive  high-output  mmm^mmmmmeaB 
Jltravision  Projection  Tubes,  together  with 
arge  diameter  electron  guns,  further  ■WMMwHEpSM 
mprove  focus  clarity  by  providing  more  1  MM 
>recise  magnification  and  increased  M 
iccuracy  of  the  electron  beam's  shape. 

To  ensure  that  your  television  main-  I  S  BHKnjSi 
ains  its  sharpness,  Hitachi  developed  IhMMHHI 


Magic  Focus,  the  industry's  only  automatic     u  i 
digital  convergence  system.  And  because 

the  Ultravision  experience  demands  sound 

.  ,  .     ,      .  B   MR6IG  FOCUS  1  i 

that  s  as  breathtakingly  sharp  as  our 

picture,  Hitachi  has  taken  Dolby  Pro- 
Logic*  Surround  Sound  to  an  even  higher  1 
level  with  a  built-in  center  channel  speaker. 

And  thafs  just  the  beginning.  There's  also  Hitachi's 
Wireless  Sound  Delivery  System,  Perfect  Volume,  UltraTEC 
Color  Coded  On-Screen  Display,  MultiViewer  Dual  Tuner  PIP, 
Auto  Link,  Plug  &  Play...the  list  of  Hitachi  features  goes  on 
and  on.  As  will  your  viewing  pleasure.  So  much  so,  that  once 
you've  experienced  Ultravision,  you'll  never  settle  for  plain 
old  television  again.  Like  every  product  Hitachi  makes,  from 
computers  and  semiconductors  to  power  tools  and  power 
plants,  we  put  innovation  and  quality  first  to  make  sure  your 
satisfaction  will  last. 


A  TOTALLY  NEW  VISION 


■or  more  information  about  Hitachi,  call  1-8M-HITACHI  orvisit  our  web  site  at  http*www.hitachi.ccim  ©  1996  Hitachi,  Ltd. 


Dolby  Pro-Logic  is  a  registered  trademark  of  Dolby  Laboratories  Licensing  Corporation. 


ly  happen,"  he  says.  "Instead,  I've  seen 
a  real  performance  improvement.  Our 
people  are  much  more  creative  now." 


Special  Report 


Indeed,  as  big  companies  have  learned, 
networking  can  be  a  powerful  force  for 
change  in  an  organization.  The  new  links 
change  work  patterns  and  rearrange  hi- 
erarchies. And  because  the  technology 
allows  a  business  to  operate  as  a  "virtu- 


al corporation" — relying  on  remote  free- 
lancers and  so  on — a  network  invest- 
ment by  a  small  company  can  have  a 
big  payoff,  by  avoiding  fixed  costs. 

True,  the  world  of  routers  and  lans 
can  seem  daunting — a  Hewlett-Packard 
survey  found  that  some  55%  of  small 
businesses  would  like  to  be  networked 
but  think  it's  too  complex.  And  too  many 
small  businesses  "have  a  knee-jerk  reacr 
tion  to  something  simple  that  looks  like  a 
panacea"  says  Comtex  President  Mullins. 
"They  don't  look  where  they're  going 


long-term."  So  they  wind  up  buyini 
bare-bones  net  that  can  only  do  prinl 
or  file-sharing.  "If  you  just  want  to  a 
money,  you  don't  need  to  go  to  the  I 
end,"  says  Raymond  L.  Boggs,  dire 
of  small-business  programs  for  idc/L 
"But  if  you're  trying  to  make  moi 
you  do."  Words  to  remember  for  a  si 
company  gazing  into  cyberspace. 

By  Catherine  Arnst,  with  Ira  Sa 
and  Paul  Eng,  in  New  York,  Ai 
Ri'uthardt  in  San  Francisco,  and 
mi  a  reports 


SB 


HOW  TO  GET  THE  RIGHT  GURU 


Network  hardware  is  easier  to 
buy  and  set  up  than  ever 
before — it's  pretty  much  "goof- 
proof,"  says  Greg  Cline,  an  analyst 
with  Business  Research  Group  in 
Newton,  Mass.  But  the  same  can't 
be  said  for  networking  software, 
which  remains  dauntingly  complex. 

Thus,  a  small  army  of  so-called 
value-added  resellers,  or  vars,  keeps 
busy  recommending,  installing,  and 
servicing  entire  networks,  especial- 
ly for  the  7  million  small  busi 
nesses  in  the  U.  S.  "A  lot  of 
small  businesses  try  to  do  it 
themselves,  and  then  when 
they  can't  get  it  to  work, 
they  come  to  us,"  says 
Werner  Gertje,  vice-pres- 
ident of  LANPro  Business 
Solutions,  a  small  var  in 
Natick,  Mass. 

There  are  an  estimated 
30,000  such  consulting 
firms  in  the  U.  S.  alone, 
ranging  from  one-person 
shops  to  outfits  with  several 
hundred  employees.  Most  are 
allied  with  one  or  more  sellers  of 
networking  products,  from  whom 
they  receive  varying  levels  of  training 
and  certification.  About  half  are  spe- 
cialized in  vertical  markets,  such  as 
legal,  medical,  or  retail,  while  the  rest 
take  on  any  client,  vars  used  to  make 
their  profit  from  markups  on  hard- 
ware and  software.  Now,  with  fierce 
price  competition  on  basic  products 
from  superstores  such  as  CompUSA, 
their  earnings  come  mostly  from 
hourly  fees,  typically  $100'to  $150. 
WORD  OF  MOUTH.  Finding  and  choos- 
ing a  var  can  be  tough  for  small-biz 
owners,  because  there  is  no  central- 
ized listing  or  rating  service.  Mostly, 
customers  find  help  by  getting  refer- 
rals from  networking  vendors,  scan- 
ning the  yellow  pages,  or — best  of 
all — via  word  of  mouth. 


Before  you  sign  up  with  a  var, 
check  references,  and  don't  settle  for 
less  than  glowing  reviews.  A  good 
rule  of  thumb:  Match  the  size  of  your 
business  to  that  of  the  var.  A  big  ftnn 
may  not  give  your  two-person  flower 
store  enough  attention,  while  a  garage 
shop  could  be  overwhelmed  by  the 
task  of  wiring  a  50-person  law  office. 


RULE  OF  THUMB 


Match  the  size  of  your  company  to 
the  size  of  the  value-added 
reseller  who  will  recommend, 
install,  and  service  your  network 

The  big  computer  chains  are  try- 
ing to  get  into  the  service  end  of  the 
business,  too.  With  networking  gear 
from  the  likes  of  Compaq  Computer 
Corp.  and  Hewlett-Packard  Co., 
these  outlets  are  selling  packages 
with  all  the  PCs,  add-on  hardware, 
and  software  needed  for  a  network. 
If  you're  one  of  the  30%  of  small- 


business  owners  who  have  no  PCs  at 
all,  that's  a  good  way  to  go.  Comp 
USA,  for  example,  employs  techni- 
cians to  set  up  networks  at  competi- 1 
tive  hourly  rates.  Also,  consider  this:f 
If  you  have  a  branch  office  in  anoth- 
er state,  the  national  reach  of  a  na- 
tional chain  could  be  a  lifesaver. 
TAILORED  SOFTWARE,  If  you're 
adding  a  network  to  existing  PCs, 
thousands  of  vars  can  install  entry- 
level  software  from  Microsoft  and 
Artisoft  (best  suited  for  up  to  10 
users)  and  Novell  (for  7  to  25 
users).  If  you're  in  a  special- 
ized field  such  as  dentistry, 
real  estate,  or  nonprofit 
management,  you  may  be 
ooking  for  tailored  soft-  j 
^""iCT^  ware  packages,  which  a 
^^XJ^T  vertical-market  var  could 
provide.  Ask  vendors  or 
your  professional  associa- 
tion for  names. 
What  about  getting  help 
from  giants  such  as  IBM  or 
Digital  Equipment  Corp.? 
Most  of  these  companies  will 
refer  jobs  of  less  than  several 
hundred  PCs  to  local  vars.  But  local 
phone  companies,  including  Pacific- 
Bell  and  Bell  Atlantic  Corp.,  have 
launched  soup-to-nuts  services  for 
small  businesses  that  will  install  net- 
works and  also  hook  them  up  to  the 
phone  system.  Especially  if  you're 
seeking  Internet  access,  consider 
their  solutions. 

Picking  a  var  "is  like  choosing  a 
plastic  surgeon,"  says  Raymond  L. 
Boggs,  an  analyst  for  consulting  firm 
IDC/Link  in  New  York.  Simple  jobs 
are  suitable  for  anybody,  but  if  the 
work  is  complex — putting  your  busi- 
ness on  the  Internet  or  realigning 
your  nose — you  want  to  get  the  very 
best  you  can  find. 

By  Andy  Reinhardt  in  San 
Ffcincisco 
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AT&T  900  Service  takes  your  customer  support  costs 
out  of  the  left  and  into  the  right. 


Is  your  customer  support  costing  too  much  money?  An  AT&T  900  number  turns  it  into  a  sen  ice  that 
pays  for  itself.  Now  you  can  sok  e  your  customers'  problems  while  you  solve  one  of  your  ow  n.  AT&T  900  Service. 
It  puts  your  customer  support  costs  back  in  the  black.  Which  keeps  you  from  seeing  reel. 
CALL    1    800    655-1366    Ext.  669   http://www.att.com/business/900services  ^E: 


AT&T.  For  the  life  of  your  business:  AT&T 
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Personal  Business 
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SHELTER  YOUR  BONDS? 
THINK  AGAIN 


You  and  your  spouse 
have  a  nice  little  nest 
egg  of  stock  and  bond 
mutual  funds.  A  portion  of 
your  portfolio  is  in  a  tax-de- 
ferred retirement  account, 
and  the  rest  is  in  a  taxable 
account.  Should  the  bond  or 
the  stock  funds  get  the  tax 
shelter? 

Conventional  wisdom  says 
that  bond  funds  should  be 
put  in  the  tax-deferred  ac- 
count and  stock  funds  in  the 
taxable  account.  The 


a  tax-deferred  account,"  ad- 
vises Sam  Beardsley,  the  T. 
Rowe  Price  tax  expert  who 
conducted  the  study. 

Indeed,  Beardsley's  strat- 
egy appears  to  make  sense 
for  most  people,  regardless 
of  their  tax  bracket,  as  long 
as  stocks  continue  to  outper- 
form bonds  by  at  least  three 
percentage  points  and  the  in- 
vestor has  an  investment 
horizon  of  more  than  10 
years.   The   strategy  also 


and  then  liquidated  the  ac- 
count 20  years  later.  If  you 
went  with  conventional  wis- 
dom and  put  a  bond  fund  in 
the  tax-sheltered  account  and 
a  growth  fund  in  the  taxable 
account,  your  total  aftertax 
return  would  be  $128,800. 
The  unconventional  strategy 
would  be  to  shelter  your 
growth  fund  and  put  your 
bond  fund  in  the  taxable  ac- 
count. In  this  case,  the  total 
aftertax  return   would  be 


reason:  Bond  funds 
generate  more  cur- 
rent income  than 
stock  funds,  so 
therefore  they  be- 
long in  tax-sheltered 
accounts — since  they 
could  otherwise  be  taxed  at 
ordinary  income  rates  up  to 
39.6%.  Stock  funds,  on  the 
other  hand,  realize  most  of 
their  return  in  capital  gains, 
which  are  typically  less  than 
the  current  income  of  bond 
funds  and  taxed  by  Uncle 
Sam  at  a  more  favorable  28% 
rate. 

CONVINCING  CASE.  But  don't 
give  into  traditional  thinking 
so  fast.  A  new  study  has 
come  to  a  different 
conclusion.  T.  Rowe 
Price  Associates  and 
Morningstar,  the  mu- 
tual-fund research 
firm,  analyzed  the  re- 
turns from  stock  and 
bond  funds  over  the 
past  20  years  and 
found  that  long-term 
investors  end  up  with 
more  money  after 
taxes  if  they  put  eq- 
uity funds  in  a  tax- 
sheltered  account  and 
bond  funds  in  a  tax- 
able account.  "It's 
better  to  hold  high- 
er-returning assets  in 


INVESTING 


In  the  long  run,  you'll  do  better  b; 
putting  equity  funds  in  a  tax-sheltered  accoun 


is  we 
lie  St; 
500 


works  for  all  types  of  equity 
funds  except  index  funds, 
which  don't  need  to  be  tax- 
sheltered:  They  have  little 
turnover  and  therefore  pay 
out  very  little  in  capital 
gains. 

A  look  at  the  study's  hard 
numbers  makes  a  convincing 
case.  Say,  for  instance,  you 
invested  $20,000,  divided 
evenly  between  a  stock  and  a 
bond 'fund,  on  Mar.  31,  1976, 


AGE  HAS  ITS  BENEFITS 


^THOUSANDS  OF  DOLLARS 


•$10,000  INVESTE0  IN  IHE  AVERAGE  U  S  GROWTH  FUND  FOR  THE  20  YEARS  ENDED 
MARCH  31,  1996,  ASSUMES  31%  INCOME  TAX  AND  28%  CAPITAL  GAINS  TAX  RATES 
DATA  T  ROWE  PRICE  ASSOCIATES,  MORNINGSTAR 


$142,400— a  $13,600  gain  in 
your  favor. 

What's  happening  is  that 
investors  typically  underesti- 
mate the  impact  of  reinvest- 
ing equity-fund  distributions 
on  a  tax-deferred  basis.  The 
tax-sheltered  compounding  of 
the  higher-returning  stock 
funds  earns  more  than  the 
compounding  of  the  income 
thrown  off  by  the  bond  funds. 
That's  true  even  though  the 
income  and  capital 
appreciation  of  the 
stock  fund  will  even- 
tually be  taxed  at  in- 
come tax  rates,  up  to 
39.6%,    when  the 
money  is  withdrawn, 
rather  than  at  the 
28%  capital-gains 
rate. 

Tax-sheltering  your 
income  saves  you  a 
lot  of  money  over  the 
long  haul.  For  a  peri- 
od of  less  than  10 
years,  the  difference 
in  returns  between  a 
tax-deferred  account 
and  a  taxable  account 


|  act 


threi 


11.S. 

is  not  particularly  significa  ran 
But  the  difference  betwt 
the  two  strategies  after 
years  or  longer  is  most  ch 
tainly  worthwhile  (chart). .  1 
ter  20  years,  for  instance,  t  in-- 
value  of  $10,000  in  a  tax-ftoi 
ferred    account  grew 
$103,574,  compared  with  ji  f, 
$82,681  in  a  taxable  accou  itt 
assuming  a  31%  ordinary 
come  tax  rate.  "This  sho 
the  power  of  tax-defer: 
over  time,"  says  Elean 
Blayney,  a  financial  advis 
at  Sullivan,  Bruyette,  Sp<  fee-j 
os  &  Blayney  in  McLean,  1  e 
TOP   BRACKET.   But  if 
stock  market  doesn't  outp< 
form  the  bond  market  by 
substantial  margin,  then  t 
unconventional  strategy  dot  ,„ . 
n't  work.  As  long  as  stoc 
return  mure  than  bunds  ov 
the  long  term  by  more  th 
three  percentage  points,  th 
it  makes  sense  for  people 
top  tax  rates  to  shelter  t 
bigger  return.  Historical 
the  spread  in  returns  b 
tween  stocks  and  bonds  hi,, 
been  about  five  percental  j 
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Is:  The  20-year 
bunded  annual 
•ns  were  14.3% 
he  Standard  & 
's  500-stock  in- 

and  9.7%  for 
U.  S.  long-term 
rnment  bond 

a  20-year  ma- 
,y,  according  to 
tson  Associates. 


DECIDING  WHICH  FUND  GETS 
THE  TAX  PROTECTION 

The  table  below  shows  the  total  aftertax  return*  on 
$20,000  invested  evenly  between  a  stock  and  bond 
fund  on  Mar.  31,  1976,  and  liquidated  20  years  later 


instances  when 
stors  may  not 
:  to  follow  the 
y's  advice.  For 
ince,  when  the 
ad  in  returns  of 
ks  over  bonds 

three  percent- 
points  or  less, 
the  study 
ied  for  only 
e  investors  who 
i  in  the  28%  or 

tax  bracket  at  retire- 
t.  That's  because  the  nar- 

spread  in  returns  be- 
in  stocks  and  bonds  was 
high  enough  to  offset  the 
:t  of  the  higher  taxes, 
i,  if  an  investor  had  a 
t-term  time  horizon  and 

in  the  36%  tax  bracket 
bove,  the  strategy  is  not 
mmended.  "It  takes  time 
he  advantages  of  tax-de- 
ed compounding  to  out- 
>h  the  disadvantage  of 


STOCK 
FUND 
CATEGORY 

BONO  FUND  IN  TAXABLE 
ACCT.  &  STOCK  FUND  IN 
TAX-DEFERRED  ACCT. 

BOND  FUND  IN  TAX- 
DEFERRED  ACCT.  &  STOCK 
FUND  IN  TAXABLE  IN  ACCT. 

GROWTH 

$142,400 

$128,800 

GROWTH  & 
INCOME 

118,600 

108,600 

EQUITY 
INCOME 

138,600 

119,300 

SMALL 
COMPANY 

158,900 

141,800 

FOREIGN 

109,700 

106,300 

BALANCED 

115,100 

105,400 

*  Assumes  a  capital-gains  rate  of  28% 
ingstar's  all-taxable  bond  fund. 


Bond  fund  is  based  on  Morn 


DATA:  T.  ROWE  PRICE  ASSOCIATES  INC  ,  MORNINGSTAR  INC 

taxing  capital  gains  at  higher 
income  tax  rates,"  says  Steve 
Norwitz,  a  vice-president  at 
T.  Rowe  Price.  Any  huge  cut 
in  the  capital-gains  tax  rate 
would  also  make  this  ap- 
proach impractical. 
HUSBAND  AND  WIFE.  This 
strategy  isn't  necessary  for 
index  funds,  either.  That's  be- 
cause index  funds  have  mini- 
mal turnover,  and  therefore 
they  pay  out  very  little,  year 
in  and  year  out,  in  capital 


gains.  Says  Beards- 
ley:  "The  overall 
benefit  of  putting  an 
index  fund  in  a  tax- 
deferred  account  is 
less  than  with  oth- 
er types  of  equity 
funds." 

Your  personal 
situation  may  also 
dictate  that  you  not 
follow  the  course. 
Say,  for  example,  a 
husband  has  all  his 
wealth  in  retire- 
ment assets  in  a 
tax-deferred  ac- 
count. His  wife's  as- 
sets are  in  invest- 
ment income  and  an 
inheritance,  mostly 
in  a  taxable  ac- 
count. Following 
Beardsley's  study 
would  mean  that 
the  husband  would  invest  all 
his  tax-sheltered  assets  in 
equities  while  the  wife  would 
invest  everything  in  bond 
funds.  That's  not  wise,  how- 
ever, in  the  case  of  divorce, 
say.  "It's  inequitable  for  one 
person  to  have  all  growth  in- 
vestments and  the  other  to 
have  all  fixed  income,"  ac- 
cording to  Blayney.  She  rec- 
ommends instead  that  both 
accounts  should  be  allocating 
in  a  similar  manner — that  is, 


holding  60%  in  stock 
funds  and  40%  in  bond 
funds,  say,  regardless  of 
the  tax-strategy  issues. 

While  it's  best  to  put 
stock  mutual  funds  in  re- 
tirement accounts,  what 
about  individual  stocks? 
Jonathan  Pond,  editor  of 
the  Financial  Planning 
Information  newsletter, 
recommends  they  be 
put  in  taxable  accounts. 
"If  you  have  badly  per- 
forming stocks,  the 
capital  loss  realized  is 
much  more  tax-advan- 
tageous in  a  taxable 
account  than  a  retire- 
ment account,  because 
you  can  offset  any  cap- 
ital gains  with  capital 
losses,"  he  says. 
IN  PERSPECTIVE.  Say 
that  you  had  $7,000  in 
capital  gains  and 
$11,000  in  capital  loss- 
es. You  can  use  the  $7,000 
in  gains  to  offset  the  losses, 
ending  up  with  no  capital 
gains.  Then,  take  the  next 
$3,000  to  reduce  other  in- 
come, such  as  your  salary, 
and  carry  forward  the  re- 
maining $1,000  into  the  next 
year.  In  an  equity  mutual 
fund,  the  manager,  not  you, 
controls  when  you  take  capi- 
tal gains  and  losses.  But 
with  individual  stocks,  you 
decide  when  it's  most  advan- 
tageous to  sell.  Bottom  line: 
If  you  have  $10,000  in  an  eq- 
uity fund  and  $10,000  in  in- 
dividual stocks,  stick  the  mu- 
tual fund  in  your  retirement 
account. 

While  tax  strategy  is  im- 
portant, it's  necessary  to  put 
it  in  perspective.  When  build- 
ing a  mutual-fund  portfolio, 
you  first  need  to  decide  your 
risk  tolerance  and  asset  allo- 
cation. Only  after  you've  sort- 
ed that  out  should  you  con- 
sider the  tax  picture.  For 
instance,  investors  who  are 
extremely  risk-adverse 
shouldn't  put  a  significant 
amount  of  money  in  equities 
just  to  reap  tax  advantages. 
The  Beardsley  study  may 
have  universal  appeal.  But 
in  the  end,  investors  must 
tailor  the  advice  to  their  own 
portfolios.        Toddi  Gutner 
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Personal  Business 


HOW  TO  BET  ON  TELECOM'S 
COMING  CONNECTIONS 


As  soon  as  British 
Telecommunications 
and  mci  Communica- 
tions announced 

their  merger  plans,  investors 
were  abuzz  as  to  which  com- 
panies might  mate  in  the 


in 

telecom  mar- 
certainly  are 


next  monster 
riage.  There 
plenty  of  suit- 
ors, including 
at&t  and  the  Bells.  The  key 
is  to  pick  companies  that  are 
not  only  tasty  takeover  tar- 
gets but  also  likely  to  thrive 
even  if  they  continue  to  go 
it  alone. 

In  the  U.  S.  phone  market, 
the  competitive  local  ex- 
change carriers,  as  they're 
known  in  industry  jargon, 
might  be  strong  bets.  These 
upstarts  typically  have  local 
networks  in  urban  markets 
that  help  them  woo  business 
contracts  with  low  prices  and 
reliable  service.  Unlike  the 
Bell  operating  companies, 
however,  they  are  free  to 
choose  the  customers  they 
want  to  serve.  What's  more, 
the  Telecommunications  Act 
of  1996  opened  up  local  mar- 
kets to  new  competitors, 
making  these  companies  po- 
tential partners — or  targets — 
for  long-distance  heavy- 
weights who  want  to  crack 
that  market. 

CUTTING  IN.  For  example, 
three-year-old  Brooks  Fiber 
Properties  has  focused  on  less 
cutthroat,  second-tier  markets 
•in  such  cities  as  Sunnyvale, 
Calif.,  and  Grand  Flapids, 
Mich.  Kenneth  M.  Leon,  se- 
nior vice-president  at  Chicago 
Corp.,  believes  that  Brooks 
should  start  reporting  posi- 
tive cash  flow  in  1998.  Leon 
estimates  the  stock  is  worth 
about  48  per  share,  quite  a 
hike  above  its  recent  price  of 
33%.  mci  recently  took  a  3.2% 
stake  in  Brooks. 

Some  smaller  long-distance 
companies  could  also  pair  up 


SMART  MONEY 


with  a  bigger  player.  Fron- 
tier Corp.  in  Rochester,  N.  Y., 
and  lci  International,  run  by 
a  group  of  former  mci  execu- 
tives, could  be  tantalizing  to  a 
long-distance  giant  now  or  to 
one  of  the  Bells  when  they 
get  the  regulatory  go-ahead 
to  enter  long  distance,  proba- 
bly next  year.  Frontier,  which 
has  local,  long-distance,  and 
wireless  busi- 
nesses, is  a  fa- 
vorite of  Oscar  A.  Castro,  se- 
nior portfolio  manager  at 
Montgomery  Asset  Manage- 
ment. He  figures  Frontier  is 
trading  at  about  7.4  times  its 
1997  operating  cash  flow, 
slightly  below  the  norm  for 
the  telecom  industry.  "The 
stock  is  cheap,  and  the  com- 
pany is  growing  very  nicely," 
he  says. 

Of  course,  with  mci  becom- 
ing part  of  a  megadeal,  other 
telephone  biggies  could 
emerge  as  potential  targets. 
Sprint,  already  20%  owned  by 


Deutsche  Telekom  and  France 
Telecom,  saw  its  stock  jump 
after  the  bt-mci  deal  ap- 
peared. But  Uncle  Sam  would 
probably  make  it  hard  for  ei- 
ther of  the  overseas  outfits  to 
buy  the  entire  company  until 
the  German  and  French  mar- 
kets are  opened  to  foreigners 
in  1998.  Still,  Smith  Barney 
Managing  Director  Charles  W. 
Schelke  says  that,  before  last 
week,  Sprint  was  even  more 
undervalued  than  mci.  He  fig- 
ures Sprint's  shares  should 
trade  in  the  55-to-60  range, 
compared  with  its  current 
price  of  4VA. 

Meanwhile,  long-distance 
operators  such  as  bt  and  mci 
might  want  to  add  gte  to  the 
stable,  gte  boasts  an  exten- 
sive local  network  in  28 
states.  Linda  Meltzer,  an  an- 
alyst at  ubs  Securities,  fig- 
ures gte  trades  at  the  same 
price-earnings  ratio 
of  13  as  most  local 
rivals.  But  gte  has 
an  edge  because  it 
has  a  presence  in 
both  local  and 
long-distance 
phone  markets. 

In  the  after 
math  of  the  BT- 


mci  merger,  investors  ;j 
may  want  to  take  anotJ 
look  at  cable  compaij 
whose  shares  recently  h 
been  laggards.  Phone  con 
nies  might  want  to  use  hi 
capacity  cable  lines  to  o 
telephone,  video,  and  Int 
net  services.  And  many  hi] 
ly  leveraged  cable  compai, 
are  in  need  of  cash.  John 
ker,  an  analyst  at  Mc 
gomery  Securities,  figu 
that  the  consolidation  tri 
may  benefit  Time  Wan 
which  is  trading  at  just  un 
40.  Telecom  companies  ri 
want  to  snap  up  some  of 
cable  assets  Time  Warne: 
trying  to  unload. 
WALLFLOWER?  For  telec 
operators  with  global  an 
tions,  options  are  narrowi 
One  of  the  few 
tractive  compan 
that  has  yet  to  pic 


Playing  the  Telecom 
Scramble 


COMPANY 


BROOKS  FIBER 
PROPERTIES 


CABLE  & 
WIRELESS 


FRONTIER 


STOCK  PRICE 


GTE 


*Price  as  of  Nov  11 


52-WEEK 
HIGH/LOW 

36^/26 


25J4/18K 


33//25X 


49K/37X 


RECENT 


33^ 


23% 


30% 


43% 


St 
4ti 


a 


COMMENTS 


Strong  local  phone  network  in  some 
second-tier  cities.  Might  be  a  good 
addition  for  companies  looking  to 
crack  the  local  market. 

Major  force  in  Britain  and  Asia, 
making  company  alluring  for  global 
telecom  giants  hoping  to  enter 
overseas  markets. 

Another  potential  target  for  the 
likes  of  Sprint  and  WorldCom. 
Aggressively  building  its  local 
and  long-distance  network. 

In  both  local  and  long-distance 
markets.  Could  be  an  attractive 
partner  or  takeover  target. 


DATA  BLOOMBERG  FINANCIAL  MARKETS,  BUSINESS  WEEK 


dance  partner  is  L 
don's  Cable 
Wireless, 
company 
only  has  one 
the  few  ope 
tions  in  Brit 
that  compet 
with  bt  but 
owns  57% 
Hong  K  o 
Telecommunic 
tions,  a  ma; 
player  in  the  fa 
growing  Asi 
market.  Salom 
Brothers  analj 
Andrew  Harringt 
wrote  in  Septemt 
that  Cable  &  Wireh 
could  be  worth  up 
$35  a  share  for 
American  deposita 
receipts  that  trade 
the  New  York  Sto 
Exchange.  Current 
the  adrs  tra 
around  $24. 

Certainly,  wageri 
on  future  takeove 
and  mergers  is  n 
for  investors  w 
crave  guaranteed  i 
turns.  But  for  tho 
willing  to  place  a  ft 
riskier  bets,  t 
emergence  of  glot 
phone  giants  is 
trend  worth  dialii 
up.        Amy  Bam 


SP 
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HE  BUSINESS  JET  THAT  LEAVES 
HE  OTHERS  UP  IN  THE  AIR. 


|#  hen  the  SPX  touches  down  at  LAX 
W  on  a  non-stop  flight  from  New  York, 
learest  competitor  is  just  entering 
zona  airspace.  That's  one  hour  faster 
n  any  other  manufacturer's  mid-size 
.iness  jet.  The  Lear  60  and  Citation  VII 


(I 


NEW  YORK(TEB)  to  LOS  ANGELES(LAX) 


uire  a  stop* 
:omplete  the 
sion. 

The  SPX 
lgs  a  whole 
v  dimension  to 
world  of  busi- 
s  aviation, 
rn  of  advanced 
tinology,  the 
;lage  fits  the 

nan  form  and  achieves  the  highest 
;ree  of  aerodynamics.  Interior  space  is 
ximized  while  minimizing  the  external 
ntal  drag.  As  a  result,  the  SPX  can  fly 
l-stop*  from  New  York  City  to 
i  Angeles  at  a  speed  of  .82  mach. 

mb  to  the  top 

Thanks  to  the  new 
re  powerful,  highly 
cient  AlliedSignal 
-40  engines,  the  SPX  offers  tfe/31-40 
inge  of  3,690  miles,  600  miles  greater 

lg  85%  probability  wind  4  Pax-ISA  conditions  N8AA  IFR  reserves 


U  L 


than  the  Hawker  800.  The  digitally 
controlled  engines  were  derived  from 
AlliedSignal's  highly  success- 
ful turbo  fan  engines  with  a 
history  of  more  than  28  mil- 
lion flight  hours.  Truly  a  global 
performer, 
the  SPX  will 
fly  you  to 

London  from  New  York, 
non-stop.  Combining  the 
731-40  engines  with  the 
new  wing  design,  the  SPX 
achieves  extraordinary 
short  field  performance. 
On  a  1,000  mile  mission, 
it  can  take  off  from 
runways  500  feet  shorter  than  any  of  its 
mid-size  competitors.  In  fact,  the  SPX 
can  take  off  from  shorter  fields  than  the 
Beechjet  400A  and  has  a  lower  operating 
cost  per  mile  than  the  Citation  V  Ultra. 
The  SPX  offers  the  most  advanced 

digital  avionics  that  will  be  available 
on  future  larger  business  jets  like 
the  Challenger  604,  Falcon  2000 
and  the  Galaxy.  This  advanced  Collins 
avionics  package  provides  your  pilots 
with  greater  information  and  reliability. 


.JJI 


SPX 


More  comfort  on  the  inside 

The  SPX  can  cruise  above  the  weath- 
er at  41,000  feet  for 
longer  periods  of 
time  than  any 
mid-size  business 
aircraft,  adding  to 
the  comfort  and 

ear  60  c 

quietness  ot  the 
cabin  environment.  Henry  Dreyfuss 
Associates  designed  the  cabin  interior 
around  their  human  engineering  philoso- 
phy. The  SPX  offers  greater  leg  room 
than  a  Lear  60  and  has  a  longer  cabin. 

Your  stockholders  will  applaud 

The  SPX  is  part  of  a  new  generation 
of  business  aircraft.  This  comes  at  a  time 
when  large  and  small  corporations  are 
looking  at  new  ways  to  reduce  their 
overhead  and  improve  their  profits. 
It's  the  new  reality  in  business  aviation. 
It's  something  your  stockholders 
will  applaud. 

For  more  information,  please  call 
1609  987-1125  or  fax  us  at  1 609  987-8118 
and  learn  more  about  the  business  jet 
that  leaves  the  others  up  in  the  air. 


Leadership... by  design 


Personal  Business 


BOGEY 

AT  3  O'CLOCK! 


I'm  at  3,000  feet  and 
beginning  to  climb.  I 
pull  back  the  stick, 
easing  it  to  the  left. 

As  I  do  so,  I  feel  a  huge,  suf- 
focating weight  cnimpling  me 
into  my  seat.  The  Gs.  I 
struggle  to  raise  my  head. 
Sea,  sky,  and  slips  of  white 
cloud  spin  past  me  as  the 
plane  twists  in  the  sky, 
rolling  over,  nearly  on  its 
back.  Through  the  canopy  I 
see  Charlie,  flying  low  against 
the  water.  I  edge  the  stick 
forward — slowly,  then  hard- 
er— nudging  it  to  the  right. 
I  can  hear  the  Baron  yelling 
in  my  ear.  My  hand  obeys. 

The  weight  lifts  from  my 
chest,  and  now  I'm  floating. 
Charlie  is  arcing  to  our  right. 
We  cut  his  circle,  diving 
straight  at  his  plane,  picking 
up  speed  as  we  descend. 
Stick  to  the  right.  We're  slip- 
ping in  behind.  His  tail  comes 
into  my  sights.  I  fire.  Pop- 
pop-pop.  Again,  pop-pop-pop. 
He  bounces  out  and  in.  I  fire 
again.  Whoosh!  I  can  almost 
hear  it.  Oily  white  smoke 


trails  from  Charlie's  plane.  A 
hit!  "Charlie,  you  made  my 
day." 

This  is  not  war.  I'm  over 
Long  Island  flying  a  single- 
engine  Italian-made  Marchet- 
ti,  property  of  Air  Combat 
usa,  one  of  a  half-dozen  out- 
fits across  the  country  that 
recreate  the  experience  of  pi- 
loting a  World  War  II-style 
fighter  through  combat  ma- 
neuvers and  aerobatics.  At 
my  side,  instructing  me  in 
the  fine  art  of  dogfighting  is 
Michael  von  Vietinghoff,  a 
onetime  German  Air  Force 
fighter  pilot,  who  goes  by  the 
nickname  Baron. 
ROOKIES.  What's  wild  is  that 
I  had  never  flown  a  plane  be- 
fore. Just  20  minutes  earlier, 
as  the  Marehetti  was  lifting 
off  the  runway,  the  Baron 
had  turned  the  stick  over  to 
me.  What  little  I  knew  about 
flying  I  had  learned  the  pre- 
vious hour,  in  a  flight  school 
at  a  nearby  hangar.  Charlie, 
who's  piloting  the  other  plane 
this  morning,  has  never  flown 
before  either.  He's  being 
guided  by  another  experi- 
enced pilot. 


The  Baron  is  a  funny  man, 
and  in  his  line  of  work  I  imag- 
ine it  pays  to  have  a  sense  of 
humor.  Twice  a  day,  he  takes 
novices  like  me  and  Charlie 
into  the  skies  and  gently 
scares  the  wits  out  of  a  fair 
share  of  us.  The  thrill  doesn't 
come  cheap:  $695  per  person 
for  a  half-day  that  includes 
ground  instiuetion,  an  hour  or 
so  in  the  air,  six  enemy  en- 
gagements, and  a  debriefing. 
Your  instructor  talks  you 
through  the  maneuvers  and 
stands  ready  to  take  control  if 
something  goes  wrong.  It's  re- 
ally quite  safe.  You're  high 
enough  so  that 
your  instructor 
can  easily  pull  you  out  of  the 
worst  fix  without  crashing. 

The  planes  are  mounted 
with  a  laserlike  signaling 
system  that  trips  a  device 
that  releases  smoke  into  the 
air  from  the  other  plane 
when  you  score  a  hit.  Cock- 
pit-mounted video  cameras 
track  all  the  action.  You  take 
home  a  tape  of  your  defeats 
and  victories — and,  alas,  the 
look  of  terror  on  your  face 
during  that  first  climb  and 
roll. 

Air  Combat  usa  (800  522- 
7590)  tours  the  country, 
swinging  through  the  North- 
ern states  during  the  warm 
months  and  heading  for  the 
South  as  fall  approaches.  Oth- 


THE  BARON  IS  MY  CO-PI 

Sea,  sky,  and  slips  of  w 
cloud  spin  past  me  as 
the  plane  twists  in  the 

er  programs,  including 
Warriors  in  Atlanta  (800 
2160)  and  Sky  Fighter 
Denver  (800  attacki), 
fixed  locations.  Each  com" 
operates  from  small  airfi 
well  out  of  the  way  of 
mercial  ah-  traffic.  The  tj 
customer:  a  middle-aged 
with  no  flying  experi 
whose  wife  saw  an  ad 
decided  to  surprise  him 
his  birthday. 
light  TOUCH.  Dogfighting 
veloped  during  World  W; 
over  the  pastures  of  Eur 
but  its  golden  age  was  W 
War  II,  when  the  skies 
torn  up  by  the  likes  of 
Yanks'  Rolls-powered 
Mustang    and  the 
British-made  Spitfire. 
Marehetti  that  I  flew  has 
light-touch  handling  of 
Spitfire  and  the  looks  of 
P-51,  though  nowhere  n 
its  speed. 

But  nothing  the  Baron 
me  could  prepare  me  for 
Gs.  They  come  in  pluses 
minuses:  As  the  plane  li 
defying  the  earth's  pull, 
ity's  force  increases,  so  t 
at  two  times  normal  grav 
tion  pull,  a  200-pound 
weighs  400  pounds.  Bl 
rushes  from  your  head 
your  legs.  F 
Gs    are  ab 
what  the  body  can  withst 
and  still  function  withou, 
pressurized  flight  suit.  D 
ing  descent,  as  you  expd 
ence  negative  Gs,  blood  ruj 
es  to  your  head,  and  you 
as  if  you're  floating  in  y<| 
flight  suit  and  gear. 

I  hate  to  admit  it,  but 
Gs  got  to  me.  I  experiencj 
true   panic.   Back  on 
ground,  I  was  exhausted, 
we  walked  away  from 
plane,  I  asked  the  Bard 
quite  casually,  of  course:  "Sj 
how  often  do  you  take  ov 
the  stick  up  there?" 
waved  his  hand.  Once 
twice,  maybe.  He  winked! 
will  never  really  know — j 
care  to.  E.  S.  E] 
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Technology  continuously  changes  the  way  we  do  business.  To  help  maintain  the  competitive  edge, 

business  professionals  are  constantly  looking  for  new  products  and  services. 
That's  where  the  Technology  Guide  steps  in.  This  advertising  directory  of  technology  marketers 
provides  both  readers  and  advertisers  with  invaluable  contacts— instantly. 

For  fast  response,  call  the  phone  numbers  within  each  advertisement,  mail  in  the  reader  response  card, 

or  use  the  toll  free  fax-on-demand  service. 


Toll  Free  Fax-On-Demand 

Immediately  retrieve  useful,  detailed  information  about  any  or  all  of  the 
Technology  Guide  advertisers— all  through  the  convenience  of  your  fax  machine. 
Call  800-217-3153,  then  enter  the  specific  access  code  below: 


1.  AG  Communication  Systems  1001 

2.  CH  Products  1002 

3.  Communicofor  1003 

4.  DataViz,  Inc.  1004 

5.  Microcom,  Inc.  1005 


6.  NewsNet,  Inc. 

7.  Orion  Telecom,  Inc. 

8.  Performance  Technology 

9.  PostMaster  Software,  Inc. 
10.  Rep  Profit  Management 

System  (RPMS) 


1006 

11.  Secure-It,  Inc. 

1011 

1007 

12.  SoftTek  Inc. 

1012 

1008 

13.  Sys  Technology,  Inc. 

1013 

1009 

14.  Target  Smart 

1014 

1010 

15.  TravRoute  Software 

1015 

Within  minutes,  your  requested  information  will  be  faxed  directly  to  you. 


Advertisers,  for  information  on  1997  Technology  Guides,  call  212-512-2430. 


The  Simplest,  Safest 
Way  to  Connect  Your  LAN 
to  the  Internet 


Instant  Internet  connects  your  enure  network  to  the  Internet  through  a  single  IP  address 

Instant  Internet  provides: 

•  Robust  management  tools 

Ensure  productivity.  Tell  users  when  and 
where  they  can  and  cannot  go  on  the  Internet 

•  Complete  security 

Keep  hackers  off  your  network 

•  Easy  install 

Plug-and-play  installation  without  any 
reconfiguration  of  your  LAN 


0!fll0[f 


800-784-4638 


performance  technology  www.instant.net 


The  Ultimate  Home  Office  Communications  C 
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VoiceFx  Unlimited  Multi-Level  Voice/Data/Fax  Mail 
with  Auto  Attendant  and  Fax-On-Demand 


Auto  Attendant 

•  Compatible  with  PBXS,  Centrex, 
Centra  Net 

•  Voice  prompts  to  route  calls 
Unlimited  number  of  mail- 
boxes, each  with: 

•  Password  protection 

•  Customized  greeting 


Fax-On-Demand 

•  Unlimited  number  of  documents! 

•  Multiple  groups 

•  Create  from  PCX,  TIFF,  ASCII, 
Epson  formats 

Pick  up  messages/faxes  iron 
any  remote  area 

Caller  ID  compatible 


UPGRADE  YOUR  VOICEFX  SYSTEM  TO 
MULTIPLE  LINES  FOR  WINDOWS  OR  WINDOWS  95 


(800)  669-808* 

(214)  41-6-3720  •  Fax  (214)  416-4 
ORION  TELECOM,  INC.  „     Internet  www.orionvfx.com/voice 


Everywhere,  everyday, 
every  time  you  make  a 
connection,  you're 
touched  by  Microcom. 

Microcom  is  an  industry  leader  in 
the  technological  development  and 
distribution  of  remote  access  solu- 
tions adopted  by  millions  of  users 
worldwide,  particularly  those  using 
the  Internet  and  corporate  intranets. 
Microcom's  numerous  innovations  in 
modem  technology,  network  man- 
agement, and  access  software  have 
opened  the  door  to  our  new  and 
exciting  partnerships  skch  as 
Microsoft,  Netscape,  Crafco  Systems, 
Bay  Networks,  Hewlett  Packard,  and 
Gandalf  Technologies 

800-822-822 

disconnection;  1-800-285-2802 


microcom 


TARGETING 

THE  RIGHT  OFFE! 


TO  THE  RIGHT  AUDIENCE 


Add  Marksmanship  to  Your  Marketing  Efforts 

Has  competition  in  your  marketplace  thrown  your 
marketing  efforts  off  target?  Does  tossing  your  product 
to  the  masses  lack  the  pinpoint  accuracy  required  to  hit 
the  bullseye?  Are  you  wasting  your  valuable  advertising 
dollars  on  a  "shotgun"  approach  to  marketing? 

Then  you  need  to  target  your  audience.  Deliver  a  direct 
message  that  hits  the  mark.  Create  offers  that  get  sales  and 
build  customer  loyalty.  Track  response  and  data  on  your 
buyers.  You  can  make  your  marketing  efforts  more  effec- 
tive while  decreasing  production  costs. 

Communicolor  helps  you  do  all  this  -  and  more. 

Sound  like  what  you're  looking  for?  Then  call  us  today ! 

COMMUNICOLOR* 

Your  Creative  Pirect  Mail  Partner 
CSOO)  S48-7040 

www.communicolor.com 


3et  a  GRIP  on  Sales 

with  RPMS 


"RPMS  enables  me  to 
easily  display  product 
movement  by  customer, 
territory,  or  rep.  Quite 
simply,  RPMS  saves 
time. " 
Bob  Cannon 
VP  Sales  &  Mkt. 
Channellock,  Inc. 


*OW  AVAILABLE 

FOR 
IANUFACTURERS 

fiei  i  Channellock  needed 
?tter  sales  analysis  they 
irned  to  Rep  Profit  Management 
jfetem  (RPMS),  the  most  popular 
3les  analysis  &  commission 
lanagement  software  for  independent 
lanufacturers'  rep  agencies. 

•  Exchange  Data  Electronically  with  Sales  Reps 

•  Track  Sales 

•  Distribute  Commissions 

•  EDI  and  much,  much  MORE!!! 

call  800-776-7435 

FOR  INFO.  PACKET  &  DEMO 

www.rpms.com 


Stop  Pentium  Chip  Theft 
With  The  CoverLock  ™ 

Locks  CPU  Case/CD  ROM/Floppy  Drive 

•  Prevents  Pentium  processor  and  memory  chip  theft 

•  Secures  all  internal  components 

•  Universal  -  Fits  most  CPU  Models 

•  Locks  in  CD  ROMs 

•  Optional  security  cable  available  to  lock  down  equipment 

•  Locks  available  keyed  alike,  keyed  differently,  or  master  keyed 

•  Lifetime  warranty  on  all  components 

Quick  And  Easy  To  Install! 


Suggested  Retail  Price  $29.95 


CD  Horn  Lock  tCW-400) 


Order  now  —  Call  800-451-7592... 

18  Maple  Court,  to  Longmeadow,  MA  01028,  USA  phone  4135257039 
FAX:  413-525-8807  EMAILsecure-it@owk.com  /TO/WET  htlp://www.secure  il  com 
©1996  Secure-It,  Inc. 


At  last,  a  CD-ROM  for  anyone  who 
has  ever  wondered  where  to  turn. 


ROAD  TRIPS™ 
Door-to-Door  is 
a  road  atlas,  a 
street  atlas,  and 
an  address-to- 
address  navigation 
system  all  in  one  easy-to- 
use  CD-ROM.  No  other 
single  product  compares 
in  features 
and  func- 
tions. Door- 
to-Door's 
unique 
technology 


provides  precise 
turn-by-turn 
directions  and 
detailed  full 
color  maps  across 
e  entire  country. 
Whether  you  travel  to 
unfamiliar  rural  locations 
or  major  cities,  ROAD 
TRIPS  Door-to-Door 
shows  you  the  way  to  turn. 


TRAVROUTE 

SOFTWARE 

vwwv.travroute.com 


Available  nationwide  at  Best  Buy,  Comp  USA,  Electronics  Boutique, 
Elek-Tek,  J&R  Computer  World,  MicroCenter,  Office  Depot 
or  call  TravRoute  Software  directly  at  1 -800-297-TRAV 


"TargetSmart  can  have  a 
significant  financial  impact 
on  anv  business." 


"Database 
marketing  is  the 
foundation  for 
modern  marketing 
practice.  This 
book  provides  a 
great  starting 
point." 

Philip  Kotler,  author  of 
Marketing  Management 


Don  Price,  Marketing  Speciali 
Small  Business  Development  C 


1996  TravRoute  Software  All  nshts  teserv 


Toll  Free 

1888-698-2233 

Also  available  at  local  bookstores. 


TmetSmrt! 

Swarf" 

The  Power  of  SmaiT  Business 

www.tar2etsmart.com 


Ever  wish  you  knew  then 
what  you  know  now? 

Stop  kicking  yourself  and  get  NewsNet,  the  all- 
encompassing,  real-time,  full  text  database  that  brings 
you  the  kind'  of  timely  business  information  you  need. 

when  you  need  it.  The  kind   

ot  .  ntiail.  "as-it's-happening"  AICTA/CJIICT 
information  you  can  use  to    I  jwEL  f 

kic  k  y<  )iir  C<  >mpetit(  >r  instead     Working  Knowledge 
Call  NewsNet  today  and  get 

in  the  know.  1-800-952-0122 


The  PostMaster  software  system 
prints  &  tracks  the  Laser  Certified  Mailer  available  for 
immediate  shipment  from  Laser  Substrates,  Inc. 

Setting  The  Standard  In  Document  Technology 

For  a  free  30  day  evaluation, 
call  Toll  Free  1-800-538-4900 


you  II  find  sending  . 

certified  mail  has     $F  ycXi"% 
never  been  easier. 
quicker  or  less 
expensive 

W 


it's  everything  you  need 
in  ADSL 


\£&  AG  Communication  Systems 

AT  I  U  M 


1  -888-888-AGCS  or  www.agcs.com 


Be  More  Productive  on 
the  Internet  with  Data  Viz! 


m  BUDDY 

>ur  Browser's  Best  Friend! 


for  Windows  95  &  Mac 


Take  Web  pages  &  sites  "To  Go"  down  to 
your  computer  for  "offline"  browsing  - 
anywhere,  anytime! 

Schedule  pages  &  sites  to  be  automatically 
"delivered"  from  the  web  to  you! 
Convert  Web  pages  &  graphics  for  use  in 
your  favorite  programs  (with  formatting  intact!) 
All  this  and  more  while  you're  in  your  favorite  browser! 


ES3  

i 


$  WEB. 


ONV! 


for  Windows  3. 1.  95  &  NT 

live  Your  E-mail  Enclosure  Problems  Now! 

Identifies  your  e-mail  enclosures  and 
the  programs  that  created  them. 
Gives  you  a  preview  of  the  files. 
Converts  the  files  to  your  favorite  program, 
with  all  formatting  intact  -  even  if  they're 
from  a  Macintosh! 

Translates  word  processing,  spreadsheet, 
database  and  graphic  files. 


DATA 


The  PC  &  Mac  File  Compatibility  Specialists 


For  Mure  Information: 

800-270-0030  ext.  151 
hitp://w  ww  datav  iz.com 
info@dataviz.com 


FAX  from  your 
Netscape  Browser 


Mm    MS    Vw*    Q*    Mnrto    OpMftt    etrtctor,    Nitxto*  Half 

IMiNtw)  WMT«  Co. 

»:-  mmhm  m  Utnm  c*i 

<                                         zss  1 j^j^y^*-^ 

Click 
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MM 

 —  ~? 

Point 
Click 
Fax 


Discover  Intranet  tax  automation  with  vv.FAX 

-  Web  site-ready  faxing 

-  Seamless  integration  to  over  ^8,000,000  Netscape  users 

-  Cost-effective  communications 


For  more  information  on 
vv.FAX  and  other  Fax  solutions 
call  (714)888-1181  or  access 
our  Web  site  at:  www.sftek.com 


:Tek 


The  Experts  Agree...  Sys  Technology's  New  PCs 
are  The  Fastest  and  Some  of  The  Least  Expensive 
on  The  Market  Today! 

delivered  the  highest  Winstone  96  and  Graphics  WinMark  96  scores  of  any  PC 

(PC  Magazine,  April  23, 1 996.  "The  Pentium  Slayer?  Sys  Technology's  C  1 66+PC 
Delivers  Pacesettmg  Performance") 

"The  one  constant  factor  on  both  the  Windows  95  and  Windows  NT  tests 
was  the  dominance  of  the  Sys  Performance  P200T2:  It  not  only  consistently 
outperformed  the  rest  but  was  one  of  the  least  expensive  systems  tested. 

(PC  Magazine.  July  1 996,  "Pentium/200:  Fast  PC  or  Low-Cost  Workstation-Your  Choice") 

"Sys  Technology  continues  to  do  the  near-impossible 
/ith  its  Sys  Performance  C200+  PC.  The  system  is  nothing  short  of  the  fastest 
Windows  95  system  available  today." 

(PC  Magazine,  September  10, 1996,  "Sure  You  Want  Intel  Inside?  PC  Labs 
test  three  Cyrix  P200+  systems  and  finds  the  fastest  Wm95  PC  yet ") 

Visit  our  Internet  site  at  www  systechnology.com  or  call  (800)  61 3-9963. 
Sys  Technology,  Inc.  "High  Performance  on  Your  Side!" 

6481  Global  Drive.  Cypress,  California,  USA  Telephone  (714)  821  -3900  Fax  (714)  821  -9592 


UUIUL 

1997 

It's  Never  Too  Early  To  Plan  Ahead. 

Issue  Bate      Closing  Date  *  Editorial  Reports 
February  24     January  8      Computer  Software 
May  5  March  19  Internet/Electronic 

Commerce 

June  23        May  7         Annual  Report  on 

Information  Technology 

September  22    August  6  Internet/Electronic 

Commerce 

November  3     September  17  Shopper's  Guide  To 

Computer  Gear 

Can  (212)  512-2430 
for  advertising  taformatiort. 


West  Highland  White  Terrier 


Pekingese 


Golden  Retriever 


Jack  Russell  Terrier 


King  Charles  Spaniel 


Toy  Poodle 


Careful  breeding  is  important 
in  portfolio  management  as  well. 


English  Springer  Spaniel 


M 


Old  English  Sheepdog 


Champions  aren't  just  born,  they're  made.  The  same  applies 
to  a  successfully  managed  portfolio.  Which 
is  why  significant  investors  rely  on  the 
expertise  of  Union  Bank  of  Switzerland. 


The  Private  Bank 


innovative  information  technology  and  communicatior 
systems,  and  in-depth  knowledge  of  glob 
financial  markets.  If  you  have  substanti 
assets  to  invest,  call  Peter  E.  Guernsey,  J 


UBS'  portfolio  management  team  provides  clients  with  the 
most  up-to-date  asset  allocation  techniques,  supported  by 


at  (212)  649-1075.  Find  out  why  core  portfolios  manage 
by  UBS  have  meant  financial  security  for  generation 


1 


Union  Bank  of  Switzerland,  1345  Avenue  of  the  Americas,  New  York,  NY  101115  Telephone:  (212)  649-7300. 

Other  Orifices  ol  Union  Bank  of  Switzerland  and  its  affiliates  in  North  Amenta:  Chicago,  Houston.  Los  Angeles,  San  Francisco,  Toronto,  Montreal 
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usiness  Week  Index 


ODUCTION  INDEX 


Change  from  last  week:  -0.3% 
Change  from  last  year:  6.6% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Nov.  2=132.2 
1992=100 


Nov.  Mar  July  Nov. 

1995  1996  1996  1996 

'he  index  is  a  4-week  moving  average 
production  index  fell  during  the  week  ended  Nov.  2.  Before  calculation  of 
four-week  moving  average,  the  index  also  dropped,  to  130.7,  from  132. 
sonally  adjusted  production  of  autos,  trucks,  and  crude-oil  refining  decline, 
the  month  of  October,  the  index  declined  to  132.2,  from  133.5  in 
tember. 

leading  index  will  be  unavailable  for  an  indefinite  period  of  time, 
roduction  index  copyright  1996  by  The  McGraw-Hill  Companies 


ADING  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

ICK  PRICES  di/8)  s&p  500 

730.82 

703.77 

23.8 

1P0RATE  BOND  YIELD,  Aaa  ( 11/8) 

7.38% 

7.48% 

2.5 

USTRIAL  MATERIALS  PRICES  11/8) 

105.3 

105.4 

-5.6 

JINESS  FAILURES  ( 1 1  / 1 ) 

NA 

NA 

NA 

IL  ESTATE  LOANS  (10/30)  billions 

NA 

NA 

NA 

kMEY  SUPPLY,  M2  (10/28)  billions 

$3,781.4  $3,779.8 

4.1 

HAL  CLAIMS,  UNEMPLOYMENT  (11/2)  thous.  331 

342 

-13.1 

irces:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
'adstreet  (failures  of  large  companies),  Federal  Reserve.  Labor  Dept. 

ITEREST  RATES 

IERAL  FUNDS  (11/12) 

LATEST 
WEEK 

5.30% 

WEEK 
AGO 

5.34% 

YEAR 
AGO 

5.74% 

AMERCiAL  PAPER  (11/13)  3-month 

5.40 

5.41 

5.74 

ITIFICATES  OF  DEPOSIT  (11/13)  3  month 

5  17 

5.38 

5.74 

ED  MORTGAGE  (11/8)  30  year 

7.90 

7.96 

7.66 

IUSTABLE  MORTGAGE  (11/8)  one  year 

5.79 

5  80 

5  78 

ME  (11/12) 

8.25 

8.25 

8  V 

rces:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (1 1/9)  thous.  of  net  tons 

LATEST 
WEEK 

1 ,959 

WEEK 
AGO 

1 ,946# 

YEARLY 
%  CHG 

3.7 

AUTOS  (11/9)  units 

1 13,549 

1 10,360r# 

-14.1 

TDIIf* l#C  mint  i 

TRUUKS  (11/9)  units 

1 1 1,641 

1 1 1 ,566r# 

-2.8 

CI  CfTDIfl  DAUICD  /i  1  ir\\                      x  I            n.  u 

ELECTRIC  POWcH  (11/9)  millions  of  kilowatt-hrs 

NA 

60, 05  3  # 

NA 

CRUDE-OIL  REFINING  (1 1/9)  thous.  of  bbl./day 

NA 

14,316# 

NA 

COAL  (11/2)  thous.  of  net  tons 

21,204# 

20,944 

3.8 

LUMBER  (11/2)  millions  of  ft. 

487. 7# 

488.3 

11.8 

RAIL  FREIGHT  (11/2)  billions  of  ton-miles 

26, 8# 

26.6 

2.7 

Sources:  American  Iron  &  Steel  Institute.   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept..  WWPAl,  SFPA2,  Association  of 
American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (11/13)  $/troy  oz. 

381.900 

378  000 

-1.3 

STEEL  SCRAP  (11/12)  #1  heavy,  $/ton 

116.50 

126  50 

-13.4 

COPPER  (11/8)  (t/lb. 

98.0 

98 

-30.4 

ALUMINUM  di/8)  e/ib. 

68.5 

67.8 

-12.2 

COTTON  (11/9)  strict  low  middling  1-1/16  in.,  e/lb.  69.72 

70.54 

16  0 

OIL  (11/12)  $/bbl. 

23.75 

22  69i 

32  7 

CRB  FOODSTUFFS  (11/12)  1967=100 

227.10 

233.09 

-6.7 

CRB  RAW  INDUSTRIALS  11/12)  1967=100 

328.42 

328.24 

-3.7 

Sources:  London  Wednesday  final  setting,  Chicago  market.  Metals 
market,  NYMEX,  Commodity  Research  Bureau 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (11/13) 

LATEST 
WEEK 

111.45 

WEEK  YEAR 
AGO  AGO 

113.99  101.97 

GERMAN  MARK  (11/13) 

1.50 

1.52 

1.41 

BRITISH  POUND  (11/13) 

1.66 

1.64 

1.56 

FRENCH  FRANC  (11/13) 

5.09 

5.13 

4.85 

ITALIAN  LIRA  (11/13) 

1  5 1 4  0 

1524.2  1590.9 

CANADIAN  DOLLAR  (11/13) 

1.33 

1.33 

1.36 

MEXICAN  PESO  (11/13)' 

7.915 

7.905 

7.780 

TRADE-WEIGHTED  DOLLAR  INDEX  (11/13) 

97.0 

97.9 

94.4 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J  P  Morgan. 


*  data  in  the  production  indicators  are  seasonally  adiusted  in  computing  the  BW  index  (chart),  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
pment.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM^Not  meaningful 


THE  WEEK  AHEAD 


SING  STARTS 

•day,  Nov.  19,  8:30  a.m. est*-  Housing 
s  in  October  were  probably  little 
iged  from  their  September  level  of  1.44 
on,  at  an  annual  rate.  That's  the  medi- 
)recast  of  economists  surveyed  by  mms 
■national,  one  of  The  McGraw-Hill  Com- 
es. Starts  declined  6%  in  September, 
ged  down  by  a  9%  drop  in  single-fami- 
ime  construction.  But  so  far  in  1996, 
ebuilding  has  been  running  ahead  of 
5  activity.  That's  because  demand  has 
id  solid,  despite  the  runup  in  fixed 
gage  rates  in  the  first  half  of  1996. 
s  have  started  to  slide  recently,  and 
iper  mortgages  will  offer  some  support 
Jusing  going  into  1997. 


INTERNATIONAL  TRADE 

Wednesday,  Nov.  20,  8:30  a.m. est*-  The 
foreign  trade  deficit  of  goods  and  services 
probably  narrowed  in  September,  to  $9.5 
billion,  says  the  mms  survey.  The  deficit  also 
narrowed  in  August,  to  $10.8  billion,  but 
that  followed  July's  jump  in  the  trade  gap 
to  $11.6  billion.  Exports  are  expected  to 
have  increased  in  September  on  top  of  a 
3%  gain  in  August.  And  imports  were  prob- 
ably flat,  after  rising  1.3%  in  July  and 
1.6%  in  August.  Foreign  trade  has  been  a 
drag  on  the  economy  this  year.  In  the  third 
quarter,  for  example,  economic  growth 
would  have  been  almost  one  percentage 
point  faster  if  net  exports  had  remained  at 
their  second-quarter  level.  One  problem  is 


the  continued  huge  trade  deficit  with  Mexi- 
co, which  has  not  fully  recovered  from  the 
peso  devaluation  of  December,  1994. 

FEDERAL  BUDGET 

Friday,  Nov.  22,  2  p.m. est*-  The  Treasury 
Dept.  is  expected  to  report  a  budget  deficit 
of  $28.5  billion  for  October,  the  first  month 
of  fiscal  1997.  That  would  be  a  bit  larger 
than  the  $22.8  billion  of  October,  1995. 
Washington  ended  fiscal  1996  just  $107 
billion  in  the  hole,  the  smallest  deficit  in 
15  years.  However,  the  Congressional  Bud- 
get Office  has  said  that  the  deficit  for  1997 
will  increase  to  $165  billion  if  no  changes 
are  made  to  the  budget,  and  that  the  gap 
will  reach  $210  billion  by  2002. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


w. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Sunday  <-• 

Is  U.S.  business  in  good 
hands7  John  Byrne,  BW 
management  guru,  on  the 
best  and  worst  boards  of 
directors-and  the  impli- 
cations for  corporate 
governance.  Nov.  17 
9  p.m.  est  in  the  Globe 

Monday 

Wiring  small  business:  Learn 
how  it  can  help,  plus  what  to 
do-and  what  not  to  do-if 
you're  a  beginner.  Nov.  18 

8  p.m.  EST  in  the 

BW  Enterprise  Chat  Room 

Wednesday 

Dean  Scott  S.  Cowen  of  the 
Weatherhead  School  at  Case 
Western  Reserve  makes  the 
case  for  B-schools,  like  his, 
just  below  BWs  Top  25. 
Nov.  20 

9  p.m.  EST  in  the 
AOL  Live  Chat  Cafe 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 

A 

A  M  E  R,\  C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ASP (GAP)  106 
AIM  Funds  147 
Air  Combat  USA  180 
Air  France  55 
An  Liberie  55 
Allianz  54 

AlliedSignal  (ALD)  55. 82 
American  Express  (AXP)  82, 90 
American  International  Group  (AIG)  54 
America  Online  (AMER)  10.42, 147 
Analytic  Microsystems  166 
Andersen  Consulting  164 
Annlaylor  Stores  (ANN)  106 
Apple  Computer  (AAPL)  68.156 
Archer  Daniels  Midland  (ADM)  82, 190 
Armada  Gold  147 
Artisoft  172 

Assurances  Generales  de  France  54 
Astra  132 

AT&T  (D  82. 164. 166, 178 

Avis  22 

Avon  Products  (AVP)  82. 100 
Azerbai|an  Airlines  30D 


Bank  of  East  Asia  90 

Bassett  Furniture  Industries  (BSED  82 

Bausch  S  Lomb  (BOL)  106 

Bear  Stearns  (BSC)  6. 152 

Becton  Dickinson  (BOX)  132 

Bell  Atlantic  (BEL)  172 

Bergen  Brunswig  (BBC)  47 

Best  Buy (BBY)  156 

BigBook  166 

Bloomberg  144 

Bloomberg  Financial  Markets  10 
BMW  108 

Bowles  Hollowell  Conner  42 

Bristol-Myers  Squibb  (BMY)  79 

British  Aerospace  55 

British  Airways  (BAB)  55 

British  Telecommunications  (BT)  178 

Brooks  Fiber  Properties  178 

Brown  (Alex)  132 

Brueggers  Bagel  164 

BruWest  Enterprises  164 

Bulk  Handling  Technology  164 

Burger  King  52 

Business  Research  Group  1 72 

BZW  55,  68 


Cable  4  Wireless  (CWP)  178 
Campbell  Soup  (CPB)  82.90.98, 106 
CarMax  108 
Carousel  Capital  42 
CBS  38 

Cer ion  Technologies  12 
Challenger  Gray  &  Christmas  30 
Champion  International  (CHA)  82 
Chase  Manhattan  (CMB)  82. 147 
Chicago  Corp  178 
Chicago  Map  22 

Chrysler  (C)  36,82,100.108,190 

Circuit  City  Stores  (CO  156 
CitySearch  166 
Clayton  Dubilier  &  Rice  38 
Coca-Cola  (KO)  82,90, 190 
Colgate-Palmolive  (CD  82 
Coltnn  &  Associates  164 
Columbia/HCA  Healthcare  (COL)  162 
Compaq  Computer  (CPQ)  62,  82,  82. 

156.172,190 
CompUSA  (CPU)  156, 164, 172 
Computer  Associates  (CA)  166 
Computer  City  164 
ComputerWare  156 
Comtex  Information  Systems  164 
Conrail  (CRR)  44 
Corel  162 

CS  First  Boston  37.54 
CSM  Forecasting  36 
i:\X(l  -44 


Daewoo  62 
Daiwa  Bank  50 
Dataquest  47, 156 
Dean  Witter  (DWD)  156 
Debonair  Airways  55 
Dell  Computer  (DELL)  47.156 
Deloitte  &  Touche  37 
[  rme  22 


Delta  Air  Lines  (DAL)  82 
Deutsche  Bank  147 
Deutsche  Morgan  Grenfell  147 
Deutsche  Telekom  178 
Diffusion  162C 

Digital  Equipment  (DEC)  164, 172 
Donaldson  Lutkm  &  lenrette  154 
Dow  Jones  (DJ)  144 
Dresser  Industries  (Dl)  164 
DuPont(D)  50.70,132 


Eastman  Kodak  (EK)  82,  100. 132. 190 
Easyiet  55 
Edmark  47 

Electronic  Data  Systems  (EDS)  164 
Equitable  54 
Ernst  &  Young  6 
Exxon  (XON)  58 


Fairfield  Research  162C 

Fidelity  Investments  82. 147 

First  Call  10. 144 

First  Union  (FTU)  42 

Fleming  Capital  Management  147 

Ford(F)  36,108 

Forester  Research  162, 170 

France  Telecom  178 

Frontier  (FRO)  178 

Fry's  164 

Fujitsu  190 

Fund  Research  147 

FutureTense  166 


Gazprom  150 

General  Electric  (GE)  12.38,82, 100. 
190 

General  Instrument  (GIC)  154 
General  Motors  (GM)  34.36,82, 100. 

106, 108 
Gerber  Products  (SAN)  90 
Glaxo  Wellcome  (GLX)  132 
Goodyear  (GT)  58 
Grace  (WRMGRA)  82 
Grand  Metropolitan  52 
GroupeAxa  54 

Groupe  des  Assurances  Nationales  54 
GTE  (GTE)  12.90, 178 

H 


Harris  Trust  &  Savings  Bank  106 
Hemz(HJMHNZ)  82 
Hennigan  Mercer  &  Bennett  162 
Herb  22 

Hewlett-Packard  (HWP)  156.164,172 

HFS(HFS)  47 

Hitachi  (HIT)  68 

Hoechst  Marion  Roussel  132 

Home  Depot  (HD)  42.100 

Honeywell  (HON)  39,100 

Hong  Kong  Bank  40 

Hong  Kong  Telecommunications  178 

Hughes  (GMH)  49 


Ibbotson  Associates  176 
I/B/E7S  108 

IBM  (IBM)  47,70,74.82,82.100,106, 
156. 164,  172, 190 

IDC  lapan  62 

IDC/Link  164, 172 

Ikea  30D 

IIKyung  52 

Ingram  Micro  156 

Intel  (INTO  47,100.156 

Intelligent  Electronics  (INEL)  156 

Invesco  147 

Iomega  (I0MG)  12 

in  in  58 

Ivax  (IVX)  47 


Japan  Tobacco  52 
Jardine  Fleming  Securities  147 
Jewel  82. 100 
John  Hancock  147 
Johnson  &  Johnson  (JNJ)  132 
Johnson  Controls  (ICI)  108 
JVC  62 


KDP  Investment  Advisors  47 
Kemper  Financial  Services  50 


Kimco  Realty  (KIM)  147 
Kissinger  Associates  61 
KLM(KLM)  55 
Kmart  (KM)  106 
Korn/Ferry  International  100 
Korth(JW)  8 


Lamoreaux  Partners  154 
Lande  Group  164 
Landmark  Theatre  Group  154 
LANPro  Business  Solutions  172 
LAOX  62 

Latham  &  Watkms  49 
LCI  International  178 
Lechmere  156 
Lehman  Brothers  (LEH)  144 
:•  i  106 

Leveraged  Capital  Holdings  147 

LG  Group  62 

LippoBank  40 

Little  (Arthur  D  )  132 

Lone  Star  Industries  58 

Lotus  Development  162.166.170 

Love  Burger  52 

LSI  Logic  (LSI)  62 

Lufthansa  55 

M 


Marvel  Entertainment  47 
MathMedia  Educational  Software  74 
Matsushita  (MC)  62. 68 
Mazda  108 

McDonald's  (MCD)  8, 16.52 
McGraw-Hill  (MHP)  187 
MCI  Communications  (MCIO  166,178 
McKinsey  38 
Mercedes-Benz  (DAI)  108 
Merck  (MRK)  79, 132 
Metromedia  International  (MMG)  154 
MGM  Pictures  154 
Microsoft  (MSFT)  156.162,164,166. 
170,172 

Mindsprmg  Enterprises  (MSPG)  166 
Miramar  Systems  22 
MMS  International  (MHP)  187 
Montgomery  Asset  Management  1 78 
Montgomery  Securities  154 
Morgan  OP)  (1PM)  30.50 
Morgan  Stanley  (MS)  108. 152 
Morningstar  10, 144, 176 
Morrison  Knudsen  (MRN)  82 
Mos  Burger  52 

Motion  Picture  Corp  of  America  1 54 
Motorola  (MOT)  62. 100 
Multiple  Zones  International  156 
N 


National  Mutual  54 
NationsBank  (NB)  42. 82. 82 
Natwest  Securities  (NW)  132 
NEC  62 

NetCentnc  162C 
NetObiects  166 

Netscape  Communications  (NSCP)  170 

New  York  Broker  147 

Nike(NKE)  8 

Nintendo  62 

Nippon  Lite  Insurance  54 

Nissan  108 

Nokia  62 

Nomura  Securities  50 
Norfolk  Southern  (NSC)  44 
Northern  Telecom  (NT)  154 
Northwest  Airlines  (NWAC)  156 
Novartis  132 
Novell  164.170 
Nynex(NYN)  164 


Oakwood  Homes  (OH)  42 
Office  Depot  (OOP)  154 
OfficeMax  (OMX)  154 
Olympus  8 
Open  Text  170 
Oppenheimer  46 
Orion  Pictures  154 


Pacific  Bell  (PAC)  172 
Paramount  Communications  ' 
Paramount  Parks  42 
Penney  (J  O(JCP)  300. 164 
PeopleLink  162C 
PepsiCo  (PEP)  38 
Pfizer  (PFE)  79, 132 
PHH  47 

Philips  Electronics  IPHG)  62 
Planet  Travel  &  Cargo  300 
Prince  108 

Procter  &  Gamble  IPG)  100 


Quaker  Oats  (OAT)  82 
Quantum  Fund  147 


Radnet  170 
Regent  Kingpin  Capital 
Management  150 
Renault  108 

Republic  New  York  (RNB)  147 
Revlon(REV)  8 

Rollins  Environmental  (REN)  82 
Rolls-Royce  38 
Roney  36 

Ruth'.i  hild  ijinup  International 
Funds  147 
Ruddick  (RDK)  82 


Salomon  Brothers  (SB)  152 
Samuel  Goldwyn  154 
Sanoli  47 
Sara  Lee  (SLE)  49 
Schroder  Wertheim  108 
Schwab  Washington  Research  4| 
Scientific-Atlanta  (SFA)  154 
Scott  Paper  37 

Scudder  Stevens  &  Clark  152  I 
Seagram  (VO)  46 
Sears  (S)  50,58,82,106 
Seibu  52 
Sensormatic  6 
Sharp  62,  68 
Sherrrtt  International  58 
Showtime  47 
Siemens  38 

Silicon  Graphics  (SGI)  62 
Simon  &  Schuster  8 
SiRF  Technology  22 
Sky  Fighters  180 
Sky  Warriors  180 
Slane  Hosiery  Mills  82 
Smith  Barney  178 
Sonoco  Products  (SON)  82 
Sony(SNE)  62, 156 
SpencerStuart  82 
Sports  Endeavors  163 
Sprint  (FON)  49,178 
Standard  &  Poor's  (MHP)  10. 20.  | 

147.176 
Staples  (SPLS)  154 
Strategic  Services  162 
Sullivan  Bruyette  Speros  &  Bla) 
Sumitomo  50 
Sunbeam  (S0C)  37 
Sun  Microsystems  (SUNW)  162 
SunTrust  Banks  (STI!  82 
Symantec  162C 


TAT  55 
Telesales  170 

Tennis  Soccer  International  163 
Texaco  (TX)  39 

Thomson  Consumer  Electronics  6| 
3Com(COMS)  164 
TIAA-CREF  106 
Timbrel  Medical  Development  16 
Time  Warner  (TWX)  44, 178 
Toshiba  62,68, 156 
Toyota  (TOYOY)  36, 108. 190 
Trimble  Navigation  (TRMB)  22 
T  Rowe  Price  1 76 

U 


UBS  Securities  50,178 
Union  des  Assurances  de  Pans 
Uniphase  (UNPH)  154 
United  Distillers  46 
United  Services  World  Gold  Fund 
USAir  (U)  47,  55 
USWeb  166 

Uzbekistan  Airways  300 
V 


Vanguard  Group  144 
Viacom  (VIA  B)  162C 
Victor  Co  ol  Japan  62 
Volkswagen  34 

W 


W.il  Mart  Mure-.(WMT)  164 
Walt  Disney  (DIS)  50. 100, 162C 
Wargny Assurances  54 
Warner  Bros  (TWX)  62 
Weil  Gotshal  &  Manges  100 
WESCO  Distribution  38 
Westinghouse  (WX)  38, 82 
Winn-Dixie  Stores  (WIN)  42 
Worthen  Bank  40 


Xerox  (XRX)  62 
Z 


Zenith  Electronics  (ZE)  62 
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vestment  Figures  of  the  Week 


S&P  soo 

lov.    May    Nov   Nov.  7-13 


731.13 


725 


2-week  change        1 -week  change 

23.1%  +0.9% 

MENTARY 

jostelection  rally  rolls  on.  The 
charged  Dow  industrials  logged 
lints,  to  close  at  a  new  high  of 

as  the  yield  on  the  30-year 
Treasury  bond  fell  to  6.44%, 
owest  since  March.  The  s&p 
and  nasdaq  Composite  climbed 
w  highs  on  Nov.  11,  but  pulled 

slightly.  Technology  stock  in- 
;  also  reached  record  levels. 


kNGES  IN  THIS  PAGE 

istics  for  gold  and  the  trade- 
ihted  dollar,  formerly  on  this  page, 
now  on  the  Business  Week  Index 
The  Russell  2000  index  has 
1  replaced  by  the  S&P  supercom- 
te.  For  a  more  detailed  explanation 
lis  page,  see  page  144.  You  can 
E-Mail  figures@businessweek.com. 


Bloomberg  Financial  Markets; 
Call  Corp. 


REASURY  BOND  INDEX 

ov.    May    Nov.  Nov.  7-13 


-F-f^  1537.54 


.'-week  change         1  -week  change 

2.0%  +1.2% 

Bloomberg  Financial  Markets 

IP  500*     BUS.  Diversified    SS  All  Equity 
ek  total  return        52-week  total  return 

36 


U.S.  MARKETS 


Latest 


%  change 
Week  52-week 


BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Dow  Jones  Industrials 

6274.2 

1.6 

28.8 

NASDAQ  Combined  Composite 

1260.7 

1.2 

19.1 

S&P  MidCap  400 

251.0 

1.4 

16.3 

S&P  SmallCap  600 

139.7 

1.4 

18.8 

S&P  SuperComposite  1500 

157.5 

1.0 

22.5 

%  change 

SECTORS 

Latest 

Week 

52-week 

Bloomberg  Information  Age 

222.0 

2.2 

12.7 

S&P  Financials 

79.6 

-0.2 

33.7 

S&P  Utilities 

201.7 

-0.3 

7.9 

PSE  Technology 

231.8 

1.4 

NA 

Toys 
Drugs 

Semiconductors 
Household  Products 
Building  Materials 


16.9 
12.5 
11.7 
11.1 
11.1 


Oil  &  Gas  Drilling 
Shoes 

Oil-Well  Equip.  &  Svcs. 
Manufactured  Housing 
Electrical  Equipment 


159.0 
62.9 
57.8 
57.2 
48.8 


WORST-PERFORMING   Last  Last  12 

GROUPS  month  %  months  % 


Genl.  Merchandise  Chains  -6.9 

Office  Equip.  &  Supp.  -6.2 

Shoes  -5.1 

Food  Chains  -4.9 

Health-Care  Svcs.  -4.6 


Trucking 
Machine  Tools 
Broadcasting 
Long-Dist.  Telecomm. 
Homebuilding 


-33.2 
-20.6 
-15.5 
-5.8 
-4.9 


%  change 


FOREIGN  MARKETS 

Latest 

Week 

52-week 

London  (FT-SE  100) 

3926.9 

-0.2 

11.0 

BLOOMBERG  MONEY  FLOW  ANALYSIS 

Frankfurt  (DAX) 
Tokyo  (NIKKEI  225) 
Hong  Kong  (Hang  Seng) 
Toronto  (TSE  300) 

2773.4 
20,979.4 
12,943.7 

5799.0 

1.6 
-0.1 
1.3 
0.9 

27.5 
17.9 
37.9 
26.3 

Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Mobil 

118'/4 

-'/4 

Biogen 

783A 

-43/4 

Mexico  City  (IPC) 

3401.0 

3.4 

50.9 

Caterpillar 

73% 

-3/8 

Week 
ago 

Year 
ago 

Fila  Holding-ADR 

81  3/8 

-9'/2 

FUNDAMENTALS 

Latest 

Wal-Mart  Stores 

25  % 

-2'/8 

S&P  500  Dividend  Yield 

1.98% 

1.99% 

2.27  % 

Texas  Instrument 

55  Vs 

-'A 

S&P  500  P/E  Ratio  (Last  12  mos. 
S&P  500  P/E  Ratio  (Next  12  mos. 

20.2 
)  16.0 

20.1 
15.6 

16.7 
NA 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

First  Call  Earnings  Surprise 

2.50% 

2.53% 

NA 

Microsoft 

141% 

5'/8 

Week 

WorldCom 

243/8 

13/4 

TECHNICAL  INDICATORS 

Latest 

ago 

Reading 

Tellabs 

84 

23/l6 

S&P  500  200-day  average 

664.4 

661.7 

Positive 

Peoplesoft 

94 '/2 

8'/2 

Stocks  above  200-day  average 
Options:  Put/call  ratio 
Insiders:  Vickers  Sell/buy  ratio 

64.0% 

0.53 

1.79 

61.0% 

0.58 

1.81 

Neutral 

Berkshire  Hathaway 

33,500 

1600 

Negative 
Positive 

Chiron 

223/4 

3Vb 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


MONEY  MARKET  FUNDS 

4.94 

4.96 

NA 

90-DAY  TREASURY  BILLS 

5.18 

5.17 

5.55 

6-MONTH  BANK  CDS 

5.29 

5.27 

NA 

1-YEAR  TREASURY  NOTES 

5.43 

5.43 

NA 

10-YEAR  TREASURY  BONDS 

6.19 

6.28 

NA 

30-YEAR  TREASURY  BONDS 

6.44 

6.60 

6.29 

LONG-TERM  AA  INDUSTRIALS 

6.95 

7.06 

NA 

LONG-TERM  BBB  INDUSTRIALS 

7.37 

7.50 

NA 

LONG-TERM  AA  TELEPHONES 

7.16 

7.26 

NA 

BLOOMBERG  MUNI  YIELD  EQUIVALENTS 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 
assuming  a  31%  federal  tax  rate. 


10-yr.  bond 
Latest  Last 
week  week 


30-yr.  bond 
Latest  Last 
week  week 


EQUITY  FUNDS 


GENERAL  OBLIGATIONS 

4.81% 

4.86% 

5.45% 

5.50% 

PERCENT  OF  TREASURIES 

77.73 

77.92 

84.52 

84.03 

TAXABLE  EQUIVALENT 

6.97 

7.04 

7.90 

7.97 

INSURED  REVENUE  BONDS 

5.02 

5.00 

5.72 

5.70 

PERCENT  OF  TREASURIES 

81.15 

80.20 

88.71 

87.07 

TAXABLE  EQUIVALENT 

7.28 

7.25 

8.29 

8.26 

EQUITY  FUND 

OBJECTIVES 

Mormngstar,  Inc. 


Leaders 

Laggards 

Leaders 

Laggards 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Sequoia 

7.4 

Dreyfus  Aggressive  Grth. 

-11.8 

Specialty-Financial 

4.8 

Specialty-Technology 

-1.8 

CGM  Realty 

7.2 

Premier  Strat.  Growth  A 

-11.6 

Specialty-Utilities 

4.3 

Maximum  Growth 

-1.8 

Rydex  Precious  Metals 

7.1 

Matthews  Korea 

-11.6 

Specialty-Real  Estate 

4  0 

Small  Company 

-1.3 

Fidelity  Sel.  Air  Trans. 

6.5 

Dreyfus  Special  Grth.  Inv. 

-9.9 

Growth  and  Income 

3.3 

Specialty-Health 

-1.1 

American  Cap  Exchange 

6.4 

Lutheran  Brother  Oppt.  Gr. 

-9.9 

Equity-Income 

3  0 

Diversified  Emerging  Market 

-0.7 

Leaders 

Laggards 

Leaders 

Laggards 

52-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

State  St.  Res.  Glob.  Res.  A 

81.8 

Steadman  Technology  Grth. 

-33.1 

Specialty-Natural  Resources  35.9 

Specialty-Technology 

8.4 

Fidelity  Sel.  Energy  Serv. 

67.4 

Matthews  Korea 

-27.9 

Specialty-Real  Estate 

28.8 

Specialty-Communication 

10.3 

Landmark  Small  Cap  Eq.  A 

61.8 

United  Svcs.  Gold  Shares 

-20.2 

Specialty-Financial 

28.8 

Pacific 

10.9 

Dreyfus  Aggressive  Value 

56.8 

Bhirud  Mid  Cap  Growth 

-18.6 

Growth  and  Income 

23.1 

Maximum  Growth 

14.5 

Dreyfus  Aggressive  Grth. 

55.1 

Merrill  Technology  C 

-16.2 

Equity-Income 

21.5 

Asset  Allocation 

14.7 

a  on  this  page  are  as  of  market  close  Wednesday,  Nov.  13,  1996,  unless  otherwise  indicated  money  flow  analysis,  and  mutual  fund  returns  are  as  of  Nov.  12.  A  more  detailed  explanation  of 
ry  groups  include  S&P  500  companies  only.  Fundamentals,  technical  indicators.  Bloomberg     this  page  is  available  on  request.  NA=Not  available.  'Vanguard  Index  500  fund. 
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Editorials 


A  TOUGH  WORLD 
NEEDS  TOUGH  BOARDS 

The  most  remarkable  thing  about  the  mueh-hyped  corpo- 
rate-governance "revolution"  in  the  U.  S.  is  how  long 
it's  taking.  More  than  a  decade  after  institutional  sharehold- 
ers staged  a  noisy  revolt  against  poorly  performing  man- 
agements in  the  mid-1980s,  cronyism  still  prevails  on  scores  of 
boards.  The  movement  to  transform  the  boardroom  from  a 
cozy  club  of  the  CEO's  buddies  into  an  independent,  active 
body  representing  owners  is  taking  way  too  long. 

To  help  pick  up  the  pace,  business  week  is  creating  the 
first-ever  corporate-governance  ranking  system  (page  82). 
We  picked  the  25  Best  Boards  and  the  25  Worst  Boards  by 
surveying  pension  and  money  managers  as  well  as  analyzing 
the  quality  of  the  boards.  Entrenched  management  is  hard  to 
change,  but  public  acclaim  and  opprobrium  just  may  nudge  re- 
calcitrant chief  executives  to  reshape  their  boards. 

What  makes  for  a  good  board?  It  helps  if  directors  can 
read  a  balance  sheet,  actively  participate  in  long-term  strat- 
egy, own  significant  equity  in  the  company,  and  actually 
choose  the  ceo  (rather  than  the  other  way  around).  Directors 
who  sit  on  too  many  boards  can't  guide  a  complex  coiporation. 
A  modem  board  should  have  no  more  than  two  or  three  in- 
siders on  it,  and  none  should  sit  on  the  audit,  nominating,  or 
compensation  committees.  Outside  directors  should  dominate. 

It's  no  accident  that  General  Electric,  Compaq  Computer, 
ibm,  Chrysler,  and  Eastman  Kodak  scored  among  the  highest 
in  our  Best  Boards  for  1996.  Nor  is  it  surprising  that  the 
boards  of  three  of  these  five  companies  dumped  their  chief  ex- 
ecs for  poor  performance  and  replaced  them  with  new  ceos 
who  turned  their  companies  around.  The  lowest-scoring  board 
is  at  Archer  Daniels  Midland  Co.  Institutional  investors  say 
its  directors  are  compromised  by  family  ties  to  entrenched  78- 
year-old  Chairman  Dwayne  0.  Andreas  and  business  links  to 
adm,  which  recently  had  to  pay  a  $100  million  fine  to  the 
government. 

Not  all  poorly  governed  companies  perform  badly.  Walt  Dis- 
ney Co.  stock  is  up  about  20%  so  far  in  1996,  keeping  pace  with 
the  hot  stock  market,  even  though  five  of  its  11  directors  are  in- 
siders, including  two  who  draw  fees  from  the  company.  But 
even  the  smallest  ceo  needs  skeptics  on  the  board  of  directors 
to  prevent  healthy  ego  from  becoming  destructive  hubris. 

SENATOR  McCAIN:  SAY 
NO  TO  TELECOM  PACs 

Senator  John  McCain  is  in  a  tight  spot.  He  is  a  principled 
legislator.  McCain  was  one  of  only  five  members  of  the 
Senate  to  vote  against  the  Telecommunications  Reform  Act  of 
1996  because  it  didn't  go  far-  enough  in  deregulating  the  tele- 
com industry.  He  favors  auctioning  off  additional  spectrum  ca- 


pacity to  broadcasters  rather  than  giving  it  away  for  ee. 
And  he  supports  campaign-finance  reform  to  keep  spia; 
interests  from  dominating  Washington  and  the  legisk^e 
process  (page  49). 

Therein  lies  the  rub.  The  Arizona  Republican  is  aboiijto 
take  over  the  ehair  of  the  Senate  Commerce,  Scienciffc 
Transportation  Committee,  which  oversees  the  sweeping  lt 
com  reforms.  He's  also  up  for  reelection  in  1998.  Will  Mc'tii 
start  accepting  the  millions  in  telecom  pac  money  abovfec 
flow  his  way?  Will  he  cede  the  moral  high  ground  to  helpb 
sure  his  reelection?  We  hope  not. 

In  the  past,  very  little  telecom  pac  funding  went  tojt 
Cain.  From  1989  through  1994,  he  received  a  mere  $133fc 
from  communications  and  electronics  sources.  From  jfc 
through  Nov.  1,  1996,  McCain  didn't  get  any  campaign  f& 
from  telecom  pacs.  But  that  was  before  he  had  real  poll 
over  the  Baby  Bells  and  long-distance  phone  providers.  I 

We  expect  Congress  to  act  quickly  on  the  bipartisan 
islation  introduced  by  McCain,  Fred  Thompson  (R-Te 
and  Russell  D.  Feingold  (D-Wis.)  to  rein  in  runaway  cam 
spending.  In  the  meantime,  we  hope  McCain  sticks  b 
principles  and  adheres  to  what  should  be  Washington's 
Commandment:  Don't  take  money  from  those  you  regul 

HASHIMOTO'S  BRAVE 
FORAY:  GOOD  LUCK  ; 

Japan's  Prime  Minister  Ryutaro  Hashimoto  is  giving  Toll 
financial  markets  a  second  chance  to  become  a  wcj 
class  player  in  the  global  markets  by  announcing  a  mi 
over-haul  of  Japan's  rigid,  heavily  regulated  financial  system 
2001.  If  he  can  overcome  Japan's  long  history  of  announp 
deregulatory  reforms  without  actually  implementing  tl| 
Hashimoto  can  reverse  Tokyo's  gradual  decline  as  a  finaif 
center  and  perhaps  open  a  wedge  for  wider  economic! 
form.  If  he  can't,  foreign  corporations  will  continue  to  d| 
from  the  Tokyo  Stock  Exchange,  investors  will  continuii 
buy  stock  in  Toyota  Motor  Corp.  in  London  to  save  on  eg 
missions,  and  the  Japanese  people  will  continue  to  receive! 
low-market  returns  on  their  savings  (page  50). 

Hashimoto's  plan  would  let  market  forces  determine^ 
surance  premiums  and  brokerage  commissions.  And  it  wJ 
finally  open  Japan's  $2  trillion  pension-fund  market  to  Arl 
ican  and  European  money  managers  and  generate  competii 
for  savers'  yen,  thereby  driving  up  their  rates  of  retl 
Banks  would  no  longer  be  protected,  and  the  Finance  ll 
istry  would  end  its  virtual  domination  of  all  aspects  of  firl 
cial  life. 

It  all  sounds  too  bold  for  Japan.  This  is  especially  true  h 
en  Hashimoto's  appointment  of  old-fashioned  politician*! 
his  Cabinet  who  still  believe  in  protecting  domestic  marM 
and  taking  big  campaign  contributions  from  industry.  Il3 
succeeds,  however,  Hashimoto  may  be  able  to  move  oil 
downsize  the  nation's  bloated  bureaucracies,  cut  taxes,  and* 
Japan  growing  again.  We  wish  him  luck. 
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CLAIMING  PART  OF 
THE  INTERNET  FOR  YOUR 

PRIVATE  USE 
IS  ANTISOCIAL. 

IT'S  ALSO  GOOD  BUSINESS 


Introducing  INTRANETS  from  networkMCI  Enterprise  Management 

customized  Intranet  lets  offices  throughout  the  country  and  the  world  share  important  information 
ickly  and  efficiently.  It  does  away  with  time-consuming  searches  by  putting  relevant  and  tailored 
ormation  at  your  fingertips.  And  it  allows  your  employees  to  work  more  productively- 
All  with  complete  privacy  and  security. 

We  can  seamlessly  integrate  an  Intranet  into  a  state-of-the-art  information  system.  An  information 
stem  our  networkMCI  Enterprise  Management  specialists  can  design,  build  and  maintain  for  you. 

For  more  information,  call  your  local  networkMCI  representative  at  1-800-338-6815  or  log  on  at 
tp://www.mcisystemhouse.com.  Even  it  your  company  isn't  a  giant  of  industry,  the  very  same 
perts  who  serve  our  Fortune  500®  customers  will  go  to  work  for  you. 

And  in  short  order  you  will  discover  that  an  Intranet  is  more  than  a  high-tech  curiosity.  It's  also 
e  most  efficient  way  to  conduct  day-to-day  business. 

MCI  Systemhouse 

Real  benefits  from  converging  technologiess*  ©1996MC1  ah  rights  reserved 


IPPER 


OCTOR 


r  j  J  J  am^j 


4  um  .r-.r 


SALE  1' 
DIKIiCTOUV 


Guess  ?  ?  ? 
the 

weight 
of  your 
favorite 
celebrity 


Bate  Si® 


Kale,  the 
misunderstood 
vegetable.  ^§ 


*J  1 1  LOV< 

ational  #|S]IFudqe 
Bean  ^jt|  1 

ClOWIlS  ;  ||^^  Locator 


DEALMAKER  ON  fl  Rni 


IUR  UTILITY  CUSTOMERS 


usmessWeek 


MBER  2,  1996 


A  PUBLICATION  OF  THE  McGRAW-HILL  COMPANIES 


$3.50 


oio^-oum 


vo  awvoNnana 
Ayvuan  onand  BwvoNnana 


■  i  •  i  ■  i  <  i  ■  i  •  1 1 1 1  ■  ■  ■ 


2860     Ibl  9603att009T.TT.8SOT.  2090H 

oxo<76  H9ia-5***aa9aaxa« 


A  self-luminating  sphere  with  an  apparent  angular 
diameter  of  32'  04"  Radiates  energy  upon  the  earth's  ! 
surface.at  approximately  1.5  horsepower  per  sq.yd. 


A  24ppm  network  printer  with  four  paper 
input  sources  and  multiple  output  destinations, 
including  addressable  mailboxes.  Transmits  data  for 
multiple  sets  one  time  to  reduce  network  traffic. 
Staples,  collates  and  duplexes  through  software 
installed  on  your  PC.  For  more  information  about 
the  HP  LaserJet  5Si  Mopier  call  1-800-LASERJET 
ext.  2249,  or  log  on  at  www.hp.com/go/mopier. 
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Preventative  Medicine: 
Management  tools  help 
you  monitor,  analyze,  and 
control  your  PCs  and 
keep  them  healthy. 
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Pentium®  Pro  processor- 
based  systems  and  the 

right  manageability  tools, 
like  Intel's  LANDesk® 
Management  products, 
can  save  you  money  on 

support  and  maintenance" 


©19%  Intel  Corporation  'Indicated  names  are 
trademarks  of  other  companies  ."When  compared  to 
systems  without  software  and  hardware  assisted 
manageability  tools  TiRefers  to  32-hit  performance 
as  compared  to  the  Pentium  processor. 
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Windows  NT,' 
Windows-  95 
or  any  other 
32-bit  operat- 
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www.  intel.com/pentiumpro 
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based  systems  with  the  right  manageability  software. 
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TALK  SHOW  "Hello  Old  Friend,  I  hope  it  is  possible  thai 
you  will  be  my  guest  for  a  ski  holiday  this  year. 5? 

— Postcard  that  CIA  officer  Harold  Nicholson,  accused  of  spy- 
ing, allegedly  sent  to  his  Russian  contact 
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COMING  SOON:  AIR  PRITZKER 


THE    SUPER-RICH  PRITZKER 

family  of  Chicago  is  getting 
into  the  $5  billion  corporate- 
jet  biz.  They  say  they're 
starting  a  joint  venture  with 
state-owned  Israel  Aviation 
Industries  (iai)  to  develop  a 
plane  for  the  red-hot,  but 
highly  competitive,  midsize 
business  jet  market. 

The  Princeton  (N.J.)  ven- 
ture, Galaxy  Aerospace,  hopes 
to  have  its  fii-st  model,  a  $14.5 
million  jet  seating  up  to  19, 
out  within  two  years.  Advan- 
tage: It's  priced  as  much  as 


$1  million  below  ri- 
val craft,  such  as 
the  Cessna  Cita- 
tion, and  has  a 
wider  body.  Al- 
ready, the  partners 
have  lured  a  cor- 
porate jet  veteran,  FLYBOY:  Jay 
Learjet's  ex-CEO  ~ 
Brian  Barents,  to  inn  Galaxy. 

Loss-plagued  iai's  business 
jets  are  widely  respected  for 
their  technology,  but  they 
need  marketing  clout  and  cap- 
ital. The  Pritzkers  aim  to  ex- 
pand sales  and  service  cen- 


ters in  the  U.S.  So 
far,  iai  has  invest- 
ed $100  million; 
the  Pritzkers,  $50 
million,  with  more 
to  come.  The  Is- 
raeli company  will 
build  the  wings. 
U.  S.  suppliers  will 
provide  70%  of 
the  plane,  includ- 
ing the  engines. 
The  Pritzkers, 
Pritzker  best  known  for 
"  then-  Hyatt  Hotels, 
have  some  aerospace  back- 
ground. They  briefly  owned 
Braniff  Airlines  in  the  mid- 
1980s,  and  Jay  Pritzker  was  a 
Navy  pilot  in   the  1940s. 

Richard  A.  Melcher  and 
Neal  Sandler 


HE  SAID,  SHE  SAID 


THE  ASTRA  SCANDAL  HAS  LEGS 


BILDMAN:  Life 

gets  more  bizarre 


LARS  BILDMAN 
was  ousted 
as  Astra  USA's 
chief  in  June, 
amid  allega- 
tions of  wide- 
spread sexual 
harassment  at 
the  ding  com- 
pany. His  ad- 
ventures 
"  since  have 
been  getting  curiouser  and 
curiouser.  The  soap-opera-like 
tale  picks  up  with  a  former 
Astra  saleswoman,  Jennifer 
Shore,  one  of  several  ex-em- 
ployees who  are  suing  Astra 
and  Bildman  for  emotional 
distress,  among  other  things. 
On  Nov.  8,  she  filed  in  court 
for  a  restraining  order 
against  her  ex-boss,  com- 
plaining that  Bildman  had 
been  hounding  her  for  weeks 
and  dangling  hints  of  big  fi- 
nancial rewards  if  she 
dropped  her  suit. 

Three  days  later,  who 
should  turn  up  at  Bildman's 
side  in  Stockholm  but — you 
guessed  it — Shore.  Bildman 
gave  media  interviews  (in 
Swedish,  which  Shore's  lawyer 
says  she  doesn't  speak)  con- 


tending she  would  recant  her 
accusations.  The  next  day  in 
Boston,  Shore's  attorney  told 
reporters  Bildman  had  lured 
Shore  to  Sweden  by  threat- 
ening suicide.  Next,  a  Swedish 
tv  reporter  told  newspapers 
there  that  she  helped  Shore 
leave  a  Stockholm  apartment, 
where  Shore  said  Bildman  had 
held  her  against  her  will.  Bild- 


man disputed  both  stories, 
telling  reporters  Shore  came 
to  Stockholm  seeking  a 
half-million  dollars  and  left 
when  he  wouldn't  pay. 

Then,  at  a  Nov.  19 
court  hearing,  the  law- 
yers for  Shore  and  Bild- 
man pledged  their  clients 
wouldn't  contact  each  other, 
making  a  restraining  order 
request  moot.  Shore's  lawyer 
told  a  judge  she  had  checked 
into  a  hospital  for  psychiatric 
treatment.  Mark  Maremont 


THE  LIST  SHOWROOM  FOR  ALL  SEASONS 


NON-AUTUMN 
CAR  LAUNCHES, 


1996  MODEL  YEAR 

TOYOTA  RAV4 

DEC., 

1995 

FORD  F-SERIES 

JAN., 

1996 

TOYOTA  4-RUNNER 

JAN., 

1996 

ACURARL 

FEB., 

1996 

BMW  Z3 

FEB., 

1996 

ACURACL 

MAR., 

1996 

JEEP  WRANGLER 

MAR., 

1996 

NISSAN  PATHFINDER 

MAR., 

1996 

BMW  5-SERIES 

MAY, 

1996 

FORD  ESCORT 

MAY, 

1996 

PONTIAC  GRAND  PRIX 

JULY, 

1996 

DATA  DRI  McGRAW-HILLS  GLOBAL 
AUTOMOTIVE  GROUP 


Traditionally,  new  model  cars 
hit  the  showroom  every  fall. 
But  in  recent  years,  auto 
makers  have  slated  new- 
product  launches  in  other 
seasons.  A  lot  of  that  has  to 
do  with  getting  attention  for 
a  fresh  offering. 
Also,  it  allows 
more  time 
to  retool  a 
plant  for  a 
new  line. 
Shown  here  are 
vehicles  whose 
names  are  new 
to  the  public  (Toyota  rav4, 
bmw  Z3),  or  are  revamped  ver- 
sions of  longstanding  mod- 
els, such  as  the  Ford  Escort. 


BOOZE  NEWS 

CAN  FRUIT  GIVE 
STOLI A  KICK? 


STOLI  WANTS  TO  BECOME 

toast  of  the  town  with  i 
flavored  vodkas.  Impoi 
Michel  Roux  thinks  he  car. 
it.  He  helped  make  Abs< 
the  No.  1  vodka  with  cle 
ads — such  as  an  aerial  pi 
of  Manhattan  with  Cen 
Park  shaped  like  an  Abs 
bottle.  But  in  1994,  Seag 


roux  and  AD:  Six  flavori 

dislodged  Roux's  Carillon 
porters  as  Swedish  Absoli 
U.S.  distributor. 

The  Absolut  ads  live  \ 
yet  Roux,  56,  has  hooked[ 
with  Stolichnaya.  He  pus  > 
the  Russians  to  debut  six 
vors,  especially  fruit,  wl 
he  has  just  unveiled  in  Anl 
ica.  Although  plain  vor 
sales  are  flat,  flavors 
reach  double  digits  in  15: 
says  M.  Shanken  Associa 
a  research  firm. 

At  3  million  cases  yea 
Absolut  outsells  Stoli 
1.  Absolut,  which  w< 
comment,  has  liav<! 
too.  Roux,  though, 
placing  a  bigger  emph; 
on  them  for  Stoli.  Nea 
one-third  of  his  $18  million 
campaign  focuses  on  flavr 
"In  two  or  three  years,  w 
be  close  to  Absolut."  Many" 
dustry  experts  are  skeptit 
Tom  Pirko  of  Bevmark  s 
Stoli's  ads  lack  the  Absc 
ads'  panache.     Lisa  Sana 
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v  oin  the  small 

businesses 

doing 
more  with 

Fridays  Free. 


25 


Free  Fridays  for  a  full  year. 

Free  Calling  to  anywhere  in  the  U.S. 
Free  faxing  of  any  size  documents, 
ree  incoming  toll-free  all  day. 
OW,  flat  rates  the  rest  of  the  week. 

With  so  much  to  offer,  it's  no  wonder  why  thousands 
of  small  businesses  are  using  Fridays  Free  as  their 
get-ahead  business  tool.  How  about  you? 

Call  Sprint  Business 

1800  827  3700 

wwtvjprint.com 


Sprint 


OFFICIAL 
TELECOMMUNICATIONS 
PROVIDER  TO  THE  NFL 


NFb 


We  help  business  do  more  business' 


monthly  minimum  required  Certain  restrictions  apply  Maximum  of  $1,000  in  free  long  distance  calling  per  month  Domestic  calls  and  commercial  use  only  Not  valid  with  any  other  offer  ©1996  Sprint  Communications  Company  L  P 
and  the  NFL  shield  logo  are  registered  trademarks  of  the  National  Football  League. 


Up  Front 


LEGAL-EASE 

FIRST,  HIRE  ALL  THE 
BRITISH  LAWYERS... 

AMERICAN  AND  BRITISH  LAW 

firms  are  furiously  stealing 
one  another's  attorneys  in 
London.  Why?  Long  the  cen- 
ter of  international  invest- 
ment banking,  London 
is  jumping  with  lucrative 
legal  work.  New  deals 
abound  worldwide,  es- 
pecially for  pro- 
ject finance — rais-  ) 
ing  funds  to 
build  dams 
and  bridges. 

One  of 
the  most 
notable 
raids  oc- 
c  u  r  r  e  d 
when  Man- 
hattan's high-powered  Shear- 
man &  Sterling  nabbed  four 
British  attorneys  from  U.  S. 
rival  Milbank,  Tweed,  Hadley 
&  McCloy.  Earlier  this  year, 


another  New  York  firm, 
Weil,  Gotshal  &  Manges,  set 
up  shop  in  London  and  pil- 
fered 30  British  lawyers 
from  Freshfields  and  Clifford 
Chance,  among  others,  mak- 
ing six  of  them  partners. 
The  Americans  are  paying 
well  for  the 
talent.  Year- 
ly salaries 
for  such  top 
Brit  recruits 
as  Shearman 
&  Sterling's 
Kenneth 
MacRitchie 
and  Weil 
:  Gotshal's 
Maurice 
Allen  are 
as  much  as 
$800,000,  says 
Catrin  Griffiths,  ed- 
itor of  London's  Le- 
gal Business  magazine. 
That's  one-third  more  than 
they  would  earn  at  leading 
English  firms. 

The  British  aren't  beyond 


DRAWN  &  QUARTERED 


a  counterattack.  They've 
snapped  up  American  talent, 
which  they  use  for  raising 
capital  in  the  U.  S.  One  such 
poacher,  Clifford  Chance,  now 
has  25  Yanks.  Freshfields  also 
has  25,  including  a  former 
Shearman  &  Sterling  lawyer. 

The  recruiting  will  only 
get  more  intense  as  interna- 
tional mergers  heat  up. 
Shearman  &  Sterling,  for  in- 
stance, is  advising  British 
Telecommunications  on  its 
planned  takeover  of  Ameri- 
ca's mci.         Heidi  Dawley 


SURVEY  SAYS. 


THE  P0LLTAKERS'  POSTER  BOY 


POLLSTER  JOHN 

Zogby  is  hot — 
and  he's  cashing 
in.  While  other 
ZOGBY:  Let       Presidential  polls 
'em  whine        proved  wildly  in- 
"  accurate,  Zogby's 
final  Reuters  tracking  survey 
(saying  Bill  Clinton  would 
win  49.3%  to  41.2%)  was  a 
near  perfect  prediction.  The 
results:  49.2%  to  40.8%.  The 
New  York  Times/CBS  News 
Poll,  at  campaign's  end,  had  a 
huge  17-point  Clinton  lead. 

So  Zogby,  48,  based  in  New 
Hartford,  N.  Y.,  is  getting 
more  business  from  Reuters, 
which  wants  him  to  poll  in 
Latin  America.  He  is  opening 
a  Washington  office  and  aims 
to  expand  corporate  work. 
Now,  he  does  marketing  sur- 
veys for  such  clients  as  mci. 

His  secret?  To  get  a  more 
accurate  cross-section,  Zogby 
says  he  surveys  people  from  9 
a.m.  until  midnight,  while  ri- 


vals wait  until  6  p.m.  Plus, 
unlike  them,  he  weights  his 
sample  to  mirror  national  par- 
ty preferences,  figuring  it's 
key  to  voting  behavior.  The 
ex-political  science  prof s  long- 
time rep  for  amazing  accuracy 


got  a  big  boost  in  1994,  when 
he  alone  said  Republican 
George  Pataki  would  oust 
New  York  Governor  Mario 
Cuomo.  Other  pollsters  con- 
sider Zogby  lucky  rather  than 
good.  He  has  invited  skeptics 
to  discuss  the  issue:  "They  can 
bring  their  sour  grapes,  and 
we  can  make  whine  to- 
gether." Richard  S.  Dunham 


THE  BIG  PICTURE 


(MORE) 
HELP  WANTED 

Skilled,  trained 
workers  are  in  short 
supply,  say  growth- 
company  chiefs,  and 
this  is  slowing  their 
companies'  progress. 
The  most  acute 
shortages  are  in  the 
fast-changing  high- 
tech area,  especially 
for  programmers  and 
systems  experts. 


CEOs  WHO  SAY  LACK  OF  SKILLED 
WORKERS  IS  NO.  1  BARRIER 
TO  GROWTH 

FROM  SURVEYS  OF  CEOs  AT 
428  GROWTH  COMPANIES, 
IN  THIRD  QUARTER 


60  ■ 


'93 

▲  PERCENT 


'95 

DATA:  COOPERS  J 


MAD  AVE 

HBO:  FROM  THE 
MOUTHS  OF  CHIMP? 

JANE  GOODALL,  THE  WORI 

renowned  expert  on  chj 
panzees'  behavior  in  i 
African  wild,  seems  an  unll 
ly  TV  pitchwoman  for  Hc| 
Box  Office. 
B  u  t  t  h  e 
movie  chan- 
nel figures 
othei-wise. 

In  30-  and 
60-second 
promos  now 
airing,  her 
chimpanzees' 
mouths  are  GOODALL: 
manipulated  Star  of  TV  I 
by  computer 

graphics  to  speak  movie  lis 
Frodo,  from  Goodall's 
seai'ch  outpost  on  Tanzan 
Gombe  National  Presei 
uses  Marlon  Brando's  voic< 
The  Godfather:  "It  was  Ba 
ni  all  along."  Other  chir 
mimic  Peter  Finch  in  Netw\ 
("I'm  mad  as  hell,  and  I'm  I 
going  to  take  it  anymoij 
and  Sylvester  Stallone 
Rocky  ("Yo,  Adrienne"). 

hbo  overcame  Goodd 
initial  reluctance  by  convi 
ing  her  of  the  ads'  edu 
tional  value.  The  spots 
"the  chimps  without  expl 
ing  them.  They're  behav 
naturally — not  dressed 
and  looking  cuddly,"  s 
Goodall,  62,  whose  instit 
got  a  $100,000  hbo  donat: 
While  the  ads  say  she's 
hbo  viewer,  that's  true  o 
rarely:     "I     don't  hi 
time."  Lisa  Sand 


FOOTNOTES  Percent  of  investors  who  say  brokers'  services  are  a  good  value  today:  71  %  One  year  ago:  63% 
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©1996  BankAmerica  Corporation 


Innovative  Financing  For  A 
Commercial  Real  Estate  Company 


"  client  had  the  benefit  of  a 
m  of  specialists  in  commercial 
I  estate  and  risk  management. 


In  order  to  purchase  an  office  building,  a  nationwide  real  estate  company  needed  to  min- 
imize borrowing  costs.  Our  knowledge  of  risk  management  enabled  us  to  structure  a  deal 
that  not  only  lowered  the  immediate  borrowing  costs,  but  hedged  some  of  our  client's 
interest-rate  risk.  Again  proving  our  ability  to      ■  mm 
unearth  creative  solutions  to  difficult  problems.      \uW  M 


Bank  of  America 


www.stet.it 


taly  and  the  world 


3f  products  and  infrastructures  from  IT  services  to  the  most  advanced 
ledia  solutions.  And  when  communications  need  to  be  truly  global, 
ig  comes  more  naturally  to  Stet.  You  could  say  it's  a  natural  re- 
n  of  our  talent  for  bringing  neonle  and  nlarps  rlnspr  rnapthpr 


Every  Driver's  Dream 


Lease  a  Bentley  For 
$1,895  a  Month* 

36  Months  •  24-hour  roadside  assistance 
3-year  limited  warranty 


1-800-23-ROLLS 

'Offered  to  qualified  lessees  by  Primus  Automotive  Financial  Services,  Inc  through  participating  authorized  dealers  Subject  to 
availability  Price  based  on  36-month  closed-end  lease  for  a  1997  Bentley  Brooklands  sedan  excluding  optional  equipment  and  special 
features  ($149,900  MSRP).  less  7%  required  dealer  contribution,  wmch  could  affect  final  negotiated  transaction  Requires  S1 4,990 
down  payment,  S1 ,900  security  deposit  and  tirst  monthly  lease  payment  at  lease  inception  for  a  total  of  $18,785  due  at  signing  Total 
of  monthly  payments  $68,220  Lessee  responsible  for  license,  registration,  title,  taxes,  insurance  and  maintenance  Option  to  pur- 
chase at  end  of  lease  for  S77.948  If  vehicle  is  not  purchased,  lessee  is  responsible  for  excess  mileage  charge  of  S  50  per  mile  over 
30.000  miles  and  for  damage  and  excess  wear  Must  take  delivery  by  December  31 ,  1996  May  not  be  combined  with  luxury  tax  reim- 
bursement program  or  any  other  incentives  Other  conditions  and  fees  may  apply:  see  your  dealer  for  details  ©  Rolls-Royce  Motor 
Cars  Inc  ,  1996  The  names  "Bentley"  and  "Bentley  Brooklands"  and  the  badge  and  radiator  grille  are  registered  trademarks. 


Send  a  message  with 
your  cards. 


And  Lick  Asthma  For  Good 


t 


AMERICAN 
LUNG 

ASSOCIATION 


Support  Christmas  Seals  .  Because. ..When 
You  Can't  Breathe,  Nothing  Else  Matters.® 

l-800-LUNG-USA 

www.lungusa.org  or  AOL  Keyword:  ALA 
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Do  You  Lead  A  Small 
or   Midsize  Business? 


Attend  a  dynamic  conference  and  exposition 
and  find  the  resources  you  need  to  "go  global." 

ENTERPRISE 

EXPO  '97 

flTiere  Crowing  Companies  Make  Clobal  Connections 

JUNE  11-13,  1  997 

The  New  York  Sheraton  Hotel, 
Business  Week  World  Headquarters,  and  Show  Pier  92 
New  York  City,  New  York 

•  Learn  how  to  do  business  in  your  industry  around  the  world. 

•  Discover  new  financial  options  and  exporting  practices  that  can  propel  your 
company  s  growth. 

•  Get  practical  advice  on  building  electronic  commerce  into  your  company's 
infrastructure. 

•  Hear  how  other  small  and  midsize  companies  are  writing  their  international 
success  stories. 

•  Receive,  as  part  of  registration,  enrollment  in  a  UNIBEX  on-line  Business 
Matching  Program. 

To  attend,  call  Pam  Burnett,  800-547-6276  or  203-319-3630  xl2 

Targeting  the  small  business  marketplace? 
Call  Drew  Jenkins,  203-847-7000  xl  1  to  sponsor  or  exhibit. 

Created  in  partnership  with: 
Business  Week,  The  Universal  Business  Exchange  (UNIBEX), 
and  The  Small  Business  Exporters  Association,  and  in  cooperation  with 
The  U.S.  Department  of  Commerce,  The  U.S.  Small  Business  Administration, 
and  the  Export-Import  Bank  of  the  U.S. 
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Beyond  news.  Intelligence. 
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Readers  Report 


DO  THE  LIBERAL  MEDIA 

PROTEST  TOO  MUCH?  

I  am  writing  in  response  to  Bruce 
Nussbaum's  article  "The  myth  of  the 
liberal  media"  (News:  Analysis  &  Com- 
mentary, Nov.  11).  The  mainstream 
press  has  paid  only  lip  service  to  the 
dozens  of  scandals  in  the  Clinton  Ad- 
ministration. If  these  scandals  had  oc- 
curred in  a  Republican  Administration, 
the  press  would  be  surrounding  the 
President  like  a  pack  of  jackals — and 
rightfully  so.  The  press  crucifies  Newt 
Gingrich  regularly,  but  it  embraces  Jesse 
Jackson,  Pat  Schroeder,  and  Charles 
Schumer  as  voices  of  reason. 

Chris  Andres 
Mesa,  Ariz. 

You  trumpeted  the  fact  that  62%  of 
the  major  news  stories  on  Clinton  in 
his  first  18  months  in  office  were  neg- 
ative, while  only  51%  were  negative 
during  Bush's  first  18  months.  Do  you 
really  think  that  Bush's  numbers  would 
have  stayed  at  51%  if  he  had  had  his 
own  Whitewater,  Travelgate,  or  Paula 
Jones? 

Rich  Karakis 
San  Jose,  Calif. 


J 


IT  USED  to  6E 


EVERYONE 


You  correctly  pointed  out  that  many  of 
the  Clinton  scandals  were  first  reported 
by  some  of  the  same  organizations  ac- 
cused of  a  liberal  bias — The  Washington 
Post,  Los  Angeles  Times,  and  The  New 
York  Times.  What  you  didn't  report  was 
that  all  of  those  papers  endorsed  Clinton. 

Russell  Fortney 
Odenton,  Md. 

In  Texas,  there's  an  old  saying:  "It's 
the  hit  dog  that  howls."  It  appears  to 
me  that  y'all  were  howling  in  your  article 


concerning 'media  las. 

BUSINESS  WEEK'S  Ss- 

missal  of  the  chargot 
liberal  bias  is  Ice 
Loretta  Lynn's  cro- 
ment  upon  Jinii 
Carter's  election:  'ini 
glad  we  finally  hav : 
President  without^ 
accent." 

Robert  L.  Moor*, 
Brenham,  'far 

BUSINESS  WE 

dissection  of  candk 
Dole's  misguided  < 
paign  assault  on 
"liberal  media"  cc 
more  accurate,  m 
more  justified.  A 


not  have  been 
masterful — or 
newspaperman  for  almost  a  half-cei 
ry  and  employer  of  many  others 
large  Washington  news  bureau,  I 
testify  that  we  held  to  a  rigid  stanc 
of  objectivity  and  fairness.  The 
lisher's  ancient  slogan,  hanging  bei 
us  on  the  wall,  was  a  daily,  soben 
reminder:  "Our  Salvation  Lies  in  Pr 
ing  the  News.' 

Our  own  personal  voting  habits 
political  preferences  were  not  refleot 


David. 


Hum 


PORTEGE  660CDT 

•  113"  dia.  color  active-matrix 
display.  800  x  600  screen 
resolution 

•  t50MHz  {2  9v)  Pentium'  Processor 

•  PCI  bus  architecture 


■  1  4  billion  byte  (=  1  35GB)  HDD 
>  16MB  EDO  DRAM  (expandable  to 

80MB)  with  256KB  level  2  cache 
•  Built-in,  cellular- ready 

voice/tax  modem 
.  10X*  CD-ROM 
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.  HiOVideo"  Multimedia  PCI 
graphics  controller  with  64-brt 
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or  32-bit  CardBus  Cards 
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■  Enhanced  84-key  keyboard 

■  5  2  lbs. 

■  Optional  Desk  Station  V  Plus  docking 
station  or  Optional  NoteDock"  II 
Enhanced  Port  Replicator 


■  Windows'  95  or  Windows  Des 
tor  Workgroups  ! 

■  3-year  limited  warranty  ;*SJ 

■  Toll-tree  technical  support  - 

7  days  a  week,  24  hours  a  day  Mn 
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how  we  gathered  the  news,  ques- 
led  news  sources,  or  shaped  stories 
publication.  To  suggest  that  Wash- 
ton  reporters  were  biased  because 
y  voted  Democratic  is  pure  fiction.  If 
ticians,  government  bureaucrats,  and 
die  figures  said  stupid  things,  we  felt 
i  to  quote  them.  This  may  be  a  ma- 
reason  for  Doleful  Bob's  downfall 
his  mournful  postelection  entrance 
>  well-deserved  obscurity. 

Lloyd  M.  Schwartz 
Alexandria,  Va. 

f  the  media  is  unbiased,  why  was 
ta  Hill  a  hero?  There  was  no  evi- 
ce  to  support  her  claims.  Meanwhile, 
ila  Jones  is  ignored  or  even  ridiculed 
?n  she  is  backed  up  by  evidence  and 
roborating  witnesses. 

Bryan  J.  Weitzel 
Memphis 

Americans  want  fair,  tolerant,  and 
■iased  media.  Because  the  media  have 
ised  to  bring  themselves  under  con- 
,  Americans  are  going  to  do  that  for 
m.  The  sentiment  is  growing  to  re- 
re  each  journalist  to  hold  a  profes- 
lal  license  with  requirements  for  con- 
ling  education— as  is  done  in  other 
fessions. 

Brad  Bliss 
Canandaigua,  N.  Y. 


Anyone  watching  the  news  anchors 
during  recent  preelection  coverage  on 
nbc,  CBS,  abc,  and  cnn  can  judge  for 
himself  the  political  bias  demonstrated. 
To  address  conflict-of-interest  issues,  re- 
porters and  commentators  should  state 
their  political  leanings.  We  demand  the 
same  kind  of  full  disclosure  of  financial 
analysts  who  may  recommend  a  stock 
when  they  have  it  in  their  own  portfolios. 

Charles  J.  Garvey 
Vienna,  Va. 

The  tremendous  loss  of  news  viewer- 
ship  experienced  by  the  three  major 
networks  in  recent  years  has  occurred 
because  people  view  their  coverage  as 
unfair.  The  networks  may  think  their 
coverage  is  unbiased,  but  the  percep- 
tion on  the  other  side  of  the  camera  or 
printing  press  is  that  the  media  are  not 
reliable  or  credible. 


The  American  people  expect  and 
crave  honest,  complete  coverage  of  the 
issues  and  people  upon  which  the  fu- 
ture depends.  Unfortunately,  the  Amer- 
ican press  has  abdicated  its  responsi- 
bility to  act  as  a  watchdog  against  a 
potentially  dishonest  or  overreaching 
government.  People  recognize  this  and 
are  resentful. 

Kem  Sloop 
Topeka,  Kan. 

Bruce  Nussbaum's  hasty  dismissal  of 
the  Freedom  Forum  poll  showing  that 
89%  of  journalists  voted  for  Bill  Clinton 
in  1992  was  puzzling.  He  dismissed  the 
poll  because  it  included  "only  139  Wash- 
ington journalists."  But  aren't  they  the 
ones  who  we  should  be  talking  about: 
Sam,  Wolf,  Cokie,  and  company?  Wash- 
ington journalists  report  the  news  for 
all  of  America.  The  fact  that  89%  are 
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Think  of  it  as  the  mast  important 
part  of  yom*  PC,  to  go. 


Presenting  Pilot,  the  easy  way  to  take  the 
important  personal  info  that's  on  your  PC 
with  you  wherever  you  go. 

Enter  addresses,  phone  numbers,  and 
appointments  just  once  — on  your  Pilot  or 
your  PC.  Then  drop  Pilot  into  its  cradle  and  press  the  HotSync"  button. 
That's  all  it  takes  to  keep  your  Pilot  and  PC  in  sync. 

Pilot  comes  complete  with  its  own  desktop  personal  information 
manager,  plus  everything  you  need  to  be  up  and  running  in  minutes. 
It's  also  compatible  with  the  Windows  software  you're  currently  using 
for  personal  information  management,  including  Lotus  Organizer, 
Scheduled  Now  Up-to-Date,  and  Sidekick*  And  at  only  4.5"  tall,  5  5  oz, 
and  $299,  it  fits  any  pocket  and  pocketbook 

To  learn  where  to  get  one,  call  1-800-881-7256.  To  arrange  a 
demo,  go  to  our  web  site,  http://www.usr.com/palm. 


pilot 


i6  connected  organizer. 


Now  available  at  Circuit  City,  CompUSA,  Computer  City,  Egghead.  Office  Depot,  OfficeMax  and  Staples 


ooal  links  lot  third  party  desktop  P!M  software  must  be  purchased  separately  The  average  U  S  street  price  for  Pilot  1000,  complete  with  all  desktop  and  orgam;er  software,  docking  cradle  and  accessories  ©  1996  U  S  Robotics 
Robotics  and  the  U  S  Robotics  logo  are  registered  trademarks  and  Pilot,  the  Pilot  logo  and  HotSync  are  trademarks  of  U  S  Robotics  and  us  subsidiaries  All  other  product  names  are  registered  trademarks  of  their  respective  owners 
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The  New  World  of 
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v  / 
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Special  Advertising  Section 


How  do  millions  of  baby  boomers 
plan  for  a  sound  financial  future? 
They  look  to  a  growing  range  of 
options  available  for  financial 
planning.  The  New  World  of 
Personal  Finance  will  help  them 
get  the  advice  they're  looking  for 
to  make  the  best  choices  possible. 

Don't  miss  this  opportunity  to  help 
more  than  6  million*  professionals 
gain  lifelong  security. 


For  more  information, 
please  contact: 

Peter  J.  Callahan 
Financial  Market  Manager 
Phone:212-512-3579 

Issue  Date: 
March  17,  1997 

Ad  Closing  Date: 
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Readers  Report 


Clinton  supporters  is  not  irrelevant. 
Furthermore,  it  is  a  little  naive,  in  my 
view,  to  suppose  that  reporters  are  un- 
biased because  they  are  "trained  to 
bring  fairness  and  balance  to  news  sto- 
ries." Right,  and  I've  got  a  bridge  to 
sell  you. 

Kim  Judkins 
Arlington,  Va. 

Nussbaum  cites  few  facts — but  many 
quotes  from  experts  sympathetic  to  his 
view.  Meanwhile,  the  rest  of  us  experi- 
ence the  daily  coverage  and  editorials  in 
The  New  York  Times,  The  Washington 
Post,  San  Francisco  Chronicle,  and  Los 
Angeles  Times,  not  to  mention  the  TV 
networks.  One  wonders  if  any  of  those 
media  outlets  have  ever  met  a  govern- 
ment social  program  or  regulation  they 
didn't  like.  Nussbaum  has  it  just  right 
when  he  says  that  the  public  rates  jour- 
nalists as  low  as  it  does  politicians,  but 
he  can't  seem  to  piece  together  why. 

The  facts  are  that  the  American  vot- 
er has  moved  gradually  to  the  right  and 
wants  more  control  over  the  govern- 
ment. You  might  expect  The  New  York 
Times  or  Dan  Rather  to  miss  this  sea 
change,  but  not  business  week.  Time  to 
rethink,  perhaps? 

Jan  Twardowski 
Tacoma,  Wash. 

A  MORE  BENIGN  TAKE 

ON  RJR'S  BOARD  

In  your  article  on  corporate  boards 
("The  best  and  worst  boards,"  Cover 
Story,  Nov.  25),  our  company's  inclu- 
sion on  the  "worst  boards"  list  is  based 
on  proxy  data  that  is  at  least  seven 
months  old. 

Using  current  information  and  your 
own  criteria,  our  company  today  would 
compare  favorably  to  many  on  your 
"best  boards"  list.  We  have  one  inside 
director,  not  four  as  indicated  in  the  ar- 
ticle; our  directors  average  fewer  than 
five  outside  directorships,  not  more  than 
five;  and  we  have  outside  directors  on 
compensation,  audit,  nominating,  and 
corporate  governance  committees. 

Furthermore,  we  have  no  outside  di- 
rectors drawing  consulting  or  legal  fees; 
an  annual  CEO  review  by  independent 
directors;  CEO  incentive  pay  linked  to 
share  prices;  and  a  non-classified  board. 
We  have  eliminated  the  directors'  re- 
tirement plan.  In  addition,  the  correct 
number  of  directors  is  eight,  not  ten  as 
the  article  indicates. 

The  article  does  a  disservice  to  RJR 
Nabisco,  a  company  that  has  taken  sig- 
nificant, tangible  steps  to  be  responsive 
to  shareholder  concerns  by  changing  its 


board  composition  and  corporate 
ernance  practices. 

Robert  F.  Sharj 
Senior  Vice  President! 

General  Com 
RJR  Nabisco*. 
New  Br 

A  GREATER  GOOD' 

AT  MARRIOTT  I 

Three  cheers  for  Marriott!  Thafct 
tel  giant's  "Low-wage  lessons"  (Clr 
Story,  Nov.  11)  could  benefit  not  onMl 
workers  but  also  those  in  other  or* 
zations.  The  story  shows  that  if  a  lr 
pany  takes  care  of  its  people,  the™ 
take  care  of  the  company's  mission! 

In  response  to  union  criticism  m 
Marriott  should  simply  pay  higher  wm 
Marriott  has  wisely  chosen  to  tal 
longer-term  view  of  things.  Marrjk 
training  course  gives  its  employees  m 
to  help  them  for  the  rest  of  their  livas 
home  and  at  work,  to  the  betterme»( 
both  Marriott  and  society  at  large.  Tm 
something  a  wage  hike  will  not  do.  1 
Michael  PJb 
Johnson  City,  Tm 

What  Marriott  and  other  emplol 
are  doing  is  helping  their  employees  sr 
self-respect,  as  well  as  a  chance  top< 
ceed.  However,  I  very  much  disaft 
with  the  conclusion  at  the  end  of  thfl 
tide — that  Marriott's  "unusual  apprB 
to  the  low-wage  dilemma  is  dictate*) 
corporate  self-interest:  Helping  worp 
can  cut  costs  and  lift  productivity,  h 
that  goes  right  to  the  bottom  line."  j 

The  article  ignores  the  greater  Jo 
that  Marriott  is  providing — that  of  a  1: 
sufficient  workforce.  Marriott  is  tel 
ing  its  workers  to  fish  instead  of  gill 
them  the  fish  that  welfare  provide* 
the  long  run,  the  employees  are  the  I 
eficiaries,  with  better  lives  and  more* 
portunities  than  they  would  have  in  flp 
native  countries.  It's  fine  with  me  if  ■ 
riott  profits;  this  is  a  win-win  situaB 
Marriott  should  be  commended. 

Janis  TM 
Assistant  Professol 
Business  Administral: 
University  of  La  VA 
La  Verne,  Cl 

WHY  CIGARETTE  MAKERS 
ARE  HOOKED  ON  ADS 

Your  report  "The  world  war  ont>- 
bacco"  (Legal  Affairs,  Nov.  11)  doe 
good  job  pointing  out  the  cigaretten 
dustry's  dependence  on  advertising.  Hw 
ever,  business  week  could  really  lil] 
clear  the  air  by  pointing  out  that  h' 
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The  Chevy  Suburban. 

C^cfualltj  at  Lome  on- road  or- off-,  (ne  Gneuy™  <Ju6ur6an" 
carries  up  to  nine passenaers  and Ineir  lucjaaje  in  a  jra/io 
siufe  alt  its  own.  $ust Aoev  arandJ  C'a/f 1-800-950-2438 
or  uisit  us  at  www.  c/iei  irolei.  com 
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THE  STATE  FUND  /  KAISER  PERMANENTE  ALLIANCE 


Join  the  HLLIMICE  and  take  up  tn  10%  nff  your  workers'  comp  premium! 


IV 

1  ^  ow  you  can  receive  a  discount  of  up  to  10% 
off  your  workers'  comp  premium,  in  addition 
to  any  discounts  you  may  already  be  receiving! 
Plus  ongoing  savings  from  reduced  medical  and 
overall  claims  costs. 

Just  sign  up  for  the  new  Alliance  plan,  offered 
by  State  Fund,  California's  leading  workers' 
compensation  carrier  with  Kaiser  Permanente, 
the  nations  leading  non-profit  health  care 
organization.  In  addition  to  the  10%  premium 
discount,  you'll  also  benefit  from  smoother 
claims  handling,  expert  occupational  medicine 
specialists,  faster  employee  recuperation  and 
better  cost  management. 

For  more  information  and  a  free  brochure,  call 
us  at  1-800-892-6000.  Or  visit  us  at  www.scif.com 
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OOPS\ 

Your  schedule  card  is  gone. 
For  flight  information  call 


1-800-SHUTTU 
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MAJOR  OBSTACLES  TO  PURCHASING  A  LEXMARK 
COLOR  PRINTER  AND  HOW  TO  OVERCOME  THEM. 


"76ey  day: 

"Lexmark  "?  How  do  you  spell  it?  Hmmm. 
I  never  heard  of  them.  You  might  ask 
over  in  the  microwave  section." 


You  Say: 

"The  reason  you  never  heard  of  them  is 
that  for  years  Lexmark  has  been  making 
printers  for  banks,  pharmacies  and  other 
big  businesses." 


*74ey  day. 


'Listen  to  me.  You  don't  want  a  Lexmark. 
You  want  a  Canon.  I  own  several  of  their 
cameras.  They're  really  good." 


You  Say: 

"The  problem  with  Canon  is  that  if  the 
paper  gets  wet,  the  black  ink  runs. 
Lexmark  uses  a  patented,  waterproof 
black  ink  so  that  isn't  a  problem." 


7&ey  day: 

"You  know  what  they  say  'You've  got  to  see 
it  in  Epson  color.  '  Pretty  catchy,  huh?" 


*76.ey  day: 

"If  I  was  spending  my  money,  I'd  get  the 
HP.  And  it  comes  with  software  that  lets 
your  kids  print  all  this  cool  stuff." 


You  Say: 

'They  should  say,  'You've  got  to  see  it  in 
Epson  color  if  you're  willing  to  wait.' 
The  Lexmark  2050  is  a  lot  faster  than  the 
Epson  500.  And  the  color  is  just  as  good.' 


You  Say: 

"Feature  for  feature  the  Lexmark  2050 
Color  Jetprinter  stacks  up  nicely  against  the 
HP  682C.  And  when  it  comes  to  software, 
the  2050  comes  with  7  complete  packages  so 
there's  something  for  everyone  at  work 
and  at  home." 


It's  true.  There  are  good  printers  out  there.  But  frankly,  we  wouldn't  ■  l^wl '  ■ 

have  entered  the  market  if  we  didn't  have  something  better  to  sell. 
(We  may  be  unknown,  but  we  're  not  stupid.)  And  we're  confident  that 
if  you  compare  our  Lexmark  2050  to  the  competition  you  'II  agree. 
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CALL    f—800~358~5835    FOR    A    STORE    NEAR  YOU 
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AliAVisiA  Si  arcIh 

PRiVAIt  EXTFNSiONS. 

AltaVista  now  extends  its 
Web  leadership  with  Private 
extensions  for  your  PC,  your 
workgroup,  and  your  intranet. 
It's  part  of  OnSite  Computing: 
being  able  to  do  business 
wherever  you  are.  And  it  means 
the  end  of  wasting  time  locat- 
ing needed  Information. 

See  the.  entire  AltaVista 
OnSite  family  at  our  Web 
site,  where  you  can  download 
free  trial  software,  today. 
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OnSite  Knowledge 


irette  industry  is  a  classic  example 
he  economics  of  negative  externalities, 
fou  should  help  expose  the  four-ton 
ihant  hiding  in  the  closet:  the  scheme 
t  allows  some  corporations,  such  as 
cigarette  manufacturers,  to  appear 
fitable  only  by  externalizing  costs 
Dciated  with  smoking's  harm, 
"here  are  no  real  profits  in  manufac- 
ng  cigarettes.  There  is  only  the  cru- 
ippearance  of  profits  based  on  dis- 
;ed  costs. 

Alan  MacDonald 
Kennebunk,  Me. 

IPPING  AWAY 

THE  GLASS  CEILING  

'he  glass  ceiling  has  been  a  barrier 
women  for  decades  ("Shatterproof 
>s  ceiling,"  News:  Analysis  &  Com- 
ltary,  Oct.  28).  Women  should  be  in  a 
ition  of  equality  by  now,  consider- 
all  they  have  accomplished.  It  seems 
t  it  will  take  many  more  years  for 
nen  to  receive  appropriate  compen- 
on  and  recognition  for  their  accom- 
hments  in  the  business  world, 
was  astounded  to  learn  that  105  of 
500  largest  U.  S.  companies  have 
women  in  high-ranking  executive  po- 
ons.  This  is  unacceptable.  Why  was 
Y  a  half-page  article  devoted  to  this 
ic?  We  have  a  tendency  to  silence 
lgs  that  make  us  uncomfortable.  Si- 
2e  won't  help  solve  the  problem. 
Vomen  from  all  walks  of  life  should 
'cott  the  products  and  services  of 
se  companies.  Women  could  do  a  lot 
inancial  damage  to  these  companies, 
sidering  that  we  control  a  great  deal 
he  wealth  in  this  country. 
)n  a  more  positive  note,  I  take  my 
off  to  Merck,  Gap,  and  Paine  Webber 
entrusting  women  with  their  busi- 
s  dealings.  These  companies  are  suc- 
sful,  and  they  surely  benefit  by  di- 
sifying  thejr  workforces.  Let's  hope 
t  companies  such  as  these  are  the 
ve  of  the  future. 

Patricia  Fusco 
Danbury,  Conn. 

ERICA  SHOULD 

ICK  TO  ITS  PRINCIPLES 

Sfou  hit  it  right  on  the  nose  when 
i  said  "Get  the  guanxi  out  of  Wash- 
ton,"  (Editorials,  Nov.  4).  The  U.  S.  is 
dern  history's  only  civilization  found- 
on  a  written,  secular  creed— the  U.  S. 
restitution.  The  principles  in  the  Con- 
ation and  the  institutions  derived 
m  them  have  made  this  the  most 
ill,  innovative,  and  complex  system 
governance. 

The  triumph  of  the  U.  S.  as  a  people, 
economy,  and  a  political  system  is 
>ted  in  our  adherence  to  principles. 


not  to  customs.  We  must  not  allow  our 
system  to  drift  to  government  by  per- 
sonalities, customs,  and  traditions.  If  we 
are  to  keep  our  uniqueness  and  our  en- 
viable standard  of  living,  and  if  we  are 
to  protect  our  culture's  integrity  and 
enhance  our  role  as  a  genuine  world 
leader;  we  must  remain  the  way  we  are. 

Wali  M.  Osman 
Honolulu 

DOWN  WITH  THE 

ELECTORAL  COLLEGE  

I  felt  obliged  to  write  a  response  to 
Peter  Coy's  commentary,  "Electoral  col- 
lege, hail  to  thee"  (News:  Analysis  & 
Commentary,  Nov.  4).  Alan  Natapoff 
makes  the  points  that  voters  tend  to 
be  ignored  if  they  live  in  states  that 
are  not  closely  contested  and  that  this 
problem  could  be  resolved  by  awarding 
electoral  votes  according  to  voter 
turnout,  rather  than  congressional  rep- 
resentation. This  is  preposterous. 

The  pressing  problem  is  the  fact  that 
many  voters  do  not  bother  to  show  up 
at  the  polls  because  their  candidate  does 
not  stand  a  chance  to  win  their  state's 
electoral  votes.  Where  is  the  incentive 
for  a  New  York  resident  to  come  out 
and  vote  for  Dole  when  it  is  clear  that 
the  overwhelming  majority  of  New 
Yorkers  will  cast  ballots  for  Clinton,  giv- 
ing him  all  of  the  state's  electoral  votes? 

By  distributing  electoral  votes  based 
on  voter  turnout,  we  would  further  dis- 
courage voters  who  support  underdog 
candidates.  The  electoral  college  per- 
petuates people's  perceptions  that  one 
vote  does  not  make  a  difference.  Until  it 
is  scrapped,  many  Americans  will  con- 
tinue to  sit  at  home  on  election  day. 

Kenneth  R.  Herceg 
New  York 
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AMD  chips  help  carry  half 
of  all  cellular  phone  calls  in 
Europe.  Chips  that  help  make 
international  communication  — 
of  voice  and  data  —  faster, 
simpler  and  clearer.  Telephone 
networks,  however,  are  just  one 
way  AMD  helps  you  stay  con- 
nected globally.  Today,  our  chips 
help  carry  80%  of  all  Internet 
traffic.  So  whether  by  voice-mail 
or  e-mail,  AMD  helps  keep 
your  ever-changing  schedule 
on-schedule.  Visit  our  website 
or  call  1-800-222-9323. 


AMD  Flash  Memory  chips 
consume  very  little  power  yet  deliver 
the  rugged  performance 
today's  cell  phones  demand. 


AMDZ1 


www.amd.com 
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DIXIE  RISING 

How  the  South  Is  Shaping  American  Values,  Politics,  and  Culture 

By  Peter  Applebome 
Times  •  385pp  •  $25 


AS  THE  SOUTH  GOES, 
SO  GOES  AMERICA? 


New  books  about  the  American 
South  labor  under  both  a  blessing 
and  a  curse.  The  region  remains 
uncannily  entrancing.  The  unhomogenized 
mix  of  race,  commerce,  conflict,  kitsch, 
and  grace  makes  it  nearly  impossible  to 
write  a  lousy  book  about  the  South.  But 
taking  the  next  step — finding  a  unique 
and  challenging  perspective  on  the  old 
Confederacy — is  no  mean  feat.  Accounts 
from  W.J.  Cash's  insightful  The  Mind  of 
the  South  to  Lewis  Grizzard's  confec- 
tionary Elvis  is  Dead  and  I  Don't  Feel 
So  Good  Myself  don't  leave  many  plots 
untilled. 

But  the  heavy  traffic  in  Southern  let- 
ters didn't  keep  Peter  Applebome  from 
trying,  thank  goodness.  Applebome,  the 
former  Atlanta  bureau  chief  of  The  New 
York  Times,  delivers  a  nuanced,  insight- 
ful, and  sometimes  even  affectionate  ap- 
preciation of  the  South  in  Dixie  Rising: 
How  the  South  Is  Shaping  American 
Values,  Politics,  and  Culture.  With  an 
astute  eye  and  often  painterly  writing, 
Applebome  takes  us  to  such  places  as 
ultraconservative  Cobb  County,  Ga.,  dol- 
lar-hungry Charlotte,  N.  C,  and  the  de- 
serted and  dhl-poor  strand  of  backwater 
burgs  of  the  Mississippi  Delta,  using  each 
visit  to  tell  us  something  about  the  mod- 
em-day South. 

It's  paradoxical  that  the  Souths 
uniqueness  is  what  makes  it  familiar.  No 
region  is  as  racially  polarized,  yet  all  re- 
gions deal  with  race.  No  region  has  the 
extremes  of  poverty  and  commercial 
overreaching,  yet  all  regions  have  each  of 
these,  too.  In  its  contrasts  and  conflicts — 
black  and  white  being  only  the  most  ob- 
vious— the  South  works  like  a  concave 
mirror  held  before  the  nation.  Distorted 
as  the  reflection  may  be  in  the  way  it  ex- 
pands and  exposes  certain  features,  it 
offers  a  revealing  picture  of  the  essence 
of  modern  America. 

Some  Southerners  still  refer  to  the 
Civil  War  and  the  society  that  died  with 


it  as  the  Lost  Cause.  Applebome  por- 
trays the  South  as  a  region  of  lost  caus- 
es. He  makes  a  visit  to  Selma,  Ala. — 
where  veterans  of  the  1965  civil  rights 
march  to  Montgomery  grumble  that  the 
town  is  so  unchanged  that  the  same 
mayor  is  still  in  office.  In  Charlotte,  radio 
announcer  Robert  Raiford  offers  a  caus- 
tic observation  on  the  city's  striving  to  be 
considered  world-class:  "Charlotte  is  90% 
foam  and  10%  beer."  The  textile  mills  in 
Honea  Path,  S.  C,  still  aren't  unionized, 
62  years  after  a  general  strike  in  which 
seven  mill  workers  sacri- 
ficed their  lives.  And  in 
Wilmington,  N.  C,  Williston 
High  School's  African- 
American  alumni  believe 
the  school  where  Booker  T. 
Washington  once  was  prin- 
cipal fared  far  better  before 
integration. 

Applebome  brings  a 
unique  eye  to  the  story.  A 
native  New  Yorker  who 
graduated  from  Duke  Uni- 
versity and  has  spent  his 
career  in  the  South  (in 
Texas  before  Atlanta),  he  offers  a  de- 
tached, intuitive  perspective.  The  book  is 
the  offspring  of  a  powerful  series  he 
wrote  for  the  Times  in  1994,  and  it  gains 
in  wit  and  pith  as  Applebome  frees  him- 
self from  the  constraints  both  of  the  jour- 
nalist's studied  objectivity  and  the  leaden 
hand  of  Times  editing.  His  fine  observa- 
tions range  from  the  trivial — "pickled 
pigs'  feet  are  the  opposite  of  an  acquired 
taste:  unless  you're  bom  eating  it,  you 
never  will" — to  the  profound.  "The 
Delta,"  he  writes,  "is  a  place  where  even 
the  names  of  the  cities,  counties,  and 
streams — Tallahatchie  and  Hushpuck- 
eena;  Issaqueena,  Itta  Bena,  and  Yazoo; 
Rattlesnake  Bayou  and  Quiver  River — 
hang  in  the  moist,  hot  air  like  tantalizing, 
dark  riddles." 

Like  its  subject,  the  book  does  have 


DIXI 

RISING 


Haws.  Applebome  never  quite  comp.s 
with  the  notion,  described  in  the  subt  e 
of  his  book,  that  the  South  is  driv  g 
the  American  ethos  of  the  1990s,  m 
pushing  this  theme,  Applebome  sort* 
times  confuses  coincidence  with  caife 
and  effect.  Today,  racial  tension  in  soci«: 
is  due  as  much  to  northern  urban  1 
equities  and  such  travesties  as  the  R<u 
ney  King  beating  and  0.  J.  Simpson  tifl; 
as  to  the  vestiges  of  George  Wallace-^ 
segregation.  Family-values  rhetoric  rag 
out  from  such  places  as  Huntington,  In 
and  Wheaton,  111.,  before  Cobb  Couijf 
outshouted  them.  Unions  are  on  the  m 
because  of  imports  and  cheap  foreign  - 
bor,  not  just  Southern  right-to- work  la\.. 
Gingiichian  antifederalism  has  historic 
antecedents  in  the  South,  but  it's  Cm 
fornia's  Ronald  Reagan — not  Newt  Gj- 
grich  or  his  acolytes  in  Texas  and  elj- 
where — who  pushed  the  issue  to  the  m  : 
of  the  American  agenda. 

Still,  Applebome  is  correct  in  his  fin-  < 
ing  that  the  South's  influence  is  growiJ| 
Population,  politics,  and  el  i 
nomic  power  dictate  I 
much.  Everything  from  cm 
tural  conservatism  to  vM 
sic  is  influenced,  sometintt 
almost  governed,  by  wl 
happens  down  South.  Mi 
plebome  sees  bright  siup 
to  this.  The  economic  M 
naissance  of  such  cities  p 
Atlanta,  Charlotte,  aJf 
Nashville  can  provide  m 
ject  lessons  on  how  com 
rate  activism  and  politioi 
leadership  can  help  citih 
overcome  their  limitations.  And  despii 
the  South's  racial  history,  generations  n 
familiarity  do  sometimes  yield  new  jl 
sights,  as  people  in  Charlotte,  Wilmin[  i 
ton,  and  even  Selma  can  attest. 

In  the  end,  though,  the  South's  vel 
uniqueness  may  mean  that  its  politidi 
lessons  are  less  than  universal.  Two  yeal 
after  the  Gingrich  revolution,  "it's  a\ 
ready  pretty  clear  that  the  easy  answefl 
and  repackaged  nostrums  out  of  tj  1 
South's  past  are  as  hollow  as  plastic  pin  i 
and  the  racial  scapegoating  and  pubj 
disinvestment  that  crippled  the  Sou] 
for  so  long  will  do  the  same  for  the  n 
tion,"  Applebome  concludes.  It's  a  war! 
ing  that  should  not  be  ignored. 

BY  DAVID  GREISIN 
Greising  is  business  week's  Atlan\  i 

bureau  chief. 


THE  REGION'S  INFLUENCE  IS  GROWING,  BUT 
APPLEBOME  DOESN'T  ENTIRELY  MAKE  HIS  CASE 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT 


ECISIONS  ARE  TOUGHER. 
IME  IS  CRITICAL. 
ESOURCESARE  LEANER. 


ND  THE  BUCK  STOPS  WITH  YOU 


HYPE  JUST  WON'T  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively... and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing, 
OLAR  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677  4444  www.sas.com/vision/ 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  trademark, 


With  all  due  respect  to  RISC/UNIX-based  systems,  we  think  you'll  find  the  Compaq  Professional 
Workstation  offers  something  that's  been  sorely  missing  in  proprietary  workstations.  Namely,  freedom. 

To  begin  with,  vou'll  have  plenty  of  power  to  run  your  specialized  applications.  This  is  made 
possible  through  a  range  of  cutting-edge  performance  features.  Including  Compaq's  advanced  system 
architecture  which  is  optimized  for  Windows*  NT  and  can  run  up  to  two  Pentium*  Pro  processors.  And 
because  our  workstation  is  based  on  open  systems  standards,  you'll  find  it  will  integrate  easily  into  your 

H    i    <;    I    f    i    h    it   t    p  d 

existing  network.  So  instead  of  having  to  work  within  the  constraints  of  a  proprietary 


m 


system,  you'll  haw  the  flexibility  to  accommodate  your  needs,  whatever  they  are.  Of 


access 


course,  with  Distributed  Access,  vou'll  also  be  assured  of  a  transparent  connection 
to  all  the  information  you  need  throughout  your  enterprise.  Even  in  RISC/UNIX  environments. 

Another  benefit  is  the  result  of  our  partnerships  with  leading  independent  software  vendors 
like  Microsoft,  SDRC,  Autodesk  and  PTC.  Because  these  solutions  have  been  thoroughly  tested,  you'll  get 
optimum  performance  and  compatibility. 


Your  Reliance  On  Conventional  Workstations 
Is  About  To  Change  Forever. 


Finally,  our  workstation  provides  a  lower  cost  of  ownership — not  only  through  price:  performance 
but  also  through  Compaq's  industrydeading  management  features 
and  comprehensive  service  and  support  programs.  Including 
hundreds  of  resellers  specially  trained  for  your  market. 

All  said,  the  Compaq  Professional  Workstation  is  unlike 
any  workstation  you've  ever  used  before.  Which,  of  course,  is 
exactly  the  point.  For  more  information  on  Compaq 
workstations  or  Distributed  Access,  visit  us  at 
www.compaq.com  or  call  1-800-318-7774. 


So  what's  under  the  hood?  1-2  200. MH/  Pentium'  Pro  processors  with  NT  4.0,  a  2'ibK  cache,  up  to  >12MB 
of  ECC  DI  MM  memory,  an  Ultra-Wide  SCSI  controller,  and  advanced  2D/3D  graphics  accelerators. 


COMPAQ. 

Has   It   Changed   Y  o  u  r   Life  Yet? 


Technology  &  You 


BY  STEPHEN  H.  WILPSTROM  

A  CD-ROM  TO  MAKE 
LEONARDO  SMILE 


Bill  Gates  actually 
enhances  our 
appreciation  of  the 
master's  codex 

When  Microsoft  Chair- 
man William  H. 
Gates  III  plunked 
down  $31.8  million  to  buy  a 
Leonardo  da  Vinci  notebook 
from  the  Armand  Hammer 
Museum  in  1994,  the  art 
world  was  horrified.  The 
Codex  Hammer  was  one  of 
only  20  such  notebooks  left 
by  the  Renaissance  master, 
and  it  was  about  to  disap- 
pear forever  into  private 
hands. 

It  turns  out  that  ■ 
the   worries  were 
overblown.  Instead 
of  renaming  the  doc- 
ument Codex  Mi- 
crosoft   as  some 
feared,   Gates  re- 
stored its  traditional 
name     of  Codex 
Leicester,  for  the 
British  noble  family 
that  owned  it.  And  > 
now    Corbis    (800  • 
260-0444),  Gates's 
private  art-licensing  compa- 
ny, has  turned  the  master- 
piece into  a  cd-rom  that's  a 
fitting  tribute  to  a  genius 
who  was  frustrated  by  the 
limitations  of  16th  century 
technology. 

mirror  script.  Along  the 
way,  Corbis  accomplished 
something  very  interesting. 
Most  art  CDs  necessarily  di- 
.  minish  the  works  they  rep- 
resent. Even  an  offering  as 
well  done  as  Corbis'  A  Pas- 
sion for  Art  can't  deliver  the 
impact  of  a  massive  Matisse 
dance  mural  when  it  is 
transferred  to  the  small 
screen.  But  Leonardo  da 


Vinci  ($30,  for  Windows,  Mac 
version  due  in  December) 
enhances  the  work  it  depicts. 

The  reason  is  simple.  Once 
you  get  past  the  wonder  of 
looking  at  a  page  written  in 
Leonardo's  hand,  there's  not 
much  you  can  do.  Few  of  us 
read  Renaissance  Italian,  and 
fewer  still  can  decipher  the 
curious  right-to-left  mirror 
script  in  which  the  codex  is 
written. 

The  Leonardo  CD 
offers  an  ingenious 
solution  by  pro- 
viding a  number 
of    ways     to  |f 
view  the  pages.  ! 
Clicking  a  "mir-  | 
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ror"  button  revers-  INGENIOUS:  The 

es     the     writing,  CD  deciphers  the 
leaving  everything  text  while  keep- 
else  on  the  page  ing  its  flavor 
untouched.    So    if  ~ 
you   understand   the  la: 


guage,  you  can  read  the  text 
in  Leonardo's  fine  Italian 
hand.  Click  the  "transcrip- 
tion" button,  and  the  hand- 
writing is  replaced  by  print- 
ed Italian,  with  the  exquisite 
drawings  intact  and  Leonar- 
do's script  faintly  visible  in 
the  background.  Click  the 
"English"  button,  and  the 
text  magically  changes  into 
English. 

I  suspect  the  way  most 


readers  will  want  to  ap- 
proach the  codex  is  by  us- 
ing the  Codescope,  a  silly 
name  for  a  fine  idea.  The 
Codescope  is  a  sliding  win- 
dow you  can  move  over  the 
page  like  a  magnifying  glass. 
The  text  underneath  turns 
to  English  or  Italian,  de- 
pending on  your  settings. 
This  allows  you  to  keep  the 
flavor  of  the  original  page 
while  you  read  it. 
LUNATIC  NOTION.  And  the 
codex  makes  rewarding,  if 
challenging,  reading.  The 
ideas  are  complex,  and  the 
pre-Newtonian  approach  to 
astronomy,  hydraulics,  and 
optics — the  main  topics  of 
the  codex — can  be  obscure. 
Fortunately,  the  CD,  which  is 
being  released  in  conjunction 
with  an  exhibit  of  the 
codex  at  New 
York's  American 
Museum  of  Nat- 
ural History, 
includes  a  num- 
ber of  "tours," 
in  which  text, 
narration,  ani- 
mation, and  occa- 
sional videos  are 
used  to  explain 
Leonardo's  ideas. 
Even  when  wrong, 
as  when  arguing 
that  the  moon  is 
covered  with  water, 
he  is  fascinating. 
The  CD  also  fea- 
tures sections 
putting  Leonardo's 
work  in  the  larger 
context  of  the 
Renaissance.  Other 
treats  are  a 
gallery  including  18 
Leonardo  paintings 
and  dozens  of  sketches  and 
pages  from  other  codices. 

Leonardo  probably  would 
be  pleased.  He  spent  his  en- 
tire working  life  dealing  with 
the  Sforzas  of  Milan  and  the 
Medicis  of  Florence — power- 
ful, ruthless,  and  fabulously 
wealthy  people.  CD  technolo- 
gy would  undoubtedly  amaze 
and  delight  him.  And  Bill 
Gates  as  a  patron  probably 
would  have  made  Leonardo 
feel  right  at  home. 


BULLETIN  BOAR 


PRINTERS 
A  LASER  FOR  LESS 

If  you  have  only  $300  to 
spend  on  a  Windows  printer 
but  want  the  crisp,  profes 
sional  text  of  a  laser,  consid 
the  Okipage  4w  from  Okidat 
(800  654-8326).  The  4w  is 
quiet,  compact,  and  spits  oi 
four  pages  a  minute.  But  lik 


aid 


most  low-end  lasers,  it  relies 
on  your  computer's  processoi 
to  do  much  of  the  work.  As  aj 
result,  Windows  slows  to  a 
crawl  during  printing. 

SOFTWARE 
E-MAIL  EFFICIENCY 

Magic  Cap  by  General  Magic 
(888  239-4824)  has  been  a  Ixm 
limited  success  as  a  commu 
nications-based  operating 
system  for  handheld  devices 
such  as  the  Motorola  Envoy 
and  Sony  MagicLink.  But  a 
new  version,  Magic  Cap  for 
Windows  95,  makes  a  handy 
E-mail  organizer  for  your 
notebook  or  desktop  as  well. 
The  $49  program  (a  trial  ver- 
sion is  at  www.genmagic. 
com)  can  easily  dial  your 
Internet  service  provider  or 
America  Online  at  regular 
intervals  to  exchange  mail 
and  also  can  send  faxes.  It 
creates  an  address  book  by 
importing  data  from  many 
personal  information  man- 
agers. And  Magic  Cap  makes 
it  easy  to  establish  rules  for 
automated  handling  of  E- 
mail,  such  as  storing  mes- 
sages in  folders  and  deleting 
unread  junk  mail. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 


We  have  no 

and  speeding 


stop-and-go  traffic 

is  always  encouraged. 


Only  Sprint 

frame  relay  service  supports  sustained  data  bursts  worldwide 
for  uninterrupted  data  delivery- at  no  extra  cost. 


You  can't 
afford  to  be 
stuck  in  a  jam 
vhen  it  comes 
:>  sending  data. 
With  Sprint's 
bursting  advantage 
data  bursts  get  full  access  to 

the  top  channel  speed  as  needed.  That 

means  your  mission-critical  data  is  transmitted 
with  exceptional  speed  and  efficiency.  As 
for  reliability,  we're  committed  to  bringing  you 
the  highest,  most  reliable  data  transport  in  the 
industry.  We  also  minimize  the  worries. 
Sprint's  self-healing  SONET-based 
fiber  network  automatically 
reroutes  around  problems 
in  milliseconds, 


making  them 
transparent 
to  you,  the  cus- 
tomer-even in 
the  event  of  fiber 
cuts  or  equip- 
ment failures.  What's 
more,  we've  replaced  multiple 
private  line  connections  with  a  single 
point  of  access  to  simplify  network  management 
and  reduce  costs.  Should  you  need  to  expand 
or  upgrade  your  frame  relay  service,  we  make  it 
simple  with  on -call  planning  and  design.  And  with 
20  years  of  packet  switching  experience, 
you  can  count  on  us  to  ramp  up  your 
data  to  an  open  road- 
with  no  red  lights  and 
no  speed  limits. 

Call  Sprint  Business 

1  800  588  DATA 

www.sprint.com/data  1 


Sprint 
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The  Next 


MX 

"Value  Management"  for  Mankind,  Society  and  Future 


Innovative  Step 

Half  a  century  ago, 

inspired  by  a  challenging  spirit  and 

an  unyielding  desire  to  succeed, 

Hyundai  took  its  "first  pioneering  step" 

into  the  rapidly  changing  world  of  technology. 

Since  then,  Hyundai  has  made  leaping  advances 

to  position  itself  as  a  global  force 

in  such  diverse  industries  as  automobiles, 

electronics,  iron  &  steel,  shipbuilding, 

engineering  &  construction, 

machinery  and  petrochemicals. 

Today,  Hyundai  is  ready 

to  take  its  "next  innovative  step" 

into  the  new  technologies  and  industries 

that  will  shape  the  2 1  st  Century  - 

aerospace,  telecommunications  satellites, 

pollution-free  transportation  systems. 

And  we  expect  to  be  at  the  cutting-edge 
of  tomorrow's  new  product  development 
guided  by  a  renewed  sense  of  commitment 
to  improving  our  living  environment. 

Hyundai  - 

Committed  to  the  challenge  to  explore. 
From  Chips  To  Ships  - 

HYUNDAI 

Building  A  Better  World  Through  Value  Management 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


A  BALANCED  BUDGET  AMENDMENT 
COULD  UNBALANCE  THE  ECONOMY 


OVERKILL: 

Such  a 
mandate 
would  deepen 
recessions, 
throttling 
federal 
spending  just 
when  the 
economy  most 
needs  a  boost 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


The  proposed  constitutional  amendment 
requiring  a  balanced  federal  budget, 
now  facing  an  early  vote  in  the  new 
year,  is  fiscal  overkill.  For  one  thing,  there  al- 
ready has  been  enough  deficit  reduction  to 
put  the  all-important  ratio  of  national  debt  to 
gross  domestic  product  on  a  downward 
course.  If  the  current  deficit  and  debt  load  are 
a  problem,  the  financial  markets  certainly 
don't  detect  it. 

The  public  debt  in  the  U.  S.  is  now  about 
51%  of  current  annual  gdp,  well  above  the 
postwar  trough  of  24%,  but  far  below  the 
1946  peak  of  120%.  As  long  as  the  real  econ- 
omy is  growing  at  a  faster  rate  than  the 
debt,  the  real  debt  load  will  decline.  In  the  fis- 
cal year  just  ended,  the  deficit  was  just  $107.3 
billion,  or  1.4%  of  GDP.  During  the  same  fiscal 
year,  the  economy  grew  at  a  rate  of  2.3%. 
So  the  economy  grew  faster  than  the  debt. 

Why  require  budget  balance  as  a  national 
principle?  Some  common  rationales  are:  to 
reduce  inflation,  to  reassure  financial  mar- 
kets, to  discipline  public  spending,  and  to 
raise  savings  rates.  However,  inflation  is  bliss- 
fully under  control.  Financial  markets  suffer 
from  euphoria,  if  anything,  not  deficit  aver- 
sion. Congress  and  the  White  House,  though 
they  agree  on  little  else,  are  entirely  com- 
mitted to  fiscal  discipline.  And  while  deficit  re- 
duction indeed  increases  national  saving  rates, 
there  are  other  paths  to  higher  savings,  and 
absolute  balance  by  constitutional  mandate 
creates  other  problems. 
ESCAPE  CLAUSE.  A  balanced  budget  re- 
quirement, especially  one  locked  into  the 
Constitution,  would  deepen  recessions.  Fed- 
eral spending  now  provides  countercyclical 
elastic  to  buffer  business  cycles  automati- 
cally. In  recessions,  state  and  local  revenues 
fall,  and  the  demand  for  public  expenditure 
rises.  Increased  federal  outlays  operate  as 
automatic  stabilizers,  rising  as  state  income 
falls.  A  constitutional  amendment  mandat- 
ing budget  balance  would  throw  that  process 
into  reverse. 

In  recessions,  the  federal  government,  like 
the  states,  would  have  to  reduce  its  own 
spending  to  match  reduced  revenues.  Feder- 
al fiscal  policy  would  become  pro-cyclical  in- 
stead of  countercyclical.  In  principle,  an 
amendment  could  include  an  escape  clause 
allowing  suspension  during  recessions.  But 
recessions  often  are  regional.  As  Treasury 
Secretary  Robert  E.  Rubin  recently  declared. 


there  is  no  such  thing  as  a  good  escape  clatie 
to  a  balanced  budget  amendment;  the  whs 
concept  is  bad. 

Moreover,  if  government  could  not.  born?, 
it  would  have  to  finance  capital  outlays  out! 
current  expenditures.  No  state  or  city  g» 
eminent  and  few  businesses  or  househos 
do  that.  If  families  had  to  pay  for  homes  afi 
cars  out  of  current  income,  far  fewer  peof{ 
would  own  them.  State  and  local  govemmeu 
typically  have  capital  budgets.  Professt 
Richard  Briffault  of  Columbia  Law  Schil 
observes  in  a  paper  for  the  Twentieth  Cen| 
ry  Fund  that  state  general-fund  spendijj 
(subject  to  budget  balance  requirements)  \ 
tals  48%  of  spending.  So  more  than  half  of  1 
state  expenditures  are  not  subject  to  annd 
budget  balance  requirements. 
REALISTIC  TARGET.  Herewith  an  alternate 
proposal:  Instead  of  a  budget  deal,  much  le? 
a  constitutional  amendment,  to  bring  t] 
deficit  down  to  zero,  we  need  a  realistic  lorp 
tenn  deficit  target- — about  1%  to  1.5%  of  Gil 
If  the  economy  continues  to  grow  at  the  trei 
rate  of  2.5%,  a  deficit  in  that  range  will  brij 
the  debt  level  down  to  its  postwar  low  wit' 
in  two  decades.  Actual  deficits  would  be  hig 
er  during  recessions,  lower  during  booms. 

Our  public  debt  relative  to  gdp  is  alread 
one  of  the  world's  lowest.  The  Maastricht  c: 
teria  of  the  European  Union  require  memb 
countries  to  have  a  debt  ratio  of  no  mo; 
than  60%  of  gdp  and  an  annual  deficit  of  | 
more  than  3%  of  gdp.  The  U.  S.  is  one  of  tlj 
few  economies  that  would  qualify  today. 

Public  discourse  about  the  deficit  is  now  o 
of  sync  with  fiscal  reality.  With  Congress  ai 
the  White  House  moving  toward  balancir 
the  budget  via  the  appropriations  proces 
the  great  deficit  crisis  is  ending.  It  was 
product  of  the  fiscal  imbalance  of  the  '81 
and  early  '90s.  That,  in  turn,  was  a  monumej 
to  the  failure  of  supply-side  economics.  Bi 
thanks  to  the  deficit  reduction  of  the  Clr 
ton  years,  the  budget  is  now  on  a  sustainab 
path.  We  are  nearly  back  to  where  goven 
ment  can  again  use  fiscal  as  well  as  monetai 
policy  as  tools  of  economic  management. 

The  deficits  above  3%  of  gdp,  typical 
the  1980s,  reflected  the  excess  of  one  brand 
conservative  zealotry.  As  a  remedy,  a  const 
tutional  amendment  requiring  absolute  budg< 
balance  would  yield  a  different  brand  of  coi 
servative  excess — with  even  longer  and  moi 
destructive  consequences. 
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Perhaps  now,  certain  luxury  cars 
will  start  referring  to  themselves  as  the 
Continental  Airlines  of  automobiles. 


J.D.  Power  and  Associates,  a  name  synonymous  with  automotive  excellence,  has  just  awarded  Continental  the  lL>L>(-> 
Frequent  Flyer/J.D.  Power  and  Associates  Award  for  cust<  »mer  satisfaction  as  best  airline  for  flights  500  miles  and  more. 

Quite  an  achievement,  considering  that  only  last  year  we  ranked  at  the  bottom.  But  we're  not  resting  on  our 
laurels.  In  the  coming  year,  we  will  continue  to  do  the  things  that  we  believe  helped  us  reach  the  top.  Like  being  among 

the  best  in  the  business  at  getting  you  and  your  baggage  to  your  destination  on  time  to  all  of  our  180  worldwide 
destinations.  Providing  an  award-winning  frequent  flyer  program,  OnePassfM  And  improving  our  in-flight  service  to 

include  such  quality  brands  as  Pete's  Wicked'  Pale  Ale  and  Brothers  Foglifter'  Gourmet  Coffee.  All  of  which  w  e 
believe  should  be  standard  features  on  any  great  airline.  For  reservations  just  call  your  travel  agent  or  1  - 800  52  3  FARE. 

Continental 

More  airline for  jour  money." 
Don't  forget  to  askfor  an  E-Ticket.  •    Visit  our  web  site  at  http://www.flycontinental.com 

Continental  Airlines  was  the  highest  ranked  airline  tor  flights  500  miles  and  more  in  the  Frequent  Flyer/J.D.  Power  and  Associates  1 996  Domestic  Airline 
Frequent  Flyer  Satisfaction  Study""  Study  conducted  among  frequent  airline  travelers  who  completed  7066  individual  flight  evaluations  ©  1996  Continental  Airlines,  Inc. 


Every  LifeBook 
is  pre-installea 
with  powei 
com  m  n  n  i cation 
software. 


GUT 


Also  known  as : 

"the  big  decision  maker" 


Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 
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FUJITSU  PC  CORPORATION 
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Fujitsu  spends 
$3  bill  It'll  if 
year  t>n  R  &  I). 


pentiu 

■  process 


EVERY  NOTEBOOK  COMES  WITH 
A  BIG  HELPING  OF  REASSURANCE. 


(T)  As  the  2ND  LARGEST  COMPUTER  maker  in  the  world 
we  know  how  to  satisfy  the  biggest  expectations. 


L 


24  hour,  7  day  a  week  PHONE  AND  WEB  access  is 
a  helpful  reminder  that  we're  here  to  serve  you. 


EXPAND  ALL  YOU  WANT.  We  carry  a  full  line  of 
notebooks  designed  to  be  modular  and  flexible. 


(4)  Substantial  SUPPORT  with  a  three-year  limited 
warranty  and  available  24  hour  replacement. 


ntroducing  the  LifeBook"'  500  and  600  Series.  Notebooks  with  all  the  hi-tech  stuft 
you  need.  Ultra-fast  Intel  Pentium®  processors.  CD-ROM  drives.  Large,  crisp  screens. 
From  a  company  committed  to  giving  you  what  you  want.  Extraordinary  service  and 
support.  Sleek,  ergonomic  designs.  With  an  extra  serving  of  solid  dependability. 


The  LifeBook  600  Series 
is  the  ultra-portable, 
easily  expandable, 
multimedia  powerhouse 
business  travelers  have 
been  craving. 


FUJITSU  PC  CORPORATION.  For  more  info,  call  1-888-4-ON-TH E-GO,  ext.  0001, 
visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  at  1-800-936-5209. 


Designed  for 


LiteBook  IS  a  trademark  ol  Fujitsu  PC  Corporation,  and  Fujitsu  and  the  Fu|itsu  logo  are  trademarks  ol  F"u|itsu  Ltd-  The  Intel  Inside  Logo  and  Pentium  are  registered 
trademarks  ol  Intel  Corporation.  Microsoft,  Windows,  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  Corporation.  All  other  trademarks  or  registered 
trademarks  are  property  ot  their  respective  companies.  ©1996  Fujitsu  PC  Corporation.  All  rights  reserved. 
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Economic  Trends 


BY  GENE  KORETZ 

COMMODITIES 
FALL  FROM  GRACE 

They're  out  as  a  leading  indicator 

Industrial  commodity  prices,  which 
have  long  been  regarded  as  a  key 
guide  to  emerging  U.  S.  economic  and 
inflation  trends,  are  losing  some  of  their 
charisma.  The  Conference  Board,  which 
is  now  responsible  for  compiling  the 
composite  business-cycle  indicators  that 
formerly  were  issued  by  the  Commerce 
Dept.,  says  it  is  dropping  changes  in 
sensitive-materials  prices  from  the  index 
of  leading  indicators. 

Since  materials  prices  carried  the 
most  weight  in  the  11-component  index, 
that's  no  small  move.  But  as  business 
week  has  noted  (BW — Feb.  12),  plung- 
ing materials  prices  badly  distorted  the 
leading  index  last  year,  causing  it  to 
signal  a  weakening  economy  when  the 
rest  of  the  index  was  strengthening. 

INDUSTRIAL  COMMODITY 
PRICES  HAVE  SAGGED 
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That's  not  something  the  Conference 
Board's  experts  could  ignore. 

One  reason  industrial  commodity 
prices  have  lost  predictive  power  seems 
to  be  the  shifting  composition  of  U.  S. 
output  toward  services  and  high-tech 
items  with  low  commodity  content.  Con- 
sumption of  spot  commodities,  which 
ran  as  high  as  10%  of  nominal  gross 
domestic  product  in  the  1970s,  was 
down  to  4%  by  the  mid-1980s  and  is 
probably  even  lower  today.  As  the  share 
of  commodities  in  the  <>dp  of  advanced 
nations  has  shrunk,  the  link  between 
commodity  prices  and  both  inflation  and 
growth  in  those  nations  has  weakened. 

At  the  same  time,  rapid  industrial 
expansion  and  infrastructure  investment 
in  developing  countries,  particularly  in 
emerging  Asia,  are  generating  heavy 
demand  for  industrial  raw  materials. 
With  Eastern  Europe  and  Latin  Amer- 


ica joining  the  development  parade,  that 
demand  will  continue  to  grow. 

Thus,  though  many  economists  now 
regard  shifts  in  commodity  prices  as 
poor  guides  to  near-term  economic 
trends  in  the  U.  S.,  they  see  them  as  in; 
creasingly  important  indicators  of  glob- 
al economic  activity.  And  from  that 
standpoint,  observes  Robert  J.  Barbera 
of  Hoenig  &  Co.,  the  recent  declines  in 
raw  industrial-materials  prices  suggest 
that  the  expected  pickups  in  Europe 
and  Asia  "continue  to  sputter." 


COLLEGE  MAJORS 
THAT  REALLY  PAY 

Computer  science  grads  fare  best 

In  light  of  rising  rewards  for  special- 
ization in  labor  markets,  the  choice 
of  a  field  of  study  is  becoming  an  in- 
creasingly important  determinant  of  col- 
lege students'  future  earnings.  So  which 
majors  fare  best — and  worst — in  today's 
skill-biased  economy? 

According  to  an  Education  Dept.  sur- 
vey of  1993  baccalaureates  a  year  after 
graduation,  computer  science  and  engi- 
neering majors  led  the  field  with  median 
starting  salaries  of  $31,518  and  $29,348 
(in  1995  dollars)  for  men  and  women, 
respectively.  Next  came  business  and 
management  majors  ($26,986  and 
$23,165),  and  other  professional  and 
technical  majors  (around  $23,700  for 
both  men  and  women).  Lowest  on  the 
list:  education  majors,  with  starting- 
salaries  of  just  $20,668  and  $19,125. 


IN  A  FIX  OVER  THE 
SWISS  FRANC 

The  currency  is  stalling  growth 

Switzerland's  policymakers  are  press- 
ing the  panic  button.  After  failing 
to  grow  in  all  but  one  of  the  past  five 
years,  the  nation  has  chalked  up  six 
consecutive  quarters  of  negative  growth. 

The  economy  is  caught  in  a  deflation- 
ary spiral  caused  by  a  superstrong 
Swiss  franc,  which  has  been  bolstered 
by  fears  about  the  impact  of  European 
monetary  union  on  the  value  of  the  Ger- 
man mark  and  other  hard-currency  Eu- 
ropean assets.  Reluctant  to  use  fiscal 
measures  to  jump-start  the  economy, 
the  Swiss  have  been  trying  to  weaken 
the  franc  by  cutting  interest  rates.  But 
the  discount  rate  is  already  at  1%,  so 
there's  little  more  they  can  do. 


Meanwhile,  by  undermining  the  c<ti- 
petitiveness  of  Swiss  industry,  j.e 
strong  franc  has 
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exposed  wide- 
spread business 

and   government  2  

inefficiencies.  The  swiss  real  GDP 
result  is  a  wave  of 
downsizing  and 
restructuring  that 
has  pushed  un- 
employment to 
4.5%  from  its  tra- 
ditional level  of 
1%.  Given  these 
problems  and 
Switzerland's  "safe 
haven"  currency 
status,  its  ability 
to  post  more  than  a  modicum  of  gro 
over  the  next  year  or  two,  at  least, 
pear's  highly  problematic. 


NO  WAY  TO  GET  TO 
RETTERJORS 

How  public  transit  fails  blacks 

It's  an  old  story.  Jobs  for  blacks 
the  inner  city  are  few  and  far 
tween,  and  when  a  fast-food  chain 
vertises  for  workers,  the  lines  go  aro 
the  block.  Yet  similar  outlets  in  the  s 
urbs  pay  more  and  have  more  op< 
ings.  Why  aren't  more  blacks  going 
where  the  jobs  are? 

The  answer,  report  Keith  R.  I 
lanfeldt  of  Georgia  State  University  a 
Madelyn  V.  Young  of  Converse  Colle 
in  the  current  issue  of  Economic  1 
quiry,  mainly  relates  to  matters  of  d 
tance  and  transport.  A  recent  surv 
of  102  fast-food  outlets  in  the  Atlan 
area  reveals  that  the  black  share  of  ei 
ployment  is  97%  in  the  central  city  b 
just  55%  to  73%  in  the  suburbs,  whe 
job  opportunities  and  pay  are  higher. 

According  to  the  reseachers'  ecoi> 
metric  model,  some  36%  of  the  diffe 
ence  in  suburban  black  employment 
due  simply  to  a  lack  of  public  tran: 
service.  And  an  additional  33%  refle- 
distance  from  the  central  business  dij 
trict,  suggesting  that  commuting  tin 
and  lack  of  information  about  suburb; 
jobs  held  back  central-city  blacks. 

Citing  joblessness  as  the  core  pro 
lem  of  the  inner  cities,  many  exper, 
have  advocated  the  creation  of  job  i 
formation  centers  and  car  and  van  poc 
to  get  central-city  blacks  to  jobs  in  tl 
suburbs.  The  study's  findings  imply  th 
such  initiatives  could  pay  off — both  f< 
prospective  employees  and  employers 
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[ONEY,  I  SHRUNK 
HE  INVENTORIES 

tockpiles  are  leaner  than  expected-and  that's  good  news  for  growth 
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Now  you  see  it.  Now  you 
don't.  Last  quarter's  worri- 
me-looking  buildup  of  inventories  seems  to  have  dis- 
peared.  It  wasn't  magic.  Merely  the  flick  of  a  Com- 
jrce  Dept.  eraser. 

When  Commerce  took  its  first  pass  at  third-quarter 
3ss  domestic  product  on  Oct.  30,  it  had  fairly  complete 
/entory  data  for  July,  partial  information  for  August, 
d  almost  nothing  for  September.  As  it  turns  out,  the 
arter's  inventory  estimate  was  off — way  off. 

In  fact,  the  updated  gdp  re- 
port, due  on  Nov.  27,  will  put 
a  different  slant  on  the  near- 
term  outlook.  Instead  of  last 
quarter's  $40  billion  surge  in 
stockpiles — which  suggested 
that  production  was  outrun- 
ning demand — inventories  now 
appear  to  have  grown  at  only 
about  half  that  pace.  What's 
more,  upbeat  September  data 
on  retail  sales  and  construc- 
n  spending  imply  that  final  sales  grew  faster  than  the 
impy  $5  billion  increase  first  thought. 
The  faster  pace  of  demand  did  not  fully  offset  the 
btraction  of  slower  inventory  growth,  however.  And 
w  September  numbers  show  that  foreign  trade  turned 
t  to  be  the  huge  drag  on  GDP  that  Commerce  had  as- 
med.  As  a  result,  revised  third-quarter  gdp  most 
ely  grew  less  than  the  2.2%  pace  first  reported.  For 
e  outlook,  though,  the  more  important  implication  of 
e  numbers  is  that  the  mix  of  gdp  growth  between 
)ck  building  and  spending  will  be  far  more  growth- 
endly  as  the  economy  heads  into  1997. 

HEN  COMMERCE  REPORTED  that  inventories  had 
areased  by  the  biggest  amount  in  six  quarters,  the 
»•  was  that  the  buildup  would  depress  orders  and  out- 
it  this  quarter  and  next.  The  latest  monthly  data, 
wever,  remove  that  worry  from  the  outlook  (chart). 
Stockpiles  held  by  factories,  wholesalers,  and  retailers 
se  a  mere  0.1%  in  September,  and  the  August  gain 
is  revised  down  to  0.3%  from  0.5%.  Commerce's 
ggest  miscalculation  was  in  wholesale  inventories, 
lich  fell  1.3%,  the  largest  decline  since  1982. 
With  business  sales  advancing  0.8%  in  September, 
e  month's  ratio  of  overall  inventories  to  sales  dipped  to 
J9,  the  lowest  since  Commerce  began  keeping  month- 


ly records  in  late  1980.  Clearly,  inventories  were  not  ex- 
cessive at  the  end  of  the  third  quarter.  And  the  absence 
of  such  a  bulge  means  that  the  economy  is  freer  to 
grow  in  line  with  the  pace  of  demand. 

ON  THAT  SCORE,  consumers  hold  the  key.  Shoppers 
took  a  breather  last  quarter,  after  a  first-half  buying 
spree.  So  the  question  now  is  whether  consumers  will 
return  to  their  free-spending  ways  or  decide  to  hole  up 
for  the  holidays. 

The  latest  news  is  promising,  especially  on  consumer 
attitudes.  The  University  of  Michigan's  index  of  con- 
sumer sentiment  for  November  jumped  to  98.9,  a  10- 
year  high.  That  reading  undoubtedly  reflected  con- 
sumers' satisfaction  with  prospects  for  jobs  and  incomes 
and  the  reduced  threat  of  higher  interest  rates. 

Also,  fourth-quarter  consumer  spending  appeal's  to  be 
perking  up.  After  a  strong  0.8%  advance  in  September, 
October  retail  sales  rose  0.2%.  The  gain  was  modest, 
but  excluding  car  dealers,  sales  increased  a  stronger 
0.4%.  Although  the  retail  sales  dollar  value  of  car  buy- 
ing fell,  October  unit  auto  sales,  which  go  into  the  con- 
sumer spending  numbers  in  the  gdp  accounting,  stood 
at  an  annual  rate  of  14.9  million,  a  healthy  pace  that 
was  even  with  the  third-quarter  average. 

Higher  prices  for  food  and 
energy  probably  accounted  for 
some  of  the  October  advance 
in  retail  sales.  The  consumer 
price  index  for  the  month  rose 
0.3%,  pushed  up  by  a  0.6%  rise 
in  food  prices  and  a  0.7%  in- 
crease in  energy  costs.  Ex- 
cluding those  two  volatile  cat- 
egories, the  core  index  rose 
only  0.2%,  and  annual  core  in- 
flation is  actually  falling  (chart). 

Still,  even  after  adjusting  for  inflation,  real  retail 
sales  in  October  already  stood  at  an  annual  rate  of 
1.3%  above  the  third  quarter.  That  gain  equals  the 
growth  rate  for  the  entire  third  quarter,  and  with  fun- 
damentals looking  supportive,  the  holiday  months  should 
show  further  gains. 

One  area  that  may  be  a  drag  on  fourth-quarter  de- 
mand, though,  is  housing.  The  government's  data  on 
homebuilding  are  finally  adjusting  to  the  slippage  in 
activity  that  builders  began  to  point  to  this  summer 
when  mortgage  rates  hit  their  recent  highs.  Still,  the 
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housing  market  is  probably  not  as  weak  as  the  latest 
housing-starts  data  suggest. 

After  remaining  surprisingly  resilient  this  year,  starts 
tumbled  6.1%  in  September  and  a  further  5.1%  in  Oc- 
tober, to  an  annual  rate  of  1.37  million.  The  National  As- 
sociation of  Home  Builders'  housing  market  index  dipped 
in  November  to  51,  continuing  a  decline  from  a  high  of 
63  in  May. 

However,  any  weakness  could  be  short-lived.  On  the 
heels  of  the  recent  bond-market  rally,  fixed  mortgage 
rates  have  fallen  back,  to  an  average  of  7.78%  for  a  30- 
year  loan  in  the  week  ended  Nov.  15.  Moreover,  mort- 
gage applications  to  buy  a  home  in  the  week  ended 
Nov.  8  rose  to  the  highest  level  since  early  July.  Filings 
to  refinance  were  the  most  since  early  April — another 
favorable  development  that  will  put  some  extra  cash  in 
people's  pockets  for  holiday  shopping. 

AND  SHOPPERS  SHOULD  HAVE  little  trouble  finding 
the  items  on  their  wish  lists.  Retail  inventories  rose 
0.8%  in  September,  following  sizable  increases  in  both 
July  and  August.  Retailers  were  stocking  up  for  the  hol- 
iday season,  and  it  is  equally  clear  that  a  significant 
chunk  of  that  inventory  growth  came  from  imports. 

Foreign-made  consumer  goods  rose  sharply  from  July 
to  September,  as  the  trade  deficit  continued  to  deterio- 
rate. The  gap  widened  unexpectedly  in  September  to 
$11.3  billion  from  $10.3  billion  in  August,  mainly  re- 
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WHY  THE  TRADE  GAP 
HAS  BEEN  WIDENING 


ANNUAL  GROWTH 


fleeting  fewer  aircraft  exports  and  a  surge  in  oil  impd 
due  to  higher  prices. 

Over  the  past  year,  both  sides  of  the  ledger  fo; 
caused  the  widening  (chart).  Exports  have  slowed  ] 
cause  of  sluggish  world  growth,  especially  in  Mexico  £ 
Canada,  and  imports  continue  to  wash  ashore.  Or 
positive  note,  the  import  surge  means  that  even  if 
tailers  overstocked  for  the  holidays,  U.  S.  produc< 
will  not  get  hit  with  the  full  falloff  in  orders. 

Industrial  production  did  de- 
cline 0.5%  in  October,  but  that 
mainly  reflected  lost  output 
due  to  strikes  at  General  Mo- 
tors Corp.  Auto  production  is 
set  to  rebound  in  November 
and  December.  Manufacturing 
output  began  the  quarter 
slightly  below  the  third-quar- 
ter level.  But  excluding  autos 
and  trucks,  output  is  running 
ahead  of  last  quarter. 

With  inventories  looking  a  lot  leaner  than  they 
just  a  few  weeks  ago,  any  pickup  in  demand  will  tra 
late  quickly  into  a  boost  in  output.  That's  why  holic 
sales  will  be  a  crucial  barometer  for  growth  heading  ir 
1997.  And  right  now,  strong  optimism  and  steady  j 
and  income  growth  argue  that  shoppers — unlike  invf 
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tories — are  unlikely  to  pull  a  vanishing  act. 
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A  BUMPY  BIT  SURE  RECOVERY 


It's  the  question  haunting  all  of 
J.  Europe.  Will  Germany,  the 
prime  mover  behind  the  Conti- 
nent's hope  to  build  a  monetary 
union,  fail  to  cut  its  budget  deficit 
to  the  required  3%  of  gross  do- 
mestic product  by  next 
year's  deadline? 

Most  private  ana- 
lysts believe  that  Ger- 
many will  meet  the 
target.  But  the  1997 
budget,  now  wending 
its  way  through  Parlia- 
ment, will  yield  the 
necessary  savings  only 
if  economic  growth 
meets  the  govern- 
ment's 1997  forecast  of  2.5%,  up 
from  1.5%  expected  for  1996.  On 
that  score,  prospects  seem  good. 

The  economy  is  clearly  rebound 
ing  from  its  mini-recession  at  the 
turn  of  the  year.  It  posted  a 


COMPANIES  ARE 
INCREASINGLY  UPBEAT 


90 


1  1  1  ■  1  1  1  1  ' ' 1  ■  '  1  ■  1 '  1 

JAN,  95  '96  OCT. 

A  INDEX:  1985=100 

DATA  IFO  INSTITUTE 


strong  6.1%  annual  rate  of  growth 
in  the  second  quarter,  and  third- 
quarter  growth  appears  to  have 
been  near  4%.  Recent  data, 
though,  suggest  a  steep  falloff  in 
fourth-quarter  growth.  September 
industrial  production 
fell  an  unexpected 
1.8%,  and  factory  or- 
ders plunged  3.6%.  In 
October,  record  unem- 
ployment of  10.6%,  up 
sharply  for  the  third 
month  in  a  row,  is 
adding  to  government 
outlays  and  raising 
concerns  about  house- 
hold spending. 
However,  any  yearend  weakness 
is  unlikely  to  last.  While  fiscal  belt- 
tightening  is  sure  to  be  a  drag  on 
growth  in  1997,  the  Bundesbank 
has  taken  short-term  interest  rates 
to  a  record-low  3%.  Long-term 


rates  are  also  down,  reflecting  low 
inflation  of  only  1.5%,  where  it's 
expected  to  stay  next  year.  And 
the  12%  drop  in  the  German  mark 
vs.  the  dollar  since  March,  1995, 
will  fuel  exports,  along  with  im- 
provement across  most  of  Europe. 
Business  sentiment  is  already  on 
the  mend  (chart).  Exports  will  lea( 
growth  in  1997,  helping  to  boost 
business  investment  and  profits, 
while  domestic  industries,  such  as 
construction  and  services,  will  lag 
behind. 

The  recovery's  greatest  risk  is 
the  household  sector.  The  1997 
budget  contains  several  tax  breaks 
for  business,  but  the  spending  cuts 
fall  on  welfare  payments  at  a  time 
when  wage  growth  is  barely  keep- 
ing up  with  inflation.  Moreover, 
growth  next  year  is  unlikely  to  be 
fast  enough  to  prevent  joblessness 
from  rising  even  higher. 
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CLARnON  Disk  Array  System 
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AUTOS 


RED  ALERT 
AT  FORD 


Behind  closed 
doors,  the  word 
goes  out:  Cut  deep, 
or  we  get  stomped 

Ford  Motor  Co.'s  American  man- 
agers had  reason  to  be  happy, 
coming  off  record  third-quarter 
U.  S.  auto  earnings  of  $634  mil- 
lion. Instead,  in  a  blitz  of  meetings  with 
the  company's  72,000  salaried  employees, 
Ford  executives  have  been  dousing  the 
troops  with  a  cold,  sobering  bucket  of 
reality.  At  home  and  abroad,  griped  one 
vice-president  to  an  assembly  of  man- 
agers in  Dearborn,  Ford  is  being  sound- 
ly thrashed  by  its  crosstown  rivals,  Gen- 
eral Motors  Corp.  and  Chrysler  Corp. 


And  that  is  threatening  Ford's  sweeping 
global  reorganization.  "Our  competitive 
position  is  deteriorating,"  the  VP 
warned.  "If  we  are  going  to  be  the 
world's  leading  automotive  company,  we 
have  a  long  way  to  go." 

That  blunt  message  is  being  repeated 
around  the  world  within  Ford  this 
month.  An  audio  tape  of  the  closed- 
door  session  in  Dearborn,  obtained  by 
business  week,  provides  a  rare  glimpse 
inside  a  corporation  that  has  suddenly 
perceived  itself  to  be  close  to  crisis  and 
is  moving  quickly  to  react.  To  outsiders 
unaware  of  the  depth  of  Ford's  diffi- 
culties, the  message  may  seem  shock- 
ing. Indeed,  the  tape  reveals  internal 
plans  and  numbers  that  companies  usu- 
ally guard  zealously. 

Top  Ford  executives,  for  instance,  are 
brusquely  telling  workers  they  have  to 
meet  a  stringent  new  goal:  to  slash 
spending  in  the  coming  year  by  $2.5 


billion.  Otherwise,  they  warn  that  Foi 
won't  make  its  aggressive  profit  targt 
for  1997 — which  the  tape  reveals  to  bti 
3.3%  net  on  worldwide  auto  sales,  mcl 
than  double  the  1.5%  net  margin  so  if 
this  year.  "We  need  to  accelerate  of 
plans,"  the  VP  implored  at  the  Dez 
born  meeting. 

The  call  to  arms,  which  began 
Nov.  4,  was  initiated  by  Ford  Chairm 
Alex  J.  Trotman,  who  says  he  wants 
create  a  sense  of  urgency  about  tl 
company's  problems.  "Our  costs  are  t 
high,"  Trotman  told  business  wee 
"The  key  challenges  are  to  drive  pro 
uct  costs  down,  drive  fixed  costs  dow 
and  meet  the  budget  for  next  yeai 
But  the  style  of  Ford's  drive  to  rai 
profits  has  the  signature  of  Jacques 
Nasser,  who  became  Ford's  new  aut 
motive  president  on  Oct.  10.  Nasser 
a  rough-and-tumble  Aussie  who  is  t1 
current  favorite  of  Ford's  board  to 
named  ceo  after  Trotman  retires 
two  or  three  years.  "This  sounds  lii 
classic  Jac  Nasser,"  says  Morgan  Sta 
ley  &  Co.  analyst  Stephen  Girsky. 
JAC  THE  KNIFE.  What  has  got  Ford's  U 
brass  in  such  a  lather?  They  still  e: 
pect  Trotman 's  Ford  2000  reorganiz; 
tion  of  the  entire  company  to  pay  off- 
but  not  until  1999.  Nasser  has  pledge 
that  the  initiative  will  eventually  gei 
erate  $11  billion  in  savings  as  the  am 
maker  develops  cars  globally  and  e 
inates  the  duplication  that  plagued  i 
old  regional  system  of  product  devi 
opment.  In  the  meantime,  top  managi 
ment  is  growing  increasingly  concern 
about  a  short-run  profit  squeeze.  For 
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cutives  warn  that  failing  to  meet 
profit  goals  they  have  laid  out  could 
ail  Ford  2000,  whose  linchpin  is 
belief  that  Ford  should  average  a 
auto  profit  margin  in  good  times 
bad. 

"he  executives'  major  worry:  Most  of 
d's  automotive  profits  are  derived 
n  its  popular  Ford  Explorer  and 
aries  pickup  trucks,  which  are  com- 
under  increasing  at- 
i.  "We  can't  count 
his  profit  in  the  fu- 
;,"  the  VP  warned. 

also  clear  that 
iser's  cost-slashing 
Europe — where  he 
ned  his  rep  for 
jhness — didn't  stick, 
isser  is  going  to 
e  to  be  Jac  the 
fe  again  in  cutting 
;s,"  says  Bear, 
irns  &  Co.  analyst 
holas  Lobaccaro. 

Vhen  Nasser  arrived  at  Ford's  bleed 
European  operations  in  1993,  he  or 
3d  executives  to  rip  up  their  three 
r  turnaround  plan  and  forge  a 
irn  to  profitability  in  just  one 
r.  And  indeed,  Ford  made  a 
1  million  profit  in  Europe  in 
i  after  a  huge  loss  the  year 
>re.  But  since  Nasser's  de- 
ture  for  Detroit  that  year  ■< 
head  up  product  develop- 
lt,  results  in  the  Old  World 

'LORER:  Even  this  money- 
ker  is  feeling  the  rocky  road 


NOT  MUCH 
TO  CROW  ABOUT 


JACQUES  NASSER 

To  his  clragrin,  he 
realized  problems 
in  Europe  are 
endemic 
throughout  Ford 


have  crumbled  again:  Losses  hit  $472 
million  in  the  third  quarter.  Trotman 
and  Nasser  barnstormed  Europe  in  Oc- 
tober to  find  out  why.  Much  to  their 
chagrin,  they  realized  that  Ford's  flaws 
there — costly  vehicles  and  high  over- 
head— are  endemic  worldwide. 

Nasser  quickly  formulated  a  plan  to 
chop  $2.5  billion  from  Ford's  spending 
plans  in  1997.  The  top-secret  blueprint 
calls  for  freezing  dis- 
cretionary spending, 
eliminating  slow-selling 
vehicles,  slashing  the 
travel  budget  in  half, 
pulling  workers  back 
from  costly  overseas  as- 
signments, and  putting 
a  hold  on  adding  to 
salaried  employment. 
This  is  in  addition  to  a 


program  Ford  announced  in  October  to 
cut  4,000  salaried  jobs  worldwide.  "The 
title  of  the  Ford  business  plan  these 
days  is:  Don't  rely  on  revenue  increas- 
es," Trotman  says.  "We  control  the  cost, 
and  that's  the  thrust  of  what  we're 
about  now." 

CROSS-TOWN  WOES.  Ford's  automotive 
earnings  have  been  lackluster  for  the 
past  15  months.  One  problem  is  that 
cost-cutting  and  the  weaker  yen  have 
allowed  Japanese  rivals  such  as  Toy- 
ota Motor  Corp.  to  slash  prices.  But 
Ford  also  is  eating  the  dust  of  its  De- 
troit rivals.  In  its  closed-door  sessions, 
Ford  is  showing  managers  slides  of 
how  they  are  being  outperformed  by 
Chrysler  and  gm.  Chrysler  tops  Ford 
by  more  than  $1,000  in  profit  per  vehi- 
cle in  the  U.  S.,  while  gm  enjoys  a  near- 
ly $800-per-car  advantage  in  Europe. 
So  far  this  year,  Chrysler's  aftertax 
auto  profit  margin  is  5.7%  and  gm's  is 
2.5%.  Ford's  is  just  1.5%.  "No  matter 
how  you  cut  it,  Ford  is  behind  the 
competition  in  costs  and  profits,"  the  VP 
said  at  Dearborn.  The  "healthy"  market 
share  increases  Ford  was  counting  on 
for  1997  now  "may  not  be  realistic," 
he  added. 

Wall  Street  has  panned  Ford  lately: 
In  the  last  month,  15  analysts  have 
lowered  their  1997  earnings  projections 
for  the  company.  Ford's  stock  is  off 
14.4%  since  May,  to  around  $32.  One 
reason:  Analysts  are  anxious  for  Trot- 
man &  Co.  to  own  up  to  Ford's  prob- 
lems. "The  only  thing  Ford  can  do  is  to 
declare  a  state  of  emergency,"  says 
Bear  Stearns's  Lobaccaro.  Now  that  it 
is  doing  just  that,  the  Street  may  be 
cheered.  But  Ford  clearly  knows  that 
any  glitch,  such  as  a  sudden  downturn 
in  the  auto  market,  could  cut  its  profits 
to  the  bone. 

By  Keith  Naughton  in  Dearborn 
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WHO  IS  THE  REAL 
CHAINSAW  AL'? 

What  Dunlap's  recently  published  book  doesn't  tell  you 


"Writing  Mean 
Business  caused  me 
to  examine  not  only 
the  elements  of  what 
makes  a  successful 
business,  but  what 
makes  a  successful 
individual.  In  my 
book,  it  comes  down 
to  one  word:  family." 
—Albert  J.  Dun  lap 

As  his  sister  reads 
these  words,  she 
DUNLAP:  Many  shakes  her  head  in 
family  ties  disgust.  "That's  riclicu- 

have  been  cut      lous,"   says  Denise 
~  Dunlap,  whose  broth- 
er is  chief  executive  of  Sunbeam  Corp. 
"It's  a  total,  outright  lie." 

Why  is  she  so  angry?  Less  than  three 
years  ago,  she  says,  her  brother  told  her 
not  to  count  on  either  his  emotional  or  fi- 
nancial support  when  she  informed  him 
that  her  20-year-old  daughter  had 
leukemia.  That  was  not  much  more  than  a 
year  or  so  after  Al  Dunlap  failed  to  show 
up  at  the  funerals  of  either  his  mother, 
Mildred,  or  his  father,  Albert.  Dunlap  did- 
n't pay  a  penny  of  the  tuition  to  send  his 
only  son,  Troy,  to  college.  And  Dunlap's 
first  wife,  Gwyn,  in  gaining  a  divorce  from 
him  on  grounds  of  extreme  cruelty  in 
1966,  described  numerous  incidents  of 
physical  and  emotional  intimidation. 
UP  FROM  poverty?  Such  unflattering 
details  cannot  be  found  among  the  289 
pages  of  Dunlap's  Mean  Business,  which 
chronicles  his  exploits  as  "Chainsaw  Al," 
the  controversial  executive  who  has 
fashioned  a  highly  successful  career  out 
of  firing  vast  numbers  of  people.  Four 
months  after  being  named  ceo  of  Sun- 
beam, Dunlap  on  Nov.  12  announced 
plans  to  boot  50%  of  Sunbeam's  12,000 
employees  and  sell  or  consolidate  39  of 
its  53  facilities.  That  comes  on  top  of  his 
20-month  reign  at  Scott  Paper  Co., 
where  he  fired  11,200  employees — more 
than  one-third  of  the  workforce.  By  the 
time  he  sold  Scott  to  Kimberly-Clark 
Corp.  in  1995,  shareholders  had  seen 


their  stock  rise  225%.  Dunlap  himself 
pocketed  more  than  $100  million. 

Not  since  the  days  of  Chrysler  Coip.'s 
Lee  A.  Iacocca  has  a  businessman  gener- 
ated so  much  personality-driven  publicity. 
By  now,  the  story  is  familial-.  Dunlap  says 
he  grew  up  poor  in  Hoboken,  N.  J.,  son  of 
a  five-and-dime  store  clerk  and  a  dock- 
worker  who  was  frequently  laid  off.  He 
portrays  himself  as  an  unrepentant  cost- 
cutter  brought  in  to  save  near-death  com- 
panies. But,  he  says,  his  working-class 
upbringing  makes  him  sensitive  to  the 
pain  of  the  employees  he  has  fired. 

Is  Dunlap  the  up-from-poverty  family 
man  he  claims  to  be?  Not  according  to 
his  sister  and  his  first  wife's  divorce  pa- 
pers. Both  women  describe  a  cruel,  some- 
times abusive  man  who  rewrote  his  per- 
sonal history  to  bolster  his  public  image. 
His  33-year-old  son,  Troy,  who  was  2 
when  the  Dunlaps  divorced,  says  he 
paid  his  own  way  at  the  University  of 
Washington.  Denise  Dunlap,  53,  who 
works  behind  the  counter  of  a  jewehy 
store  in  Ridgewood,  N.J.,  says  that  three 
years  before  her  father's  death,  she  gave 
him  some  of  Al's  press  clippings  that  de- 
scribed growing  up  poor.  Albert  Dunlap 
Sr.  was  brought  to  tears.  "He  was 
crushed,"  recalls  Denise.  "My  father 
wasn't  a  dockworker.  He  was  a  boiler- 
maker  for  United  Engineers,  which  built 
power  plants,  and  my  mother  never 
worked  a  day  in  her  married  life.  My  fa- 
ther asked:  "Why  does  he  have  to  tell 
these  stories?' "  Indeed,  the  family  album 
overflows  with  pictures  of  vacations  to 
New  England,  Canada,  Florida,  and  the 
New  Jersey  shore.  "It  was  a  very  com- 
fortable childhood,"  says  Denise,  who  re- 
calls that  her  parents  gave  her  brother  a 
new  Bonneville  convertible  and  a  Euro- 
pean vacation  when  he  graduated  from 
West  Point  in  1960. 

Dunlap,  according  to  his  sister  and  high 
school  football  coach,  was  short-tempered 
as  a  youngster.  Judging  from  court  docu- 
ments— unearthed  by  The  Record,  a  Hack- 
ensack  (N.J.)  paper — Dunlap  brought  that 
demeanor  to  his  first  marriage  to  Gwyn  B. 
Donnelly  in  1961.  In  court  paper's  obtained 


▲  WEST  POINT:  DUNLAP  WITH 
HIS  MOTHER,  MILDRED 

►  HAPPY  DAYS:  A  6-YEAR-OLD 
DUNLAP  POSES  WITH  HIS 
PARENTS  IN  NEW  JERSEY 


by  business  week,  she  described  Dui 
as  a  cruel  penny-pincher  who  physic 
and  emotionally  abused  her.  In  a  writ 
statement,  Dunlap  vigorously  denies 
allegations:  "Anyone  taking  the  time 
look  at  the  grounds  for-  divorce  before 
fault  divorce  laws  were  passed  in 
1970s  knows  that  lawyers  had  to  be  v 
creative  in  establishing  grounds  for 
vorce.  I  think  the  fact  that  I  have  b 
happily  married  to  my  loving  wife  J 
for  the  past  29  years  speaks  volumes. 

His  first  wife's  motivation  for  seel* 
a  divorce  surely  wasn't  monetary:  I 
received  $15  a  week  in  child  supp 
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NLAP  FAMILY  ALBUM 


<  SPURNED:  SISTER 
DENISE  WITH  HER 
DAUGHTER  CAROLYN 


▲  TOGETHERNESS: 
DUNLAP  AND  HIS 
SISTER  GET  CLOSE 
FOR  THE  CAMERA 


)w  remarried,  she  could  not  be 
ached  for  comment.  In  her  complaint, 
e  said  her  husband  kept  her  on  a 
ringent  budget  and  threatened  her 
len  she  failed  to  meet  his  standards  of 
usekeeping  or  thrift.  According  to  the 
mplaint,  he  once  pointed  a  bowie  knife 
her  and  remarked:  "I  often  wondered 
lat  human  flesh  tasted  like."  On  other 
casions,  when  he  sat  at  home  cleaning 
lat  was  described  as  his  "small  arse- 
1"  of  guns,  Dunlap  allegedly  told  her: 
bu  better  watch  out  and  toe  the  line." 
The  mamage  ended  in  1966.  Dunlap 


married  again  two  years  later,  this  time 
to  Judy  Stringer,  a  bank  teller  he  met  in 
Eau  Claire,  Wis.  During  the  next  20 
years,  he  worked  at  a  variety  of  compa- 
nies, ranging  from  American  Can  Co.  to 
paper-cup  make>-  Lily-Tulip  Inc.,  where 
he  walked  away  with  stock-option  gains 
alone  of  more  than  $6.5  million  in  1986. 

By  the  end  of  the  1980s,  he  had  sev- 
ered almost  all  contact  with  his  family 
back  in  New  Jersey.  Seven  years  ago, 
when  Dunlap  was  working  as  an  aide-de- 


camp to  British  billionaire  Sir  James  Gold- 
smith, Denise  called  him  with  a  plea  for 
help.  "My  mother  had  stopped  walking," 
she  says.  "My  father  and  I  asked  if  he 
could  pay  for  a  housekeeper  to  take  care 
of  her.  His  reply  was  that  'a  nureing  home 
would  be  good  for  her.  She'll  learn  to  sing 
songs.'  I  went  ballistic." 

Eventually,  she  says,  her  father  had 
to  sell  the  family  home  and  move  into  a 
small  apartment  to  pay  for  his  wife's 
two-year  stay  in  a  nursing  home.  "Al 
never  visited  her,"  she  says.  "The  first 
thing  she  would  always  say  when  I  saw 
her  was,  'Have  you  heard  from  Albie?'  I 
would  say  he's  really  busy  but  you  know 
he  loves  you.  It  makes  me  sad  to  say 
these  things.  I  loved  Mm  with  my  heart 
and  soul,  but  I've  lost  my  brother." 
"BASELESS."  Dunlap  says  that  "her  claims 
about  my  relationship  with  my  parents 
are  unfounded.  I  loved  them  very  much, 
and  helped  them  a  great  deal."  He  also 
says  he  and  his  sister  have  long  had  a 
strained  relationship.  "She  has  been  and 
is  prone  to  making  up  stories  about 
me  that  are  baseless  or  exaggerat- 
ed," he  says.  "Despite  that,  I  have 
J|  supported  her  many  times  over  the 
years,  both  financially  and  career- 
wise,  but  my  efforts  were  never  ap- 
preciated." And  not  all  his  family 
would  agree  with  his  sister's  assess- 
ment. "I  just  love  him,"  says  Vir- 
ginia Stringer,  Dunlap's  mother-in- 
law.  "He's  a  great  guy." 

Yet  when  Dunlap's  mother  died, 
four  years  ago,  the  executive — then 
in  Australia — told  his  sister  he  was 
too  busy  to  attend  her  funeral.  Six 
months  later,  his  father  was  rushed  to 
a  hospital  in  Camden,  N.J.,  after  an 
auto  accident.  Dunlap  again  was  too 
busy  to  visit  him  during  the  three 
days  before  his  death  or  to  go  to  his 
funeral.  Although  their  father  left  a 
$5,000  life-insurance  policy  in  his 
daughter's  name,  she  says  Dunlap  re- 
ceived the  check  and  kept  the  money 
because,  he  explained  to  her,  he  had 
paid  for  his  dad's  funeral. 

For  Denise,  the  relationship  ended 
for  good  in  January,  1994,  when  she 
called  her  brother  to  let  Mm  know  that 
her  daughter,  Carolyn,  a  college  junior, 
was  diagnosed  with  leukemia.  "Can  I 
just  know  that  you'll  be  there  if  I  need 
you?"  she  asked  him.  "No,"  Dunlap 
tersely  replied,  she  recalls. 

Does  any  of  this  matter?  Is  the  private 
life  of  a  ceo  public  fodder?  Normally, 
perhaps  not.  But  by  making  his  life  story 
part  of  his  controversial  management  phi- 
losophy, Al  Dunlap's  character  becomes  a 
legitimate  subject  for  scrutiny. 

By  John  A.  Byrne  in  New  York 


COMMENTARY 

By  Lee  Walczak 

FROM  ROAD  WARRIOR  TO  ELMER  FUDD 


I 


It's  less  than  three  weeks  since 
Election  Day,  and  like  all  political 
junkies,  I'm  suffering  withdrawal 
pains.  There  are  the  classic  symp- 
toms: dry  throat  whenever  I  scan 
the  papers  and  can't  find  a  soccer- 
mom  story,  shaky  hands  as  I  search 
in  vain  for  a  c-span  election  forum, 
and  cold  sweats  as  I  realize  that  Bill 
Clinton  won't  be  hitting  the  cam- 
paign trail  again  to  dispense 
pork-barrel  presents  from  Air 
Force  One.  "Have  you  been 
good,  Cleveland?  Here's  a 

bridge.  Ho,  ho,  ho  " 

But  the  worst  letdown  is 
watching  the  President  shift 
from  the  seamless  precision  of 
campaign  mode  to  the  grinding 
clunkiness  of  running  the  gov- 
ernment. As  a  road  warrior, 
Clinton  had  no  peer.  "We  were 
up  against  the  best  campaigner 
of  the  century,"  says  Republi- 
can consultant  Jeffrey  Bell. 
"Clinton  just  punched  our  lights 
out."  And  the  Clinton  we're 
seeing  now?  Butterfingers  Bill, 
the  reelected  leader  who's  dis- 
playing his  customary  clumsi- 
ness on  foreign  policy,  the  bud- 
get, and  staff  appointments. 
SECOND  THOUGHTS.  Since  GOP 
challenger  Bob  Dole  never 
posed  much  of  a  threat,  the 
President  had  ample  opportuni- 
ty to  avoid  the  glitches  that 
plagued  the  start  of  his  first 
term.  Nonetheless,  it  took  Clin- 
ton only  a  few  days  after  the 
election  to  resume  acting  like  a 
foreign-affairs  klutz.  First  came 
weeks  of  wavering  on  sending 
troops  to  Zaire,  which  upset  al- 
lies. The  courageous  decision:  send  a 
token  force  led  by  Canada.  And  while 
it  wasn't  entirely  unexpected,  the  hol- 
iday announcement  on  Bosnia — sur- 
prise, U.  S.  peacekeepers  wouldn't  be 
coming  home  this  Christmas  as 
promised — only  reminded  Americans 
why  they  got  queasy  over  Clinton's 
foreign  policy. 

The  President's  budgetary  back  flip 
wasn't  any  more  reassuring.  On  Nov. 
12,  he  announced  that  he's  now  likely 
to  support  a  balanced-budget  amend- 
ment. Republicans  rejoiced.  But  Clin- 


ton's economists  hate  the  amend- 
ment's rigidity.  After  opposing  Hill 
Democrats  griped  the  about-face 
could  trigger  defections  in  their 
ranks,  Treasury  Secretary  Robert  E. 
Rubin  declared  Clinton's  statement  in- 
operative. The  result:  mass  confusion. 

When  it  came  to  a  perennial  Clin- 
ton bugaboo — personnel — things  be- 
gan on  a  promising  note.  Prodded 


The  puzzle:  How  can  such  an 
effective  campaigner  be  such 
a  bumbler  back  in  office? 


TIME  OUT  AT  A  HONOLULU  McDONALD'S 


by  the  White  House,  seven  Cabinet 
chiefs  announced  their  departures 
soon  after  Nov.  5.  The  shakeup  gave 
Clinton  a  chance  to  revitalize  his 
weary  team.  So  have  any  of  those 
jobs  been  filled?  Nope. 

Clinton  desperately  wants  to  name 
a  successor  to  Secretary  of  State 
Warren  M.  Christopher  but  can't  de- 
cide between  former  Senate  Majority 
Leader  George  J.  Mitchell,  U.  N. 
Ambassador  Madeleine  K.  Albright, 
or  former  Assistant  Secretary 
Richard  Holbrooke.  The  President 


left  on  an  important  diplomatic  mis- 
sion to  Asia  Nov.  23  with  no  clear 
line  of  succession  at  State.  Bad  joss. 

Then  there's  the  Janet  Reno  affair. 
Because  she's  viewed  as  too  receptive 
to  GOP  demands  for  ethics  inquiries, 
the  Clintonites  have  it  in  for  her.  The 
White  House  leaked  word  that  she 
would  be  quitting  the  Justice  Dept. 
Then,  someone  realized  a  perceived 
ouster  just  as  Whitewater  is 
coming  to  a  head  and  the 
Donorgate  scandal  is  unfolding 
would  look  like  a  political  hit. 
So  Reno  gets  to  stay  on,  work- 
ing for  a  President  who  clearly 
wishes  she  would  disappear. 

Bungling  aside,  there's  a 
reason  why  Cabinet  jobs  could 
remain  vacant  for  months. 
Alarmed  that  too  many  plum 
posts  will  go  to  white  males, 
feminists  and  other  interest 
groups  are  lobbying  furiously 
for  their  members.  The  goal  of 
making  his  team  "look  like 
America"  caused  Clinton  grief 
in  '93.  But  he  may  repeat  the 
mistake  with  a  new  diversity- 
fest  that  puts  token  minorities 
in  the  Cabinet  while  the 
White  House  remains  a  frat 
house  bastion. 

THANKS  A  LOT.  Clinton  also  has 
managed  to  alienate  some  of 
his  campaign  veterans.  They're 
in  a  funk  over  the  dumping  of 
Harold  M.  Ickes,  his  top  politi 
cal  aide.  Ickes  worked  hard  to 
get  his  boss  reelected  but  was 
passed  over  for  Chief  of  Staff. 
Worse,  incoming  Erskine  B. 
Bowles  insisted  that  Ickes  not 
remain  as  his  deputy.  Clinton 
delayed  delivering  the  bad  news  until 
the  eve  of  Bowles's  announcement. 

For  those  of  us  trying  to  kick  the 
campaign  habit,  watching  this  pageant 
of  gaffe-prone  governance  has  been  a 
downer.  It  only  reinforces  my  nostal- 
gia for  seeing  Clinton,  the  demonic 
campaigner,  return  to  the  land  of  end- 
less rope  lines  and  countless  promises 
The  governing  Clinton?  That's  just 
too  gruesome  a  spectacle  to  behold. 


Me 


Walczak  is  business  week's 
Washington  bureau  chief. 
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DJUSTING  THE  COST-OF-LIVING 
DJUSTMENT 

ngressional  budget-cutters  eye  a  gauge  to  replace  the  CPI 

throughout  last  year's  bitter  budget 

battles,  negotiators  kept  one  big 

deficit-cutting  plan  simmering  on 

back  burner:  trimming  annual  cost- 
iving  adjustments  that  boost  Social 
■urity  benefits  and  protect  taxpayers 
n  inflationary  tax  hikes.  Eeono- 
its,  from  Federal  Reserve 
airman  Alan  Greenspan  on 
m,  argued  that  the  consumer 
je  index  overstates  price  hikes 
3d  by  the  average  house- 
d.   Reducing  colas 
aid  slash  the  budget 

billions — if  Con- 
ss  and  the  White 
use  would  face  the 
itical  risks, 
rhey  didn't.  But  as 
sident  Clinton  and 
'  leaders  prepare 
1997's  budget 
it,  colas  are  mov- 

to  center  stage. 

Dec.  4,  a  panel  of 
nomists  is  sched- 
i  to  urge  Congress 
replace  the  cpi  with  a 
v  index  for  adjusting  retirement  ben- 
s  and  taxes.  The  panel,  led  by  Stan- 
d  University  economist  Michael  J. 
skin,  will  back  up  its  earlier  conclu- 
i  that  the  cpi  overstates  inflation  by 
iut  one  point.  If  inflation  is  now  2% 
tead  of  the  official  3%,  retirees  are 
acting  50%  more  than  they  need  to 
intain  their  living  standard. 
JST-FUND  BOOST.  Budget  hawks  will 
)laud  the  Boskin  group's  findings, 
tting  colas  and  tax-bracket  adjust- 
nts  by  one  point  a  year  reaps  $195 
ion  in  savings  over  the  next  five 
irs  (chart).  "We're  absolutely  going 
insist  on  adjusting  colas,"  says  Rep- 
entative  Charles  W.  Stenholm  (D- 
{.),  a  leader  of  moderate  Democrats 
o  last  year  proposed  a  budget  cut- 
g  colas  by  a  half-point.  The  Sen- 
fell  just  five  votes  short  of  passing 
imilar  plan. 

Retirees  aren't  likely  to  find  the  idea 
appealing.  A  one-point  drop  in  colas 
uld  cost  a  beneficiary  who  receives 
19  a  month  about  $74  in  the  first 
ir — with  the  gap  growing  each  year, 
by  boomers  have  even  more  to  lose: 


TAXES 


If  benefit  formulas  are  changed  accord- 
ingly, their  checks  will  be  hit  by  25  or 
30  years  of  slower  growth. 

What's  bad  for  retirees,  though,  is 
good  for  Social  Security's  long-term 
health.  A  new  index  that  grows  more 
slowly  could  add  20 
years  to  the  fife  of  the 
Social  Security  trust 
fund,  which  is  now 
projected  to  run  out  of 
cash  in  2029.  Such  a 
move  would  eliminate 
two-thirds  of  Social  Se- 
curity's long-ran  deficit. 
Both  radical  reformers 
and  defenders  of  the 
current  system  might 
find  that  appealing. 

gop  leaders,  howev- 
er, aren't  thirsting  for 
a  cola  plan  just  yet. 
Having  taken  a  beat- 
ing over  efforts  to 


THE  COLA  WARS 

FIVE-YEAR  BUDGET  SAVINGS  FROM  REDUCING 
CPI  GROWTH  RATE  BY  1  PERCENTAGE  POINT* 


1998-2002 


0  25 
►  BILLIONS  OF  DOLLARS 
'INCLUDES  TAX  INCREASES  AND  SPENDING  REDUCTIONS 
DATA:  CONGRESSIONAL  BUDGET  OFFICE 


slow  Medicare  spending,  Republicans 
aren't  eager  to  lead  with  a  plan  that 
President  Clinton  could  portray  as  a 
backdoor  cut  in  Social  Security.  And 
there's  no  sign  that  Clinton  is  ready  to 
offer  them  cover.  "People  are  going  to 
think:  'They're  creating  a  new  index  to 
screw  us,' "  says  one  Clinton  aide. 

The  Boskin  panel's  call  for  a  new 
cola  index  tries  to  reduce  the  risk  of 
political  meddling.  The  Bureau  of  Labor 
Statistics  would  gather  prices  to  calcu- 
late the  cpi  eveiy  month.  The  new  mea- 
sure, published  perhaps  only  once  a 
year,  would  use  the  same  data — but  run 
them  through  a  different  formula  that 
the  panel  says  would  more  closely  re- 
flect consumers'  living  costs. 
RETROACTIVE.  The  biggest  difference: 
While  the  cpi  is  based  on  a  fixed  basket 
of  goods  and  services  that  turns  over 
only  once  in  five  years,  the  goods  priced 
in  the  new  cost-of-living  index  would 
be  adjusted  each  year  based  on  actual 
purchasing  patterns.  That  means  the  in- 
dex would  reflect  substitutions  con- 
sumers make  as  prices  shift — buying 
more  cornflakes,  say,  as  oatmeal  be- 
comes more  expensive.  And  un- 
ike  the  cpi,  the  new  index 
might  be  revised  retroactive- 
ly— so  that  an  overestimate 
in  one  year's  cost-of-living 
hike  might  lead  to  a  smaller 
increase  the  next  year. 
Critics  contend  the  new 
index  will  be  no  better 
than  the  old  one.  "If  they 
wanted  a  true  cola  in- 
dex, they  would  include 
lots  of  things — like  crime 
or  taxes — that  affect  maintain- 
ing your  quality  of  life,"  says  lobbyist 
Evelyn  M.  Morton  of  the  American  As- 
sociation of  Retired  Persons.  Labor 
unions,  which  have  colas  in  a  fifth  of 
their  contracts,  charge  that  Boston's  pan- 
el exaggerates  the  CPl's  errors  to  reach  a 
preordained  conclusion 
that  colas  must  be  cut. 

Boskin,  who  was 
President  Bush's  chief 
economist,  denies  that 
his  agenda  includes 
cutting  the  budget — or 
Social  Security.  "This 
is  a  technical  commis- 
sion to  look  at  the  CPl's 
accuracy,"  he  says.  But 
when  a  statistic  has  as 
much  pocketbook  im- 
pact as  the  cpi,  any 
tinkering  at  all  will  re- 
quire political  courage. 

By  Mike  McNamee 
in  Washington 
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TEXACO:  LESSONS  FROM 
A  CRISIS-IN-PROGRESS 

CEO  Bijur  talks  about  discrimination  and  mending  fences 


i 


t  has  been  a  trial  by  fire  for  Tex 
aco  Inc.  Chief  Executive  Peter 
I.  Bijur.  Named  to  the  job  in 
■J nl !l.  Bijur  faced  his  first  major 
crisis  on  Nov.  U,  when  The  New 
York  Times  printed  a  story  describing 
taped  conversations  in  which  senior 
Texaco  managers  made  disparaging 
emu  nn  ills  about  minorities  and  dis- 
cussed destroying  documents  related 
to  a  class-action  discrimination  suit. 
On  Nov.  15,  Texaco  settled  the  suit, 
filed  on  behalf  of  1400  employees,  for 
$115  million  in  cash  plus  salary  ad- 
justments for  the 
plaintiffs  and  other 
expenses.  Still,  the 
story  simmers.  On 
Nov.  19,  just  as  fed- 
eral prosecutors 
charged  Richard  A. 
Lundwall,  the  ex- 
Texaco  executive 
who  made  the  tape, 
with  obstruction  of 
justice,  Bijur  talked 

with  BUSINESS  WEEKS 

Tim  Smart. 

Q:  How  did  your  le- 
gal strategy  change 
once  the  news  of  the 
tapes  was  printed? 
A:  When  I  saw  [the 
story],  I  knew  that 
this  lawsuit  was  pending  and  moving 
forward.  I  made  the  judgment  that  we 
needed  to  accelerate  the  settlement 
process.  And  those  discussions  on  set- 
tlement commenced  almost  immediately. 

Q:  It  has  been  reported  that  you  didn't 
get  the  board  of  directors  involved  with 
the  settlement  talks  and  other  issues. 
Why  not? 

A:  You're  drawing  conclusions  that  are 
erroneous.  The  board  was  fully  in- 
volved throughout  the  entire  process.  I 
talked  to  numerous  directors  person- 
ally. We  had  several  board  and  execu- 
tive committee  meetings.  The  board 
was  fully  supportive  of  our  actions. 

Q:  Hare  you  met  with  shareholders? 
A:  Yes,  of  course.  I  went  down  to 
[New  York]  and  met  with  the  Inter- 


faith  Center  on  Corporate  Re- 
sponsibility, which  is  a  group  of 
religious  shareholders.  I  ex- 
pressed our  position  on  this  and 
listened  carefully  to  their  position 
and  got  some  good  counsel  and  guid- 
ance. But  I  wanted  to  provide  our  side 
of  the  issue  as  well.  I  have  met  with 
[New  York  State  Comptroller]  Carl 
McCall  and  [New  York  City  Comptrol- 
ler] Alan  Hevesi  about  concerns  that 
they  had,  and  I  will  continue  to  meet 
with  other  shareholders  as  I  normal- 
ly do. 


1 1  Unfortunately, 
we  mirror  society. 
There  is  bigotry  in 
society. ...I  can't  do 
much  about  society, 
but  I  certainly  can 
do  something  about 
Texaco  J  7 


of  people  in  the  pipeline.  Now  of 
course,  that  does  not  apply  to  acccn- 
tants,  finance  people,  and  anybody  c$e. 
But  we  are  a  very  technically  orieiec 
industry. 

Q:  Have  you  personally  witnessed  js- 
crimination  at  Texaco? 
A:  In  the  nearly  31  years  I  have  bar 
with  Texaco.  I  have  never  witnesseca; 
incident  of  racial  bias  or  prejudice,  m 
had  I  seen  it,  I  would  have  taken  (b- 
ciplinary  action.  I've  never  seen  it.j 

Q:  Is  there  a  widespread  culture  ofpr 
sensitivity  at  Texaco? 
A:  I  do  not  think  there  is  a  culture: 
institutional  bias  within  Texaco.  I  tlic 
we've  got  a  great  many  very  good  ic 
decent  human  beings,  but  that  unr 
tunately  we  mirror  society.  Therm 
bigotry  in  society.  There  is  prejucc 
and  injustice  in  society.  I  am  sorrjac 
say  that,  and  I  am  sorry  to  say  tjpt 
probably  does  exist  wfe- 
in  Texaco.  I  can't  do  mjfc 
about  society,  but  I  <r- 
tainly  can  do  somethig 
about  Texaco. 


Q:  What  are  your  vim 
on  affirmative  actionfi 
A:  Texaeo's  views  on! 
firmative  action  have  § 
changed  a  bit.  We  hj 
supported  affirmative  c 
tion,  and  we  will  contin 
to  support  affirmatn 
action. 


—  PETER  I.  BIJUR 


Q:  Why  do  you  think  the  oil  industry 
has  such  a  poor  reputation  on  issues  of 
racial  diversity  and  gender  equality? 
How  does  Texaco  stack  up  against  the 
others? 

A:  The  percentage  of  minorities  within 
Texaco  is  just  about  average  for  the 
petroleum  industry.  We  have  made 
really  significant  progress  in  the  last 
several  years  in  improving  the  per- 
centage. But  there  are  some  very  in- 
teresting points  that  need  to  be  exam- 
ined to  place  in  context  what  may  be 
going  on  in  this  industry.  I  just  read  a 
study  that  showed  that  in  1995,  there 
were  only  nine  petroleum  engineering 
minority  graduates  that  came  out  of 
all  engineering  schools  in  the  United 
States — only  nine.  That's  not  an  ex- 
cuse. But  it  is  indicative  of  why  it  is 
difficult  for  this  industry  to  have  a  lot 


Q:  This  is  your  first  | 
trial  since  taking  oil 
What  have  you  learneli 
A:  I've  learned  that! 
good  as  our  programs  | 
in  the  company — and  they  really  J 
quite  good,  even  in  this  area — theij 
always  more  we  can  do.  We've  got! 
really  drill  down  into  the  prograij 
We've  got  to  make  certain  that  til 
are  meeting  the  objectives  and  gel 
we've  set  for  them. 

Q:  Are  there  other  lessons  in  terms 
your  style  of  management? 
A:  I  don't  think  I  would  do  anyth 
different  the  next  time  than  wha 
did  this  time. 

Q:  How  will  you  make  sure  the  sp\ 
as  well  as  the  letter  of  the  policy 
followed  at  Texaco? 
A:  We're  going  to  put  more  and  mi 
and  more  emphasis  on  it  until  we  ge 
through  everybody's  head:  Bigotry 
not  going  to  be  tolerated  here. 
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IN  THIS  DOGFIGHT,  BOEING'S  GUTSY 
MANEUVER  PAID  OFF 

How  its  faith  in  a  risky  design  won  it  a  shot  at  a  huge  contract 


Sometimes  a  gutsy  gamble  pays 
off.  Four  years  ago,  Boeing  Co. 
secluded  15  engineers  at  its  mili- 
tary aircraft  development  office  in 
Seattle,  where  they  scratched  their 
heads  trying  to  come  up  with  a  pro- 
posal for  the  next  century's  fighter  jet. 
Within  just  six  weeks,  they  whipped 
up  a  jet  design  with  an  unusual  modu- 
lar wing,  a  front-mounted  engine,  and 
stealth  capabilities.  Unfortunately,  in 


LIGHT,  FAST,  AND  STEALTHY 


cial  planes.  "Early  on,  it  was  judged  a 
high  risk.  But  we  have  continually  made 
refinements,  conducted  12,000  hours  of 
testing,  and  are  really  comfortable  with 
the  design,"  says  Mickey  0.  Michellich, 
jsf  program  manager. 

The  win  shows  how  Boeing — in  con- 
trast to  many  of  its  rivals — has  been 
able  to  develop  synergies  between  its 
civilian  and  defense  businesses.  It  was 
the  company's  second  recent  big  defense 


's  radical  new  fighter  de,  ' 


For  manufactur- 
ing simplicity, 
the  engine 
is  mounted  in 
the  front 


fense  Dept.  reject- 
ed the  research 
proposal  as  too 
risky.  But  Boeing 
thought  the  ap- 
proach had  merit 
and  continued  to 
pump  research  dollars  into  it  anyway. 

On  Nov.  16,  Boeing's  faith  was  re- 
deemed when  that  same  basic  design 
was  chosen  by  the  Pentagon  as  a  finalist 
in  the  competition  to  build  the  Joint 
Strike  Fighter,  the  proposed  standard 
for  fighter  jets  in  the  21st  century.  The 
other  finalist  is  Lockheed  Martin  Corp., 
which  took  a  conventional,  low-risk  ap- 
proach with  its  JSF  design.  McDonnell 
Douglas  Corp.'s  more  middle-of-the-road 
design  was  the  loser. 

Boeing's  saving  grace:  From  the  get- 
go,  its  engineers  tried  to  slash  costs  as 
well  as  boost  performance.  For  instance, 
they  adapted  many  of  the  computer-aid- 
ed design  processes  used  on  commer- 


Nozzles  placed 
in  the  center 
can  give  the 
plane  vertical 
liftoff 


Nov.  12, 
it  won  a  $1.1  billion 
contract  for  an  air- 
borne laser  system  to 
be  mounted  on  a  747. 
Just  as  important, 
benefits  are  flowing 
from  Boeing's  defense 
to  its  civilian  business.  On  Nov.  18,  it 
and  partner  Textron  Inc.  announced  that 
they  plan  to  develop  a  commercial  ver- 
sion of  their  tilt-rotor  military  helicopter. 
BIG  ENCHILADA.  The  fighter  competition, 
however,  is  the  big  enchilada.  Assuming 
defense  spending  doesn't  dry  up  too 
much,  the  winner  could  be  the  Penta- 
gon's main  supplier  of  military  fighters 
for  decades  to  come.  Boeing  and  Lock- 
heed now  have  four  years  to  prove  out 
their  respective  designs.  Then  the  Pen- 
tagon will  chose  one  winner,  which  will 
start  producing  3,000  fighter  jets  in 
2008.  The  contract's  estimated  value: 
$100  billion  for  domestic  forces  alone. 
"Boeing's  approach  is  truly  innovative 


and  will  keep  costs  down,"  says  P.i 
H.  Nisbet,  an  aerospace  analyst  w{i 
jsa  Research  Inc.  in  Newport,  R.  I.  t 
has  a  good  chance  of  beating  the  mce 
conventional  design  of  Lockheed." 

Lockheed's  design  uses  many  el 
ments  of  the  F-22,  a  bigger  fighter  te 
defense  giant  is  developing.  It  has  cc- 
ventional  wings  and  fuselage.  Boeinp 
fighter  jet,  by  contrast,  has  one  coL 
posite  wing  that  blends  into  the  fuL 
lage,  creating  what  is  known  as  a  Del 
shape.  Different  versions  are  being  » 
veloped  for  each  service  branch.  On  tf 
Marines'  version,  one  set  of  nozzles  I 
the  plane's  center  can  point  downwat 
and  vertically  lift  the  jet  off  a  carril 
Once  liftoff  is  completed,  the  nozzles  ■ 
tract  The  plane  is  designed  to  real 
supersonic  speed.  1 

To  cut  weight  But  the  compel 
to  just  22,000      ?n  may  ult™atJ 

.,  .    .         be  won  on  cost.  T|L 

ID.,  tne  Single-  Pentagon  outlined! 
piece  Wing  IS  target  price  of  $| 
made  OUt  Of  a  million  to  $38  millil 
thermoplastic  per  plane,  about  tl 
Composite  cost  of  a  Boeing  7m 

That's  a  price  rani 
Boeing  deals  with  daily.  In  fact,  its  m 
pertise  in  building  mass  quantities  m 
airlines  efficiently  is  what  gave  BoeiM 
an  edge  despite  not  having  been  a  lei 
contractor  on  a  defense  plane  for  1 
years.  Plus,  the  Pentagon  is  acting  mol 
like  a  commercil 
buyer.  "They  a| 
looking  at  costs  aiB 
outlining  requir- 
ments  without  dicta 
ing  exactly  how  ji 


The  slightly 
canted  tail  fins 
add  to  the 
stealth  plane's 


ability  to 
escape  radar 
detection 
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build  the  plane,"  sai 
Peter  S.  Jacobs,  1 
analyst  with  Rag<{ 
MacKenzie  in  Seatt'i 
The  fighter  desijn 
could  eventually  help  Boeing  in  othl 
aspects  of  both  its  defense  and  coil 
mercial  businesses.  The  wing  is  the  fill 
all-composite,  modular  wing  Boeing  hi 
built.  Knowledge  gained  from  creatin 
one  wing  mass  and  working  with  a  tha 
neoplastic  composite  could  be  transferrJ 
to  commercial  planes,  analysts  say.  Ail 
the  aircraft's  supersonic  ability  could  1 
applied  one  day  to  a  high-speed  ci\l 
transport. 

Michellich  says  he  knew  the  desia 
was  a  winner,  but  his  heart  skippedl 
beat  during  the  Pentagon's  Nov.  1 
press  conference  because  Lockheed  w| 
named  first.  The  winners  are  usual! 
given  in  alphabetical  order.  But  then  I 
looks  like  the  Pentagon  is  out  to  brea 
tradition. 

By  Seanna  Browder  in  Seattl 
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Now,  with  quality  Airfone' 
Service,  you  can  talk  as 
long  as  you  want  and  never 
pay  more  than  $15  per  call 
for  airtime.  And  for  shorter 
calls,  it's  just  $3,28  a  minute 
with  a  $2.99  connection  fee. 

So  go  ahead,  use  the 
phone.  You  must  have  a  few 
reasons  of  your  own. 


""'"J  AlRL.NES    •  SHUTTL 

TWA  •  USAir**  .  USA 


Its  Amazing  What 
We  Can  Do  Together. 


'  Lines* •  Delta  Shu 
•  Midwest  Express 
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STRATEGIES 

A  50%  SOLUTION 
AT  APPLE 

Its  planned  operating  system 
may  not  run  old  Mac  software 

Since  Ellen  Hancock  joined  Apple 
Computer  Inc.  as  chief  technology 
officer  last  July,  Silicon  Valley  has 
waited  to  see  what  the  former  IBM  ex- 
ecutive would  do  about  Apple's  flailing 
software  strategy.  Her  first  move:  a  de- 
cision to  put  the  brakes  on  development 
of  Copland,  Apple's  five-year-old  effort 
to  create  a  new  Macintosh  operating 
software.  The  decision  was  gutsy,  but  it 
didn't  bring  her  any 
closer  to  having  a 
strategy  for  Apple's 
software  future. 

Hancock  has  one 
now — although  it  may 
not  be  a  real  crowd 
pleaser.  Insiders  say 
she  quietly  gave  new 
marching  orders  to  Ap- 
ple's software  engineers 
on  Nov.  15.  The  plan: 
to  resurrect  pieces  of 
Copland,  combine  it 
with  other  Apple  soft- 
ware and  technology  developed  outside 
the  company,  and  cobble  together  a  new 
operating  system  by  1998,  while  con- 
tinuing to  upgrade  the  current  Mac  sys- 
tem. The  result  is  expected  to  give  the 
Mac  such  features  as  a  customizable  in- 
terface and  the  ability  to  run  multiple 
programs  simultaneously. 

But  the  new  software,  dubbed  Macos  8, 
has  a  huge  potential  snag:  It  may  not  be 


APPLE  GOES  SOFT 
IN  SOFTWARE 


'90  '91  '92  '93 
A  BILLIONS  OF  DOLLARS 

DATA:  SOFTWARE  PUBLISHERS  ASSN 


COMDEX  SHOW: 

Mac  loyalists  may 
have  to  junk  some 
programs  by  1998 

compatible  with  all 
of  today's  Mac  soft- 
ware. That  means 
users  might  have  to 
junk  some  or  all  of 
the  programs  they 
use  now,  if  they 
want  to  adopt  the 
new  technology.  At 
a  Nov.  19  gathering 
at  the  Comdex  trade 
show  in  Las  Vegas, 
Hancock  refused  to 
give  a  clear  thumbs- 
up  on  compatibility.  "It's  a  user  require- 
ment," she  said,  'Taut  I'm  not  ready  to 
say  for  sure  if  we  can  do  it." 

But  other  Apple  executives  vow  they 
will  not  leave  their  loyal  Mac  users  in 
the  lurch.  "You  don't  just  wake  up  one 
day  and  say,  'I  think  we'll  do  something 
totally  different,'"  says  Heidi  Roizen, 
an  Apple  vice-president. 

Still,  the  fact  that  Apple  hasn't  clear- 
ly laid  out  the  compatibility  path  has 
developers  in  a  twist.  Mac's  market 
share  has  been  in  a  tailspin  for  the  past 
year,  causing  Mac  software  sales  to  fall 
12.5%  in  the  first  half  of  the  year.  A 
compatibility  glitch  could  send  sales  fur- 
ther south,  spurring  developers  to  aban- 
don the  Mac.  "Sure,  it  would  be  hard  to 
keep  compatibility,"  says  Adobe  Sys- 
tems Inc.  ceo  John  E.  Wamock.  "But  a 
lot  of  things  in  life  are  hard — and  not 
doing  it  could  be  harder  for  Apple." 

Hancock  has 
promised  to  map  out 
the  new  software 
strategy  in  mid-Janu- 
ary at  the  MacWorld 
trade  show.  By  then, 
negotiations  with  Be 
Inc.  may  be  resolved. 
Insiders  say  Apple  is 
eyeing  Be,  a  small  Sili- 
con Valley  software 
maker,  for  its  operat- 
ing system,  which 
could  be  adapted  for 
the  Mac.  The  two  have 
been  in  takeover  talks  for  the  past  five 
months.  Negotiations,  however,  stalled 
on  Nov.  13  over  price.  Insiders  say  Ap- 
ple offered  less  than  $100  million  while 
Be  executives  are  seeking  at  least  twice 
that.  As  the  pressure  mounts  to  come 
up  with  a  viable  system  fast,  Apple  may 
find  it's  in  no  position  to  dicker. 

By  Peter-  Burrows  in  San  Francisco 
and  Andy  Reinhardt  in  Las  Vegas 


DEALS 


THIS  KOULD  BE 
KISMET 

KKR  and  Kmart?  The  Street 
seems  to  largely  like  the  ide 

■  s  the  nation's  No.  2  retailer  abouto 
I  become  KKRmart? 

I  That  was  the  word  on  Wall  Strit 
on  Nov.  19,  when  Kmart  Corp.  shafe 
shot  up  17%,  to  $11.25,  on  rumors  on 
takeover  by  leveraged-buyout  gilt 
Kohlberg  Kravis  Roberts  &  Co.  M, 
ther  Kmart  or  kkr  will  talk.  But  Kjk 
has  good  reason  to  look  at  the  chain} 

On  the  surface,  Kmart  seems  like  ai'- 
thing  but  a  blue-light  special.  Rivals  W 
Mart  Stores  Inc.  and  Target  Stores  bo  it 
newer  stores  and  better  customer  lojl- 
ty  while  Kmart  struggles  to  modemk 
And  even  though  Kmart  Chairman  Fled 
Hall  has  stemmed  the  flow  of  red  it, 
Kmart's  profits  are  measly.  In  its  thd 
quarter,  ended  on  Sept.  30,  Kmart  earrd 
just  $9  million  on  sales  of  $7.8  billion. 

Still,  Kmart  could  be  a  diamond  a 
the  rough.  Hall  has  pruned  $370  milln 
in  overhead  expenses  this  year,  and  te 
chain  reported  a  22.6%  gross  margin  n 
the  third  quarter,  compared  with  21.29a 
year  earlier.  While  it  still  lugs  $4.6  bilLn 
in  debt,  better  margins  would  provie 
cash  to  service  debt  from  an  lbo.  I 
they  could  increase  their  margins  eva 
slightly,  it  would  throw  off  a  ton  of  cas" 
says  one  major  Kmart  shareholder. 

KKR  has  dabbled  in  retail  with  pre- 
ous  buyouts  of  food  retailers  Safewfr 
Inc.  and  Stop  &  Shop  Co.  And  it  receii 
ly  raised  $5  billion.  A  takeover  of  Km;t 
at,  say,  $12  a  share  would  cost  abejj. 
$5.8  billion.  And  while  Kmart  has  «• 
ready  sold  off  its  nondiscount  store  sif. 
sidiaries  except  for  Builders  Square  Irk 
it  has  some  potentially  valuable  assets! 
its  2,143  U.  S.  store  locations.  "There's  l 
awful  lot  you  can  do  with  80,000  squai- 
foot  cinderblocks  with  acres  of  parking  \ 
developed  suburban  locations,"  says  ail 
lyst  Ronald  Petrie  of  Roney  &  Co. 

Would  Hall  consider  a  kkr  buyoi? 
"My  board  might.  We're  not  closed  | 
any  concept  that  could  be  in  the  b(|. 
interest  of  shareholders,"  he  said  ati 
Nov.  20  news  conference. 

Attention,  Kmart  shoppers:  Those  p- 
striped  billionaires  roaming  the  aisll 
might  be  Henry  R.  Kravis  and  Geors 
R.  Roberts  looking  for  a  bargain. 

By  Bill  Vlasic  in  Detroit,  with  Lot 
Bongiorno  in  New  York 
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NO  ONE  HAS  WON  THIS  MAJOR  4x4  AWARD  MORE  THAN  JEEP 


The  rugged,  new  1997  Jeep,  Wrangler  has 
been  named  Petersen's  4x4  of  the  Year. 
For  the  second  year  in  a  row,  a  legendary 
Jeep  vehicle  has  proven  its  off-highway 
prowess  by  winning  this  prestigious  award. 


It's  the  fifth  victory  overall.  We're  proud 
to  say  that's  more  than  any  other  manu- 
facturer. So,  while  our  track  record  is 
unprecedented,  legendary  Jeep  vehicles 
are  accustomed  to  breaking  new  ground. 


Jeep 

There  s  Only  One 


For  more  information,  call  1-800-925-JEEP  or  visit  our  Web  site  at  http://www.jeepunpaved.com 
Always  wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 
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LABOR 


BIG  BLUE  S 
UNION  BLUES 

Buyouts  and  the  threat  of 
layoffs  have  workers  spooked 

Big  Blue  has  long  been  the  paragon 
of  a  nonunion  company.  For 
decades,  it  kept  employees  happy 
with  above-average  wages  and  a  no- 
layoffs  tradition.  So  not  many  iBMers 
wanted  a  union,  even  during  the  down- 
sizings  that  sliced  the  company  in  half 
by  the  early  1990s. 

Now,  though,  IBM  faces  its  most  seri- 
ous unionization  effort  ever — even  though 
it  has  expanded  its  1 10,000-strong  U.S. 
workforce  this  year.  The  move  comes 
not  from  an  outside  union  but  from  an- 
gry employees.  Since  early  October,  hun- 
dreds of  manufacturing  and  other  work- 
ers at  a  5,500-person  Endicott  (N.  Y.) 
circuit-board  plant  have  held  weekly 
meetings  with  the  International  Union 
of  Electrical  workers.  Now,  they're  can- 
vassing other  IBM  facilities,  too. 


The  organizing  effort  was  triggered 
by  an  employee  buyout  announcement 
made  in  mid-September.  Because  IBM  is 
shrinking  in  some  areas  and  growing 
elsewhere,  it  wanted  to  cast  off  workers 
with  unneeded  skills  and  hire  others, 
says  an  IBM  spokesman.  When  it  an- 
nounced the  plan,  IBM  said  that  layoffs 
were  possible  if  not  enough  people 
signed  up. 

That  warning  angered  many  employ- 


ORGANIZING 

Pro-union 
IBM  worker 
Conrad  at  Big 
Blue's  circuit- 
board  plant  in 
Endicott,  N.Y. 


ees,  says  Lee 
rad,  a  leader  of  I 
union  drive  anl 
23-year  veteran | 
sembly  worker 
Endicott.  They 
derstood  that 
had  to  lay  pec 
off  when  the  cj 
pan^s  market  sr 
plunged  in  the  early  1990s,  he  says, 
employment  now  is  growing  for  the 
time  in  a  decade.  "We  thought  t| 
there  should  be  no  need  for  more 
offs,"  says  Conrad. 
RESISTANCE.  IBM  says  most  employl 
don't  want  a  union  and  has  vigoroi| 
resisted  the  drive.  The  company 
sent  letters  to  employees  warning  tl 
they  may  have  to  "accept  less"  if  tl 
join  a  union,  and  managers  have  ca| 
in  workers  for  meetings  to  discuss 
drive. 

In  the  end,  the  unionization  effl 
may  go  nowhere.  But  organizers  sai 
already  has  been  something  of  a  sj 
cess:  In  mid-November,  IBM  announJ 
that  there  would  be  no  layoffs  at  Eij 
cott — a  move  union  advocates  attribi 
to  their  campaign. 

By  Aaron  Bernstein  in  Washingl 
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IS  THE  S&L 
CRISIS  ETERNAL? 

Investors  are  suing,  and  the 
government  is  suing . . .  itself 

lorry,  but  the  savings  and  loan  de- 
bacle isn't  over  yet.  The  latest  af- 
'  tershock:  Buoyed  by  a  July  1  U.  S. 
Supreme  Court  decision,  thousands  of 
angry  stockholders  in  46  s&ls  are  suing 
Washington  to  recover  lost  investment 
capital.  They  claim  the  government 
drove  the  s&ls  under  by 
imposing  harsh  regula- 
tions on  them.  Worse,  in- 
vestors are  irate  that  the 
Federal  Deposit  Insur- 
ance Corp.,  overseer  of 
the  busted  s&ls'  remain- 
ing assets,  is  trying  to 
nab  any  recovery  money 
for  itself. 

The  imbroglio  started 
back  in  the  early  1980s, 
when  the  first  batch  of 
s&ls  began  to  totter. 
Government  regulators 
spurred     mergers  of 


INCREDIBLE 
SHRINKING  S&LS 
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ACCOUNTING 

BREAK 
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healthy  thrifts  and  weak 
ones  by  permitting  them 
to  use  a  favorable  ac- 
counting method:  Ac- 
quirers could  count  as 
capital  the  difference 
between  their  purchase 
price  and  a  weak 
thrift's  fair  market  val- 
ue, called  "supervisory 
goodwill,"  and  amortize  it 
over  40  years.  That  res- 
cued many  ailing  s&ls. 
ABOUT-FACE.  But  in  1989, 
Congress  imposed  a  regulato 
ry  crackdown  that,  among  other 
things,  yanked  supervisory  goodwill, 
which  lawmakers  thought  was  a  sweet- 
heart deal  for  investors. 
The  result:  waves  of 
new  s&l  failures.  The 
feds  ended  up  taking 
over  the  failed  opera- 
tions and  paying  off 
their  depositors. 

The  investors  argue 
that  the  1989  goodwill 
about-face  was  a  breach 
of  contract.  The  Su- 
preme Court,  by  a  7-2 
margin,  agreed  with 
them  and  said  harmed 
parties  could  sue  for  re- 
dress. Joining  the  dead 


'92  '94  '96* 
'THROUGH  JUNE  30 


thrifts'  investors  are  71  s 
viving  s&ls,  such  as  Gl 
dale  Federal  Bank  in  C 
ifornia,  that  took  finan 
hits  and  want  damag] 
(Total  sought:  $15  bill:! 
to  $20  billion.) 

Washington's  respoij 
so  far  has  been  a  wj 
legal  stratagem.  The  fi 
is  asking  the  U.  S.  Coi 
of  Federal  Claims  if  it  c 
replace  the  investors  as  pla 
tiffs.  Then  it  wants  to  set 
the  cases  with  the  Just: 
Dept.  The  fdic  reasons  that 
receiver  for  the  defunct  s&ls,  it  has 
duty  to  seek  recovery  for  creditors.  1 
biggest  creditor?  The  fdic,  since  it  p; 
out  billions  to  s&l  depositors.  It's  i 
clear  what,  if  anything,  would  be  L 
for  stockholders.  Court  arguments  s 
slated  for  mid-December. 

Investors  ask:  How  can  the  govei 
ment  sue  itself?  "The  fdic,"  grous 
Melvin  C.  Garbow,  an  Arnold  &  Port 
partner  who  is  a  lead  attorney  for  t 
investors,  "is  a  stalking  horse  for  Ji 
tice."  Perhaps.  But  Washington  has 
ready  spent  $132  billion  on  the  s&l  m« 
and  seems  determined  to  avoid  payi 
much  more. 

By  Larry  Light  and  Lisa  Sanders 
New  York 
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WKen  JiJ  you  stop  looking  up? 


here  was  a  time  when  travelling  was  still  a  great  adventure  to  you. 
It  opened  your  eyes.  Inspired  you.  And  always  gave  you  a  fresh,  new  perspective  on  the  world. 

Fortunately,  there's  a  place  where  it  still  does.  Step  inside  any  Hyatt  hotel  or  resort, 
and  discover  once  again  the  joy  of  reaching  a  destination  that  captures  your  imagination. 

You  might  see  a  magnificent,  23-story  atrium  when  you  enter  our  lobby.  Or  a 
panoramic  city  view  through  the  windows  of  one  of  our  meeting  rooms.  Or  Romanesque 
arches  towering  above  you  in  a  hotel  created  from  a  historic  train  station. 

And  everything  we  do,  from  the  fine  art  we  commission  to  the  exceptional  cup  of 
coffee  we  serve,  will  help  make  your  next  trip  a  delightfully  new  experience.  In  fact,  things  could  start 
looking  up  from  the  moment  you  check  in.  For  reservations, 
contact  your  travel  planner  or  call  Hyatt  at  1-800-233-1234. 


AT&T 

YourTrue  Choice 


H  YATT 


Feel  the  Hyatt  Touch 


an  is  proud  to  offer  AT&T  Long  Distance  Service  for  all  your  AT&T  Calling  Card,  AT&T  Universal  Card  and  operator-assisted  tails  al  most  locations. 

Hyatt  Hotels  and  Resorts'  encompasses  hotels  managed,  franclused.  or  operated  by  two  separate  groups  of  companies  -  Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation  1  '1996  Hyatt  I  oip 
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DANA  slim  I  \  I   I  ROM  ARAMARK  with  EPPIE  I  Rl'lll  LO  I  ROM  I  111.  I.OS  ALAMOS  N  A  I  IONAI.  LABORATOR\ 


THEY  ACTUALLY  REBUILT 

3  DINING  HALLS  IN  72  HOURS.  MORE  IMPORTANTLY, THEY  FOUND  THE  RIGHT 

NEW  MEXICAN  PEPPERS. 


"Frankly,  1  was  worried.  We'd  never  outsourced  before.  And  we  had  only  a  weekend  to  accomplish  a  seemingly  impossible 
amount  of  work.  But  Dana  and  her  team  assured  me  that  it  could  be  done.  And  done  the  right  way.  The  right  way  mean 
three  dining  halls  would  be  taken  apart  and  rebuilt.  It  meant  an  entire  menu  would  have  to  be  completely  revamped 
They  started  knocking  things  down  on  a  Friday.  72  hours  Liter,  breakfast  was  being  served.  And  Dana  knew  thai 
everything  had  to  be  right,  down  to  every  spoonful  of  authentic  Sew  Mexican  chili.  Well,  the  chili  and  everything  els 
passed  thai  crucial  test.  And  from  that  moment.  I  knew  that  bringing  in  Dana  and  ARAMARK  was  indeed  a  great  decisio 
for  us."  Eppie  Trujillo,  Los  Alamos  National  l  aboratory.  At  ARAMARK,  we  rarely  say  no  and  we  never  say  can't.  We  simply 


lit 


learn  our  partner's  business  and  do  whatever  it  takes  to  solve  their  problems.  It  's  led  Eppie  to  say,  "Alter  a  year,  all  the  meals 
■iter.  But  none  will  ever  compare  to  the  breakfast  they  served  that  first  Monday."  /\J^/^f^\/^^l^ 
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Business  This  Week 


ITED  BY  THANE  PETERSON 


ANGE  COUNTY 
TERMATH 

XING  IT  "GAMBLING  WITH 

ilic  funds,"  a  Los  Angeles 
erior  court  judge  on  Nov. 

sentenced  ex-Orange 
anty  (Calif.)  Treasurer 
>ert  Citron  to  a  year  in  jail 

a  $100,000  fine  for  his  role 
he  largest  municipal  bank- 
tcy  in  U.  S.  history.  Citron 
I  pleaded  guilty  to  six 
nts  of  securities  fraud  and 
management  in  conjunc- 
1  with  trading  losses  that 
hed  the  county  into  bank- 
itcy  in  December,  1994. 
ron  said  he  relied  on  bad 
/ice  from  investment 
ikers,  whom  county  law- 
's are  suing  for  $3  billion, 
jarately,  the  Securities  & 
change  Commission  sued 
First  Boston  and  two  of  its 


CLOSING  BELL 


lASBRO'S  BOUNTY 

asbro,  which  fended  off  a 
d  by  archrival  Mattel  earlier 
is  year,  so  far  is  standing 
fas  Mattel  gobbles  up  No. 3 
co  Toys.  But  Hasbro  share- 
)lders  aren't  weeping.  The 
ymaker's  stock  is  up  36% 
is  year,  near  the  peaks  it 
ached  during  the  rejected 
attel  bid.  Why?  Earnings 
e  fairly  strong,  and  with  a 
tar  Wars  trilogy  revival  set 
ir  Jan.  31,  analyst  Sean 
cGowan  of  Gerard  Klauer 
attison  expects  Hasbro  to 
3ll  $100  million  in  Star  Wars 
:tion  figures  this  year  and 
auble  that  in  1997. 
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former  bankers  on  Nov.  20, 
alleging  fraud  in  the  sale  of 
$110  million  worth  of  1994 
Orange  County  bonds. 

AT  BANKAMERICA, 
STOCK  FOR  ALL 

IN  ONE  OF  THE   MOST  FAR- 

reaching  programs  of  its  kind, 
BankAmerica  on  Nov.  19 
announced  a  stock-option  plan 
that  will  allow  more  than 
85,000  of  its  employees  to 
buy  50  to  90  shares  of  its 
stock  every  six  months.  The 
company  hopes  that  its  pro- 
gram, which  covers  even  most 
hourly  and  part-time  workers, 
will  boost  employees'  sense  of 
ownership  in  the  bank  and 
thus  improve  BankAmerica's 
overall  performance. 

WANNA  BUY 

A  STAKE  IN  SONY? 

AT  A  HOLLYWOOD  PRESS  CON- 

fab  on  Nov.  19,  Sony  Presi- 
dent Nobuyuki  Idei  let  every- 
one know  how  much  he 
enjoyed  Sony  Pictures'  new 
Barbra  Streisand  film,  The 
Mirror  Has  Two  Faces.  Sony 
hopes  the  flick  is  a  hit, 
because  Idei  also  revealed 
that  he  plans  to  sell  a  stake  in 
the  studio  to  the  public.  Idei 
won't  say  when  or  how  much 
of  the  studio  he  plans  to  sell, 
but  he  says  Sony  has  hired  cs 
First  Boston.  Sony  has  "no 
intention"  of  selling  the  studio 
entirely,  Idei  stresses. 

RE-GALVINIZING 
MOTOROLA  

WHEN  CEO  GEORGE  FISHER 

left  Motorola  for  Eastman 
Kodak  in  late  1993,  legendary 
former  ceo  Robert  Galvin 
quietly  investigated  whether 
the  Motorola  board  would 
agree  to  name  his  son, 
Christopher,  as  Fisher's  suc- 
cessor. Directors  said  no.  But 
on  Nov.  14,  the  board  gave 
Chris  Galvin,  46,  the  job,  say- 
ing he  now  has  the  breadth  of 


HEADLINER:  BOB  MAGNESS 


TCI:  WHO'LL  VOTE  THE  CHAIRMAN'S  STAKE? 


The  death  of  a  company's 
founder  often  creates  un- 
certainty. When  Bob  Mag 
ness,  chairman  of  cable- 
television  giant 
Tele-Communica 
tions,  died  of 
cancer  on  Nov. 
17,  he  owned 
7%  of  TCI  and 
had  rights  to 
vote  26%  of  its 
shares.  Magness,  a 
onetime  Texas  ranch 
er  and  cottonseed  salesman, 
launched  his  cable  company 
in  1956  by  stringing  wire 
for  700  customers  in  Mem- 
phis, Tex. 

tci  long  has  been  tightly 
controlled  by  Magness  and 
CEO  John  Malone,  who  has 
rights  to  vote  17.7%  of  its 
stock.  An  additional  7%  of 
the  voting  stock  is  held  by 


Kearns-Tribune,  publisher 
of  Salt  Lake  Tribune,  which 
got  its  shares  back  in  1958. 
What  will  happen  to 
Magness'  stake  is 
unclear.  A  tci 
spokeswoman 
says  there  is  no 
trust  arrange- 
ment for  Mal- 
one to  vote  the 
shares.  Kearns- 
Tribune  has  an 
arrangement  to  buy 
any  shares  that  become 
available,  but  Kearns  Presi- 
dent Dominic  Welch  says 
his  company  has  no  plans 
to  purchase  Magness'  stake. 
Most  of  the  shares  will 
likely  pass  to  Magness' 
wife,  Sharon.  Her  plans  are 
of  intense  interest  to  Mal- 
one and  Wall  Street  alike. 

By  Ron  Grover 


experience  to  do  it  well. 
Effective  Jan.  1,  Galvin  will 
replace  CEO  Gary  Tooker,  who 
becomes  chairman  of  the 
board.  Galvin  takes  over  as 
challenges  to  Motorola  are 
mounting.  It  has  been  stung 
by  the  downturn  in  semicon- 
ductors, which  forced  it  to  cut 
270  jobs  last  month.  And  its 
share  of  the  worldwide  cellu- 
lar-phone market  has  slid  to 
about  35%,  down  15  points  in 
three  years.  Result:  Motorola 
is  trading  at  about  $55,  19% 
off  this  year's  high. 

C0NRAIL  SUITORS 
FORGE  AHEAD 

CSX  AND  CONRAIL  WON  THE 

opening  rounds  in  their  battle 
to  merge,  but  the  war  is 
hardly  over.  A  federal  appeals 
court  on  Nov.  20  refused  to 
block  the  first  step  in  csx's 
planned  $8.5  billion  takeover, 
a  $110-a-share  cash  tender 
offer  for  19.9%  of  Conrail's 
stock.  The  action  came  a  day 


after  U.  S.  District  Judge 
Donald  VanArtsdalen  found 
that  the  two-tier  offer,  in 
which  stockholders  turn  over 
their  Conrail  stock  first  for 
cash  and  later  for  CSX  stock,  is 
not  coercive,  as  rival  bidder 
Norfolk  Southern  had 
charged.  Norfolk,  which  is 
offering  $9.9  billion  for  Con- 
rail,  is  also  moving  ahead 
with  its  own  $110-a-share  all- 
cash  tender  offer  for  Conrail's 
stock.  A  crucial  shareholder 
vote  on  the  csx  bid  is  expect- 
ed in  mid-December. 

ETCETERA... 

■  Club  Med  shares  jumped 
3%  on  Nov.  20  on  rumors  of  a 
possible  takeover  bid. 

■  GTE  will  put  up  to  $200  mil- 
lion into  a  $1  billion  ipo  by 
Venezuela's  phone  company. 

■  General  Motors  agreed  to 
sell  four  parts  plants  to  a  Wall 
Street  investment  group. 

■  Lockheed  Martin  plans  to 
close  eight  sites  and  cut  1 ,600 
jobs  as  it  absorbs  Loral. 
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TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


Vision.  It  separates  the  leaders  from 
the  followers.  It's  also  given  Toshiba  a 
different  perspective  on  multimedia 
from  the  beginning.  This  unique  view 
has  enabled  us  to  breathe  life  into 
a  range  of  exciting  products  that  once 
existed  only  in  the  imagination.  We're 
proud  to  have  started  a  revolution 
that  will  help  to  define  the  future.  But 
it's  only  just  begun.  Get  ready  for 
the  ride  of  your  life. 


MPACT  is  a  trademark  o!  Chromatic  Research,  Inc 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 

►►ii 


Imagine  transforming  your  PC  into  a  robust 
entertainment,  information  and  communi- 
cations nerve  center.  A  place  where  thrilling 
3D  games  meet  spectacular  graphics. 
Movies  merge  with  music.  And  videophone 
and  faxing  capabilities  are  just  a  keystroke 
away.  Now  imagine  doing  it  all  with  just 
one  chip.  That's  what  the  new  MPACT™ 
media  processor  makes  possible.  Developed 
by  Toshiba  and  Chromatic  Research,  Inc., 
this  little  powerhouse  delivers  all  the 
advanced  functions  that  previously  required 
multiple  add-on  boards.  Amazed?  Don't  be. 
Just  call  1-800-879-4963. 


Toshiba  Multimedia 
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IILL  DEMOCRATS  ARE  READY  TO  RUMBLE 
VITH  GINGRICH— AND  CLINTON   

more  diplomatic  after  being  reelected  as  Minority  Leader 
on  Nov.  18,  pleading  with  Republicans  to  "meet  us  in  the  mid- 
dle." But  then  he  lacerated  the  GOP  for  favoring  "deep,  dis- 
abling cuts  in  Medicare  and  education."  Meanwhile,  House  Mi- 
nority Whip  David  E.  Bonior  (Mich.)  is  turning  up  the  heat  on 
ethics  complaints  against  Gingrich. 

When  they're  not  playing  antagonist,  Democrats  hope  to 
have  a  say  in  policy  by  pushing  popular  middle-class  issues. 
Atop  the  list  are  education  initiatives,  including  tax  breaks  for 
college  tuition,  additional  funding  for  school 
computers  and  literacy  programs,  and  federal 
aid  to  rebuild  crumbling  school  buildings. 
Other  legislative  priorities:  preventing  cor- 
porations from  raiding  employee  pension 
funds,  prohibiting  insurance  companies  from 
ordering  outpatient  mastectomies,  preserving 
food-stamp  benefits  for  ex-welfare  recipients, 
and  requiring  U.  S.  allies  in  Europe  and  Asia 
to  pay  a  greater  share  of  defense  costs. 
MASS  EXODUS?  Democrats  know  they  must 
chalk  up  some  wins  before  1998.  Historically, 
a  second-term  President's  party  suffers  big 
losses  in  midterm  congressional  elections. 
Also,  Dems  face  a  likely  mass  exodus  of  vet- 
erans who  chose  to  stick  it  out  in  '96  hoping 
for  a  party  triumph.  Potential  retirees  in- 
clude once-powerful  committee  chairmen  John 
D.  Dingell  of  Michigan  (Commerce),  Henry 
B.  Gonzalez  of  Texas  (Banking),  George  E.  Brown  Jr.  of  Cali- 
fornia (Science),  Lee  H.  Hamilton  of  Indiana  (International 
Relations),  and  J.  Joseph  Moakley  of  Massachusetts  (Rules). 

Retirement  may  prove  a  handy  escape  from  the  humiliation 
of  continued  minority  status.  But  other  senior  Democrats 
see  guerrilla  warfare  as  a  more  effective  antidote.  It  won't  be 
popular  with  Hill  Republicans  or  the  Democrat  in  the  White 
House,  but  it's  the  only  survival  strategy  they've  got. 

By  Richard  S.  Dunham 


oping  to  capitalize  on  Bill  Clinton's  big  lead.  Newt  Gin- 
■grich's  unpopularity,  and  millions  spent  by  unions  and  en- 
vironmental groups,  House  Democrats  went  all  out  to  re- 
in their  majority.  Now  that  they've  fallen  short — and  face 
ars  of  wandering  in  the  wilderness — Hill  Democrats  are 
king  a  cue  from  the  aggressive  script  Gingrich  used  to 
stabilize  ruling  Dems  in  the  early  '90s. 
It's  a  variation  of  the  "triangulation"  scheme  Clinton  used 
it  spring,  seizing  the  political  center  by  casting  himself  as  the 
fender  of  moderates  alienated  by  both  lib- 
al  Democrats  and  GOP  hard-liners.  Now, 
)use  Democrats  hope  to  pose  as  defenders 
working-class  Americans,  caught  in  the 
utal  game  of  budget  balancing  that  com- 
omiser  Clinton  may  play  with  the  Hill  ma- 
■ity.  If  the  President  tries  to  cut  a  politi- 
Qy  risky  deal  with  Republicans,  the  Dems 
U  attack  the  GOP  on  issues  where  they're 
lnerable:  Medicare  spending,  environmen- 
I  protection,  and  aid  to  education.  "If  they 
ahead  with  an  extremist  agenda,  we're  go- 

I  to  clean  their  clocks,"  vows  Representa- 
'e  George  Miller  (D-Calif.). 
>  DEALS.  That's  bad  news  for  Clinton,  who 

II  want  to  work  with  Congress  to  cement 
3  role  as  a  centrist  leader  and  seal  his 
ice  in  history.  But  House  Democrats  are  GEPHARDT:  Cozy 
)re  concerned  about  the  next  election.  In-  ~ 

ed,  their  situation  resembles  the  gop's  in  1990,  when  House 
apublican  firebrands  led  by  Gingrich  assailed  President 
ish  for  cutting  a  tax-hiking  budget  deal  with  a  Democratic 
mgress.  Newt's  strategy  contributed  to  Bush's  1992  de- 
it  but  paved  the  way  for  the  1994  gop  Hill  sweep. 
Now  that  they're  on  the  sidelines,  veteran  House  Demo- 
ats  feel  no  obligation  to  cut  deals.  "None  whatsoever,"  says 
jpresentative  Barney  Frank  (Mass.).  "There's  much  less 
essure  on  the  minority."  Richard  A.  Gephardt  (Mo.)  was 


then  attack 


CAPITAL  WRAPUP 


SYBERTRAPE,  CLINTON  STYLE 

*  Doing  business  on  the  Internet  is 
itill  a  novelty.  But  a  new  Clinton 
\dministration  proposal  aims  to  make 
he  global  network  a  prime  arena  for 
>oosting  trade  in  U.  S.  services  and 
software.  The  initiative,  to  be  unveiled 
>n  Nov.  25,  calls  for  new  Info  Highway 
Tiles,  including  keeping  it  a  duty-free 
tvenue  for  commerce.  Currently,  trade 
m  the  Net  is  hobbled  by  a  lack  of 
global  standards  for  electronic  con- 
Tacts,  signatures,  and  the  like.  The 
!}lintonites  are  championing  a  uniform 


code  that  would  facilitate  electronic 
sales  with  few  government  rules. 

The  Administration  hopes  to  pre- 
empt moves  by  other  nations  that  could 
gum  up  the  Internet  with  red  tape, 
taxes,  and  tariffs.  "The  role  of  govern- 
ment is  to  create  a  predictable  legal 
environment,  not  to  regulate  trade 
on  the  Net,"  says  a  top  U.  S.  official. 

The  proposal  is  the  brainchild  of 
White  House  adviser  Ira  C.  Magaziner, 
a  trade  and  technology  expert  who 
took  a  beating  from  business  over  his 
failed  1994  plan  to  overhaul  the  na- 
tion's health-care  system.  But  high- 


tech execs  are  cheering  Magaziner's 
latest  handiwork.  "It's  amazingly  sensi- 
ble," says  cybermaven  Esther  Dyson, 
president  of  EDVenture  Holdings. 

It's  also  an  enormous  challenge.  Is- 
sues ranging  from  taxing  electronic 
transactions  to  ensuring  a  secure  pay- 
ments system  have  to  be  ironed  out. 
And  that  will  require  arduous  global 
negotiations.  But  if  Magaziner's  plan 
prevails,  America's  world-beating  soft- 
ware, entertainment,  and  business-ser- 
vice exporters  could  reap  a  new  bo- 
nanza trading  on  the  I-way. 

By  Amy  Bonus 
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YOUR  CAREER  IS  RESULTS-ORIENTED 


YOUR  COMPANY  IS  RESULTS-ORIENTED 
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YOUR  WEDSITE  IS...UH  OH 


Your  website  should  be  more  than  just 
an  electronic  bulletin  board.  It  should 


be  a  real  place  where  you 
can  conduct  real  business. 

Enter:  Domino™  from  Lotus.  Domino  is 


Domino 


a  snap  with  application  templates  to 
register  site  visitors  and  even  set  up 
threaded  discussions. 


the  only  true  interactive  web  application 
server  that  helps  your  business  get  the 
most  out  of  the  web. 

While  it  delivers  corporate  product 
and  marketing  informa- 
tion like  Microsoft's®  or 
Netscape's®  web  servers,  Domino  provides 
the  easiest  way  for  customers  to  find 
the  information  they  want  quickly  with 
site-sort-on-the-fly  features. 

And  it  makes  interacting  with 
employees,  customers  and  suppliers 


Yet  its  benefits  don't  stop 
there.  Domino  is  also  secure  so  you 
have  flexibility  over  who  sees  what. 
And,  importantly,  who  doesn't  see  what. 
It  automates  workflow  processes  like 
lead  generation,  resume  tracking  and 
customer  service -so  you  can  act  on 
information,  not  just  read  it. 

Best  of  all,  Domino  is  built  on  the 
world's  most  powerful  platform  for  business 
applications:  Lotus  Notes.® 

Domino.  It's  all  business.  For  more  infor- 


mation, visit  our  website  at 
http://domino.lotuS.com.    Working  Together* 


Lotus. 


For  more  information,  call  1-800-828-7086,  ext.  C461.  ©1996  Lotus  Development  Corporation,  55  Cambridge  Parkway,  Cambridge,  MA  02142.  Lotus  Notes  and  Working 
Together  are  registered  trademarks  and  Domino  is  a  trademark  of  Lotus  Development  Corporation.  All  company  names  are  registered  trademarks  of  their  respective  companies. 
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As  the  miracle  economies 
slow  down,  their  hidden 
problems  start  to  appear 


J 


EDIFICE  COMPLEX 

Shanghai  has 
wasted  some  of 

its  wealth  on 
barely  occupied 

office  towers 


For  decades,  they've  been  known  as  the  "flying  geese." 
At  the  head  of  the  flock  was  Japan,  blazing  new  routes 
and  passing  its  wealth,  industries,  and  experience  on  to 
the  new  East  Asian  "miracle  economies"  that  followed  in 
5  tailwind.  Those  included  South  Korea  and  Taiwan,  which  at 
•st  made  shoes  and  garments,  then  graduated  to  heavy  in- 
istry  and  electronics.  Close  behind  were  Thailand,  Malaysia, 
dina,  and  the  other  nations  of  the  region.  East  Asia  seemed 
ipervious  to  recession,  producing  strong  growth  rates  by  fo- 
ising  on  manufacturing  exports  and  mobilizing  their  im- 
ense  pools  of  savings  and  cheap  labor. 
Today,  this  simple  model  isn't  working  so  neatly.  Japan  is 
ruggling  to  emerge  from  four  years  of  stagnation.  South 
orea,  beset  by  a  slump  in  key  exports,  is  questioning 
hether  its  days  as  an  industrial  powerhouse  are  fading.  In 


Singapore  and  Thailand,  where  stock  markets  have  been 
pummeled  and  growth  forecasts  slashed,  planners  wonder 
whether  they  have  the  workers  and  managers  required  to 
make  the  next  leap  into  knowledge-intensive  industries.  In  al- 
most every  country,  trade  balances  have  deteriorated  and 
growth  fore- 
casts have 
been  shaved 
by  as  much 
as  two  per- 
centage points.  In  China,  there's  even  debate  that  its  average 
10%  annual  growth  rate  has  been  way  overstated. 

Two  decades  into  one  of  history's  greatest  economic  booms, 
the  region  is  getting  a  reality  check.  The  problems  that  have 
long  been  obscured  by  go-go  growth  are  suddenly  smack  in 


Cover  Story 
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everyone's  face.  Labor  costs  are  rising  much  faster  than  the 
region's  productivity.  Many  of  the  best-known  private  corpo- 
rations are  generating  huge  sales  but  little  or  no  profits. 
The  race  for  manufacturing  dominance  has  led  to  overbuilding 

in  almost  every  key 
industry,  including  au- 
tos  and  semiconduc- 
tors. School  systems 
aren't  producing  enough  innovative  technicians  and  man- 
agers needed  for  the  push  into  higher-value-added  indus- 
tries. A  sophisticated  middle  class  is  growing  fed  up  with  pol- 
lution, bad  housing,  poor  infrastructure,  and  corruption. 
THORNY  ISSUES.  A  few  years  ago,  some  economists  such  as 
Stanford  University's  Paul  Krugman  argued  that  East  Asia 
was  good  at  mobilizing  cheap  labor  and  foreign  capital  but 
lacked  the  productivity  and  innovation  to  guarantee  contin- 
ued growth.  As  the  region  exhausted  these  "inputs,"  King- 
man asserted,  growth  would  hit  a  wall  and  the  Asian  mira- 
cle would  vanish. 

Such  naysayers  were  shouted  down.  But  now,  prominent 
Asians  are  voicing  the  same  fears,  and  policymakers  are  stall- 
ing to  tackle  these  thorny  issues.  As  a  result,  a  rethinking  is 
under  way  of  many  of  the  policies,  strategies,  and  even  values 
that  have  been  at  the  core  of  East  Asia's  rise.  Schools  stressing 
rote  memorization,  rigid  curriculums,  and  obedience  to  au- 
thority have  produced  disciplined  and  politically  docile  workers. 
Now,  they  are  seen  as  inadequate.  Financial  systems  that 
guide  savings  to  powerful  corporations,  rather  than  dynamic 
new  entrepreneurs,  need  an  overhaul. 

How  different  countries  handle  the  new  challenges  could 
well  determine  the  winners  and  losers  of  East  Asia's  next 
stage  of  development.  The  winners  will  no  longer  gauge  suc- 
cess exclusively  by  the  growth  of  gdp  but  will  also  take  into 
account  their  development  of  human  capital.  The  losers  will 
keep  going  for  the  easy  gains— and  be  stuck  in  low-tech  in- 
dustries with  truncated  growth  prospects. 

ASIA'S  BIGGEST  OBSTACLES 

OVERCAPACITY  The  region  is  overbuilding  in  such 
manufacturing  areas  as  autos,  semiconductors,  con- 
sumer electronics,  and  chemical  processing. 

WEAK  CAPITAL  MARKETS  Capital  is  channeled  too 
often  to  state-owned  companies  or  private  conglomer- 
ates. Small  businesses  are  starved  for  funds. 

RISING  COSTS  Tight  labor  markets  are  pushing  up 
wages,  while  rising  affluence  is  increasing  demand  for 
goods  and  housing. 

POOR  INFRASTRUCTURE  Asia  needs  better  highways, 
pollution  control,  port  facilities,  and  power  plants. 

WIDESPREAD  CORRUPTION  It  hampers  small  busi- 
nesses and  scares  off  some  foreign  investors. 

INADEQUATE  TRAINING  Some  countries  have  poor 
elementary  schools,  while  others  cannot  teach  workers 
to  act  innovatively. 

DATA:  BUSINESS  WEEK 

Multinationals  from  outside  the  region  will  feel  the  shakeout 
as  well.  Many  U.  S.  and  European  corporations  have  staked 
their  plans  for  future  profits  on  Asia's  insatiable  appetite  for 
autos,  telecom  equipment,  and  power  plants.  Slow  growth 
means  more  competition  and  lower  profits.  Latecomers  to 
the  Asian  game  are  finding  fewer  chances  for  huge  returns. 

Asian  governments  do  have  time  to  initiate  the  reforms 
needed  to  coax  more  wealth  from  their  maturing  economies. 
With  savings  among  the  world's  highest  and  an  enormous 


emerging  consumer  class,  East  Asian  countries  will  probabh 
keep  growing  at  5%  to  8%  for  another  decade,  double  thi 
rate  of  the  West.  And  there  are  signs  of  a  rebound  from  thi; 
summer's  deep,  regionwide  plunge  in  export  growth,  whic! 
was  worsened  by  a  global  electronics  slump  and  currenc; 
fluctuations. 

But  no  one  should  expect  a  return  of  the  almost  limitles 
optimism  about  Asia  that  existed  just  three  years  ago.  Bad 
then,  the  exhilaration  of  boom  times  was  hard  to  miss.  Entiri 
cities  were  rising  out  of  rice  fields  up  and  down  China' 
coast.  Rough-and-tumble  ethnic  Chinese  tycoons  were  build 
ing  sprawling  corporate  empires.  Big  markets  such  as  Viet 
nam  were  just  opening  up. 

For  investors,  there  were  almost  too  many  opportunities  t( 
choose  from.  General  Electric,  at&t,  and  Royal  Dutch/She! 
Group  mapped  multibillion-dollar  strategies  to  tap  a  marke 
that  had  an  insatiable  demand  for  everything.  Foreign  capita 
flowed  into  bull  markets  from  Bangkok  to  Jakarta.  "Any 
where  you  dipped  your  oars,"  recalls  George  Baeder,  presi 
dent  of  Hong  Kong-based  Pacific  Rim  Consulting  Ltd.,  whicl 
advises  numerous  multinationals,  "you  got  growth  of  30%." 
MAJOR  HEADACHES.  Now,  with  a  few  exceptions  such  as 
Hong  Kong,  most  of  those  bourses  are  still  trading  near  or  fai 
below  their  highs  of  1993,  and  the  Dow  Jones  industrial  av- 
erage has  risen  by  more  than  50%  in  the  same  period.  Grant- 
ed, investment  rates  are  still  impressively  high,  but  it's  alsc 
clear  as  you  cruise  sprawling  new  districts  outside  Shanghai 
Bangkok,  and  Guangzhou  that  much  of  the  newfound  wealth 
has  been  wasted  on  glistening  office  towers,  industrial  estates 
and  high-rise  condominiums  that  are  barely  occupied.  Foreigr 
companies  are  also  feeling  the  squeeze  in  Beijing,  Hong 
Kong,  Seoul,  Singapore,  and  Taipei,  which  are  now  more  ex- 
pensive places  to  do  business  than  New  York. 
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For  ordinary  Asians,  rising  incomes  represent  well-earned 
agress.  Their  interests,  after  all,  were  long  ignored  in  the 
igle-minded  pursuit  of  growth.  But  for  the  manufacturers 
it  generate  most  of  Asia's  export  wealth,  the  changes  pose 
ijor  headaches. 

The  experience  of  disk-drive  maker  Seagate  Technology 
provides  a  vivid  illustration  of  the  new  realities.  A  decade 
o,  the  industrial  estates  in  Penang,  Malaysia,  became  a 
inufacturing  mecca  for  Seagate  and  other  high-tech  giants, 
inks  to  superattentive  local  officials,  unbeatable  tax  breaks, 


LABOR  COSTS 

Higher  wages 
for  Thai  workers 
make  the 
country  less 
competitive 


subsidized  training  institutes,  and 
an  abundance  of  fast-learning  work- 
ers making  less  than  $1  an  hour. 
Today,  hundreds  of  thousands  of 
Malaysians  assemble  everything 
from  Intel  microprocessors  to  Dell 
computers. 

Now,  with  unemployment  around 
2%  in  Malaysia,  wages  overall  are 
growing  twice  as  fast  as  produc- 
tivity. To  staff  its  seven  futuristic 
Malaysian  plants,  Seagate  has  100  buses  shipping  in  young 
women  from  villages  as  far  as  two  hours  away  each  day. 
Managers  scour  rural  Indonesia  for  recruits.  To  boost  pro- 
ductivity without  adding  staff,  Seagate  actually  flies  Malaysian 
workers  earning  $10  a  day  all  the  way  to  Bloomington,  Minn., 
to  learn  to  how  to  ran  the  latest  robots.  "We  are  growing  as 
fast  as  the  labor  market  will  allow,  but  that  isn't  enough," 
says  Penang  Seagate  Industries  Managing  Director  Timo- 
thy Harris. 

As  they  race  to  develop  their  industrial  clout,  these  nations 
are  creating  other  problems.  Overcapacity  looms  in  such  key 
areas  as  petrochemicals,  consumer  appliances,  passenger  cars, 
and  chips.  The  region  has  based  its  strategy  on  the  experi- 
ence of  Japan,  South  Korea,  and  Taiwan,  which  graduated  to 
higher  value-added  industries  through  skillful  use  of  protection 
and  subsidy  after  losing  competitiveness  in  garments,  shoes, 
and  toys.  East  Asia  doesn't  need  all  these  refineries  and  car 
plants.  But  policymakers  seem  oblivious  to  what  their  neigh- 
bors have  been  building  so  furiously. 

A  CARMAKER  "BLOODBATH."  In  petrochemicals,  Indonesia,  Thai- 
land, China,  Taiwan,  and  South  Korea  all  are  sinking  billions 
into  sprawling  complexes.  This  year,  a  chemicals  glut  pushed 
prices  down  by  36%,  walloping  Asian  producers.  Yet  the  build- 
ing binge  rages  on.  South  Korea,  already  accused  by  its  neigh- 
bors of  dumping,  has  three  huge  petrochemical  plants  under  de- 
velopment and  three  more  on  the  drawing  board.  They  include 
plants  by  giants  Hyundai  Corp.  and  Samsung  Group.  "Once 
Samsung  and  Hyundai  get  into  petrochemicals,  they  will  over- 
build like  they  do  in  autos,"  says  McKinsey  &  Co.  chemical  con- 
sultant Steve  Tagtmeier.  "They're  going  to  crash  the  world  mar- 
ket." Kim  Tae  Han,  strategic  planning  manager  for  Samsung's 
chemical  group,  is  unfazed:  "To  compete  with  European  and 
U.  S.  companies,  we  need  to  expand." 

A  similar  situation  is  shaping  up  in  autos,  another  export 
status  symbol  for  aspiring  Tigers.  Malaysia  already  has  a 
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protected  national  carmaker  that  wants  to  churn  out  500,000 
of  its  Proton  sedans  by  2000.  Thailand's  capacity  is  expected 
to  more  than  double,  to  1.5  million,  in  five  years.  Indonesia  re- 
cently announced  its  own  "national  car"  program,  between 
South  Korea's  Kia  Motors  Corp.  and  one  of  President  Suhar- 
to's sons,  that  will  receive  special  breaks  on  fees  and  tariffs. 
China,  with  a  domestic  market  of  370,000  cars,  already  has 

five  major  auto  ven- 
tures, and  Beijing  may 
still  develop  an  all-Chi- 
nese "people's  car." 
Even  Vietnam,  whose  domestic  market  has  less  than  10,000 
cars,  authorized  11  assembly  plants.  In  India,  where  more  than 
15  foreign  ventures  have  been  approved,  Chiysler  ceo  Robert 
J.  Eaton  predicts  a  "bloodbath."  Says  Volkswagen  Asia  Pres- 
ident Martin  Posth,  who  runs  a  successful  vw  venture  in 
Shanghai:  "I  can't  believe  all  these  projects  will  fly."  The  ra- 
tional thing  would  be  for  different  Asian  countries  to  special- 
ize in  certain  vehicles  and  components,  and  trade  these  with 
one  another.  But  most  neighbors,  determined  to  protect  their 
industries,  drag  their  heels  on  market  access. 

An  edifice  complex  also  afflicts  Asia's  semiconductor  in- 


dustry, where  manufacturers  are  scrambling  to  find  the  ta\M 
to  staff  their  plants.  South  Korea  has  emerged  as  a  giantl 
memory  chips,  Taiwan  and  Singapore  in  silicon-wail 
foundries,  and  Malaysia  in  semiconductor  packaging  for  tfl 
likes  of  Intel,  Motorola,  Texas  Instruments,  and  Westel 
Digital.  Yet  despite  this  year's  82%  crash  in  prices  for  ol 
namic  random-access  memory  chips  (drams),  Taiwan  is  buil 
ing  a  dozen  new  $1  billion  silicon-wafer  plants.  Many  of  tl 
entrants  are  giant,  cash-rich  companies  such  as  Formol 
Plastic  Group  and  Hualon  Textile  that  made  their  billions  I 
old-line  industries.  Singapore  wants  to  lure  20  wafer  fall 
Malaysia  is  even  building  wafer  fabs  at  a  site  cleared  frdl 
jungle  on  the  remote  island  of  Borneo. 
LOWER-WAGE  HAVENS.  The  world  cannot  absorb  this  much  J 
parity.  What's  more,  operating  skills  are  wanting  at  some  I 
these  ventures.  "A  lot  of  these  companies  are  growing  fal 
but  they  don't  seem  to  be  doing  enough  to  put  managemel 
in  place,"  says  Ron  Jones,  a  Taiwan-based  semiconductl 
consultant.  "Even  if  you  emptied  the  Bay  Area  of  engineel 
you  would  have  a  hard  time  staffing  all  the  wafer  fabs  goil 
up  in  Asia."  Jones  predicts  a  shakeout  soon,  with  players  sul 
as  Taiwan  Semiconductor  Manufacturing,  Singapore's  Ch 
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STRENGTHS 

WEAKNESSES 

CHINA 

Will  continue  to  dominate  light  and  medium-tech  industries 
because  of  its  enormous  domestic  market,  pool  of  engineering 
talent,  and  ability  to  keep  manufacturing  wages  low  by 
tapping  workers  from  the  impoverished  hinterland. 

Failure  to  reform  and  privatize  state  enterprises  will  hobble  com- 
petitiveness in  heavy  industries  and  high  tech.  Many  entrepre- 
neurs may  hit  the  wall  without  easier  access  to  capital.  Beijing's 
policies  make  it  hard  for  non-China  companies  to  make  money. 

HONG  KONG 

Will  continue  to  thrive  as  the  trading,  financial,  and  man- 
agement center  of  Greater  China  because  of  open  business 
climate,  skilled  workforce,  and  top-rate  infrastructure. 

Skv-hiph  real  estate  nrires  could  hamner  orowth  Neelifihle 
R&D  makes  manufacturing  vulnerable.  Handover  to  China 
could  weaken  legal  system  and  dull  edge  as  media  center. 

INDONESIA 

Will  continue  to  grow  in  light  industry  due  to  enormous 
supply  of  cheap  labor.  Abundant  natural  resources  give  it 
an  edge  in  oil  and  timber. 

Heavily  protected  local  producers  of  cars  and  electronics 
poorly  positioned  for  freer  trade.  Low  labor  costs  offset  by  red 
tape,  corruption,  and  poor  infrastructure. 

MALAYSIA 

Should  continue  as  Southeast  Asia's  favored  manufacturing 
and  design  hub  for  multinationals  because  of  highly 
skilled  workforce  and  attentive  government. 

Costs  are  rising  twice  as  fast  as  productivity.  Acute  shortages 
of  production  workers  and  engineers  are  developing.  Few 
globally  competitive  domestic  manufacturers  are  emerging. 

PHILIPPINES 

Surplus  of  literate,  English-speaking  workers  and  engineers, 
and  abundance  of  cheap  land  is  drawing  investment  in 
electronics  and  auto  parts.  Due  to  open  society,  also  rich  in 
creative  talent  required  for  media  and  marketing. 

Terrible  infrastructure  outside  of  Manila  makes  most  of  the 
country  unviable  as  a  production  base.  Labor-intensive  assem- 
bly work  is  threatened  by  low  productivity.  Too  weak  in  sciences 
to  be  major  R&D  hub. 

SINGAPORE 

Will  remain  a  prime  multinational  hub  because  of  first-rate 
facilities,  training  institutes,  skilled  workforce,  and  lack 
of  corruption.  Big  government  subsidies  in  science  give 
it  an  edge  in  research  and  development. 

High  costs  and  small  domestic  market  could  curb  expansion. 
Few  indigenous  manufacturers  successful  overseas.  Rigid 
social  controls,  rote  education,  and  limits  on  media  hamper 
drive  to  nurture  entertainment  and  design  industries. 

SOUTH  KOREA 

Giant  business  groups  have  the  capital,  critical  mass, 
and  engineering  to  compete  globally  in  semiconductors, 
petrochemicals,  and  cars. 

Fixation  of  big  groups  on  commodity  products  hinders 
competitiveness  in  fast-changing  markets  like  computers 
and  software.  Costs  are  soaring. 

TAIWAN 

Superior  engineering  and  managerial  talent  and  nimble 
manufacturers  will  preserve  its  edge  in  computer, 
telecom,  and  multimedia  equipment. 

High  costs,  traffic  congestion,  restrictions  on  expatriates, 
and  lack  of  direct  trade  with  China  make  it  unlikely  Taipei 
will  emerge  as  a  regional  hub  for  multinationals. 

THAILAND 

Southeast  Asia's  most  advanced  production  base  for  cars. 
Strong  ties  with  leading  Japanese  multinationals.  Sophis- 
ticated private  telecom  companies  and  a  free  press 
could  position  it  well  for  media  industries. 

Rising  wages  driving  out  labor-intensive  industries,  while 
shortages  are  developing  in  technicians  and  managers. 
Corrupt  and  unstable  political  system  makes  it  difficult  to 
solve  problems  in  infrastructure  and  education. 

VIETNAM 

Big  pool  of  cheap,  literate,  hardworking  labor  ideal  for  light 
industry.  Good  potential  for  high-tech  industries.  Large, 
virtually  untapped  domestic  markets. 

Communist  Party's  failure  to  enact  reforms  makes  foreign 
investment  too  difficult.  Physical  infrastructure  is  woefully 
inadequate.  High  taxes  and  corruption  offset  low  wages. 
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tered  Semiconductor  Manufacturing,  and  South 
Korean  packaging  giant  Anam  Industrial  Co. 
taking  over  the  losers. 

The  growing  skill  shortage  raises  the  prospect 
of  a  widening  gap  between  the  region's  economies. 
In  Southeast  Asia,  schooling  is  far  below  the 
standards  of  first-wave  Tigers  such  as  Hong 
Kong,  Singapore,  South  Korea,  and  Taiwan.  The 
impact  is  being  felt  in  Thailand,  the  world's 
fastest-growing  economy  over  the  past  three 
decades.  Behind  the  plunge  in  export  growth,  expected  to  be 
a  meager  3%  this  year,  vs.  23%  in  1995,  is  an  exodus  of  gar- 
ment, shoe,  and  toy  plants  to  lower-wage  havens  such  as 
China,  Vietnam,  and  Burma.  But  Thailand  has  an  acute  and 
growing  shortage  of  engineers.  It  needs  more  of  them  to 
stay  competitive  in  industries  such  as  electronics,  machinery, 

and  specialty  steel. 
Says  Thailand  Devel- 
opment Research  In- 
stitute economist  Wis- 
arn  Pupphavesa:  "We  haven't  done  the  groundwork  to  upgrade 
oar  industries  to  the  next  level." 

Poor  use  of  resources  is  largely  to  blame.  Bangkok  has 
slews  of  shopping  malls  and  luxury  condos.  yet  primary 
schools  in  rural  areas,  where  most  of  the  population  lives,  are 
pathetically  poor.  Only  60%  of  Thai  workers  have  more  than 
the  compulsory  six  years  of  education.  Universities  also  are 
strapped  for  funds. 

RED  TAPE  AND  CRONYISM.  Other  Southeast  Asian 
countries  are  even  less  conducive  to  high-tech  in- 
dustry. In  Indonesia,  where  education  standards 
are  worse  than  in  Thailand,  investors  face  the 
added  headaches  of  pervasive  corruption,  red  tape, 
and  the  cronyism  of  the  Suharto  family.  While 
literacy  and  primary  education  are  good  in  im- 
poverished Vietnam,  most  serious  investors  have 
written  it  off  for  nowT  because  of  its  dismal  uni- 
versities and  Hanoi's  failure  to  enact  critical  legal, 
financial,  and  bureau- 

EDUCATION 

Vietnam's  poor 
universities 
scare  away 
investors 


MANAGERS 

The  region  faces 

a  shortage  of 
strong  executive 
talent 


severest  in  conglomerates  run  by  the  ethnic 
nese  tycoons  who  dominate  business  in  ev< 
Asian  country  outside  Japan  and  South  Korea,  i 
the  early  1990s,  Asia  was  their  oyster.  Relying  I 
their  unparalleled  connections  and  ability  to  invj 
or  raise  millions  of  dollars  with  a  few  phone 
magnates  such  as  Hong  Kong's  Gordon  Y.  S. 
Li  Ka-Shing,  and  Peter  Woo.  Malaysia's  Rob<| 
Kuok.  and  Thailand's  Dhanin  Chiaravanont  cril 
crossed  the  region,  landing  megadeals  in  propj 
ty.  telecom,  infrastructure,  and  broadcasting, 
ers  took  advantage  of  China's  opening  to  snap 
factories  producing  everything  from  beer  and 
per  to  electrical  machinery. 
UNDER  THE  HOOD.  Today,  many  of  their  busing 
groups  rank  among  the  world's  biggest  in  ter 
of  market  capitalization  and  growth.  But  lc 
under  the  hood,  and  management  often  is  a  meJ 
"On  the  one  hand,  they  have  the  entrepreneul 
alism  and  drive,'-  says  McKinsey's  Hong  Kor| 
based  director.  Trevor  Mac-Murray.  "But  they' 
gone  too  far  too  fast  and  haven't  really  invest] 
in  management  systems  required  to  understaj 
those  businesses."  Many  of  the  first  wave  of 
neers  are  likely  to  get  pushed  aside  by  mult' 
tionals.  In  October,  Hong  Kong's  beleaguer 
Gordon  Wu,  who  has  troubled  mass-transit 
highway  projects  in  Thailand  and  China, 
nounced  plans  to  sell  80%  of  his  Asian  pow 
— —         plant  business  to  Atlanta-based  Southern  Co. 

A  dearth  of  management  skills  is  also  an 
stacle  for  East  Asian  companies  that  attempt  to  globa' 
Acer  Inc.,  Taiwan's  $6  billion  computer  and  semiconductor 
ant,  has  no  problem  finding  managers  for  its  factories  at  ho 
But  with  35  overseas  factories  and  a  major  push  under  way 
diversify  into  such  "information  appliances"  as  Internet  te 
\ision,  set-top  boxes  and  digital  cameras,  local  talent  is  t 
"Taiwan's  consumer-appliance  companies  do  not  have  the 
pability  to  ran  global  operations,"  says  Simon  Lin,  CEO 
Acer's  information-products  unit.  So,  Acer  is  handing  e 
more  managerial,  financial,  and  marketing  autonomy  to  locals 
its  foreign  units. 

Another  surprising  problem  is  how  parochial  some  Asi 
managers  are.  Singapore  companies — pushed  by  the  gover 
ment,  which  fears  growth  on  the  island  of  3  million  will  st 
unless  its  corporations  globalize — have  pumped  more  th; 
$16  billion  into  markets  such  as  China,  Vietnam,  Burma,  ar 
India.  But  an  acute  scarcity  of  Singaporean  managers  willii 
to  live  overseas  puts  these  investments  at  serious  risk.  "Si 


cratic  reforms. 

Government  institu- 
tions are  not  alone 
in  needing  reform. 
Dealing  with  growing 
pains  is  a  daunting 
challenge  for  Asia's 
corporations,  too.  Man- 
agement strains  are 
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you  to  a  better 
way  to  meet  the 
business  challenges  you  face,  everyday. 
Company-wide  meetings.  Last  minute 
changes.  Fast  turnarounds.  So  what's 
the  solution?  The  Corporate  Line  of 
high-volume  copiers  from  Canon. 

In  today's  fast-paced  business 
environment,  you  need  the  most 
advanced  systems  to  simplify  your 
operation.  That's  where  The  Corporate 
Line  comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give  you 
the  power  and  speed  you  need  in  a 
central  reproduction  environment.  And 
yet  they're  so  user-friendly,  they  can 
be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and  finish- 
ing capabilities,  you'll  see  the  impact 
our  Corporate  Line  copiers  can  make 
on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  can 
expect  the  reliability  and  durability 
that  has  made  Canon  the  industry 
leader  for  the  last  14  years.  Each 
machine  is  specifically  designed  to 
maximize  your  company's  produc- 
tivity and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of  high- 
volume  copiers.  For  more  information, 
call  1-800-OK-CANON  anytime,  or 
visit  us  at  http://www.usa.canon.com 
on  the  Web. 
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gaporeans  are  used  to  following  the  straight  and  narrow  path 
at  home,"  says  Aran  Mahizhnan  of  Singapore's  Institute  of  Pol- 
icy Studies.  "When  they  go  abroad,  they  find  a  labyrinth."  So 
now,  the  push  is  on  to  find  local  managers  overseas  and  even 
draw  them  from  places  such  as  the  Philippines  and  India. 

Nowhere  is  the  management  crisis  more  serious  than  among 
China's  100,000  state  enterprises.  Despite  numerous  reform  cru- 
sades and  10%  average  gdp  growth  for  the  past  four  years, 

losses  and  bad  debts 
are  reaching  stagger- 
ing new  levels.  Some 
40%  are  spilling  red 
ink,  whether  they  make  paper,  chemicals,  steel,  or  TVs.  In 
most  cases,  the  problems  relate  to  overproduction  and  ineffi- 
ciencies. Even  the  wild  enthusiasm  over  China's  infant  stock 
markets  in  the  early  1990s  didn't  help,  since  dozens  of  compa- 
nies that  went  public  wasted  their  new  funds  on  misguided 
property  and  financial  investments.  Says  Li  Jiahao,  president  of 
the  China  Europe  International  Business  School  in  Shanghai: 
"We  have  squandered  a  decade  of  opportunity." 

Meanwhile,  unproductive  state  enterprises  lap  up  70% 
of  all  bank  lending.  More  nimble  state  and  village  enterprises 
and  new,  privately  owned  factories  contribute  most  of  Chi- 


na's growth.  But  they  are  forced  to  raise  funds  from 
local  governments,  friends,  or  foreigners. 

Reform  of  financial  markets  is  urgently  needed 
throughout  the  region,  since  the  inflow  of  foreign  mon- 
ey may  slow.  Previous  waves  of  investment  were  dri- 
ven by  rises  in  the  U.  S.  dollar,  and  then  the  yen,  as 
U.  S.  and  Japanese  manufacturers  scrambled  into 
cheaper  export  bases  in  China  and  Southeast  Asia. 
Some  70%  of  Japan's  $11.7  billion  in  investment  last 
year  in  Asia  went  into  manufacturing. 

Even  though  Asia  will  probably  draw  more  Japanese 
money  when  the  yen  strengthens,  this  time  around  the 
"wave  into  export-related  industries  will  be  much  smaller," 
predicts  Tetsusaburo  Hayashi,  vice-president  of  the  Japanese 
External  Trade  Relations  Organization  in  Bangkok.  Costs  are 
not  as  attractive  as  they  were,  and  many  factories  in  Japan 
are  now  operating  profitably  at  110  yen  to  the  dollar.  "There 
will  be  a  pause  in  manufacturing  investment,"  says  Taizo 
Nishimuro,  president  of  Toshiba  Corp.  "This  slowdown  of 
Japan's  expansion  will  have  a  very  strong  effect  on  Asia." 

Warnings  like  Nishimuro's  are  getting  more  attention  as 
the  realization  is  sinking  in  that  being  the  world's  workshop 
cannot  propel  growth  forever.  Economists  now  argue  that  it 
would  make  more  sense  for  East  Asia  to  ease  its  fixation  on 


exports  and  capital-intensive  industries.  Manufacturing  a 
counts  for  28%.  of  the  U.  S.  economy,  but  it  reaches  43%  in  lj 
donesia,  45%  in  South  Korea  and  Malaysia,  and  a  full  55% 
China.  These  countries  could  unlock  new  reservoirs  of  grow 
if  they  unleashed  private  enterprise  in  such  barely  tapp< 
sectors  as  private  health  care,  media,  and  consumer  finance 
"THINKING"  CONFERENCE.  Switching  economic  gears  requiri 
an  overhaul  of  education  and  training.  In  Penang,  the  goj 
ernment  is  beefing  up  tech  training  programs  for  workers 
everything  from  factory  automation  to  computer-automata 
design.  Penang  figures  it  has  little  choice.  "No  multinational 
owe  us  a  living,"  says  Boonler  Somchit,  executive  director 
the  Penang  Skills  Development  Center.  In  Singapore,  to 
officials  vow  to  reform  the  education  system  to  promote  cri 
ical  discussion  and  individual  initiative.  The  government  wi 
even  host  a  conference  on  "thinking"  next  June  for  2,0(j 
academics,  executives,  and  creativity  gurus.  In  the  future,  d] 
elared  Singapore  Prime  Minister  Goh  Chok  Tong  in  a  r| 
cent  speech,  "what  will  matter  will  be  the  ability  to  think  crl 
atively  and  generate  new  ideas."  Trouble  is,  Goh  admitte^ 
Singaporeans  "are  not  strong  on  innovative  thinking." 

The  most  enlightened  governments  are  also  preparing  for  tl 
impact  of  free  trade  on  the  region.  Indonesia,  the  Philippim 
and  Thailand  have  been  strident  barkers 
the  Asia  Pacific  Economic  Cooperation  f 
rum,  which  aims  to  dismantle  trade  barrie: 
in  the  Pacific  Rim  by  2020.  Singapore  w 
host  the  next  meeting  of  the  World  Trad 
Organization.  True  free  trade  would  correi 
the  overexpansion  in  autos  and  semicondu 
tors  and  other  industries  by  exposing  mam 
facturers  to  open  markets. 

Letting  go  of  industrial  policies  entai 
wrenching  choices.  As  East  Asians  weig 
the  probable  consequences  of  free  trad* 
domestic  industries  are  exerting  pressur 
on  leaders  in  Beijing,  Jakarta,  an 
Bangkok  not  to  open  the  competitive  flooc 
gates  too  early.  "The  problem  with  havin 
a  global  economy  is  that  nobody  know 
the  costs  and  benefits  for  individual  soc 
eties,"  says  economist  Chira  Hongladaroi 
of  Bangkok's  Thammasat  University.  "Hoi 
do  you  decide  which  industries  will  surviv 
when  they  all  have  strong  political  ties?' 

Until  now,  the  autocrats  who  have  dom 
nated  East  Asia  have  not  had  to  make  thes 
difficult  decisions.  By  fostering  low-cost  mar 
ufacturing  and  keeping  a  tight  grip  on  thei 
markets  and  financial  systems,  they  hav 
been  able  both  to  produce  brilliant  economi 
statistics  and  to  keep  themselves  at  th 
helm.  At  the  same  time,  China's  Commi 
nist  Party,  Malaysia's  United  Malays  Ns 
tional  Organization,  the  regime  of  Indonesia 
President  Suharto,  and  successive  governments  in  Thailand  an 
South  Korea  still  dole  out  choice  franchises  and  contracts  to  lc 
cal  businesses  based  on  connections  and  patronage,  thereb 
thwarting  the  emergence  of  dynamic  new  entrepreneurs. 

Tackling  reform  is  especially  hard  while  current-accoun 
deficits  widen  and  anxiety  runs  high.  But  Asians  have  a 
ready  shown  enormous  resilience  in  building  their  economies 
Asian  policymaker's  should  also  learn  from  the  case  of  Japar 
which  never  dealt  properly  with  similar  structural  problem 
and  is  now  paying  the  price.  Although  their  economies  ar> 
still  expanding,  they  cannot  take  continued  growth  for-  grant 
ed.  It  is  time  for  East  Asians  to  chart  a  new  course. 

By  Pete  Engardio  in  Penang,  with  Jonathayi  Moore  it 
Taipei,  Christine  Hill  in  Singapore,  and  bureau  reports 
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COMMENTARY 


ASIAN  PARADOX 

Prosperity  has 
brought  with  it 
a  sense  of 
uncertainty 


By  Pete  Engardio 

ASIA'S  BRIGHT  HOPES  STILL  REST  ON  REFORM 

When  I  arrived  in  Hong  Kong  in 
1990,  the  year  after  the 
Tiananmen  Square  bloodbath 
and  the  onset  of  the  recession  in  the 
U.  S.,  little  did  I  expect  that  over 
the  next  six  years  I  would  witness 
one  of  the  most  dizzying  economic- 
booms  in  history.  By  1992,  all  of 
South  China  was  in  the  midst  of  a 
building  craze  of  Cecil  B.  DeMille 
proportions.  Overnight,  it  seemed, 
Third  World  capitals  such  as 
Bangkok,  Kuala  Lumpur,  Jakarta, 
and  Shanghai  became  citadels  of 
consumerism,  with  automated  teller 
machines  on  every  corner  and  a 
mobile  phone  in  every  other  pocket. 
Across  Southeast  Asia,  Motorola, 
Hewlett-Packard,  Siemens,  and 
Sony  were  erecting  ever  more  daz- 
zling factories  of  the  future.  The 
scale  of  it  all  was  mind-numbing. 

But  even  more  impressive  than  all 
the  exuberance  were  Asia's  economic 
planners.  Whether  visiting  gray  min- 
isterial complexes  in  Beijing  or  musty 
French  Colonial-era  buildings  in 
Hanoi,  I  was  briefed  by  articulate 
technocrats,  all  impeccably  educated 
and  with  a  clear  view  of  what  had  to 
be  done  to  compete  globally.  They 
laid  out  meticulous  master  plans  for 
industry  and  infrastructure.  They  also 
described  how  they  would  bring  their 
nations'  backward  capital  markets,  le- 
gal systems,  and  bureaucracies  into 
the  21st  century. 

TWO  BIG  MYTHS.  Many  of  those  new 
commercial  zones,  factories,  and  air- 
ports are  now  up  and  running.  But 
there  has  been  little  progress  on  the 
other  reforms,  those 
that  involve  the  way 
East  Asian  societies  are 
managed  and  power  is 
wielded.  In  Indonesia, 
the  respected  "Berke- 
ley Mafia"  of  Western- 
trained  officials — who 
pushed    for  greater 
transparency  in  awarding  govern- 
ment contracts  and  business  franchis- 
es— was  sidelined  by  the  family  and 
cronies  of  President  Suharto.  In 
Thailand,  most  of  the  technocrats 
who  tried  to  solve  problems  in  edu- 
cation, state  enterprises,  and  mass 
transit  have  resigned  in  frustration. 
In  China,  financial  and  legal  reforms 
have  been  so  delayed  by  Communist 
Party  elders  that  their  advocates 


now  talk  in  time  frames 
of  20  years,  rather  than 
five.  In  Vietnam,  even 
the  most  basic  reforms 
needed  to  support  foreign 
investment  haven't  got- 
ten off  the  ground. 

The  half-finished  agen- 
da is  now  catching  up 
with  Asia's  leaders.  Au- 
tocrats have  been  willing  to  take  the 
short-term  steps  to  keep  the  boom 
going,  for  instance,  by  throwing 
more  money  into  training  institutes, 
heavy  industry,  and  power  plants. 
But  the  underlying  problems  are  po- 
litical. So  far,  leaders  have  avoided 
reforms  that  would  jeopardize  their 
own  pillars  of  power.  Growth  has 
been  so  high,  in  fact,  that  it  has  eas- 
ily covered  the  enormous  costs  of 
corruption,  cronyism,  and  red  tape. 


Autocrats  have  stymied  Asia's 
transition  to  the  lean,  flexible 
economy  of  the  future 


If  this  year's  deep  export  slump 
does  prove  to  be  an  early  warning 
of  bigger  difficulties,  then  leaders 
must  muster  the  will  to  make  the 
changes  needed  for  a  transition  to 
the  lean,  flexible  economy  of  the  fu- 
ture. That  means  unwinding  the 
nexus  of  power  involving  corrupt 
politicians,  connected  businesspeo- 
ple,  and  financial  institutions.  It  also 
means  daring  to  open  up  rigid  edu- 


cational systems  that 
have  been  designed  to 
stifle  individualism. 

Two  myths  promoted 
by  many  Asian  leaders 
are  that  deference  to  au- 
thority gives  East  Asia 
an  edge  over  the  "deca- 
dent" West  and  that 
high  growth  justifies  so- 
cial sacrifice.  The  first  myth  is  de- 
bunked by  the  case  of  Taiwan, 
which  has  become  a  democracy  and 
has  achieved  unparalleled  success 
among  Asian  Tigers  as  a  hotbed  of 
information-technology  design  and 
entrepreneurialism.  Belying  the  sec- 
ond myth  is  the  decline  in  living 
standards  of  many  Asian  urban 
dwellers,  who  face  skyrocketing 
rents,  choking  pollution,  and  mon- 
ster traffic  jams.  "Higher  income  is 
fine  if  your  life  be- 
comes more  com- 
fortable," says  Wis- 
arn  Pupphavesa,  an 
economist  at  the 
Thailand  Develop- 
ment Research  In- 
stitute. "We  need 
economic  plans  that 
focus  more  on  human  beings." 

The  Asian  economic  miracle  may 
look  less  dazzling  as  the  emphasis 
shifts  from  export  statistics  to  hu- 
man development.  But  after  three 
decades  of  relentless  growth,  that's 
a  luxury  most  of  East  Asia  can  well 
afford. 

Correspondent  Engardio  has  just 
completed  a  five-year  tour  of  Asia. 


How  Will  The  Launch  0 
Mid-range  Computing?  Let's  Jul 


The  Compaq  ProLiant  5000  has  arrived.  all  your  network  servers,  it  saves  you  a  lot 
And  it's  going  to  change  everything  that  lies  more  than  just  shoe  leather. 


in  its  path.  Including  how  you  think  about 
mid-range  computing. 


Maintaining  your  network  is  easier  now, 
too.  Thanks  to  some  cool  new  features  on 


The  ProLiant  5000,  with  its  Pentium*  Pro         Compaq  Insight  Manager,  you  can  get 


processor,  delivers  unprecedented  perfor- 
mance for  mid-range  solutions. 

But  that's  just  the  first 
half  of  the  story. 

In  today's  client/server 
environment,  you  need 
more  than  power  —  vou  need  control.  So  we've 
combined  the  Pentium  Pro  processor  with 
a  concept  we're  calling  Integration  Manage- 
ment. Giving  you  new  tools  to  manage  your 
system  throughout  its  entire  lile  cycle. 


System 

tpmC 

$  per  tpjiiC 

ProLiant  5000 

i.i.TI  i,7 

VIII  'II 

SUN  Ultra  Enterprise  J000 

'  17 

Tamil  in  Integrity  NR/4436 

6313.78 

S493 

Digital  AlphaServer  410(1 

6056.04 

S223 

IBM  RS/6000  J40 

5774  07 

S24, 

HP  9000  Model  K+20 

4939  1  1 

s.M1 

A  lot  ol  companies  claim  lo  offer  the  lowest  cost  of 
ownership.  But  we  have  the  henchmarks  to  prove  it'. 


updates  and  new  software  revisions  via  the 
Internet,  your  modem  or  CD.  And  then 
transfer  them  to  the 
Integration  Server  just 
one  time.  You  can  even 
maintain  your  network 
when  you're  awav  from  the  office.  All  vou 
need  is  your  notebook  and  a  phone  line. 

We've  also  partnered  with  the  industry- 
leading  companies  ol  system  management 
applications.  So  now  you  can  view  your  entire 


Improvements  to  SmartStart  now  let  you  network  in  one  place.  Together,  these  and  other 
set  up  an  Integration  Server,  w  hich  basically  improvements  have  helped  reshape  the  land- 
serves  as  a  holding  tank  for  all  your  software.  scape  of  mid-range  computing,  by  creating 
It  also  simplifies  the  setup  and  maintenance  the  most  manageable  server  in  the  industry, 
of  your  network.  All  vou  have  to  do  is  coring-  To  find  out  more  about  the  ProLiant  5000, 


ure  your  Integration  Server  and  then,  using 
SmartStart,  deplox  it  across  vour  entire  net- 
work. It  not  only  ensures  consistency  across 


visit  our  Web  site  at  www.compaq.com, 
or  call  us  at  1-800-315-7772.  It's  not  just 
a  server.  It's  a  force  to  be  reckoned  w  ith. 
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COMPAQ 

Has  It   Changed  Your   Life  Yet? 


International  Business 


BRITAIN 


TIME  FOR 

THE  FIRE  BRIGADE 

The  economy  is  so  hot,  the  Tories  may  have  to  cool  it  off 


Restaurateurs  have  never  had  it  so 
good.  London  superchef  Marco 
Pierre  White  already  has  three 
successful  upscale  restaurants  in 
town,  and  he  is  about  to  launch  two 
more.  One  will  feature  a  collection  of 
works  owned  by  shock  artist  Damien 
Hirst.  The  pieces  de  resistance:  skinned 
cows'  and  bulls'  heads  floating  in 
formaldehyde  in  the  rest  rooms.  "It  will 
be  the  coolest  place  to  go,"  promises  the 
33-year-old  White,  who  predicts  that  the 
demand  for  eateries  such  as  his,  where 
prices  reach  $250  per  person,  will  con- 
tinue to  grow  "for  another  four  years — 
minimum." 

While  the  restaurant  boom  is  helping 
the  British  economy,  it  also  may  be  a 
sign  of  overheating.  Consumer  spending 
is  racing  far  ahead  of  manufacturing, 
which  is  barely  growing.  With  wages  up 
and  unemployment  at  7.2%,  its  lowest 
level  in  five  years,  major  retailers  are 
reporting  close  to  10%  sales  growth.  That 
old  British  staple,  champagne,  is  moving 
at  its  fastest  clip  in  five  years — 20% 
above  last  year.  Fueled  by  cheap  mort- 
gages and  rich  paychecks  in  the  thriving 
financial  industry,  price  tags  on  presti- 


gious London  properties  are  rocketing 
up  at  a  10%»  to  15%  pace  this  year.  "Peo- 
ple are  thinking,  'Let's  get  on  the  band- 
wagon before  it  leaves  us  behind,' "  says 
Paul  Tayler,  director  of  Hamptons  Inter- 
national, brokers  to  the  smart  set. 

All  of  that  leaves  Kenneth  Clarke,  the 
Chancellor  of  the  Exchequer,  with  a 
tough  call  to  make  as  he 
works  out  the  final  details 
of  the  budget  for  the  fis- 
cal year  starting  Apr.  1, 
to  be  presented  on  Nov. 


SIGNS  OF 
OVERHEATING 

THE  POUND  At  $1.67, 


PARTY  TIME:  High-priced  eateri\ 
are  mushrooming 

to  turn  the  tide  by  next  May,  wh: 
they  have  to  face  the  electorate. 
Clarke,  who  controls  both  fiscal 
monetary  policy,  can't  just  let  t 
rip.  But  the  markets,  already  ed 
about  inflation,  would  react  to 
tax  cuts  by  pushing  up  inter- 
rates,  which  are  among  Europ* 
highest.  There  would  also  be  mo: 
upward  pressure  on  the  pound, 
consensus  is  the  most  Clarke  c 
offer  is  about  $5  billion  in  tax  c 
offset  by  equal  trims  in  spending 
The  trick  is  to  avoid  the  boo: 
and-bust  cycles  that  have  plagu 
Britain  in  recent  years.  After  sevi 
al  years  of  recession  and  slol 
growth,  the  economy  is  doing  we 
Growth  could  hit  a  very  respectab) 
3.5%»  next  year.  But  there  are  worr 
signs.  Inflation  has  been  creeping  up 
hit  an  annual  rate  of  3.3%  in  October- 
far  from  a  disaster  but  well  above  tl] 
government's  2.5%  target  for  the  year. 

High  yields  are  attracting  investoi 
to  British  securities,  chiving  the  price  i 
sterling  even  higher.  The  pound  has  aj 
predated  more  than  7%  against  the  do! 
lar  and  almost  6%  against  the  Germa 
mark  since  Sept.  30,  and  the  momentui 
is  building.  Neil  MacKinnon,  chief  ecor 
omist  at  Citibank  in  London,  think 
there's  a  chance  sterling,  now  $1.6' 
could  hit  $1.90. 

HARD  PLACE.  That  would  be  a  disaste 
for  British  manufacturers,  who  are  a 
ready  alarmed.  Richard  Freeman,  chic 
economist  of  chemical  giant  Imperii 
Chemical  Industries  plc,  a  major  e> 
porter  to  the  Continent,  says  the  zoomin 
currency  is  tiimming  the  company's  mar 
gins.  And  Brian  Moffat,  ceo  of  Britisl 
Steel  plc,  warns  that  thi 
strengthening  pound  is 
concern  for  his  Britisl 
customers  who  export. 

The   truth   is  tha 
Clarke    doesn't  havt 


26.  Should  he  put  on  the     .  ,        vo/  Q    +  on 

brakes  out  of  concern    IIs. ."P.:/" Pl^e.?ARJ:._.    much  choice  but  to  trj 

INTEREST  RATES  The 
7.5%  yield  on  10-year 
gilts  tops  returns  on 
Spanish  and  Italian  debt 


that  inflation  and  other 
byproducts  of  hot  growth 
are  getting  out  of  hand? 
Or  would  that  be  political 
suicide  for  the  ruling 
Conservative  Party? 

Despite  Britain's  hav- 
ing the  strongest  econo- 
my among  the  major  Eu- 
ropean powers,  the  Tories 
still  badly  trail  Labor  in 
the  polls.  Their  best  hope 
is  for  the  cheering  effects 
of  a  continuing  recovery 


CONSUMER  SPENDING 

Retail  sales  are  growing 
at  a  4.1%  annual  rate 

REAL  ESTATE  Prices  of 
high-end  London  residen- 
tial properties  are  up 
10%  to  15%  this  year 

DATA:  BUSINESS  WEEK 


to  cool  things  off.  The 
Tories  may  have  more 
votes  to  gain  from  din- 
ers-out in  London  anc 
homeowners  comfortec 
by  rising  house  prices 
than  from  factory  work-i 
ers  worried  about  jobs, 
But  an  overheated  econ- 
omy will  eventually  shut 
clown  consumers  as  well 
as  plants. 

By  Stanley  Reed  and 
Heidi  Dawley  in  London 
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And  they're  aiming  to  us  by  the  thousands. 


If  it's  true  there's  safety  in  numbers,  then  State  of  the  Art's 
;w  MAS  90®  for  Windows"  must  be  bulletproof. 
After  all,  it's  selling  at  six  times  the  rate  of  its  closest 
irhpetition.  And  it's  the  leading  choice  of  accounting 
apartments,  CPAs  and  finance  professionals. 
The  reasons  are  simple. 

Flexibility,  for  one.  The  built-in  customization, 
tegration  and  report-writing  capabilities  are 
rsigned  to  fit  most  any  kind  of  company  today, 
Kile  adapting  to  tomorrow's  changing  needs. 

It's  also  amazingly  intuitive  —  a  smooth, 


S%  State  Of  The  Art,  Inc.  MAS  %  and  MAS  «J0  I'm  Windows  ate  trademarks  .,1 

e  Of  The  Art,  Inc.,  and  Windows    a  registered  trademark  of  rhe  Microsoft  Corporation. 


comfortable  accounting  software  program  that's  designed  to 
work  the  way  users  think. 
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COMMENTARY 

By  John  Rossant 


MIDEAST  PEACE:  CLINTON  SHOULD  STEP  UP  THE  PRESSURE 


It  looks  pretty  bleak  out 
there  for  the  Middle 
East  peace  process.  Is- 
raeli Prime  Minister  Ben- 
jamin Netanyahu's  five- 
month-old  government 
and  Yassir  Arafat's  Pales- 
tine National  Authority 
have  exchanged  bitter 
charges  over  who's  re- 
sponsible for  holding  up  a 
deal  to  move  Israeli 
troops  out  of  Hebron,  the 
last  Palestinian  population 
center  in  the  West  Bank 
still  controlled  by  Israel. 

Just  weeks  after  the 
last  outbreak  of  violence 
in  the  region,  passions  are 
inflamed  again.  This  time, 
the  source  of  tension  is 
the  Israeli  government's 
authorization  of  an  expan- 
sion of  Jewish  settle- 
ments. Israel's  Arab  neighbors  look  on 
apprehensively,  anxious  about  being 
drawn  down  into  a  new  and  uncon- 
trollable vortex  of  violence.  "We  are 
looking  forward  to  better  times,"  says 
Egyptian  Foreign  Minister  Amr 
Moussa,  "but  there  are  increasing 
clouds  of  frustration  and  doubt." 
BRIGHTER  FUTURE.  Yes,  it's  bad.  But 
there  are  signs  the  weather  could 
clear,  with  a  little  luck  and  some  prod- 
ding from  the  U.  S.  Cut  away  the 
rhetoric  on  both  sides,  and  you  find  a 
common  realization  that  the  peace 
process  is  the  only  game  in  town. 
Arafat,  who  must  administer  2.5  mil- 
lion Palestinians  whose  standard  of 
living  has  plunged  30%  in  the  last  two 
years,  desperately  needs  a  deal  that 
can  lead  to  a  brighter  future.  And  Ne- 
tanyahu's team  is  learning  that  push- 
ing off  a  deal  with  Arafat  into  the  in- 
definite future,  which  seemed  to  be 
the  Prime  Minister's  plan  when  he 
took  office  last  June,  is  simply  no 
longer  an  option. 

Netanyahu  is  getting  that  message 
from  Washington.  And  back  home,  for 
the  first  time  in  Israel's  48-year  histo- 
ry, business  is  emerging  as  an  influen- 
tial, independent  lobby — one  that  no 
longer  moves  in  lockstep  with  the 
government.  When  Netanyahu  was 
unwilling  to  meet  with  Arafat,  busi- 


ness leaders  were  busy  keeping  lines 
of  communication  open  with  the 
Palestinian  Authority. 

Executives  such  as  Koor  Indus- 
tries' Benjamin  D.  Gaon  and  Israel 
Manufacturers  Assn.  President  Dan 
Propper  put  it  plainly:  Without 
progress  with  the  Palestinians,  there's 
no  way  to  maintain  Israel's  impressive 
economic  track  record.  And  Netan- 
yahu might  as  well  forget  his  vision  of 
quadrupling  his  country's  $90  billion 
economy  over  the  next  15  years  if  the 
peace  process  dies.  Stability,  admits 


Cut  away  the  rhetoric, 
and  there's  a  realization 

that  the  peace  process 
is  the  only  game  in  town 


Bank  of  Israel  Governor  and  chief 
Netanyahu  economic  adviser  Jacob  A. 
Frenkel,  "is  the  key  background  mu- 
sic we  need." 

This  message  is  finally  sinking  in. 
In  public,  Palestinian  and  Israeli  offi- 
cials may  be  trying  to  stake  out  the 
high  moral  ground  in  front  of  CNN 


cameras,  but  behind  the 
scenes  the  talks  are  virtu- 
ally nonstop.  "There  was 
an  almost  total  lack  of 
confidence  at  the  begin- 
ning," says  a  senior  U.  S. 
negotiator.  "Now,  there  is 
a  definite  warming-up 
process  taking  place." 

The  Hebron  deal,  which 
is  close  to  being  cut,  could 
be  a  watershed.  It  would 
signify  to  Palestinians  that 
they  can  do  business  with 
the  new  team  in  Jeru- 
salem. Indeed, a  pact 
would  help  create  a  cli- 
mate in  which  economic 
issues  can  be  resolved — 
from  removing  restrictions 
on  the  flow  of  goods  out  of 
Palestinian  territory  to 
setting  up  a  port  in  Gaza. 
Of  course,  there  are 
land  mines,  especially  if  removing  Is- 
raeli troops  from  Hebron  is  followed 
by  bloodshed.  Bolstered  by  a  5-seat 
majority  in  the  Knesset,  Netanyahu 
can  probably  deal  with  political  oppo- 
sition from  his  own  right  wing  to  a 
Hebron  agreement.  He  can  present, 
with  some  justification,  the  foot-drag- 
ging on  Hebron  as  tough  negotiating. 
Moreover,  the  opposition  Labor  Party 
has  indicated  it  will  back  Netanyahu 
on  Hebron.  But  he  will  need  steady 
nerves  indeed  to  weather  a  new  out- 
break of  violence. 

One  thing  the  peace  process  will 
probably  need  is  greater  determina- 
tion from  the  U.  S.  to  help  broker  a 
solution.  Thanks  to  that  initial  break- 
through in  Oslo  by  Palestinian  and  Is- 
raeli negotiators  in  1993,  Bill  Clinton 
has  had  a  spectacular,  almost  effort- 
less, run  as  a  peacemaker.  Now,  as 
progress  becomes  more  difficult  and 
halting,  bringing  the  full  weight  of 
U.  S.  Presidential  prestige  to  bear  on 
both  sides  could  work  wonders. 

For  both  Palestinians  and  Israelis, 
there  is  new  realism.  Bolstering  that 
spirit,  as  only  the  U.  S.  can,  will  go  a 
long  way  to  scattering  the  storm 
clouds  gathered  in  the  Middle  East. 

Rome  bureau  manager  Rossant 
covers  the  Middle  East. 
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900  SE  Turbo  5-doo 


The  Saab  900  SE  Turbo  5-door  is  engineered  to  increase  both  your  pulse  and  the  distance  between  you  and 
other  cars.  Including  the  Volvo  850  and  the  Audi  A4.  Its  0  to  60  in  6.9  seconds*  is  pure  exhilaration.  And  its 
five-door  roomy  interior,  pure  liberation.  So  no  matter  how  you  open  it  up,  it's  huge. 
No  wonder  it  was  named  a  Consumer  Review  "Top  10  Sports  Car"  for  two  years  in  a  row. 

For  more  information  about  Saab,  call  I -800-582-SAAB,  Ext.  249  .  www.saabusa.com 
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A  guide  can  light  the  way.  It  can  be  a  compass.  A  guidebook  of  facts  and  information.  And,  of  course,  a 
guide  can  be  a  person.  BellSouth  has  the  people,  the  knowledge  and  the  expertise  to  guide  you  througr 
today's  technologies.  To  find  customized  solutions  that  work  for  you  and  your  business.  Whether  you  need 
local,  wireless,  long  distance  or  even  Internet  access,  we'll  point  the  way.  Always  with  answers  that  keep 
you  and  your  words  connected  in  every  way. 
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HAILAND:  AN  ELECTION 

HAT  MAY  JUST  MAKE  MATTERS  WORSE 


t  was  a  corrupt,  violence-plagued  campaign,  and  it  didn't 
change  much.  Thailand's  Nov.  17  election  awarded  a  narrow 
victory  to  the  New  Aspiration  Party  of  former  Defense 
nister  Chavalit  Yongchaiyudh,  a  retired  general  who  was  a 
mber  of  the  outgoing  coalition  government.  Now,  Chavalit 
ikely  to  be  named  Prime  Minister  in  a  new,  shaky  coalition, 
t  few  expect  him  to  address  the  country's  most  serious 
iblems,  from  corruption  to  a  decline  in  competitiveness.  Un- 
!  Chavalit,  the  economy  "will  just  continue  to  be  bad  and 
;  a  little  worse,"  says  Paul  Ensor,  a  research  director  at 
3  (East  Asia)  Securities  Ltd.  in  Hong  Kong, 
e's  an  old-style,  patronage  politician." 
This  political  stagnation  is  dangerous  for 
;  health  of  the  country,  and  it  isn't  going 
ay  soon.  In  fact,  Thailand  is  headed  for 
ire  political  trouble,  thanks  to  a  widening 
p  between  Bangkok  and  the  countryside, 
ice  Thailand's  rapid  development  has  cen- 
■ed  mostly  around  the  capital,  huge  in- 
ualities  have  developed  between  a  pros- 
rous  Bangkok  and  the  hinterland.  Now, 
h  Thailand  suffering  like  other  Asian  eoun- 
es  from  slower  growth  (page  67),  the  ten- 
n  has  become  even  more  pronounced.  "We 
ve  two  countries,  existing  side  by  side," 
fs  Chira  Hongladarom,  an  economist  at 
ammasat  University  in  Bangkok.  "They 
ve  two  political  cultures,  two  contrasting  visions." 
RK  POWER.  It's  the  rural  culture  that  dominates  politics, 
ce  villagers  make  up  55%  of  the  population.  They  support 
;ir  local  patron  in  exchange  for  cash — as  much  as  $20  a 
te — and  pork-barrel  favors  such  as  well-digging  at  the  vil- 
;e  level.  Chavalit's  power  base  is  in  the  populous  northeast, 
lere  average  wages  are  one-fifth  the  level  in  Bangkok  and 
r  capita  income  about  one-tenth.  There,  the  New  Aspiration 
rty  demolished  the  more  reform-minded  Democrat  Party, 
hough  it  did  so  amid  accusations  of  vote  buying.  In  con- 


CHAVALIT:  Strictly  old-style 


trast,  Chavalit  is  intensely  disliked  in  Bangkok,  which  over- 
whelmingly supported  the  Democrats. 

As  chaotic  growth  makes  life  in  Bangkok  ever  more  diffi- 
cult, its  residents  want  more  efficient  government  and  the  end 
of  rule  by  political  strongmen.  These  affluent  Thais  are  dis- 
gusted with  vote  buying,  even  though  the  Democrats  are 
accused  of  purchasing  votes  as  well.  Says  Joy  Taveesin,  a  36- 
year-old  manager  of  a  small  trading  company  in  Bangkok 
who  was  educated  in  the  U.S.:  "Rural  voters  don't  really 
know  what  democracy  is." 

Yet  rural  voters  wonder  when  any  of 
Bangkok's  wealth  will  ever  reach  them.  So 
they  continue  to  back  traditional  patronage 
politics,  which  emphasizes  a  politician's  clout 
and  local  political  favors  rather  than  parties 
and  policies.  And  these  voters  are  largely  in- 
different to  any  reforms  that  will  improve 
economic  and  social  conditions  in  Bangkok. 

Constitutional  reform  may  offer  a  partial 
solution  to  this  dilemma.  Reformers  hope  the 
ongoing  rewriting  of  the  constitution  will 
change  electoral  procedures,  making  vote  buy- 
ing much  harder.  Such  a  change  would  re- 
duce the  politicians'  dependency  on  rural  con- 
stituencies and  focus  them  on  issues.  Chavalit 
has  pledged  to  support  the  efforts,  and  re- 
formers believe  that  within  two  years  he'll 
call  for  cleaner  elections.  "He  has  promised  that  there  will  be 
political  reform,"  says  Rtiengsak  Chareonwongsak,  an  econ- 
omist and  executive  director  of  a  Bangkok  think  tank.  But 
getting  his  unruly  coalition  to  go  along  may  be  difficult. 

Even  so,  a  new  constitution  won't  erase  the  differences  be- 
tween prosperous  Bangkok  residents  and  their  poor  cousins  in 
the  countryside.  A  plan  to  spread  development  evenly 
throughout  Thailand  is  desperately  needed.  Until  then,  the  re- 
volving door  of  Thai  politics  will  continue  to  spin. 

By  Bruce  Einhom  in  Bangkok 


GLOBAL  WRAPUP 


PICO'S  DINOSAURS  ROMP 

•  The  Institutional  Revolutionary 
'arty  (pri)  has  dealt  Mexico  Presi- 
ient  Ernesto  Zedillo  Ponce  de  Leon  a 
tiajor  setback.  Zedillo  had  promised 
sgislation  removing  privileges  that 
lave  kept  the  ruling  party  in  power 
or  67  years.  But  leveling  the  playing 
leld  for  other  parties  turned  out  to  be 
larder  than  Zedillo  thought. 

After  months  of  all-party  negotia- 
ions  for  a  consensus  bill,  pri  hard-lin- 
:rs,  often  called  "dinosaurs,"  rolled  back 
:ey  provisions  and  in  mid-November 


rammed  the  bill  through  Congress.  The 
revisions  allow  the  pri  to  claim  an  even 
larger  share  of  public  funds  for  cam- 
paign financing  and  more  free  broadcast 
time  than  it  had  negotiated.  But  it 
might  not  help.  On  Nov.  10,  the  pri  suf- 
fered big  losses  in  local  elections,  espe- 
cially in  Mexico  City's  suburbs. 

VENEZUELA'S  COMING  OIL  BOOM 

►  Is  Venezuela  out  to  bust  opec? 
Cash-strapped,  it's  already  pumping 
far  in  excess  of  its  quota  as  a  key 
member  of  the  opec  oil  cartel.  Now  it 
is  inviting  foreign  oil  companies  to 


help  it  nearly  double  production 
capacity  over  the  next  decade.  Its 
target  of  6.3  million  barrels  per  day  in 
2006  compares  with  current  output  of 
3.3  million  and  an  opec  quota  of  only 
2.36  million. 

A  flock  of  foreign  companies  is  ex- 
pected to  bid  on  a  new  offering  of  con- 
tracts to  revive  output  from  20  run- 
down Venezuelan  fields.  While  OPEC  is 
expected  to  raise  members'  production 
quotas  in  step  with  future  world  de- 
mand, Venezuela  has  made  it  clear 
that  it  won't  let  OPEC  fetter  its  drive 
to  expand  output. 
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ELECTRICITY:  THE 
POWER  SHIFT  AHEAD 

Deregulation  will  force  the 
restructuring  of  a 
mammoth  industry  used  to 
90  years  of  monopoly 


Nancy  Flemming  lives  rustically, 
without  electricity,  on  an  island  in 
Northern  California's  Humboldt 
Bay.  But  that  doesn't  stop  her 
from  complaining  about  the  high  prices 
charged  by  Pacific  Gas  &  Electric  Co. 
As  mayor  of  Eureka,  Calif.,  she  recent- 
ly wrote  a  protest  letter  to  regulators. 
What  galls  her  is  that  Eurekans  pay 
far  more  for  electricity  than  many  of 
their  neighbors.  According  to  Bright 
Line  Energy  Inc.,  a  consulting  firm  in 
Menlo  Park,  Calif.,  pg&e's  average  sales 
price  is  a  little  more  than  10<z  per  kilo- 
watt-hour. Across  the  border  in  Ore- 
gon, Portland  General  Corp.  charges 
barely  half  that — about  5%0  per  kilo- 
watt-hour. Says  Flemming:  "They  try  to 
give  us  explanations  for  that,  and  it's 
very  difficult  to  understand." 

Join  the  crowd.  Ninety  years  of  mo- 
nopoly regulation  of  electrical  power  in 
the  U.  S.  have  produced  a  system  that 
is  reliable  but  inefficient — and  byzan- 
tine  in  its  complexity.  Local  prices  for 
electricity  depend  on  a  multitude  of  fac- 
tors, from  cost  overruns  on  local  gen- 
erating plants  to  the  attitudes  of  state 
regulators.  Eureka  isn't  even  among 
the  worst  off.  In  the  eastern  suburbs  of 
New  York  City,  Long  Island  Lighting 
Co.  customers  pay  about  16c  per  kilo- 
watt-hour, partly  to  help  pay  for  a 
mothballed  nuclear  plant. 

Now,  though,  the  thicket  of  regula- 


tion is  being  pared  back.  Utilities  are 
preparing  for  a  new  era  in  which  the 
generation  of  power  will  be  unregulated 
and  customers — including  homeowners 
and  small  businesses — will  be  able  to 
choose  among  a  variety  of  power 
sources.  The  electric-utility  industry — a 
$210  billion  business  that  is  larger  than 
either  autos  or  telecommunications — is 
undergoing  its  biggest  upheaval  in  a 
history  that  dates  back  to  Thomas  Edi- 
son stringing  the  first  electric  wires  in 
downtown  Manhattan  in  the  1880s. 

Utility  restructuring  will  create  both 
winners  and  losers,  as  it  has  already 
in  Argentina,  Britain,  Chile,  New 
Zealand,  and  Norway.  Industry  experts 
expect  prices  to  fall  by  perhaps  20% 
over  the  next  five  years.  That  will  ben- 
efit the  economy  as  a  whole  and  heavy 
users  of  electricity  in  particular.  Local 
disparities  in  electricity  prices  will  begin 
to  narrow  as  cheap  energy  invades 
high-cost  markets. 

Among  the  losers  will  be  utility  em- 
ployees, whose  rolls  will  be  trimmed, 
and  investors  in  utility  companies  that 
fare  badly  (page  80).  Taxpayers  could 
lose  as  well  if  they  get  billed  for  utility 
company  bailouts.  And  customers  who 
aren't  well-connected  could  be  denied 
their  share  of  rate  reductions.  Says 
Martin  R.  Cohen,  executive  director  of 
Illinois'  Citizens  Utility  Board:  "One 
hopes  this  is  not  decided  on  the  basis  of 
who  has  the  most  lawyers  and  most 
lobbyists,  because  consumers  will  lose." 

Power  companies  will  look  far  dif- 
ferent in  the  coming  century  Today, 
each  major  utility  has  a  strictly  marked 
service  area,  generates  most  of  its  own 
electricity,  and  sells  it  over  its  own 


transmission  and  distribution  networi; 
But  technology,  politics,  and  deregul, 
tion  are  tearing  down  the  walls  of  tho:i 
peaceable  kingdoms. 

The  business  of  transmitting  elei 
tricity  is  likely  to  remain  regulated  fi 
years  to  come.  Wires  are  a  de  facij 
monopoly.  Electricity  generation 
though,  is  becoming  unfettered  becaus: 
there's  no  natural  monopoly  on  the  pr» 
duction  of  electricity — whether  it's  fro; 
coal,  natural  gas,  oil,  nuclear  power,  h;; 
dro  power,  the  sun,  or  the  wind. 
POOR  SHELF  LIFE.  Vertical  integration- 
owning  both  the  generation  and  th 
wires — will  be  far  less  common.  Regi; 
lators  will  remove  the  incentives  ft 
having  both  under  one  roof.  To  makj 
sure  that  wire  owners  don't  discrim 
nate  in  favor  of  their  own  generatin 
plants,  regulators  will  put  the  wires  i 
each  region  under  the  control  of  an  "ir 


THE  ECONOMY  The  nation's  electric  M&A  SPECIALISTS  Wall  Street  is 

power  bill  could  fall  by  20%,  getting  rich  off  of  the  surge  in 

freeing  up  $40  billion  for  more  mergers.  The  fragmented  indus- 

productive  uses.  try  continues  to  consolidate. 


BIG  INDUSTRIAL  CUSTOMERS  They're 
already  benefiting  by  cutting 
deals  for  cheaper  power.  New 
moves  to  open  markets  will  give 
them  even  more  sway. 


NEW  POWER  TECHNOLOGIES  Utilities 
will  use  fuel  cells  to  serve  hospi- 
tals and  office  buildings,  and 
modified  jet  engines  to  handle 
brief  peaks  in  demand. 


BIG  COMPANIES  They  will  enjo 
unbeatable  economies  of  seal 
whether  generating  electricity 
selling  it  under  a  brand  name 

THE  NORTHEAST  AND  CALIFORNIA 

Customers  pay  high  rates  des 
excess  generating  capacity.  T 
will  change  once  laws  of  supp 
and  demand  kick  in. 


Who 
Wins 
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electricity  mar- 
keter. "I  guaran- 
tee there  isn't 
room  for  more 
than  two." 

Generating  com- 
panies will  need  to 
consolidate  so  they 
can  spread  the 
costs  of  their 
operations  and  en- 
gineering staff 
across  a  larger 
number  of  cus- 
tomers. Several 
companies  are  al- 
ready trying  to 
carve  out  a  niche 
as  highly  effi- 
cient electricity 
generators,  includ- 
ing Duke  Power, 
PacifiCorp,  and 
UtiliCorp  United. 
Electricity  gener- 
ators will  combine 
with  natural-gas 


tpendent  system  operator"  to  ensure 
liability  and  equal  treatment  for  all 
aerators. 

Indeed,  restructuring  could  imperil 
liability  without  independent  system 
orators  to  keep  supply  and  demand 
nstantly  in  balance.  Electricity,  un- 
:e  other  commodities,  is  impossible  to 
Dre  in  large  volumes.  It  must  be  con- 
med  when  it's  produced.  If  too  many 
oducers  try  to  send  power  over  the 
me  line  at  once,  blackouts  could  ripple 
ross  wide  regions. 

Federal  and  state  laws  have  stood  in 
e  way  of  utility  mergers  since  the 
30s.  But  with  those  laws  being  rein- 
rpreted  or  repealed,  efficiency  will 
2tate  fewer,  bigger  players.  "There 
e  16  investor-owned  utilities  in  Mass- 
husetts  alone,"  says  Stephen  W. 
;rgstrom,  senior  vice-president  at  NGC 
>rp.,  a  Houston-based  natural-gas  and 


Mothballed  nuclear 
plants  pose  a  vexing 
question:  Who  gets  stuck  with  the 
bill  for  these  white  elephants? 


companies — a  good  fit,  since  natural  gas 
is  the  fuel  for  more  and  more  electrici- 
ty. The  wires  companies  will  merge, 
too,  probably  consolidating  until  there 
are  just  one  or  two  per  region. 
FREEBOOTERS.  A  whole  new  class  of 
players  will  come  to  the  fore  in  the 
next  five  years:  power  marketers,  who 
won't  own  wires  and  might  or  might 
not  own  generating  plants.  They  will 
steal  customers  by  promising  lower 
rates  and  then  obtain  power  either  from 
their  own  plants  or  on  the  open  market. 

To  win  customers'  loyalty,  they  could 
offer  customized  pricing  plans,  such  as 
discounts  for  using  electricity  at  night 


NUCLEAR  POWER  Nuclear  plants 
were  costly  to  build,  and  they're 
not  so  cheap  to  operate,  either. 

WIDOWS  AND  ORPHANS  Conservative 
investors,  beware.  Bond  ratings 
are  falling,  and  dividends  are  at 
risk.  Even  healthy  utilities  have 
cut  dividends  to  invest  in  growth. 


HOMEOWNERS  They'll  benefit  less 
than  big  industrial  customers, 
which  have  already  begun  to 
reap  the  rewards  of  competition. 

RELIABILITY  With  generators  com- 
peting to  ship  electricity  over  the 
same  wires,  the  chance  of  acci- 
dental overloads  rises. 


or  for  agreeing  to  accept  a  service  in- 
terruption at  times  of  peak  demand. 
Even  companies  entirely  outside  the 
energy  business  could  gain  a  foothold 
by  packaging  electricity  with  other 
products — say,  a  computer  online  ac- 
count or  the  telephone  bill. 

Power  marketers  will  deliver  the 
electricity  using  competitors'  wires — 
just  as  the  old  Bell  System  was  re- 
quired to  let  mci  Communications  Corp. 
use  its  phone  lines  to  deliver  calls.  A 
case  in  point  is  Enron  Corp.,  a  Hous- 
ton-based natural-gas  pipeline  compa- 
ny that  is  on  track  to  become  one  of 
the  biggest  providers  of  electricity  in 
the  U.  S.  by  the  end  of  1996  (page  82). 

As  this  massive  reshuffling  takes 
place,  it  will  become  clear  that  the 
U.  S.  has  far  more  generating  capacity 
than  it  needs.  For  decades,  regulations 
gave  utilities  a  perverse  incentive  to 
overbuild.  Companies  were  allowed  a 
certain  percentage  of  profit  on  their 
assets,  so  the  more  assets  they  could 
accumulate,  the  better.  McKinsey  & 
Co.  values  the  unnecessary  plants  at 
about  $150  billion. 

These  white  ele- 
phants aren't  a  prob- 
lem as  long  as  util- 
ities can  charge  what- 
ever it  takes  to  earn 
a  reasonable  return 
on  the  investments. 
Once  customers  are 
free  to  choose  their 
electricity  providers, 
however,  the  ability  to  recoup  high 
costs  through  high  rates  will  evaporate. 
So  who  will  keep  up  the  payments  on 
the  unneeded  plants? 

One  camp,  including  an  aggressive 
group  of  power  marketers,  argues  that 
utilities'  shareholders  and  bondholders 
should  pay  most  of  the  costs  of  invest- 
ments that  went  sour.  "A  bond  is  not  a 
risk-free  investment,"  says  Frederick 
H.  Abrew,  ceo  of  Pittsburgh-based  Eq- 
uitable Resources  Inc.,  a  natural-gas 
distributor  that's  invading  electricity 
markets.  Abrew  says  he  wouldn't  flinch 
if  some  utilities  went  bust.  "There  have 
been  probably  a  half-dozen  utility  bank- 

TAXPAYERS  The  government  is 
likely  to  write  down  billions  of 
dollars  in  loans  to  strapped  rural 
electric  cooperatives. 

SOLAR  POWER  PRODUCERS  They've 
received  above-market  rates  for 
their  electricity.  Those  contracts 
won't  be  renewed. 
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uptcies  in  the  last  10  to  15 
ears,"  he  says.  "I  don't 


r 

y 

know  of  any  customer  that 
failed  to  get  energy." 

Actually,  the  chance  that 
electric  utilities  will  take  the 
fall  for  their  poor  invest- 
ments is  small.  Utility  executives  ar- 
gue that  in  most  cases,  the  assets  on 
their  books  are  there  because  some  reg- 
ulator ruled  them  prudent.  Never  mind 
that  some  regulators  might  have  been 
asleep  at  the  light  switch  when  the  fil- 
ings came  through. 

CALIFORNIA  SHUFFLE.  So  far,  the  utili- 
ties seem  to  be  winning.  California,  a 
bellwether  for  regulation,  decided  this 
year  to  let  utilities  be  paid  by  con- 
sumers for  all  of  their  "stranded 
costs" — that  is,  plants  and  power-pur- 
chase contracts  that  are  uneconomical 
at  lower  electricity  prices.  To  sweeten 
the  pot  for  consumers,  the  state  has 
worked  out  a  deal  with  the  utilities  to 
provide  a  10%  rate  cut  up  front,  and 
10%  more  in  2001.  Other  states  that 
are  in  the  forefront  of  deregulation,  in- 
cluding Massachusetts,  Rhode  Island, 
and  New  Hampshire,  are  moving  in  a 
similar  direction. 

As  deregulation  spreads,  rates  are 
unlikely  to  fall  as  quickly  as  some  opti- 
mists are  hoping.  That  hope  is  based  on 
the  idea  that  a  huge  chunk  of  assets 
will  be  wiped  off  the  books  and  out  of 
the  rate  base.  But  regulators  seem  to 
feel  that's  too  harsh  a  penalty  for  the 
utilities.  So  it's  more  likely  that  rates 
will  fall  more  gradually  as  the  utilities' 


Diverging  Fates 


Electric  utility  bonds  used  to  be  rock-solid  investments.  Now, 
only  some  are.  Here's  a  snapshot  of  a  few  key  utilities. 


UTILITY 


DUKE  POWER 
CHARLOTTE,  N.C. 


CONSOLIDATED  EDISON 
OF  NEW  YORK 
NEW  YORK 


PACIFIC  GAS  &  ELECTRIC 
SAN  FRANCISCO 


TEXAS  UTILITIES 
DALLAS 


NIAGARA  MOHAWK  POWER 
SYRACUSE,  N.Y. 


BOND  ' 
RATING* 


AA- 


A+ 


BBB+ 


BB- 


To  avoid  a  Chapter  11  filing, 
attempting  to  escape  obligations  to 
buy  power  at  far  above  the  market 
price. 

Standard  &  Poor's  rating  on  senior  secured  debt  **Based  on  1997  earnings  estimates  from  l/B/E/S  Inc. 

DATA:  STANDARD  &  POOR'S,  BUSINESS  WEEK 


PRICE- 
EARNINGS 
RATIO** 


13.3 


10.2 


11.7 


12.5 


6.9 


COMMENT 


Strong  balance  sheet,  excellent 
operator  of  nuclear  plants,  growing 
regional  economy 


Conservative  financing.  Competitors;' 
are  stymied  by  a  shortage  of  power  I 
lines  to  send  electricity  into  Con  Ed  I 
territory. 


Its  rates  are  high.  But  California 
regulators  will  allow  it  to  recover  the 
cost  of  building  expensive  nuclear 
plants. 


Healthy  regional  economy.  Has  older 
nuclear  plants  that  were  less  costly 
to  build. 


efficiency  increases,  says  Paul  L. 
Joskow,  an  economist  at  the  Massachu- 
setts Institute  of  Technology. 

Joskow  advised  California  on  its 
deregulation  plan.  He  told  regulators 
there  that  he  favors  making  quick  de- 
cisions on  utilities'  costs  and  then  mov- 
ing on,  since  there's  no  perfect  solution 


anyway.  "Only  God  knows  what  thi 
right  way  of  allocating  sunk  costs  isl 
he  says.  But  with  billions  of  dollars  m 
stake,  the  customers  and  utilities  maf 
not  be  so  quick  to  settle.  "The  battle  I 
California  hasn't  happened  yet,"  sajl 
S.  Mark  Young,  energy  director  foj 
Praxair  Inc.,  which  uses  electricity  tj 


THE  MILLSTONES  AROUND  NU'S  NECK 


What  can  go  wrong  in  the  power 
industry?  Look  at  Berlin 
(Conn.)-based  Northeast  Utili- 
ties Inc.  Its  three  wholly  owned  and 
one  partially  owned  nuclear  plant  are 
shut  down  for  safety  violations.  The 
oldest,  Connecticut  Yankee,  may  nev- 
er reopen,  nu  must  spend  $30  million 
a  month  on  replacement  power  for  at 
least  another  year.  Its  debt  has  been 
downgraded  twice  and  its  stock  price 
has  tumbled — from  25%  in  January  to 
9%  in  October. 

Analysts  and  execs  say  nu  went 
too  far  in  cost-cutting  in  anticipation 
of  deregulation  and  didn't  pay  enough 
attention  to  running  its  reactors  well. 
The  NEC  is  investigating  68  apparent 
violations  at  Millstone  in  the  last  year 
and  42  at  Connecticut  Yankee — both 


records  for  one  site,  says  Wayne  Lan- 
ning,  deputy  director  of  the  nrc's 
Millstone  Special  Projects  Office. 

The  tales  are  chilling.  A  cooling 
system  for  use 
in  accidents  was 
inoperable.  Ra- 
dioactive waste 
had  leaked  onto 
a  floor.  And  to 
save  money,  nu 
had  taken  some 
safety  equip- 
ment out  of 
commission. 

In  Septem- 
ber, Bruce  D.  Kenyon,  who  had  been 
president  of  South  Carolina  Electric 
&  Gas  Co.,  was  hired  to  salvage  nu's 
nuke  operations.  He  seems  to  be  win- 


ning Wall  Street's  confidence.  The 
stock  has  risen,  closing  at  13%  on  Nov. 
19.  "He  seems  like  a  very  competent, 
can-do  guy  making  a  good  start,"  says 
Morgan  Stanley  & 
Co.  energy  analyst 
Kit  Konolige. 

Kenyon  has  bor- 
rowed executives 
from  other  utilities 
to  help  reopen  Mill- 
stone plants,  argu- 
ing that  the  failure 
or  success  of  nu  will  affect  the  repu- 
tation of  the  entire  nuclear  industry. 
His  plan:  focus  on  safety  and  account- 
ability and  get  at  least  one  plant  on- 
line by  the  second  half  of  1997.  Then 
start  worrying  about  competition. 

By  Susan  Jackson  in  New  Haven 


STONE  COLD 


One  of  the 
Millstone 
nuclear  plants 
currently 
closed 
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INTRODUCING 
CONFIGURABLE 
NETWORK  COMPUTING. 

NOW  YOU  CAN  GET 
BACK  TO  RUNNING 
YOUR  BUSINESS. 

INSTEAD  OF 
YOUR  SOFTWARE. 


J.D.  Edwards  is  proud  to  introduce  a  remarkable  new  software  architecture  called 
Configurable  Network  Computing,"  or  CNC.  Available  only  in  our  OneWorld'"  enterprise- 
wide  software,  CNC  masks  the  complexities  found  in  client/server  systems,  so  you  can 
focus  on  more  important  matters,  like  managing  your  business.  Now  you  can  dynamically 
configure  and  reconfigure  everything  from  workflow  to  business  objects  to  data  warehouses  to 
the  graphical  user  interface.  Without  writing  a  single  line  of  code.  Best  of  all,  OneWorld  with  CNC 
will  work  with  UNIX,  Windows  NT,  OS/400,  and  MVS,  as  well  as  the  leading  SQL  databases. 
And  it's  only  from  J.D.  Edwards,  a  leader  in  business  solutions,  with  almost  4,000  customers  in 
more  than  90  countries.  For  a  free  white  paper,  call  1-800-727-5333.  Or  visit  www.jdedwards.com 


JDtdwards 


SOFTWARE  FO 
A  CHANGING  WO 


1996  J.D.  Edwards  is  a  registered  trademark  of  J.D  Edwards  &  Company  OneWorld  and  Configurable  Network  Computing  are  trademarks  of  J.D-  Edwards  World  Source  Compa 
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produce  industrial  gases  from  air. 

The  big  players  aren't  waiting  for 
the  final  details  to  be  decided.  They're 
acting  now  to  position  themselves  for 
competition.  Large  industrial  customers, 
such  as  steel  mills,  paper  mills,  and 
auto  plants,  are  bargaining  electricity 
rates  down  by  threatening  to  relocate — 
or  to  buy  power  from  some  neighboring 
utility  once  that's  permitted.  Seven 
states  already  have  pilot  programs  al- 
lowing "retail  wheeling,"  in  which 
homes  and  businesses  can  choose  elec- 
tricity suppliers.  The  customer's  home 
utility  is  required  to  transfer  the  com- 
petitor's power  across  its  network — or 
"wheel"  it,  in  utility  jargon. 

Industrial  customers  aren't  shy  about 
pressing  their  advantage.  Five  years 
ago,  one  big  utility  sold  roughly  80% 
of  industrial  electricity  at  rates  set  by 
state  regulators.  Now,  with  those  regu- 
lators granting  exceptions  right  and 
left,  it  sells  only  about  25%  that  way, 
says  Philip  Giudice,  a  vice-president 
with  Mercer  Management  Consulting 
Inc.  in  Lexington,  Mass.  Smaller  cus- 
tomers are  likely  to  form  buying  con- 
sortiums so  that  they,  too,  can  drive 
hard  bargains. 


Where  does  that  leave  utilities?  Jer- 
ry Taylor,  director  of  natural-resources 
studies  at  the  libertarian  Cato  Insti- 
tute, fears  that  utilities  will  be  forced  to 
carry  electricity  for  other  generators 


Regulators  are  determined  to 
gently  ease  the  utilities  into  the 
cold,  hard  world  of  competition 


at  unfairly  low  prices.  "The  former 
slave  masters  become  the  enslaved," 
Taylor  says. 

That's  a  bit  strong.  True,  the  Stan- 
dard &  Poor's  index  of  utility  stocks 
has  under-performed  the  s&P  500  in  total 
return  over  the  past  five  years — coming 
in  at  45%  vs.  114%.  But  s&p's  median 
rating  for  senior  secured  debt  of  utili- 
ties is  a  healthy  A-,  lower  than  a  few 
years  ago  but  still  higher  than  the  cor- 
porate median.  s&P  forecasts  that  the 
utility  median  will  drift  down  to  around 
the  corporate  median — namely,  BB  or 
BB+.  "We  do  not  foresee  the  kind  of 
credit  collapse  that  other  industries 


have  gone  through  when  they  wit 
through  restructuring,"  says  Richft 
W.  Cortright  Jr.,  a  Standard  &  Pom 
director. 

Indeed,  electric  utilities  seem  tck 
making  out  quite  wl. 
considering  that  they  (1 
$150  billion  or  sol 
worthless  assets  and  hi 
no  experience  with  cfi 
petition.  Regulators,  bp 
state  and  federal,  are  1 
termined  to  ease  thl 
into  the  new  world  I 
competition  gently.  In  return,  the  ri 
ulators  hope  they  can  avoid  the  kinda 
court  challenges  that  have  delajl 
progress  in  deregulation  of  the  phJ 
companies. 

The  gentle  treatment  given  to  utl 
ties  irritates  the  likes  of  Equitable  a 
sources'  Abrew,  who  says  consumJ 
won't  get  the  full  benefits  of  compJ 
tion.  That's  power  politics  at  work.  T| 
break  with  the  past  may  not  be 
clean  as  crusaders  for  deregulatij 
would  like.  But  for  that  very  reasor 
has  a  better  chance  of  taking  hold. 

By  Peter  Coy  in  New  York  and  Go 
McWilliams  in  Houston 


ENRON'S  PIPELINE  INTO  THE  FUTURE 


How  might  you  buy  power  in  the 
future?  For  a  hint,  take  a  look  at 
Enron  Corp.,  the  Houston  natur- 
al-gas giant.  Under  Chairman  and 
Chief  Executive  Kenneth  L.  Lay, 
Enron  has  changed  from  a  humdrum 
pipeline  company  into  the  largest 
U.  S.  wholesaler  of  natural  gas.  The 
company  embraced  deregulation  as 
an  opportunity  to  create  unique  ser- 
vices and  develop  new  markets.  Now 
it's  beginning  to  do  the  same  with 
electricity. 

It's  hard  to  put 
a  brand  name  on 
gas  molecules  or 
electrons.  So  En- 
ron distinguishes 
itself  in  other 
ways,  such  as  in 
pricing.  It  pegs  the 
price  of  natural 
gas  sold  to  Florida 
orange  growers  to 
the  price  of  juice 
futures.  If  0.  J. 
prices  fall,  so  do  a 
grower's  fuel  costs; 
if  they  rise,  Enron 


shares  the  good  fortune.  Electricity 
can  be  priced  similarly. 

Lay  wants  Enron  to  become  a  one- 
stop,  nationwide  seller  of  both  natural 
gas  and  electricity.  In  July,  he 
launched  a  $3.2  billion  buyout  of  Port- 
land General  Corp.,  an  Oregon  electric 
utility  with  650,000  customers.  Regu- 
latory approval  is  pending.  Now  Lay 
is  scouting  for  power  sources  on  the 
East  Coast.  He's  testing  retail  sales  of 
gas  and  electricity  in  New  Hampshire 
and  New  York, 
states  that  are  ex- 
pected to  be  among 
the  first  to  open  res- 
idential markets  to 
newcomers. 

A  good  computer 
system  is  crucial  to 
success  in  power 


lihi 


mi 


CEO  Lay  is 
scouting  for 
East  Coast 
power  sources 


marketing.  Enron  has  one.  Its  com- 
puters for  the  marketing  and  trading 
of  natural  gas,  developed  at  a  cost  of 
$250  million,  can  easily  handle  elec- 
tricity trades. 
PROFIT  POWER.  This  year,  businesses 
outside  the  original  enterprise  of  nat- 
ural-gas transmission  will  supply  92% 
of  Enron's  $12.5  billion  in  revenues, 
up  from  49%  in  1985.  Enron  has  be- 
come more  profitable,  too:  Analysts 
expect  its  net  income  this  year  to 
reach  $581  million,  up  12%.  "This 
management  team  is  better  prepared 
than  any  other  for  the  convergence  of 
electricity  and  gas  markets  that's  go- 
ing to  occur,"  says  Paine  Webber  Inc. 
analyst  Ronald  J.  Barone. 

Lay  predicts  competition  could 
squeeze  30%  to  40%  of  current  costs 
out  of  today's  market.  Much  of  the 
savings,  he  says,  will  end  up  in  con- 
sumers' pockets.  "Consumers  have 
seen  the  benefits  of  choice  in  telecom- 
munications, and  they  want  choice  in 
energy,"  says  Lay.  If  what  they 
choose  is  Enron,  Lay's  outfit  could  be- 
come the  first  national  energy  utility. 
By  Gary  McWilliams  in  Houston 
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Know  Us  By 
Our  Experience  in 

Billion  Dollar 
M&A  Transactions 


AirTouch 
Communications,  Inc. 

has  acquired 
the  remaining  60%  of 

Cellular 
Communications,  Inc. 

Lehman  Brothers 

Amentech  International, 

Inc.  and  Singapore 
Telecommunications  Ltd. 

in  consortium  with 

Tele  Danmark  A/S 

have  acquired  a 
50%  less  one  share  interest  in 

Belgacom  S.A. 
Lehman  Brothers 

Avis,  Inc. 

has  been  acquired  by 

HFS  Incorporated 
Lehman  Brothers 

BankAmenca  Corporation 

has  acquired  the 

Transportation  and 
Industrial  Financing  Assets 

of 

USL  Capital  Corporation 
Lehman  Brothers 

CBI  Industries,  Inc. 

has  been  acquired  by 

Praxair,  Inc. 
Lehman  Brothers 

The  Continuum 
Company,  Inc. 

has  merged  with 

Computer  Sciences 
Corporation 

Lehman  Brothers 

Forstmann  Little  6s?  Co. 

has  acquired 

Community 
Health  Systems,  Inc. 

Lehman  Brothers 

General  Motors 
Corporation 

has  completed  the  split-oft  of 

Electronic  Data  Systems 
Corporation 

to  its  Class  "E"  shareholders 

Lehman  brothers 

LMC  Global.  Inc. 

has  aquired  through  merger 

The  Vigoro  Corporation 
Lehman  Brothers 

Loral  Corporation 

has  sold  its 
Defense  Operations 

to 

Lockheed  Martin 
Corporation 

and  has  completed  the  spinoff  ot 

Loral  Space  & 
Communications  Ltd. 

Lehman  Brothers 

Meridian  Bancorp,  Inc. 

has  merged  with 

CoreStates 
Financial  Corp 

Lehman  Brothers 

NGC  Corporation 

has  acquired  the 

Warren  Petroleum  and 
Gas  Marketing  Businesses 

from 

Chevron  Corporation 
Lehman  Brothers 

Lehman  Brothers  is  one  of  the  top  global  advisors  on  merger     acquisition  transactions  with 
values  in  excess  of  $1  billion  The  combined  value  of  all  of  our  billion  dollar  transactions  completed 
in  1996  exceeds  $65  billion.  Whether  it's  our  leadership  in  capital  markets,  our  relationships  with 
major  companies  and  governments,  or  our  experience  and  capabilities  in  products  and  markets 
globally,  businesses  and  investors  are  turning  to  Lehman  Brothers. 

Lehman  Brothers 


41996  Lehman  Brothers  Inc.   All  Rights  Reserved    Member  SIPC. 


The  Corporation 


KEVIN  BENSON 


The  troubled  airline's 
restructuring  may  come  too 
late  to  save  it,  or  American 
Airline's  investment 

When  amr  Corp.,  the  parent  of 
American  Airlines,  bought  a 
25%  voting  stake  in  Canadian 
Airlines  International  Ltd.  in 
April,  1994,  both  sides  had  sky-high  ex- 
pectations. Rhys  Eyton,  then  Canadian's 
chairman,  called  the  deal  the  key  to  a 
"miracle"  that  would  finally  pull  Canada's 
long-troubled  No.  2  carrier  out  of  a  tail- 
spin.  As  for  amr,  Chairman  Robert  L. 
Crandall  predicted  that  "we  will  make  a 
nice  return  on  our-  investment."  It  was, 
the  smiling  Crandall  said  back  then,  "a 
win-win  alliance." 

No  one's  smiling  now.  Canadian  has 
lost  more  than  $200  million  since  the 
deal  was  signed.  On  Nov.  1,  ceo  Kevin 
E.  Benson  announced  that  the  $2.4  billion 
carrier  doesn't  have  enough  cash  to  keep 
operating  all  winter.  Ben- 
son is  trying  to  push  a  re- 
structuring plan  to  boost 
cash  flow  by  $185  million 
a  year.  If  he  doesn't  win 
union  backing  by  Nov.  30, 
warns  Benson,  "we  must 
plan  a  shutdown."  To  make 
matters  worse,  the  board 
of  the  carrier's  operating 
company — though  not  that 
of  parent  Canadian  Air- 
lines Corp. — resigned  on 
Nov.  15  after  lawyers 
warned  they  faced  "grow- 
ing personal  liability."  Un- 


der Canadian  law,  directors  can  be  li- 
able for  such  expenses  as  unpaid  wages 
should  the  earner  fold. 

amr  also  has  a  lot  riding  on  the  out- 
come. It  is  expected  to  write  off  most  of 
its  $192  million  investment  in  the  fourth 
quarter.  While  not  a  huge  financial  hit  for 
amr,  it's  clearly  an  embarrassment.  And 
the  problems  could  prove  something  of  a 
black  eye  for  American  Airlines  Inc. 
President  Donald  J.  Carty,  a  Canadian 
citizen  who  championed  the  alliance. 
Sources  close  to  American  say  Canadian's 
troubles  haven't  yet  hurt  Carty,  but 
whether  he  emerges  unscathed  depends 
on  how  the  mess  gets  sorted  out. 

American  says  that  it  "remains  com- 
mitted to  Canadian"  and  the  plans  laid 
by  Benson,  a  turnaround  specialist  who 
took  over  as  ceo  in  July  after  being 
named  Canadian's  cfo  in  late  1994.  But 
Benson's  medicine  may  not  be  strong 
enough  to  stabilize  an  airline  that  hasn't 
made  money  since  1988.  Formed  by  the 
merger  of  Canadian  Pacific  Air  Lines 
and  four  smaller  carriers  in  the  late 
1980s,  Canadian  labored  under  heavy 


100  - 


-200 


-300 


AS  CANADIAN  AIR'S 
LOSSES  PILE  UP... 

NET  INCOME  IN  U.S.  DOLLARS 


...ITS  STOCK 
LOSES  ALTITUDE 

STOCK  PRICE 


'92       '93       '94       '95  '96* 
MILLIONS  OF  DOLLARS     *FIRST  THREE  QUARTERS 

DATA:  COMPANY  REPORTS,  BLOOMBERG  FINANCIAL  MARKETS 


0   i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i  i 

APR.  '94      JAN.  '95  NOV.  19,  '96 

A  DOLLARS 


debt  that  pushed  it  to  the  brink  by  la 
1992.  American  took  its  stake  as  part 
an  $860  million  restructuring  plan. 

Despite  its  troubles,  Carty — who  he~ 
ed  Canadian  Pacific  Air-  Lines  in  the  mi 
1980s — argued  that  the  investment  w 
worth  the  risk.  The  main  reason:  Ame 
ican  signed  a  juicy  20-year  pact  to  pr 
vide  accounting,  reservations,  and  oth 
services  to  Canadian  for  $100  million 
year.  And  American  counted  heavily  o 
Canadian  to  boost  its  own  paltry  pre 
ence  in  Asia.  With  few  Pacific  routes 
its  own,  American  began  feeding  pa 
sengers  to  Vancouver  for  Canadia 
flights  to  Asia  in  1995.  After  the  de 
was  signed,  Crandall  and  Carty,  whos 
brother  Douglas  is  Canadians  cfo,  joine 
Canadian's  board. 

STIFF  competition.  But  with  the  Cr 
gary-based  carrier  now  hanging  by 
thread,  American's  plans  are  in  doub 
Benson  wants  American  to  trim  fees  o 
its  pricey  outsourcing  agreement — whic 
a  rival  airline  exec  says  "was  a  bad  de 
for  Canadian  from  the  start" — by  35% 
And  despite  the  ties,  American  has  don 
little  to  rescue  the  strug 
gling  carrier.  Sources  clos 
to  the  company  concede  i 
may  have  been  too  opti 
mistic.  American  expecte 
air  traffic  in  Canada  t 
grow  faster  and  didn' 
foresee  the  stiff  competi 
tion  it  faced. 

American  was  also  lat 
to  step  in  with  help.  Onl; 
when  it  saw  its  investmen 
was  in  deep  trouble  did  i 
send  up  reinforcements:  I 
August,  1995,  Barbara  R 
Amster,  a  highly  regarde 
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•mer  executive  at  American  now  run- 
ig  Canadian's  marketing  and  sales, 
ned  George  L.  Mueller,  who  took  over 
stonier  service  in  April,  1995,  and 
chard  C.  Haddock,  a  top-ranking  main- 
lance  executive.  Two  other  American 
ecs  have  since  joined. 
Amster  says  she  was  horrified  at  what 
e  found.  There  was  "a  lack  of  disci- 
ne  in  making  decisions,"  she  recalls, 
td  owing  to  earlier  cost-cutting,  Cana- 
in  "was  operating  in  a  different  centu- 

in  information  technology."  That 
;ant  the  carrier  wasn't  even  able  to 
termine  how  profitable  individual 
dits  were,  for  example.  Amster  has 
ice  weeded  out  unprofitable  ventures, 
:h  as  routes  to  Frankfurt  and  Paris, 
d  its  charter  operator,  Canadian  Holi- 
ys.  She  has  also  expanded  routes  with 
ire  potential,  notably  between  Canada 
d  the  U.  S.  And  Amster  has  played  a 
y  role  in  the  route  redesign  at  the 
•e  of  the  restructuring  plan.  She  wants 
cut  domestic  capacity  by  11%,  double 
S.-Canada  flights,  and  up  service  from 
ncouver  to  Asia  by  20%. 
IV  OPTIONS.  But  Canadian's  woes  may 

too  much  for  even  American  to  solve. 
;  biggest  problem  is  that  it  simply 
Bsn't  make  money  flying  in  its  crowded 
me  market.  In  the  east — traditionally 
r  Canada's  stronghold — attempts  to 
sate  a  shuttle  serving  the  busy  triangle 
Toronto,  Montreal,  and  Ottawa  have 
ded  to  the  red  ink.  And  on  the  west- 
l  routes  Canadian  long  dominated,  two 
p-cost  startups  have  forced  the  airline 
slash  prices  this  year. 
Now,  with  $2  billion  in  total  debt  and 
>h  down  to  just  $83  million,  Canadian's 
tions  are  few.  Although  some  unions 
;  calling  for  a  government  bailout,  that 
>ks  unlikely.  As  for  American,  spokes- 
in  Robert  A.  Britton  insists  it  won't  up 
stake.  "Those  who  hold  out  the 
aspect  of  further  investment  are  di- 
rting  attention  from  the  real  issues," 

says.  "There  is  no  tooth  fairy." 
The  only  remaining  hope,  Benson  ar- 
es, is  his  cost-cutting  plan.  But  union 
position  to  his  demand  for  a  10%  wage 
t  could  doom  its  chances.  Even  if  ne- 
tiations  succeed  in  buying  Benson 
ne  time,  critics  say,  it  does  little  to 
solve  Canadian's  real  problem:  the  mur- 
rous  competition  from  Air  Canada, 
[y  opinion  has  always  been  that  Cana- 

can  support  only  one  major  intema- 
nal  earner,"  says  former  Air  Canada 
o  Hollis  L.  Harris,  who  retired  in  May. 
nerican  disputes  that.  But  whatever 
jiadian's  fate,  American  may  find  its  in- 
stment  wasn't  worth  the  headaches. 
By  William  C.  Symonds  in  Toronto 
d  Wendy  Zellner  in  Dallas 
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IT  S  ZERO  HOUR 
FOR  MINUTE  MAID 

Can  an  all-out  push  turn  the  tide  in  the  juice  wars? 


Just  after  Ralph  Cooper  took  the 
helm  at  Minute  Maid,  the  fruit-juice 
division  of  Coca-Cola  Co.,  in  July, 
1995,  he  rallied  35  top  executives  at  a 
resort  near  Austin,  Tex.  Three  gruel- 
ing days  later,  they  each  emerged  with 
a  turnaround  plan  under  one  arm  and  a 
telescope  under  the  other.  "I  wanted 
them  to  see  the  long  future  ahead," 
Cooper  says. 

Yet  with  Minute  Maid's  troubled  pre- 
sent, Cooper  may  have  to  use  his  tele- 
scope to  scout  out  something  a  lot  clos- 
er. The  woes  at  its  $1.6  billion  unit  have 
put  Coke  in  an  unusual  position:  The 
master  marketer  is  being  beaten  at  its 
own  game.  Since  the  early  1990s,  Coke's 
Minute  Maid  has  been  outsold  and  out- 
marketed  by  Seagram  Co.'s  Tropicana 
Products  Inc.,  its  $2.1  billion  juice  divi- 
sion. Now  Cooper,  56,  is  trying  to  cap- 
ture some  of  Coca-Cola's  pizzazz  to 
shake  things  up.  He's  adding  new  prod- 
ucts and  beefing  up  distribution,  includ- 
ing a  deal  with  French  food  giant 
Danone  Group,  announced  Sept.  24,  to 
pump  sales  overseas. 


COOPER:  He  wants  to  sell  fruit  juices 
"everywhere  you  can  find  a  Coke" 

Clearly,  Minute  Maitl  needs  a  fresh 
start.  While  Coke's  cola  division  has 
quenched  thirsts  for  profits  and  soft 
drinks  alike,  Minute  Maid  has  gone  flat. 
In  1994,  it  squeezed  out  just  3%  of 
Coke's  $3.7  billion  in  operating  profits, 
although  it  accounted  for  11%  of  sales. 
And  last  year,  it  lost  $14  million  as  vol- 
ume dropped  4%,  making  it  Coke's  only 
unprofitable  unit. 

"A  thorn."  Give  some  credit  to  Tropi- 
cana, which  has  introduced  an  onslaught 
of  refrigerated  juice  offerings  since  the 
early  1990s.  Tropicana  snatched  the 
No.  1  slot  in  the  $9.8  billion  U.  S.  fruit- 
beverage  market  from  Minute  Maid  in 
1993,  and  it  hasn't  looked  back.  While 
Minute  Maid  soured,  Tropicana's  earn- 
ings before  depreciation  and  amortiza- 
tion for  the  year  ended  June,  1996,  rose 
26%,  to  $206  million.  "It  continues  to 
be  a  thorn  in  Coke's  side,"  says  Roy  D. 
Burry,  analyst  at  Oppenheimer  &  Co. 
Why  can't  the  world's  most  power- 
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ful  soft-drink  marketer  squeeze  decent 
profits  from  juice?  Simply,  the  company 
with  the  strongest  brand  in  the  world 
let  one  of  its  brands  languish.  Cooper 
says  the  Houston-based  Minute  Maid, 
which  Coca-Cola  purchased  in  1960,  has 
long  been  an  overlooked  orphan.  And 
although  Tropicana  has  been  coming  on 
strong  for  years — backing  new  products 
with  strong  marketing  and  promotions — 
only  recently  did  Coke  wake  up.  Minute 
Maid  execs  "felt  they've  known  every- 
thing about  marketing,  but  they've  been 
slow,"  says  one  industry  observer. 

Certainly,  commodity  fruit  juice  is  a 
very  different  business  from  cola.  Yet 
for  decades,  Minute  Maid  dominated  the 
market  with  its  frozen  juices  made  from 
concentrate.  In  the  late  1980s,  Tropicana 
attacked.  It  expanded  its  line  of  refrig- 
erated not-from-concentrate  juices — and 
backed  it  up  with  a  splashy  campaign  to 
convince  consumers  that  they  tasted 
fresher  and  merited  a  premium  price. 
It  worked.  According  to  Information  Re- 
sources Inc.,  Tropicana's  share  of  the 
U.  S.  orange-juice  market,  measured  by 
supermarket  sales  in  dollars,  rose  from 
25.4%  in  the  year  ended  October,  1992, 
to  32.4%  for  the  year  ended  October, 
1996.  For  the  period,  Minute  Maid's 
share  fell  from  24.8%  to  24.3%.  "Con- 
sumers voted  with  their  pocketbooks," 
boasts  Gary  M.  Rodkin,  head  of  Tropi- 
cana's North  America  division. 

Coke's  response  lacked  punch.  Minute 
Maid  came  out  with  a  not-from-concen- 
trate juice  of  its  own,  but  it  never  suc- 
ceeded in  convincing  consumers  that  its 
refrigerated  products  were  as  high-qual- 
ity as  its  rival's.  In  part,  that  was  be- 
cause Minute  Maid  concentrated  on 
price  promotions  aimed  at  boosting  vol- 
ume while  paying  scant  attention  to  pol- 
ishing the  image  of  its  brand.  But  as 
Minute  Maid  struggled,  Tropicana  ex- 
panded masterfully,  rolling  out  a  variety 
of  different  blends  and  package  sizes. 
By  1994,  when  Tropicana  added  a  sales 
team  to  place  more  of  its  highly  prof- 
itable single  servings  in  stores  and  delis, 
Minute  Maid  trailed  far  behind. 
ORPHAN  NO  MORE.  Cooper,  a  career  Coke 
exec  then  heading  its  European  opera- 
tions, was  brought  to  Minute  Maid  as 
coo  in  February,  1995.  Five  months  lat- 
er, he  was  named  president  and  ceo. 
Now,  the  unit  has  Coke's  full  attention. 
"We  have  just  been  readopted,"  he  says. 
To  slash  annual  operating  costs  by  over 
$30  million,  Cooper  has  sold  two  plants 
and  plans  to  get  rid  of  two  more. 

Cooper  is  also  moving  quickly  to 
bring  some  of  Coke's  fabled  distribu- 
tion strengths  to  its  juices.  Although 
Minute  Maid  was  previously  found  only 
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in  supermarkets,  Cooper  teamed  up  last 
spring  with  a  network  of  over  80  dairies 
to  produce  single  servings  of  chilled  or- 
ange juice,  lemonade,  and  punch.  He 
figures  dairies,  with  distribution  sys- 
tems geared  to  refrigerated  goods,  will , 
get  Minute  Maid  into  delis,  cafeterias, 
and  hospitals.  And  he's  redoubling  ef- 
forts to  use  Coke's  bottling  system  to 
sell  Minute  Maid's  nonrefrigerated  prod- 
ucts to  groceries  and  convenience  stores. 
"We'll  be  everywhere  you  can  find  a 
Coke,"  he  says. 

Maybe  so,  but  Cooper  is  still  play- 
ing catch-up.  Tropicana's  Season's  Best 
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single-serving  line  is  well-ensconced  in 
the  same  outlets,  and  shelf  space  may 
be  hard  to  come  by.  "I  don't  think  they 
have  any  advantage  in  these  outlets," 
warns  analyst  Martin  Romm  of  cs  First 
Boston.  And  thanks  in  part  to  a  sophis- 
ticated program  Tropicana  uses  to  tailor 
promotions  to  different  stores — it  can 
show  a  retailer  how  much  it  will  sell 
and  earn  using  different  prices  and  pro- 
motions— Tropicana's  lead  is  growing. 
Although  Minute  Maid  has  a  similar 
system,  it  doesn't  appear  to  be  helping 
as  much.  For  the  year  ended  in  Sep- 
tember, Tropicana  captured  55%  of  the 
growth  in  the  chilled  orange  juice  mar- 


ket, according  to  Information  Resourcj,  if 
while  Minute  Maid  was  flat. 

To  win  another  look  from  consume!  it 
Cooper  has  also  thrown  in  the  towel  m\ 
Minute  Maid's  not-from-concentra[  ? 
juice.  Instead,  he  will  spend  $65  millijii  il 
to  market  a  new  version  of  Minute  Ma  \ 
Premium,  a  juice  that  will  be  adval 
tised  as  tasting  "like  eating  a  fresh,  rii- 1> 
orange."  It's  still  too  soon  to  tell — tfii 
juice  hit  shelves  in  early  November!  m 
but  Robert  G.  Tobin,  chairman  and  d  n 
of  Stop  &  Shop  Co.,  a  Quincy  (MassM 
based  chain  of  193  supermarkets,  thin]  % 
it  may  have  a  winner.  "They're  gettuj  | 
back  to  what  they  do  best  by  coming  il  i 
with  new  products,"  he  says.  Still,  ha 
ii'ii  ready  to  kick  competitors  off  tl  I 
shelf.  The  new  Premium  "will  have  i 
prove  itself,"  he  says. 
GLOBAL  TASK.  The  challenges  are  evd  1 
greater  overseas,  where  Cooper  hopj  j 
Minute  Maid  can  grab  a  bigger  chunk 
the  $40  billion  worldwide  fruit-juice  ma  \ 
ket.  That's  why  it  has  teamed  up  wn  \r 
Danone,  the  $15.9  billion  Paris  parent  m 
Evian  water,  in  a  joint  venture  to  sal 
juice  under  the  Minute  Maid  Danor 
brand  outside  of  North  America.  Minul 
Maid  will  handle  marketing  and  tecl 
nology,  and  Danone  will  make  and  di; 
tribute  the  juice.  By  2000,  Cooper  hopt 
the  brand  will  be  in  50  countries  an 
add  $500  million  to  sales. 

It's  a  tall  order,  since  most  foreig 
consumers  buy  unrefrigerated  juice  i 
cans  or  bottles.  "The  real  challenge  is  t 
change  consumption  habits,"  says  Mar 
na  Menu,  ceo  of  the  joint  ventun 
Cooper  thinks  the  potential  is  then 
since  the  current  consumption  rate  in  ii 
ternational  markets  is  about  one-tent 
that  of  the  U.  S.  In  Europe,  sales  ( 
fruit  juice  are  growing  at  twice  the  rat 
of  soft  drinks.  But  abroad,  too,  Minut 
Maid  is  late.  Since  Tropicana's  Ma?, 
1995,  purchase  of  Dole  Beverages,  J| 
has  expanded  into  15  countries. 

Can  Cooper  pull  it  off?  Some  thin 
Minute  Maid  remains  at  a  disadvantag 
despite  its  new  focus.  Coke's  top  prior 
ty  remains  soft  drinks,  while  at  Sea 
gram,  slow  growth  in  its  alcoholic  bev 
erages  has  made  Tropicana's  success  ; 
must.  For  Seagram,  "Tropicana  was  thi 
only  thing  that  had  growth  prospects,; 
says  Ronald  R.  Weber  of  Weber  Man 
agement  Consultants,  a  Huntington] 
(N.  Y.)-based  beverage  consultant.  "The;' 
focused  on  it  like  lasers.  It's  a  side  aci 
for  Coke."  To  prove  him  wrong,  Coopej' 
must  keep  his  turnaround  from  becom 
ing  pulp  fiction. 

By  Nicole  Harris  in  Houston,  witl 
Gail  DeGeorge  in  Miami  and  Mil' 
Trinephi  in  Paris 
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Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM's 
equity  funds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 

CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 

1-800-246-4246 

www.aimfunds.com 


AIM 

ource:  Morgan  Stanley  International  Perspective,  through  September  30,  1996.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions, 
tnges  in  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed, 
y  be  worth  more  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  9/1 5/94,  will  differ  due  to  a  difference  in  sales  charge  struc- 

P -.111(1  Fund  pvni-rKi'*;  A  I  W  nutrihntnn:  Inr  lfl/OA 


The  most  prcdk  table  tiling  about  business  is  that  it's  unpre- 
dictable. Your  needs  are  likely  to  be  different  from  one  day  to  the 
next  (or  for  that  matter,  from  one  department  to  another).  You 
either  need  a  range  of  servers  to  accommodate  all  your  different 
needs.  Or  one  affordable  server  with  a  very  wide  range. 

Introducing  the  new  Compaq  ProLiant  2500.  Simply  put,  it's 
the  most  versatile  platform  available  today.  Its  modular  chassis  lets 
you  easily  swap  components  to  meet  any  new  set  of  requirements. 
So  vou  only  need  to  purchase  for  your  needs  today.  And  as  your 

rver.  It's  An  Application  Server. 

er.  Can  An  Identity  Crisis  Be  A  Virtue? 

business  grows,  the  Compaq  ProLiant  2500  provides  the  scalability 
to  go  from  file  and  print  to  Internet  or  application  server.  While 
giving  you  the  availability  and  management 
features  you  need  to  run  vour  mission-critical 
applications.  And  with  Distributed  Access,  the 
information  you  need  will  always  be  close  at  hand. 

In  other  words,  it's  the  first  platform  that's  versatile  and 
flexible  enough  to  run  your  business  on  —  today  and  tomorrow. 
To  find  out  more  about  the  ProLiant  2  500  or  Distributed 
Access,  visit  us  at  www.compaq.com/us,  or  call  1-800-B19-7778 
to  locate  the  Compaq  reseller  near  you. 


COMPAQ, 

Has   It   Changed   Your   Life  Yet? 
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REGULATION 


BANKERS  GET  SET 
TO  GO  FOR  BROKERS 


As  the  walls  fall,  bankers 
are  eager  to  shop  for  secu- 
rities firms-large  and 
small,  regional  and  global 

On  a  balmy  afternoon  at  the  Secu- 
rities Industry  Assn.  annual  meet- 
ing last  month,  several  brokerage 
executives  were  sunning  them- 
selves around  the  pool  at  a  Boca  Raton 
(Fla.)  resort.  One  investment  banker 
pointed  to  Donald  B.  Man-on,  the  chief 
executive  of  Paine  Webber  Inc.,  who  was 
sitting  at  a  table  nearby.  "Under  that 
navy  blue  blazer,"  the  banker  quipped, 
"he  is  wearing  a  white  wedding  dress." 

Marron  doesn't  view  Paine  Webber  as 
a  potential  bride.  But  there's  no  ques- 
tion U.  S.  and  foreign  banks  these  days 
are  busy  sizing  up  the  30  or  so  largest 
firms  in  the  U.  S.  securities  industry  as 
potential  merger  partners.  Chase  Man- 
hattan Corp.,  for  instance,  has  done  ex- 
ploratory studies  of  a  number  of  com- 
panies— including  Merrill  Lynch, 
Salomon  Brothers,  Donaldson,  Lufkin 
&  Jenrette,  and  Lehman 
Brothers. 

What's  spurring  this 
behind-the-scenes  mating 
dance?  The  1933  Glass-Stea- 
gall  Act  inhibits  banks  from 
buying  brokers  and  vice 
versa.  But  by  Christmas, 
the  Federal  Reserve  Board 
is  expected  to  enact  a  rule 
change  that  would  make  it 
much  easier  for  commercial 
banks  to  acquire  even  the  largest  bro- 
kerage firms.  Under  euirent  inles,  says 
Sullivan  &  Cromwell  banking  lawyer  H. 
Rodgin  Cohen,  "nothing  but  the  very 
smallest  deals  can  be  done."  The  new 
rules,  says  J.  Christopher  Flowers,  a 
partner  at  Goldman,  Sachs  &  Co.,  "will 
lead  to  more  acquisitions  of  securities 
firms  by  banks."  Men-ill  Lynch  &  Co.'s 
chief  strategist,  Jerome  P.  Kenney,  l-ules 
out  his  firm  but  says  "the  majority  of 
securities  firms  are  likely  to  be  acquired 
by  the  end  of  this  decade." 

If  so,  the  financial-services  landscape 


because  the  prices  wil 
very  difficult  to  swalli 


says  William  L.  Max 
president  of  capital  mar 
at  NationsBank.  Furt 
Congress  in  1997  ma] 
ow   brokers  to 
banks.  Says  PaineW 
ber's   Marron:  "W 
hoping  they'll  elimi 
Glass-Steagall  so  that 
can  make 
acquisition 
bank  or  t 
company." 
Despite  the  wall  betw 
the  two  industries  imposed 
Glass-Steagall,  banks  are  already 
players  in  the  securities  business 
1987,  the  Federal  Reserve  let  b; 
holding  companies  do  some  underwrit 
as  long  as  it  was  segregated  from  o 
mercial  banking  activities  in  special  s 
sidiaries.  The  Fed  also  limited  the  f 
centage  of  a  bank's  gross  revenues  ft 
underwriting  to  5%  of  the  total  gr 
revenues  of  the  subsidiary.  It  has  si 


READY,  AIM  ICWe  would  be 
interested  in  acquiring  a 
national  retail  securities 
company*  J 

—  RONALD  BROOKS,  BANC  ONE 


will  be  radically  reshaped.  Except  for  a 
handful  of  the  largest,  strongest  bro- 
kerages, which  could  stay  independent 
or  even  buy  banks,  the  brokerage  in- 
dustry with  all  of  its  regional  diversity 
could  dwindle  sharply.  Commercial 
banks,  on  the  other  hand,  could  use 
broker  acquisitions  to  regain  lost  mar- 
ket share  and  bolster  their  range  of 
services. 

There  are,  however,  many  obstacles, 
notably  the  inflated  prices  of  securities 
firms  given  the  frothy  U.  S.  stock  market. 
"I  don't  think  there  will  be  a  mass  rush, 


HANDICAPPING  THE  BA 


it 
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(MARKET  CAPITALIZATION) 


BANC  ONE  ($19  BILLION)  Says 
a  national  retail  securities  firm  wo 
its  long-term  strategy. 


CHASE  MANHATTAN  ($40.4  BIL 
On  many  analysts'  lists  of  buyers, 
it's  hard  to  make  a  business  case 
buying. 


NATIONSBANK  ($28.5  BILLION)  Ml 
Would  like  to  buy  a  small  investmi 
bank  outside  New  York  City.  Analy 
say  it  might  do  more. 


SUNTRUST  ($10.8  BILLION)  Say 
might  eventually  make  an  acquisit 
become  a  player  in  equity  IPOs. 


BANKAMERICA  ($34.9  BILLION) 
Would  consider  the  right  acquisitic 
augment  its  product  line. 
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Roberts.  And  R.  Charles  Shufeldt,  CEO 
of  capital  markets  for  SunTrust  Banks 
Inc.,  says  his  bank  might  eventually  buy 
to  develop  equity  underwriting  capabili- 
ties, especially  in  initial  public  offerings. 
"To  build  would  be  a  very  difficult  task," 
he  says.  "It  would  be  better  to  figure 
out  a  way  of  buying  a  boutique  or  a  re- 
gional shop  whose  equity  capacity  and 
research  capacity  can  be  the  core  of  the 
business  we  are  trying  to  build." 
EUROPEAN  SUITORS?  A  dozen  or  so  big 
European  banks  may  fulfill  dreams  of 
being  global  investment  banking  pow- 
erhouses by  acquiring  U.  S.  firms.  "A 
European  could  afford  to  pay  more  and 
likely  would  pay  more,"  says  Raphael 
Soifer,  an  analyst  at  Brown  Brothers 
Harriman  &  Co.  Possible  buyers,  he 
says,  include  Deutsche  Bank,  Dresdner 
Bank,  UBS  Securities,  Swiss  Bank  Corp., 
NatWest  Securities,  Barclays  Bank,  and 
ABN-Amro. 

Bank  acquisitiveness  could  slam  into 
serious  hurdles.  High  premiums  paid 
for  companies  are  tough  to  earn  back. 
"The  business  and  financial  case  is  not 
that  easy  to  make,"  says  Chase  Vice- 
Chairman  Donald  H.  Layton.  Nor  is  the 
cultural  case.  Commercial  and  invest- 
ment bankers  have  sharply  differing 
views  on  such  matters  as  risk  (banks 
are  more  conservative)  and  compen- 
sation. Commercial  bankers  often 
resent  the  higher  pay  of  their  sus- 
pendered  brethren,  especially  after 
a  record  year  on  Wall  Street. 
A  more  tangible  barrier  is  a  Fed 
rule  banning  banks  from  owning  more 
than  5%  of  voting  stock  in  or  con- 
trol of  a  nonfinancial  company. 
Some  investment  banks  own 
large  stakes  in  such  companies. 
dlj's  big  positions  has  deterred 
such  suitors  as  NationsBank. 
Finally,  hostile  takeovers 
seldom  work  because  in- 

(MARKET  CAPITALIZATION)  rj  "^P  "~""^|  vestment  bankers,  who  are 

BROWN  ($961  MILLION)  Would  J  f  '  s0™times  notoriously  peri 

.,,,„,,,,-.  ^  ^^^^H  •  jk   v      1  patetic.  would  likely  jump 

il  to  U.S.  or  foreign  bank.  F,rm  M  If  V  J         'hip  rather  than  work  for  a 

'i°.sAayjPd5PendentL   W    ^j|-pjgF  bank.  Says  McDonald's  Sum- 

I  WITTER  REYNOLDS  ($10.3  /                               Sh^.              *tf  mers:  "You  WOulcl  have  a  lot 

ON)  Strong  retail  network  and  Dis-  »JBM                      Hfe      J  Siting  and  romancing  tak- 

Card  make  it  attractive.  Firm  has  ^^^^P             H     '  [nS  Place-  But  1  don,t  think 

mment.  I          ^^F^  there  will  be  any  shotgun 

  jnr                         *^>^     >g  mamages.  It  will  be  a  rela- 

DNALO  ($240  MILLION)  Sees  no  JpF                                 ^KW  tionship  based  on  the  heart." 

elling  reason  to  sell  out.  Analysts  Still,  whether  heart  or 

could  fit  with  Midwestern  bankL  NQJ  ft  TARGET  i  I  AleX.  BrOWll  Zr^L  fcwZestS 

1ILL  LYNCH  ($12.9  BILLION)  .        „       t  „n  ™01,e  tlian  * tew  mvff ment 

i  be  a  big  coup  for  a  foreign  buyer.  haS  been  111  Play  for  196  ^^Z^^ 

^_^?_^^JIL?eiiing.          years  See  me  in  another  1%  vais-bringing  down  a  once 

EWEBBER  ($2.3  BILLION)  Vedib.  Q^C  illC  III  dllUlIlCl  ItfU    insurmountable  wall. 

h-largest  nationwide  retail  broker.        VeaXS  J  7  By  Alison  Rea  aud  Leah 

says  it  will  stay  independent.  J  Nathans   Spiro   in  New 

dataTbusine™  — A.B.  KRONGARD,  CHIEF  EXECUTIVE  ^Cleveland^ 


ised  that  limit  to  10%.  By  Christmas, 
e  Fed  plans  to  lift  the  cap  to  25%, 
aking  it  more  feasible  for  banks  to 
iy  even  large  brokerages  while  obey- 
g  underwriting  revenue  guidelines, 
nd  on  Nov.  20,  the  Comptroller  of  the 
lrrency  said  that  he  would  give  na- 
mal  banks  new  vehicles  to  underwrite 
curities  and  insurance. 
The  most  attractive  investment  firms 
at  banks  might  target  are  the  Big 
iree:  Merrill,  Goldman,  and  Morgan 
anley.  But  the  conventional  wisdom 
that  these  are  also  in  the  best  posi- 
)n  to  stay  independent.  Sheer  size, 
rge  employee  ownership,  and  deep 
snetration  into  many  banking  busi- 
isses  already  give  them  a  lot  of  lever- 
;e  on  their  own.  "We  see  no  funda- 
ental  reason  to  acquire  or  merge  with 
bank,"  says  Merrill's  Kenney. 
:GIONAL  APPEAL.  More  likely  targets 
e  the  two  smaller  international  in- 
■stment  banks,  Lehman  Brothers  Inc. 
id  Salomon  Inc.,  and  the  investment 
inks  with  largely  U.  S.  businesses: 
analdson,  Lufkin  &  Jenrette  Securi- 
ng Corp.  and  Alex.  Brown  &  Sons  Inc. 
at  these  firms  may  not  rush  to  merge 
;her.  A.  B.  Krongard,  chief  executive  of 
lex.  Brown,  retorts:  "Alex.  Brown  has 
;en  in  play  for  196  years.  See  me  in 
lother  196  years." 

National  retail  securities  firms  such  as 
ean  Witter  Reynolds,  PaineWebber, 
id  A.  G.  Edwards  &  Sons  are  also  pos- 
ole  targets.  Steven  Eisman,  an  ana- 
st  at  Oppenheimer  &  Co.,  finds  re- 
onal  brokers  with  strong  investment 
inking  and  retail  franchises  attractive, 
ost  likely  candidates,  he  says,  are  Mc- 
Dnald  &  Co.  Securities,  in  Cleveland, 

ER  HIT  LIST 


POTENTIAL  SELLERS 


Raymond  James  Financial  in  St.  Pe- 
tersburg, and  Morgan  Keegan  &  Co.  in 
Memphis.  William  B.  Summers  Jr.,  chief 
executive  of  McDonald,  says  no  one  has 
approached  him  about  a  buyout.  And 
he  has  no  imperative  to  sell.  But  he  ex- 
pects "more  communication"  if  the  Fed 
raises  the  underwriting  cap. 

Some  of  the  biggest  banks,  such  as 
J.  P.  Morgan  &  Co.  or  Citicorp,  may  de- 
cide to  keep  growing  their  investment 
banking  prowess  internally  and  through 
targeted  hiring.  But  some  other  U.  S. 
giants  are  eyeing  national  retail  bro- 
kerages, regional  securities  firms,  and 
boutique  shops.  BankAmerica  Corp.,  for 
one,  would  consider  buying  "if  the  right 
opportunity  comes  along  to  add  to  our 
product  set,"  says  Robert  Slaymaker, 
ceo  of  BankAmerica  Securities  Inc.  Na- 
tionsBank Corp.  ceo  Hugh  L.  McColl 
Jr.  recently  told  analysts  he  would  be  in- 
terested in  buying  a  small  investment 
banking  firm  to  serve  small  and  medi- 
um-size businesses.  "We  would  be  in- 
terested in  acquiring  a  national  retail 
securities  company,"  says  Ronald  D. 
Brooks,  CEO  of  Banc  One  Capital  Corp. 

Some  big  regional  banks  are  targeting 
similar  firms.  Says  PNC  Bank  Corp.  Ex- 
ecutive Vice-president  George  Lula: 
"We've  looked  at  regional  broker-deal- 
ers"— but  found  little  to  enhance  the 
bank's  fixed-income  business.  Wa-  ^ 
chovia  Corp.  would  consider  buy-  /§ 
ing  a  securities  firm  under  the  CX^ 
right  circumstances 
says  treasurer 
Richard  B 


Finance 


BUYOUTS 


NOW  LBO  STANDS  FOR 
'LET'S  BREAK  OUT' 

Dealmakers  are  bolting  old-line  firms-and  money  is  following 


M 


uch  of  the  spectacular  success 
of  Kohlberg  Kravis  Roberts  & 
Co.,  the  New  York  buyout  fiiin, 
is  rightly  attributed  to  the  fi- 
nancial savvy  of  principals  Henry  R. 
Kravis  and  George  R.  Roberts.  But  less- 
er-known dealmakers  like  Saul  Fox  have 
also  played  a  crucial  role  in 
kkr's  good  fortune.  Re- 
cruited by  Roberts  in  1984 
from  a  Los  Angeles  law 
firm,  Fox  quickly  distin- 
guished himself  by  putting 
together  some  of  kkr's 
most  lucrative  leveraged 
buyouts,  including  Ameri- 
can Re-Insurance  Co.,  its 
biggest  home  run  to  date. 
It  bought  the  company  in 
1992  for  $1.4  billion  and*  will 
sell  it  in  late  November  for 
$4.1  billion. 

But  after  12  years  at 
kkr,  Fox,  43,  has  struck 
out  on  his  own.  In  October, 
he  set  up  shop  as  Fox  Cap- 
ital Inc.  in  Woodside,  Calif. 
He  hasn't  done  any  deals 
yet,  in  part  because  he  had 
to  make  do  with  cellular 
phones  for  six  weeks  while 
waiting  for  permanent  lines. 
He  plans  to  continue  doing 
what  made  him  successful 
at  kkr,  albeit  as  a  one  man 
show:  "I  want  to  stay  in- 
volved in  the  company  after 
the  acquisition  to  work  with 
it  as  a  director,  consultant, 
and  adviser." 
easy  MONEY.  Fox  is  part  of  a  wave  of 
defectors  from  big-name  lbo  films.  Over 
the  last  few  years,  a  spate  of  veteran 
lbo  specialists  have  leapt  from  the  safe- 
ty of  established  firms  such  as  Thomas 
H.  Lee  Co.  and  Forstmann  Little  &  Co. 
to  hang  out  their  own  shingles.  Steven 
R  Galante,  publisher  of  Private  Equity 
Analyst,  a  Wellesley  (Mass.)  newslet- 
ter, says  that  more  than  half  of  the 
nearly  50  spin-off  lbo  firms  formed  since 
1980  have  cropped  up  since  1994. 
The  driving  force  behind  the  spin- 


offs is  a  flood  of  pension  and  other  in- 
stitutional money  seeking  net  annual 
returns  that  have  averaged  nearly  20%. 
According  to  Boston-based  research  firm 
Venture  Economics,  buyout  funds  raised 
a  record  $14  billion  in  1995  and  may 
surpass  that  level  this  year,  including 


$5  billion  raised  by  kkr.  "If  ever  there 
was  a  time  to  sever  the  ties  with  your 
parent,  the  last  couple  of  years  was  cer- 
tainly it,"  says  Leslie  A.  Bran,  head  of 
consultants  Hamilton  Lane  Advisors  Inc. 
"Almost  anyone  with  a  good  track 
record  can  get  funded  in  this  market." 

The  spin-offs,  indeed,  sport  a  special 
allure  to  investors.  Many  have  more  fo- 
cused market,  investment,  and  opera- 
tional strategies  than  the  KKRs.  The 
spate  of  easy  money  into  spin-offs  might 
not  bode  well  for  investors,  though.  The 


bull  market  has  sharply  pushed  p 
prices  for  target  companies,  makinjit 
increasingly  difficult  for  all  lbo  fir  s, 
which  try  to  buy  undervalued  or  inei- 
cient  companies  with  minimal  equy 
and  lots  of  borrowed  money,  to  fl 
good  deals  and  maintain  high  return! 

Some  industry  watchers  say  that  xm- 
comers  may  be  anxious  to  put  their  mj- 
ey  to  work  quickly,  even  at  inflalu 
prices.  If  the  economy  or  stock  mark 
falters,  acquired  companies  might  \ik 
the  wherewithal  to  repay  their  debt, 
the  buyout  firms  could  be  forced  to  it 
load  their  positions  at  distressed  pricesir 
hold  onto  them  longer  than  they  mift 
have  hoped.  Some  new  lbo  spin-olt. 
says  Joseph  L.  Rice  III,  a  principal  t 
veteran  buyout  firm  Clayton,  Dubiliert 
Rice  Inc.,  "may  feel  a  lot  of  pressureo 
get  something  done  that  vfl 
probably  lead  to  them  p:- 
ing  higher  prices.  They'i 
got  to  establish  that  thjjf 
have  the  knowledge  and  cV 
cipline  to  make  sensih 
deals." 

None  of  this  fazes  ml 
outfits  like  Fenway  Pa^ 
ners,  the  Cypress  Grot;* 
and  J.  W.  Childs  &  Assol 
ates,  which  all  told  ha} 
easily  raised  about  $2  hi- 
lion,  mostly  from  instit* 
tions.  Betting  on  the  maxn 
that  a  fund's  best  returs 
are  often  the  early  retunf 
these  investors  have  hap]!* 
ly  opened  their  wallets  i 
their  search  for  the  nefi 

'  FENWAY  PARTNERS 

Longtime  friends  Petel 
Lamm  (left)  and 
Richard  Dresdale  have! 
bought  10  companies  il 
their  first  18  months 

kkr.  "We  want  to  balami; 
our  portfolio  with  old-linl 
£  proven  lbo  firms  and  will 
I  new  ones  we  hope  will  b| 
come  first-class  producers  down  til 
road,"  says  Barry  J.  Gonder,  senior  ill 
vestment  officer  for  the  California  Pul! 
lie  Employees  Retirement  System. 

One  such  newcomer  is  Jupiter  Par| 
ners.  It  was  created  in  1994  by  Johl 
A.  Sprague,  formerly  a  partner  ;ls 
Forstmann  Little,  and  Terry  J.  Blumeii 
a  former  executive  director  at  Goldma: 
Sachs  &  Co.  In  January,  Jupiter,  whic  < 
runs  a  $350  million  fund,  partnered  wit ' 
Smith  Broadcasting  Group  Inc.,  a  Tja 
station  operator,  to  acquire  four  neij 
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"If  you're  looking  for  a  traveller's  guide  to  the  cyberspace 
road  ahead,  Don  Tapscott  has  a  book  for  you...  and  his 
book  is  packed  with  examples  of  how  businesses  are 
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work-affiliated  TV  stations  for 
$92  million.  In  November, 
Jupiter/Smith  sold  the  same  four 
TV  stations  for  $160  million.  "You 
can  still  make  money  in  this  in- 
dustry," says  Sprague. 

The  newcomers  use  a  variety 
of  strategies.  Some  pursue  in- 
vestments in  companies  with  rev- 
enues of  $50  million  to  $500  mil- 
lion, a  segment  that  is  often 
neglected  by  larger,  more  estab- 
lished players.  Others  are  focusing 
on  industry  niches,  such  as  whole- 
sale distribution  or  high  technolo- 
gy. Still  others  are  looking  for  mi- 
nority stakes.  And  some  are 
focusing  more  on  operational 
strategies,  including  the  increas- 
ingly popular  "build-out"  tech- 
nique of  using  a  core  acquisition 
as  a  platform  to  buy  related  busi- 
nesses and  eventually  take  the 
much  larger  company  public. 
HOME  RUN.  That's  the  game  plan  of 
New  York-based  Fenway  Partners, 
which  was  formed  in  1994  by  long- 
time best  friends  Peter  Lamm, 
then  the  No.  2  man  at  Butler  Cap- 
ital Corp.,  and  Richard  C.  Dres- 
dale,  a  former  managing  director 
at  Clayton,  Dubilier  &  Rice.  Avid 
Boston  Red  Sox  fans,  they  named 
their  frnn  after  the  team's  ballpark 
and  set  out  to  raise  $300  million, 
on  which  they  hope  to  produce  net 
annual  returns  of  25%  to  30%. 
Thanks  to  huge  investor  demand, 
they  eventually  closed  at  $527  mil- 
lion. Fenway  has  been  among  the  most 
aggressive  new  LBO  outfits,  gobbling  up 
10  portfolio  companies  in  its  first  18 
months  of  operation.  All  of  these  deals 
have  been  outright  purchases  of  under- 
performing  units  of  large  companies  with 
well-known  brands. 

Fenway  seems  off  to  a  good  start. 
Since  three  of  the  firm's  four  partners 
have  extensive  experience  in  the  food 
industry,  the  firm  has  specialized  mostly 
in  food-related  deals.  In  September, 
1995,  Fenway  stalled  building  a  frozen- 
food  empire  with  the  $190  million  pur- 
chase of  Van  de  Kamp's  frozen  seafood 
business  and  select  lines  of  Pillsbury 
Co.  Inc.'s  Pet-Ritz  frozen  dessert  busi- 
ness. Since  then,  Fenway  has  forked 
over  an  additional  $260  million  to  buy 
three  other  branded  frozen-food  lines, 
including  Mrs.  Paul's  and  Aunt  Jemi- 
ma. Fenway  hopes  to  boost  profits  by 
building  a  critical  mass  of  well-known 
brands.  Other  deals  include  buyouts  of  a 
manufacturer  of  artificial  flowers  and  a 
maker  of  coin-operated  pool  tables. 

In  contrast,  the  Cypress  Group,  which 


LBO  Firms:  The  New  Generation 


FIRM  NAME 
YEAR  FOUNDED 

PRINCIPALS' 
PREVIOUS  FIRM(S) 

FUND  AMOUNT 

(MiaiONS) 

LAST  MAJOR  DEAL 

STRATEGY 

1 

1994 

Build-outs 

Rice 

Butler  Capital 

K/Qfi-  Rnnah!  Aunt  Ipmima 
0/  JO.  DUUglll  nUlll  Jcllllllld 

frozen  breakfast,  Celeste 
frozen  pizza  businesses  for  1 : 
$188  million 

JUPITER  PARTNERS 

1994 

Build-outs 

Forstmann  Little 
Goldman,  Sachs 

$350 

11/96:  Sold  four  TV  stations  W 
$160  million  it  acquired  1/961 
for  $92  million 

VirKtSS  uliUUr 

1994 

Corporate  partnerships 

1  phman  RrfK 

LGlllIlall  UlUo. 

Merchant  Banking 
Group 

R/Qfi-  Paid  ^IQ  millinn  fnr 

0/ JU.  Idlu  $LLJ  MIIIIIUII  IUI  BJ 

Amtrol  Inc. 

BRUCKMANN,  ROSSER, 

curDDii  i    ©  r»A 
2»rlc.nKILL  <fc  CQ. 

1994 
Mixed 

Citicorp  Venture 

Panital 
l>d|Jlldl 

$400 

3/96:  Bought  Jitney  Jungle  1 

OlUlcb  Ul  MlllcllOd,  a  IcglUlldl  9 

supermarket  chain, 
for  $375  million 

CENTER  STREET 

OADfTAI  DADTMCDC 
VMrl  I AL  rAK  I  ntn9 

1994 

Wholesale  distribution 

Stephens  Inc. 

$110 

7/96:  Acquired  7-Up/RC 

DUUIIIIg  oU.  Ul  rUclLU  rVIUU 

for  $14.9  million 

i  iw  fun  nc 
&  ASSOCIATES 

1995 

Build-outs 

1  HUlHdo  n.  LCC 

«ptou 

4/Qfi-  ArnnirpH  npr^nnal 
t/gu.  r.UL)UilcU  LicloUMal 

products  division  of  London-  1 
based  Reckitt  &  Colman  for 
$123  million 

FOX  CAPITAL 

1996 

Insurance  and  other  LBOs 

KKR 

N/A 

None  to  date 

N/A.-  Will  raise  money  on  a  deal-by-deal  basis 

was  foinned  in  1994  by  four  top  principals 
of  the  Lehman  Brothers  Merchant  Bank- 
ing Group,  has  embraced  an  eclectic  in- 
vestment strategy.  This  includes  making 
majority  and  minority  investments  in 
companies — it  calls  them  "coiporate  part- 
nerehips" — as  well  as  outright  purchases, 
an  approach  that  certainly  worked  for 
them  at  Lehman.  Thanks  to  picks  such 
as  Infinity  Broadcasting,  Lear  Seating, 
and  Loral  Aerospace,  the  $911  million 
that  they  raised  at  their-  old  finn  in  1989 
is  now  valued  at  $3.1  billion.  After  rais- 
ing more  than  $1  billion  for  their  buyout 
fund,  Cypress  Group's  first  deal  was  a 
$139  million  investment  in  Dallas-based 
Cinemark  usa  Inc.,  the  nation's  fifth- 
largest  theater  chain.  Cypress  got  a  44% 
stake  in  Cinemark  and  two  board  seats 
from  the  buyout.  The  fund's  goal  now  is 
to  help  the  theater  chain  expand  both 
in  the  U.  S.  and  internationally.  Says  Cy- 
press Chairman  James  A.  Stem:  "We've 
never  let  structure  stand  in  the  way  of 
doing  a  deal.  If  we  find  the  right  invest- 
ment, we  will  figure  out  how  to  make 
that  investment  work." 


DATA:  COMPANY  REPORTS,  BUSINESS  Wl 

Other  young  lbo  firms,  such  as  Lil 
Rock-based  Center  Street  Capital,  hd 
to  make  their  fortunes  by  investing  inl 
dustiy  and  market  niches  where  ther^ 
less  competition.  The  $110  million  Cer 
Street  Capital  fund — formed  in  1994 1 
Michael  W.  Roher,  former  head  of 
merchant  banking  and  investment  unitj 
Little  Rock's  Stephens  Inc. — focuses 
clusively  on  the  wholesale  distributj 
industry.   That's   a   departure  fr| 
Stephens'  opportunistic  strategy,  wl 
called  for  Roher  to  look  at  all  types  of  | 
vestments.  "Being  focused  makes  a  hu 
difference,"  says  Roher.  "We  don't  wa 
a  lot  of  time  trying  to  figure  out  a  bi 
ness.  We  know  immediately  if  someth 
is  light  for  us."  In  July,  the  firm  decic 
soft-drink  bottling  and  distribution 
right;  it  paid  $14.9  million  for  t| 
7-Up/RC  Bottling  Co.  of  Puerto  Rico. 

As  long  as  investor  money  continu 
to  flow  like  7-Up  from  a  tap,  expe 
more  new  lbo  firms  to  chase  after  it| 

By  Stephanie  Anderson  Forest 
Dallas,  with  Leah  Nathans  Spiro 
New  York 
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THE  WIDE-OPEN  MARKET 
FOR  CLOSED-END  FUNDS 

Eclipsed  by  mutual  funds,  they're  selling  at  huge  discounts 


The  bulls  stampede  through  the  stock 
market  almost  daily.  The  Dow  Jones 
industrial  average  hit  12  new  highs 
in  the  first  14  trading  days  of  Novem- 
ber. Investors  are  pouring  billions  a 
month  into  equity  mutual  funds.  Yet 
closed-end  equity  funds  are  stuck  in  a 
veritable  bear  market. 

It's  not  as  though  their  portfolio  man- 
agers have  missed  the  market.  It's  just 
that  these  funds,  which  invest  the  same 
way  mutual  funds  do  but  are  bought  and 
sold  like  stocks,  have  not  risen  as  fast  as 
the  value  of  their  holdings.  As  a  result, 
they  sell  at  large,  double-digit  discounts 
to  their  net  asset  values  (navs).  Typical- 
ly, those  discounts  shrink  to  single  digits 
in  a  bull  market  or  even  trade  up  to  pre- 
miums as  investors  bid  up  fund  shares. 

Investors  should  not  kiss  off  closed- 
end  funds,  however.  Anyone  investing  in 
mutual  funds  ought  to  check  if  there's  a 
cheaper  alternative  among  closed-ends. 
Managers  of  closed-ends  are  finally 
starting  to  take  steps  to  fight  the  usu- 
ally large  discounts.  Even  so,  investors 
will  be  surprised  at  the  bargains. 
"OVERWHELMED."  Take  the  John  Han- 
cock Regional  Bank  Fund,  a  mutual 
fund  that  has  been  riding  the  crest  of 
banks'  booming  earnings  and  merger 
mania.  The  portfolio  is  up  about  26% 
so  far  this  year — and  this  load  fund  has 
pulled  in  $900  million  in  new  cash  in 
1996.  Now,  consider  John  Hancock  Bank 
&  Thrift  Opportunity  Fund,  its  closed- 
end  cousin  that  trades  on  the  New  York 
Stock  Exchange  and  is  run  by  the  same 
manager.  The  closed-end's  portfolio  is 
also  up  26% — yet  the  market  price  has 
risen  only  17%.  An  investor  can  pick 
up  that  fund  at  a  12%  discount. 

So  why  haven't  closed-end  funds  been 
swept  along  by  the  bull  market?  In  part, 
it's  because  investors  are  unfamiliar  with 
these  funds.  "Closed-ends  are  over- 
whelmed by  mutual  funds,"  says  Edward 
R.  McRedmond,  closed-end-fund  analyst 
at  A.  G.  Edwards  &  Sons  Inc.  "You  can't 
pick  up  a  paper  or  magazine  without  an 
article  on  mutual  funds,  and  the  returns 
have  been  so  good  that  investors  haven't 
felt  the  need  to  look  elsewhere."  In  ad- 
dition, many  people  don't  understand 


how  these  funds 
work,  and  so  they 
ignore  them. 

But  some  experts 
argue  that  investors 
have  shunned  these 
funds  for  more  fun- 
damental reasons. 
"The  fund  manage- 
ments have  not  been 
running  the  funds  in 
the  shareholders'  in- 
terests," according  to 
Thomas  J.  Herzfeld 
of  Thomas  J.  Herz- 
feld Advisors  Inc., 
the  dean  of  closed- 
end  investors. 

Herzfeld  com- 
plains that  many 
companies,  unable 
to  float  new  closed- 
ends,  have  pressed 
rights  offerings  on 
existing  funds.  In 
such  offerings, 
shareholders  receive 
rights  to  buy  new- 
ly issued  shares  in 
the  fund,  usually 
the  market  price, 
are  no  help  to 


HERZFELD:  Fund  managers  haven't 
looked  out  for  shareholders'  interests 


at  a  discount  to 
But  such  offerings 
shareholders  when 
market  prices  are  below  the  nav.  The 
offerings  depress  share  prices  and  di- 


Bargains  Among 
The  Closed-End  Funds 


FUND 

PRICE 

DIFFERENCE  FROM 
NET  ASSET  VALUE 

ADAMS  EXPRESS 

2QA 

-16.7% 

JOHN  HANCOCK  BANK 
&  THRIFT 

2m 

-12.0 

MORGAN  GRENFELL 
SMALLCAP 

-19.0 

NEW  GERMANY 

UA 

-23.5 

SALOMON  BROS.  FUND 

WA 

-12.1 

SCHRODER  ASIAN 
GROWTH 

IVA* 

-12.6* 

TEMPLETON  DRAGON 

WA 

-18.9 

WORLDWIDE  VALUE 

23A 

-10.1 

*  NOV  18  ALL  OTHERS  NOV  19 
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lute  existing  shareholders'  holdin 
Many  fund  boards  have  also  failed 
take  steps  to  narrow  discounts,  such 
buying  back  shares  or  reorganizing  irj 
an  open-end  mutual  fund.  Both  mo 
tend  to  decrease  the  assets  in  the  fu: 
and,  in  turn,  the  fee  income  the  ma 
agers  can  collect. 

SIGNS  OF  CHANGE.  That's  why  HerzfE 
likes  to  invest  in  funds  that  must  ta 
steps  to  narrow  the  discount  if  it  reac 
es  certain  preset  levels.  Schroder  Asi; 

Growth  Fund  is  o: 
of  his  picks.  Stai 
ing  next  year,  tl 
fund   will  be  rl 
quired  to  tender  tl 
shares  if  its  di 
count    is  great 
than  3%  for  a  desi 
nated  12-week  pea 
od.  It's  now  12.695] 
There  are  sigi 
that  fund  companij 
are  starting  to  tall 
the  discounts  sen 
ously.  John  S.  Toba 
president  of  Inved 
ment  Directions  Inj 
a  consulting  firm, 
encouraged  after 
recent  industry  coi 
ference.   "In  pa 
years,  all  the  fun 
executives  talke 
about  was  how  t 
do  rights  offerings 
he  says.  "This  ye 
they  were  talki 
about  how  to  na 
row  the  discounts.' 
Many  fund  observers  think  that  be 
ter  marketing  would  also  help.  "Th 
need  to  hold  meetings  with  analysts 
provide  more  detailed  information,"  sa 
Mariana  F.  Bush,  closed-end-fund  an 
lyst  at  Everen  Securities  Inc.  For 
stance,  closed-ends  report  their  navs 
the  financial  press  once  a  week.  So  o 
any  one  day,  investors  are  never  reall 
sure  where  the  value  of  their  fund 
stands  compared  with  the  market  pric 
About  half  the  funds  now  report  NA' 
daily — Franklin  Templeton  funds  ar 
the  latest  to  start  doing  it — but  the 
are  not  in  the  press.  Investors  have 
call  the  companies  to  get  the  nav. 

Tobey  is  making  a  bet  on  a  resu 
gence  in  closed-end  funds.  He  recentl 
launched  a  newsletter,  The  Closed-E? 
Fund  Investor,  which  recommend 
funds  for  purchase.  The  best  time 
get  into  an  investment,  he  says,  1 
when  nobody  wants  it. 

By  Jeffrey  M.  Laderma' 
in  New  Yorh 
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BY  GENE  G.  MARCIAL 

MORE  JUICE 
AT  PHILIPS 


LYON:  Hunting 
candidates  for 
turnaround 


Investment  manager  Robert  Lyon  is 
an  ardent  large-cap-stock  lover,  so 
he's  raking  it  in  as  big  issues  lead  the 
parade  in  this  market's  advance.  But 
Lyon  looks  for  more  than  just  large- 
caps:  As  president  of  Institutional  Cap- 
ital, he  scours  the  Big  Board  for  stocks 
he  figures  are  in  the 
early  stages  of  a 
turnaround. 

That's  why  he's 
accumulating  shares 
of  Philips  Electron- 
ics (PHG),  the  Dutch 
giant  that  makes 
everything  from 
light  bulbs,  TVs, 
recorded  music,  and 
films  to  medical  de- 
vices, telecom  sys- 
tems, and  industrial 
electronics. 

Lyon  is  convinced 
the  stock  is  worth  nearly  twice  its  cur- 
rent 37.  "A  breakup  of  Philips'  assets 
would  produce  a  value  of  more  than 
$70  a  share,"  he  says.  The  stock,  which 
hit  43  in  mid-February,  tumbled  to  29 
in  late  July,  weighed  down  by  troubles 
at  Philips'  Grundig  unit  in  Germany. 
That  crimped  operating  earnings  of  the 
consumer-electronics  division. 

Lately,  the  stock  has  rallied.  On  Oct. 
1,  the  company  got  a  new  chairman, 
Cor  Boonstra, 
who  Lyon  says  is 
a  "no-nonsense 
manager  and 
tough  cost-cutter 
who  has  been 
eliminating  the 
bleeders  in 
Philips'  worldwide 
operations."  He's 
the  major  reason, 
argues  Lyon,  that 
the  company  is 
turning  around. 

Philips  owns 
75%  of  PolyGram, 
also  a  Big  Board- 
listed  company, 
now  trading  at  48  a  share.  One  of  the 
world's  top  three  recorded-music  com- 
panies— along  with  Time  Warner  and 
Sony — PolyGram  is  worth  $18  a  share 
in  Philips  stock,  Lyon  estimates. 


RALLYING  ROUND 
A  NEW  CHAIRMAN 
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And  Philips,  he  notes,  also  owns  45% 
of  the  Netherlands'  asm  Lithography 
and  36%  of  Taiwan  Semiconductor. 
These  assets  are  worth  a  combined  $7 
a  share,  he  estimates.  "So  you're  get- 
ting the  rest  of  Philips'  vast  operations 
for  just  about  $11  a  share,"  says  Lyon: 
That  includes  a  1%  stake  in  Viacom 
he  values  at  $5  to  $10  in  Philips  shares. 

Philips,  with  1995  sales  of  $40.2  bil- 
lion, is  expected  to  make  $2.50  a  share 
this  year,  figures  Lyon.  Earnings  should 
rebound  to  $4.50  next  year,  and  to  $6 
in  1998.  Philips  earned  $4.91  last  year. 

Lyon's  portfolio  record:  a  39%  gain 
last  year  and  25%  so  far  this  year.  No 
wonder  John  Nuveen  &  Co.  is  looking 
to  buy  Lyon's  money-management  firm. 

THIS  SPIN-OFF  MAY 
PRIME  THE  PUMP 

When  Elcom  International  (elco) 
announced  on  Oct.  12  that  it  was 
considering  taking  public  one  of  its  two 
units,  the  shares  slid  from  8%  to  TA, 
rather  than  climbing  as  ceo  Robert 
Crowell  had  hoped  they  would.  Said 
one  New  York  money  manager  who 
happily  bought  when  the  stock 
dropped:  "Little-known  Elcom  has  be- 
come even  more  undervalued." 

He  thinks  that  with  the  spin-off  to 
the  public  of  20%  of  its  Elcom  Sys- 
tems division,  the  real  worth  of  the 
unit  will  be  unlocked,  boosting  the 
overall  value  of  parent  Elcom  to  be- 
tween 14  to  18  a  share.  Here's  how: 

Elcom's  other  unit,  Catalink  Direct, 
which  produced  revenues  last  year  of 
$123  million,  resells  computer  equip- 
ment using  its  proprietary  Personal 
Electronic  Catalog  &  Ordering  System 
(pecos).  This  system  is  also  at  the  heart 
of  the  unit  that  is  to  be  spun  off— El- 
com Systems.  The  money  pro  estimates 
that  Elcom  Systems  is  worth  $4  to  $5  a 
share  in  Elcom  International's  stock. 

Analyst  Dawn  Simon,  who  was  high 
on  Elcom  even  before  the  spin-off  an- 
nouncement, figures  the  Catalink  unit  is 
worth  $10  to  $13,  based  on  comparable 
companies  in  the  equipment-reseller 
market.  "Elcom  is  a  classic  value  play," 
says  Simon,  because  the  Catalink  unit 
was  "obscuring  the  true  value  of  El- 
com's proprietary  technology."  Given 
the  growing  popularity  of  electronic 
commerce,  she  adds,  the  market  for 
"catalog  and  transaction-processing 
software  is  undeniable."  Before  any 
spin-off,  she  sees  Elcom  making  180  a 
share  this  year  on  estimated  sales  of 


$632  million,  and  44(2  in  1997  on  sal 
of  $832  million.  It  lost  money  in  19: 
on  sales  of  $273  million. 


A  NEW  LILT 
AT  BRITE  VOICE? 


There's  nothing  like  an  earmnj 
shortfall  to  kill  a  stock — or  pour 
it  to  a  near-pulp.  That's  what  happem 
to  Brite  Voice  Systems  (bvsi)  when 
told  analysts  in  August  that  third-qua 
ter  results  might  fall  short  of  expect 
tions  because  of  soft  sales.  Shares  tur 
bled  from  26  in  June  to  11 
November.  They  have  since  edged  i 
to  13.  Brite  Voice  still  looks  like  a  lo 
er,  but  some  deem  it  a  real  bargain. 

Brite,  the  dominant  provider  of  ce 
lular  voice-activated  dialing,  mak< 
voice-response  and  audiotext  systen 
that  enable  businesses  to  offer  the 
customers  access  to  computer-store 
data  through  touch-tone  phones.  Brite 
customers  include  telephone  and  utilit 
companies  and  government  agencies, 
Some  pros  believe  that  at&t  wi 
place  big  orders  soon,  at&t  has  teste 
some  of  Brite's  "enhanced  telephone  fei 
tures"  that  aren 
POUNDED         Vet  available  froi 
TO  A  NEAR-PULP     anybody  else,  saj 
one  investmer 
pro.  "The  first  oi 
ders    could  b 
worth  $60  millio 
to   $100  millio 
over  a  couple  I 
years,"  estimate 
one  investor.  Lasj 
year,  Brite's  sale 
were  $97  million. 

Analyst  Hei 
bert   Tinger  c| 
First  Albany  e$ 
pects  Brite  to  be]1 
come  a  dominan 
player  in  providing  multimedia  an' 
wireless  applications  for  "enhanced 
phone  service  features.  He  says  Brit 
and  a  former  unit  of  at&t  called 
teva  Technologies  are  likely  to  form 
joint  venture  for  Brite  to  provide  th 
"middleware"  that  will  enable  the  soft 
ware  to  run  sophisticated  application 
for  a  new  multimedia  and  wireles 
product.  He  expects  the  technology  to 
become  the  industry  standard  for  en 
hanced  telephone  features. 

Tinger  says  investors  could  see  Brit; 
shares  "double  or  triple  over  the  nex 
year,  while  being  exposed  to  only  j 
modest  downside  risk." 
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'rudential  Investments 


Discovery  Select™ 
Variable  Annuity: 

An  Easier  Way  to 
lave  for  Retirement 


TAX-DEFERRED  COMPOUNDING 
BUILDS  WEALTH  FASTER 


Value  of  $50,000  invested  for  20  years 
earning  8%  average  annual  returns.* 

$233,048 

Tax-Deferred 
Investment 


It's  a  fact:  Most  Americans  working  today  can  plan  on  spending  two  decades 
or  more  in  retirement.  That's  a  lot  of  years  to  finance.  Which  is  why  we 
created  the  Discovery  Select  Variable  Annuity.1  It's  designed  specifically 
to  help  people  like  you  afford  the  retirement  you  have  planned. 


$146,442 

Taxable 
Investment 


31%  federal 
and  state 
taxes  paid 
joch  year  on 
the  'mvest- 
nent  returns 


$176,303 

Tax-Deferred 
Investment 
After  Taxes 


31%  federal 
and  state 
taxes  paid 
at  the  end 
of  20  years 


wrce:  Prudential  Investment  Corporation.  This  exom- 
is  for  illustrative  purposes  only  and  does  not  project 
actual  performance  of  any  variable  annuity,  including 
DISCOVERY  SELECT*  Variable  Annuity.  The  illustra- 
i  does  not  reflect  any  applicable  deductions  for  mortal- 
and  expense  risk/administrative  charges  (1 .40% 
lually  for  DISCOVERY  SELECT  Variable  Annuity)  or  spe- 
:  portfolio  management  fees  for  the  taxable  or  the 
-deferred  investment.  Had  the  chart  reflected  the 
icts  of  fees  and  charges,  its  values  would  have  been 
rer.  There  is  no  guarantee  that  you  will  leceive  me 
ne  result.  Also,  withdrawals  from  me  tax-deferred 
estment  may  be  subject  to  o  10%  penalty  tox  if  with- 
wn  before  age  59  to. 


Discovery  Select5"  Variable  Annuity 
has  the  versatility  you're  looking  for. 

The  power  of  tax  deferral.  Discovery 
Select  allows  your  assets  to  grow  tax-deferred 
until  you  withdraw  them.  With  more  of  your 
money  working,  you  can  build  wealth  faster. 

A  wide  variety  of  investment  solutions. 

An  asset  allocation  program  helps  you  choose 
among  21  investment  options  suited  to  your 
specific  goals. 

Invest  confidently.  Each  of 
Discovery  Select's  variable 
investment  options  is  man- 
aged by  Prudential  or  one 
of  six  other  well-respected 
money  managers.- 


Prudenliol 
AIM  Advisors 
Janus 
MFS 

OpCap  Advisors 
T.  Rowe  Prite 
Warburg  Pincus 


Guaranteed  protection  for  your 
beneficiaries.  With  Discovery  Select,  you  get 
a  death  benefit,  backed  by  Pruco  Life  Insurance 
Company,  that  guarantees  at  least  your  total 
payments  (minus  any  withdrawals  you  make). 

Tracking  your  assets 
is  easy.  Each  quarter, 
you  will  receive  a  compre- 
hensive, easy-to-read 
statement  showing  how 
your  investments 
performed. 

Personalized  sales  and  service.  To  find 
out  more  about  how  the  Discovery  Select 
Variable  Annuity  can  complement  your 
retirement  planning,  contact  your  Pruco 
Securities  Registered  Representative  or 
Prudential  Securities  Financial  Advisor. 

TOLL  FREE  1-800-778-6363 

http://www.prudential.com 


(mfr  Prudential 

Investments 


idential  Investments5"  is  o  unit  of  Prudential  that  manages  invested  assets  on  behalf  of  its  clients.  'DISCOVERY  SELECT"**  Variable  Annuity  is  issued  by  Pruco  Life  Insurance  Company  and  offered  through  Pruco 
curifies  Corporation,  both  subsidiaries  of  The  Prudential  Insurance  Compony  of  America,  Prudential  Plaza,  Newark,  NJ  07102-3//7.  'Call  your  Pruco  Securities  Registered  Representative  or  your  Prudential 
curities  Financial  Advisor  for  more  information  on  the  DISCOVERY  SELECT  Variable  Annuity,  including  prospectuses  detailing  risks,  charges  and  expenses  for  the  DISCOVERY  SELECT  Variable  Annuity  and  the 
liable  Investment  Options.  Please  read  all  prospectuses  carefully  before  you  invest  or  send  money.  DISCOVERY  SELECT*  is  a  service  mork  of  Prudential.  DISCOVERY  SELECT  is  not  available  in  all  states. 


We've  Only  Got  One 
Important  Customer... You. 


Staples  treats  all  of  our  customers  as  if  they 
were  our  only  customer.  No  matter  how  large 
or  small  a  company  is,  Staples  can  focus  on 
the  specific  needs  of  that  particular  business. 

Larger  corporations  (including  Fortune  500 
and  1000  companies)  can  turn  to  the  Contract 
Division.  This  specialized  group  provides 
individual,  customized  supply  ordering 
solutions  to  help  larger  companies  streamline 
their  internal  processes,  and  reduce  wasted 
time  and  money. 

Staples'  mail-order  catalog,  designed  for 
small-  to  medium-sized  businesses,  provides 
a  convenient  way  to  order  hundreds  of  office 
supplies,  business  machines  and  furniture 
items  at  guaranteed  low  prices. 

Our  retail  stores  (over  500  locations)  service 
individual  consumers  and  small  businesses 
with  great  prices,  huge  selection  and  a 
knowledgeable  staff. 

So,  no  matter  how  large  or  small  your 
company  is,  we're  uniquely  positioned  to 
serve  YOU...  our  Most  Important  Customer. 


Let  us  show  you  how  we  can  best  service  all  your 
office  supply  needs.  Call  1-800-813-1588 
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^communications 


IEXT  STOP  FOR  WIRELESS: 
tHAKEOUT  CITY 

)mpetition  among  personal  communications  services  is  going  to  be  brutal 


Jeter  Kay,  an  admitted  technophile, 
plans  to  give  up  his  cellular  phone 
when  his  service  contract  expires 
at  the  end  of  November.  Why?  He 
nks  he  has  found  something  better:  a 
Arer  technology,  called  personal  com- 
inications  service,  or  PCS.  Kay,  presi- 
nt  of  CyberCom  Inc.,  a  Honolulu- 
<ed  Internet  company,  first  tried  PCS 
;ause  it's  cheaper  than  gte  Mobilenet 
:.,  his  cellular  service.  But  what  he 
es  even  better  are  cool  new  pcs  fea- 
•es  such  as  paging,  caller  id,  voice 
il,  call  forwarding,  and  smooth  data 


phone  business.  Until  now,  the  U.  S.  cel- 
lular market  has  been  a  series  of  comfy 
duopolies:  the  local  telephone  company 
and  one  other  provider  for  each  region 
of  the  country.  With  PCS,  each  market 
gets  at  least  two  new  wireless  services. 

The  first  PCS  network  was  launched 
in  Washington,  D.C.,  a  year  ago  by 
American  Personal  Communications,  un- 
der the  Sprint  Spectrum  brand.  Western 
Wireless  Corp.,  the  service  that  Kay 
uses,  followed  in  February  in  Honolulu, 
Salt  Lake  City,  Portland,  Ore.,  and 
Albuquerque. 


calling  rates  for  PCS  minutes  are  mining 
15%  to  20%  lower  than  cellular  in  the 
same  markets.  PCS  operators  are  also 
one-upping  the  cellular  earners  by  elim- 
inating annual  contracts  and  making  the 
first  minute  free  on  incoming  calls. 
"There's  no  doubt  that  consumers  are 
going  to  be  the  big  winners,"  says  John 
Stanton,  ceo  of  Western  Wireless. 
FCC  CURVE.  Fine  for  consumers,  but  for 
PCS  operators — and  the  cellular  incum- 
bents— this  will  be  the  start  of  a  painful 
and  costly  war  of  attrition.  "Clearly,  it's 
not  going  to  be  like  the  days  of  the  du- 


SEATTLE 
I  •  / 

/  SDCKAJ»E 

PORTLAND  / 


I 


mm 

"  FRANCISCO 
\ 


A  TURF  WAR 
WITHOUT  WIRES 

fl,  new  wireless 
:aliing  service, 
PCS,  is  rolling  out 
in  cities  across 
America,  bringing 
lower  rates  and 
more  features  to 
:onsumers 
and  fresh  com 
petition  for 
traditional 
sellular 
operators 


nmum- 

'ions.  "Why 
her  staying  with 
hilar  even  if  it's 
;  same  price?"  says 

y- 

That's  pretty  much  the 
iction  that  companies 
>wing  $15  billion  into  PCS 
stems  are  betting  on.  The 
npanies  that  bid  on  PCS  li- 
ises  between  December,  1994, 
1  March,  1995,  in  the  first  of  sev- 
il  Federal  Communications  Commis- 
n  auctions,  are  now  rolling  out  ser- 
ies. If  they  find  enough  customers 
e  Kay,  these  operators  will  soon  re- 
ape  the  landscape  in  the  wireless 
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Now  comes  the  national  rollout 
(map).  PrimeCo  Personal  Communica- 
tions, a  joint  venture  of  Bell  Atlantic, 
Nynex,  AirTouch  Communications, 
S.    and  U  S  West,  went  live  in  16  cities 
j^,    on  Nov.  12.  Omnipoint  Corp.,  a 
New  Jersey  startup  that  helped 
develop  PCS  technology,  began 
service  in  New  York  City  on 
Nov.   14.  Sprint  Spectrum, 
which  spent  $2.1  billion  to  buy 
up  the  most  PCS  licenses,  and 
at&t  Wireless  Services,  the  second- 
largest  holder,  both  plan  major  rollouts 
over  the  next  six  months. 

As  pes  spreads,  so  will  the  benefits  of 
competition:  Cheaper  prices,  more  fea- 
tures, and  better  sound  quality.  So  far, 
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•  SPRINT 
SPECTRUM 

16  to  18  cities 
should  be  up 
and  running 
by  the  end  of 
the  year 

•  AT&T 
WIRELESS 

Will  start 
operations 
first  quarter 
of  next  year 

•  PRIMECO 
PERSONAL 
COMMUNICATIONS 
Started 
operations 

in  November 
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opoly  where  everyone  is  a  winner,"  says 
Andrew  Sukawaty,  ceo  of  Sprint  Spec- 
trum. "There  will  be  winners,  and  there 
will  be  losers." 

There  c-nuld  be  quite  a  few  losers 
among  the  newcomers.  These  compa- 
nies are  leaping  headlong  into  a  market 
where  there  are  no  nationwide  technol- 
ogy standards  and  where  they  face  con- 
siderable community  resistance  to  then" 
plans  to  build  thousands  of  transmis- 
sion towers.  And  the  fcc  is  about  to 
make  life  more  cliffieult:  After  auctioning 
three  PCS  licenses  in  each  U.  S.  market 
last  spring,  it's  in  the  process  of  auc- 
tioning off  another  three.  With  two  cel- 
lular operators  per  region  already,  that 
would  mean  eight  competitors  in  each 
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market.  There  just  aren't  enough  sub- 
scribers to  go  around. 

The  pes  wannabes  are  facing  financial 
pressures  as  well  as  competitive  ones. 
The  18  companies  that  paid  a  total  of 
$7.7  billion  for  99  PCs  licenses  in  the 
first  three  FCC  auctions  are  now  shelling 
out  an  estimated  $15  billion  or  more  to 
blanket  their  markets  with  transmis- 
sion towers  and  other  gear  to  keep  pes 
subscribers  on  the  air.  Merrill  Lynch  & 
Co.  analyst  Linda  J.  Runyon  estimates 
that  PrimeCo  has  spent  some  $31  per 
potential  subscriber,  excluding  the  costs 
of  the  licenses,  on  the  systems  built  in 
its  first  16  cities,  compared  with  the 
$17  per  customer  originally  budgeted. 
The  entire  network  could  end  up  costing 
$35  per  potential  subscriber,  she  says. 

Investors  are  al- 
ready nervous  about 
the  potential  PCS 
payoff.  The  new  li- 
censes to  be  auc- 


Cellular  giants  aren't  the  only  oppo- 
nents PCS  companies  face.  In  communi- 
ties across  the  nation,  they  are  finding  it 
difficult  to  plant  the  transmitting  towers 
they  need.  While  cellular  operators  were 
able  to  add  sites  as  they  needed  to  ex- 
pand over  the  past  decade,  PCS  opera- 
tors are  trying  to  get  as  many  as  100 
sites  in  a  city  at  once.  They  need  a  lot 
more  than  cellular  operators  because 
PCS  transmitters  cover  a  smaller  range. 

Many  communities  have  balked  at 
the  requests,  delaying  constitution  over 
aesthetic  or  health  concerns.  Saratoga, 
Calif.,  for  instance,  restricts  new  wire- 
less locations  to  avoid  unsightly  towers 
near  residences.  Not  far  away,  the  city 
of  Oakland  is  requiring  a  $5,000  deposit 
for  each  cell  site.  The  result:  PCS  opera- 


The  new  licenses  to  be  auctioned  not 
^i^t^SSt  competition-but  also  deflate  the 

to    greater  price 


deflate  the  values  of 
licenses  purchased 
in  earlier  auctions.  So  while  the  stock 
market  continues  its  upward  charge,  PCS 
issues  have  dropped  considerably.  West- 
ern Wireless,  for  example,  is  down  to 
around  15  from  25  in  May,  and  Aerial 
Communications  Inc.  (formerly  American 
Portable  Telecom),  the  fifth-largest  PCS  li- 
cense holder,  has  dropped  to  7  from  an 
initial  offering  price  of  17  in  April.  Now 
analysts  are  trying  to  figure  out  which 
players  can  prosper  long-term.  "I  think 
you  may  be  able  to  support  four  major 
players  [in  each  market],"  says  Clint 
McClellan,  wireless  analyst  at  Dataque- 
st  Inc.  "The  fifth  is  going  to  have  to  be  a 
niche  player." 

RATE  DROPS.  Meanwhile,  the  established 
cellular  companies  are  beefing  up  tech- 
nology, adding  features,  and  cutting  prices 
to  head  off  the  upstarts.  Most  have  elim- 
inated annual  sei-vice  contracts  for  new 
subscribers  who  buy  their  phones.  And 
rates  are  dropping:  Shortly  before  Prime- 
Co  launched  its  pes  network  in  Chicago, 
Ameritech  Corp.  cut  the  price  per  minute 
on  some  cellular  services  by  15%.  "We're 
not  going  to  run  from  anything,"  vows 
Jack  Rooney,  president  of  Ameriteeh's 
wireless  operation. 

at&t  Wireless  has  also  tried  to  co- 
opt  the  pes  movement.  In  October,  it 
launched  a  new  digital-cellular  service 
and  called  it  Digital  pes.  The  real  pes 
operators  squawked  but  at&t  didn't 
back  down.  Like  the  real  thing,  at&t's 
service  has  voice  mail,  caller  id,  and 
messaging. 


tors  are  launching  service  with  20%  to 
30%  fewer  sites  than  originally  planned, 
estimates  Dataquest's  McClellan. 

The  most  vulnerable  operators  are 
the  tiny  companies  that  won  "entrepre- 
neur" licenses.  The  government  set  aside 
radio  spectrums  for  small  operators  to 
ensure  that  the  PCS  market  would  not 
be  the  exclusive  domain  of  long-distance, 
cable-TV,  and  local  phone  giants.  But 
eight  of  these  entrepreneurs  have  de- 
faulted because  they  were  unable  to 
come  up  with  the  down  payment  for 
their  licenses.  The  largest  winners  of 
the  entrepreneurs'  licenses — NextWave 
and  Pocket  Communications  Inc. — prob- 
ably have  enough  financial  resources  to 
stay  in  the  race,  analysts  say. 

Despite  the  turmoil,  the  FCC  may  sell 
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off  a  seventh  PCS  license  this  spiig. 
That  would  mean  even  less  roomfor 
small  fry.  MCI  Communications  Cp., 
which  sat  out  the  PCS  bidding  becau;  it 
thought  the  asking  prices  were  too  Igfc. 
may  now  have  the  money  to  changits 
mind,  given  its  pending  takeoveibv 
British  Telecommunications  PLC. 
LOVE  AFFAIR.  Whether  that  auction  .jjds 
up  dedicated  to  pes,  though,  is  still  (^sl 
to  question.  The  FCC  is  consideringsi- 
fering  the  spectrum  for  wireless  jtta 
and  Internet  services  as  well  as  vjee 
service.  And  if  the  agency  goes  amri 
with  a  PCS  auction,  the  existing  licenfci 
are  hinting  t  hey  'll  sue  to  prevent  fur  it- 
devaluation  of  their  assets.  "The  li- 
ticipants  in  the  early  rounds  would  Ire 
a  legitimate  gripe,"  says  Benjamia.. 

Scott,  president  ic> 
ceo  of  PrimeCcI 
In  the  meantp, 
PCS  operators  be 
counting  on 
American  >v. 
sumer's  love  air' 
with  wireless.  HI', 
phones  are  air  An 
one  of  the  fastlt-' 
selling  consumer-electronic  gizmos  dir.!. 
and  PCS  could  speed  up  sales.  ToftJ 
about  16%  of  Americans,  some  43  fl 
lion  people,  own  a  wireless  phoneftl 
from  1  million  in  1986  (chart).  In  pi 
next  decade,  analysts  and  industry  efcf 
expect  penetration  to  hit  40%  to  Si 
"People  do  not  want  tethered  comml-t 
cation  if  they  have  the  option  ofRJ 
tethered,"  says  Jack  Scanlon,  hea<Kl 
Motorola  Inc.'s  cellular  infrastructfcj 
group. 

pes  plays  a  big  part  in  the  wirem 
industry's  growth  scenario.  Ultimami 
the  new  service  could  drive  priceMfl 
the  point  where  wireless  calling  st«| 
to  make  inroads  into  the  $90  billion  HI 
telephone  market.  "As  more  carrH 
enter,  wireless  prices  will  fall  and  it  111 
become  more  and  more  attractive  &l 
replacement  [to  wired  phones],"  »| 
PrimeCo's  Scott. 

That  won't  happen  tomorrow,  thoiM 
Wireless  rates  are  still  about  10  till 
those  of  wired  service.  The  new  m 
competition  will  start  pushing  pr«B 
down,  but  it  will  be  two  to  three  y«fc 
before  they  drop  by  50%  or  more  fill 
today's  rates;  the  operators  have  tof- 
coup  their  construction  costs  first.  Wp- 
in  a  decade,  earners  assert,  their  rm 
will  drop  to  wireline  range.  By  the  w 
that  happens,  though,  many  of  the  m 
neers  of  pes  could  be  doa. 

By  Peter  Elstrom  in  Chicago, 
Ami/    Barrett    in  Washington 
Catherine  Arnst  in  New  York 
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"TO-DO"  LIST 


THE  EVERYDAY 

C  ONQUERO  R. 


GARY  BURKE,  JIMMY  OWNER 
Regional  Sales  Manager,  garment  industry. 
Avid  golfer  and  tennis  player. 
Enjoys  gardening.  Frequent  traveler. 
Wife:  Lesley.  Daughter:  Erika. 
Cats:  Nicky  and  Molly. 


v<~~ 


JIMMY  SLT 

Spacious  interior  and  leather  seating  areas  suitable  for  clients. 
Cargo  area  accommodates  several  golf  bags. 
Shrubs  and  plants  easily  loaded  and  unloaded. 
Available  sbift-on-the-fly  four-wheel  drive 
helps  ensure  appointments  are  kept. 


Jimmy 


>J  COMFORTABLY 
M  M  A  N  D 


FOR  MORE  INFORMATION  CALL  TOLL-  FR  Eh  1-888-97-JIMMY  OR  VISIT  OUR  WEBSITE  AT  WWW.gmC.COin/jimmy 


Information  Processing 


TELECOMMUNICATIONS 


AT  NOKIA,  A  COMEBACK- 
AND  THEN  SOME 

A  case  study  in  surviving  in  the  fast-shifting  electronics  business 

As  winter  closed  in  on 
Nokia's  Helsinki  headquar- 
ters a  year  ago,  gloom 
hung  in  the  air.  After  four 
years  of  superheated  growth, 
sales  and  profits  at  the  world's 
No.  2  cellular-phone  manufac- 
turer were  in  gut-wrenching 
decline.  Delayed  chip  deliveries  r^.y 
had  halted  some  assembly  ' 
lines.  Inventories  were  build- 
ing, and  costs  climbing.  On 
Dec.  14,  Nokia  warned  in- 
vestors that  profits  might  suf- 
fer. Within  a  week,  its  stock 
dropped  36%. 

Through   the   dark  days, 
Nokia  managers  insisted  that 
the  setback  was  temporary. 
Now,  they've  proved  it.  On 
Nov.  14,  Nokia  posted  a  39% 
jump  in  third-quarter  sales,  to 
$2.1  billion.  Operating  profit 
rose  21%,  to  $263  million. 
Along  the  way,  Nokia  stole 
sales  from  Motorola  Inc.,  the 
world's  leading  supplier  of  cell  phones. 
While  the  total  market  for  handsets  rose 
by  39%,  sales  at  Nokia's  mobile  division 
jumped  58%,  to  $1.2  billion.  Its  stock, 
at  55  a  share,  is  now  at  a  52-week  high, 
up  66%  since  mid-July.  "They've  done  a 
first-class  job,"  says  Peter  Knox,  an  an- 
alyst with  UBS  Ltd.  in  London. 
CHIP  DEBACLE.  How  Nokia  stumbled— 
and  recovered — could  be  a  case  study  in 
how  precisely  electronics  companies 
must  manage  all  aspects  of  their  busi- 
ness to  survive  in  the  Digital  Age.  In 
just  two  years,  the  cellular  phone  busi- 
ness has  gone  from  an  industry  of  pre- 
dictable product  cycles  and  operating 
margins  as  high  as  16%  to  steep  price 
cuts,  single-digit  operating  margins,  and 
the  kind  of  turmoil  familiar  to  makers  of 
personal  computers  and  camcorders. 

Even  Motorola  was  caught  off-guard. 
It  missed  the  first  wave  of  digital  cellu- 
lar in  Europe,  ceding  market  share  to 
Nokia  and  Ericsson.  It  had  huge  inven- 
tories of  cell  phones  at  the  end  of  1995 
and  in  its  most  recent  quarter  blamed 
poor  earnings  partly  on  rising  competi- 
tion and  falling  margins  in  cellular. 


CEO  OLLILA:  His  "commando  teams"  led  the  turnaround 


In  Nokia's  case,  the  stumble  wasn't 
caused  by  external  conditions  as  much 
as  by  shortcomings  in  the  unglamorous 
but  increasingly  critical  discipline  of  lo- 
gistics— feeding  all  the  right  items  to 
factories,  warehouses,  and  distributors  in 
hundreds  of  locations  around  the  globe. 
Until  1995,  logistics  for  Nokia  were 
straightforward:  With  unit  sales  surging 
100%  a  year,  managers  focused  solely 
on  buying  enough  parts  to  feed  five 
plants  in  Europe,  Asia,  and  the  U.  S. 

The  chip  debacle  in  the  summer  of 
1995,  however,  signaled  new  problems. 

NOKIA'S  PROFIT  REBOUND 


Oi- 
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_1_ 
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'95  '96  '97 

,  MILLIONS  OF  DOLLARS 

DATA:  MORGAN  STANLEY  ESTIMATE,  COMPANY  REPORTS 


Without  the  necessary  chips,  phon^ 
duction  backed  up,  causing  invej 
buildup  in  other  components.  Parts  ] 
were  eroding  by  20%  to  25%  a  yeai 
Nokia  couldn't  take  advantage  o 
trend.  So  it  got  saddled  with  h: 
costs.  Group  operating  margins  fell 
nearly  14%  in  early  1995  to  6%  h 
first  quarter  of  1996,  just  as  the  ce| 
market  slid  into  its  first-ever  slow 
In  North  America,  Nokia  had 
too  optimistic  about  how  quickly  cai 
would  convert  from  anal< 
digital.  That  left  the  com 
with  lots  of  unwanted  d 
handsets — and  no  plan  t( 
analog  units  instead.  "> 
missed  the  continuing  dei 
for  analog,"  says  Dataques 
analyst  Clint  McClellan. 

By  early  1996,  Nokia 
Executive  Jorma  Ollila 
heading   a  turnaround, 
formed  "commando  team 
slash  inventories,  speedin 
turnover  of  raw  materials 
finished  goods.  He  let  reg 
managers  renegotiate  cont 
and  strong-arm  suppliers 
vendors  were  told  to  cut 
ery  times  from  12  weeks 

At  the  same  time,  N 
overhauled  its  managemer 
formation  systems.  It  insti 
software  from  Germany's 
which  let  purchasing  man; 
tap  into  a  real-time  data! 
"  track  excess  parts,  and  rei 
them  to  factories  in  need  of  then 
six  months,  the  commandos  slashec 
supply  of  raw  material  on  hand  fro: 
days'  worth  to  40.  Nokia  also  triple 
turnover  rate  for  inventories,  whicl 
by  35%,  to  $1.69  billion. 

Now,  Nokia  is  betting  big  on  per 
communications  services  (PCS),  a  nev^ 
hilar  market  (page  103),  where  Mot 
trails.  In  March,  Nokia  won  a  $200 
lion  contract  for  PCS  equipment 
American  Portable  Telecom  Inc- 
called  Aerial  Communications  Inc 
Chicago.  Says  Aerial  President 
Warkentin,  "They  really  have  ma 
commitment  to  innovative  services. 

Nokia  also  is  pushing  high-end, 
margin  products.  Its  9000  Commu 
tor,  a  phone/Internet  device,  lists 
$2,000.  It's  a  niche  product,  but  it  si 
that  Nokia  "has  leapfrogged  com 
tors,"  says  AirTouch  International 
ecutive  Director  Edward  A.  Salas. 
as  important,  Nokia  has  learned  ho 
manage  in  a  suddenly  volatile  marl 
By  Gail  Edmondson  in  Hels 
with  Peter  Elstrom  in  Chicago 
Peter  Burrows  in  San  Francisco 
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because 
they 

rock," 


and  other 


technical  reasons  why  Netscape 


uses  Silicon  Graphics  WebFORCE  servers, 


according  to  Webmaster  Robert  Andrews. 


When  you're  the  busiest  site  on  the  Web,        and  scalability  lets  your  Web  site  handle 
when  you  receive  more  than  112  even  the  most  demanding  workloads. 


million  hits  a  day,  when  you  down-  And  since  Silicon  Graphics  offers 

NETSCAPE 

load  2.8  terabytes  in  a  single  week,  the  widest  range  of  compatible 
you  need  servers  that  you  can  depend        servers,  you  can  scale  your  Web 


on.  That's  why  Robert 
Andrews,  Netscape's 
Webmaster,  turned  to 
Silicon  Graphics.  Our 
WebFORCE"'  servers 
combine  64-bit  MIPS® 


A  FEW  OTHER  SITES 
USING  WebFORCE 

www.firefly.com 

www.discovery.com 

www.travelocity.com 

www.bigbook.com 

www.warnerbros.com 

www.lucent.com 

www.webcrawler.com 


site  smoothly  as 
your  on-line  business 
grows.  Technically 
speaking,  it's  the 
best  server  you  can 
buy.  And  it  can  keep 


See  what's  possible 


SiliconGraphics 

Sr     Computer  Systems 


RISC  microprocessors  with  the  highest  your  Web  site  rockin'.  For  more 

data  throughput  in  the  market.  Our  information  visit  our  Web  site  at 

revolutionary  S2MP'"  system  architecture,  www.sgi.com/Products/WebFORCE 

with  industry-leading  I/O,  performance  or  call  800.636.8184  Dept.  LS0054. 
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Science  &  Technology 


AUDIO 


THE  COOKIE-SIZE 
CONCERT  HALL 

A  new  technology  could  turn  loudspeakers  into  relics,  fast 


Imagine  this:  Your  next  stereo  sys- 
tem arrives  without  big,  boxy  loud- 
speakers. Instead,  it  has  a  pair  of 
silvery  disks,  each  the  size  of  an 
Oreo  cookie  and  covered  with  a  dozen 
or  so  circular  crystals.  These  curious 
structures,  which  are  similar  to  the 
piezoelectric  quartz  crystals  that  keep 
time  in  watches,  will  tease  musical  notes 
out  of  thin  air — and  the  sound  will  be 
better  than  that  of  speakers  costing 
thousands  of  dollars. 

This  radical  departure  in  sound  re- 
production, called  HyperSonic  Sound, 
could  be  the  biggest  breakthrough  since 
modern  speakers  were  conceived  in 
1925.  Its  inventor,  Elwood  G.  "Woody" 
Norris,  has  already  filed  for  three 
patents  and  has  an  additional  five  appli- 
cations in  the  works.  He  contends  his 
crystal  speakers  could  supplant  ordi- 
nary speakers  in  everything  from  hear- 
ing aids  and  personal  computers  to 
movie-theater  sound  systems. 

Some  makers  of  high-end  stereo  gear 
agree.  Says  James  J.  Croft,  vice-presi- 
dent for  research  and  development  at 
Carver  Corp.:  "If  this  technology  doesn't 
have  any  hidden  snags,  it  will  replace 
normal  loudspeakers  over- 
night." His  Lynnwood 
(Wash.)  company  is  nego- 
tiating with  Norris'  Amer- 
ican Technology  Corp.  in 
Poway,  Calif.  Carver  hopes 
to  launch  a  "speakerless" 
audio  system  by  next  fall. 
TARTINI  TONES.  Existing 
electromechanical  speakers 
use  electrical  signals  to  vi- 
brate a  thin  diaphragm, 
creating  sound  waves  that 
ripple  through  the  air  in 
all  directions.  Norris'  crys- 
tals pulsate  thousands  of 
times  faster,  emitting  a 
pair  of  ultrasonic  waves  at 
frequencies  far  beyond  hu- 
man— or  animal — hearing. 
But  when  the  ultrasound 
waves  interact,  they  pro- 
duce a  third  sonic  wave — 


and  it  can  be  heard.  This  magic  is  based 
on  a  phenomenon  first  described  by 
Giuseppe  Tartini,  an  18th  century  Italian 
composer:  Whenever  two  different  notes 
are  played  loudly  at  the  same  time,  out 
drops  a  so-called  Tartini  tone,  the  fre- 
quency of  which  is  exactly  the  differ- 
ence between  the  two  original  sounds. 

Because  ultrasonic  waves  travel  in  a 
tight  path,  the  crystals  can  also  pro- 
duce startling  special  effects — by  pro- 
jecting a  selected  sound  to  a  specific  lo- 
cation. Norris  likens  the  principle  to  a 
spotlight:  If  it's  not  shining  toward  you, 
you  don't  see  its  light  until  the  beam 
hits  something.  Similarly,  the  "spot 
sound"  of  a  jet  plane  could  be  aimed  at 
the  ceiling  of  a  movie  theater  and  trav- 
el across  it.  "Today's  speakers  put  sound 
everywhere,"  Norris  says.  "This  one 
puts  sound  only  where  you  want  it." 

More  important,  it  also  avoids  un- 
wanted reflections  in  home  stereos.  With 
ordinary  loudspeakers,  the  music  gets 
tainted  by  echoes  bouncing  off  the  wall 
behind  the  speakers.  These  echoes  ar- 
rive at  your  ears  a  split  second  after  the 
direct  signal  and  "smear"  the  sound.  Get- 
ting rid  of  such  defects,  so  speakers  could 


.a. 


match  the  fidelity  of  digital  audio 
the  motive  behind  Norris'  inver 
Since  the  advent  of  compact  disks  i 
1980s,  distortion  has  been  virtually 
mated  from  audio  recordings.  Toda 
fi's  weakest  link  is  the  loudspeaker. 
SPACE  SAVER.  It's  difficult  for  any 
ventional  speaker  to  reproduce  the 
spectrum  of  human  hearing,  whicl 
tends  from  deep  bass  notes  at  20 
(cycles  per  second)  to  shrill  20,0( 
tones.  Speaker  materials  that  can  ] 
rich  bass  sounds  can't  accurately  h; 
high  notes.  Consequently,  speaker  k 
typically  house  two  or  more  spea 
each  specializing  in  narrow  tonal  ra 
Now,  all  these  complexities  go 


HEAR  THE 
DIFFERENCE 

American  Technology  Corp.'s 
technology  creates  audible 
sound  from  the  interaction  of 
two  high-frequency  signals 
that  are  themselves  inaudible. 
The  reference  signal  com- 
bines with  a  variable  signal 
to  produce  audible  notes 
whose  frequency  is  equal  to 
the  difference  between  the 
reference  and  variable  signals. 
To  produce  middle  C,  or  263 
hertz,  with  a  reference  signal 
of  200,000,  the  variable  signal 
would  be  200,263. 

DATA  AMERICAN  TECHNOLOGY  CORP 
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AURAL  ADVANCE 

Norris  sees  his 
sound  disks  in 
everything  from 
computers  to 
movie  theaters 


the  window.  Norris' 
little  HyperSonic 
speakers  aren't  trou- 
bled by  the  breadth 
of  human  hearing  be- 
cause they  operate  in 
a  different  realm — 
the  ultrasonic.  One  of 
the  two  ultrasonic 
signals  that  produces 
audible  sound  as  a 
byproduct  is  a  con- 
stant 200,000-hz  fre- 
quency. It's  mixed 
with  a  second  signal 
that  varies  from 
200,020  hz  to  220,000 
hz.  Subtract  one 
from  the  other,  and 
the  resulting  Tartini 
;s  run  the  audible  gamut, 
lorris  is  not  the  first  to  try  to  har- 
i  the  Tartini  effect.  But  the  others 
i  dual  transducers  and  attempted 
irecipitate  Tartini  tones  by  crossing 
beams.  This  proved  highly  ineffi- 
t.  "If  you  rely  on  acoustical  events 
he  air,  it's  so  haphazard  that  the  ef- 
is  observable  but  useless,"  Norris 
its.  His  solution:  Mix  the  two  waves 
tronically.  The  resulting  compound 
al  is  fed  to  an  array  of  crystals  that 
is  a  room  with  music, 
/hile  Carver  will  probably  be  the 
to  market  this  concept,  American 
mology  is  already  talking  to  other 
panies  about  applying  it  in  computers 
cars.  Both  industries  have  a  similar 
slem:  They  want  good  sound,  but 
:e  for  speakers  is  at  a  premium.  In 
:tion,  carmakers  are  interested  in  us- 
the  technology  for  so-called  active 
e  cancellation — where  an  "antisound" 
em  listens  for  engine  noises  and  muf- 
them  with  miiTor-image  sounds.  Says 
lard  N.  Lehtinen,  a  former  broad- 
engineer  and  now  an  analyst  at  mar- 
researcher  In-Stat  Inc.  in  Scottsdale, 
:.:  "The  principle  seems  sound,  and 
applications  seem  endless." 
F  HyperSonic  Sound  delivers  on  its 
nise  of  cheaper  yet  better  speak- 
recording  engineers  should  take 
!.  "Now,  any  distortion  you  hear  will 
e  from  the  process  of  capturing  the 
irding  in  the  first  place,"  says  Car- 
3  Croft.  Maybe  Woody  Norris  needs 
went  a  new  microphone  next. 

By  Larry  Armstrong 
in  Poway,  Calif. 


We  hope  you'll  come  visit  Tennessee  this  year.  And  if  you  do,  we  hope  you'll  include  a  stop  in  Lynchburg. 

AT  JACK  DANIEL  DISTILLERY,  we've 
been  rolling  barrels  of  Tennessee  Whiskey  for 
longer  than  anyone  can  remember. 

It  was  1866  when  Jack  Daniel  founded  his 
distillery  here  in  the  Tennessee  hills.  And  here 
is  where  we  have  always  remained,  making 
whiskey  in  the  painstaking  manner 
he  perfected.  "Let's  make  it  the  best 
we  can,  every  day  we  make  it,"  is 
what  our  founder  always  said.  And, 
we  promise,  we're  still  saying  that 
in  Jack  Daniel's  Hollow  130 
years  later. 

SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 


Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow.  Proprietor.  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
Placed  in  rhu  Nadonnl  Register  ut  Hisiurii  PLirrs  b\  rhi>  ( Initpii  .Sr/ir^s  Gniwrnmi'-nt 


Setting  goals  that  seem  unreachable 


It's  this  spirit  that  took  us  from  a  small  te^  | 


might  sound  like  a  silly  idea, 


but  at  Sunkyong,  it's  one  we  can' 


imagine  doing  without.  In  fact, 


it's  a  management  style 


that  we've  worked  into  a 


science.  And  last  year,  it 


helped  us  become  a 


33  billion  dollar  global 


company. 


Now  the  idea  may  seem  new,  but 


what's  behind  it  isn't.  And  that's 


people.  For  us,  the  key  to  success  is 


people  first,  people  second,  people 


third.  Our  people  are  committed  to 


.  When  p 
finish 
readin?  this, 
make  it  into 
a  plane 
and  aim  for 
■  the  moon. 


company  in  the  early  fifties, 


to  one  of  the  world's  few 


vertically  integrated  comparj 


today.       We're    a  glo! 


producer  of  petroleum-bo; 


products  and  polye; 


films,    as    well  as 


telecommunications  lea« 


and     global  trading 


company.     And  that's 


just  the  beginning. 


With   our   people,  we 


help  you  and  your  compq 


achieve  goals  that  seemed  out  of  re 


a    pursuit    of    excellence    beyond         before.  And  together,  if  we  Work  he 


excellence.  For  us,  giving  a  hundred  and  ten         enough  and  aim  high  enough,  who  kno 


percent  is  an  off  day. 


That's  what  me  do. 


where  we  might. Idi 


WHAT  IT  TAKES  TO  GET  THERE. 


Sunkyong  Limited  •  Vukong  Limited  •  Sunkyong  Industries  •  SKC  •  Sunkyong  Engineering  &  Construct 


developments  to  Watch 


fED  BY  NEIL  GROSS 


PING 

■  WET  WIRE' 
fHIN 


5  THAN  A  FEW  OF  THE 

sands  of  computer  execu- 
at  last  week's  Comdex 
niter  trade  show  in  Las 
s  probably  shared  the  ex- 
;nce  of  spotting  a  famil- 
ace,  shaking  hands,  and 
struggling  to  recall  the 

iticipating  such  awkward 
ents,  IBM  was  on  hand  to 
mstrate  its  new  Personal 
i  Network,  or  pan.  The 
)type  consists  of  a  trans- 
?r  the  size  of  a  fat  credit 


card  and  a  slightly 
larger  receiver. 
When  two 
people  with 
pans  shake 
hands,  the 
physical  con- 
tact completes 
an  electric  cir- 
cuit.  The 
transmitters 
then  send  enough 
data  to  create  an 
electronic  calling  card  on  a 
computer  screen.  The  current 
is  only  a  billionth  of  an  am- 
pere— much  less  than  a  small 
static-electric  shock.  But  it's 
enough  to  carry  a  stream  of 
digital  bits. 


The 

new  networks 
are  the  brainchild  of  Thomas 
Zimmerman,  a  researcher  at 
Big  Blue's  Almaden  Research 
Center  in  San  Jose,  Calif.,  and 


Neil  Gershenfeld,  a 
professor  at  the  Me- 
dia Laboratory  of 
Massachusetts  Insti- 
tute of  Technology. 
They  figure  that 
such  pan  systems 
could  help  per- 
sonal electronic 
devices  communi- 
cate with  each  oth- 
er. Using  the  bear- 
er's body  as  a  "wet 
wire,"  a  pan  would 
let  your  pocket  pager 
send  a  caller's  phone 
number  to  a  cell  phone  in 
your  other  pocket.  Then  you 
could  hit  one  button  to  dial 
the  number.  □ 


EFLON 
ITING  FOR 
gOB  CELLS 

cancer  patients  don't 
rom  their  initial  tumors, 
illy,  it's  the  cancers' 
tstases  to  other  organs 
prove  fatal.  Now,  scien- 
in  California  have  engi- 


neered a  sticky  protein  mole- 
cule that  may  provide  some 
defense.  In  experiments  with 
mice,  the  molecule  appears  to 
patrol  the  bloodstream,  at- 
taching to  migrating  cancer 
cells  and  encapsulating  them 
before  they  become  implanted 
at  new  sites. 

Researchers  from  the 
Burnham  Institute — a  cancer 


research  lab  in  La  Jolla — in- 
jected the  molecule,  which 
they  call  superfibronectin,  into 
mice  with  virulent  tumors 
that  typically  spread  to  the 
lungs  and  lymph  nodes.  In  a 
report  in  Nature  Medicine, 
the  researchers  say  the  can- 
cers' spread  to  the  lungs  was 
reduced  by  two-thirds,  while 
metastases  to  the  lymphatic 
system  were  completely  elim- 
inated. There  were  no  appar- 
ent side  effects  in  the  ani- 
mals, says  Dr.  Edward  A. 
Sausville,  associate  director 
of  the  National  Cancer  Insti- 
tute's Developmental  Thera- 
peutics Program.  The  NCI 
program  will  now  collaborate 
with  the  California  team  on 
tests  against  ovarian  tumors 
in  mice. 

Superfibronectin  is  an  en- 
hanced version  of  a  natural 
protein,  fibronectin,  that  acts 
as  scaffolding  for  healthy  cells 
while  they  form  whole  tissues 
and  organs.  Erkki  Ruoslahti,  a 
molecular  biologist  and  presi- 
dent of  the  Burnham  Insti- 
tute, says  superfibronectin  is 
stickier  than  the  original  be- 
cause it  has  more  binding 
sites  that  can  attach  to  recep- 
tors on  tumor  cells — but  not 
to  healthy  cells.  Burnham  has 
licensed  its  technology  to  Tu- 
morex,  a  San  Diego  biotech 
startup.         David  Graham 


MIDGET  WIDGETS 
HIT  THE  FACTORY 

IF  YOU  SHOULD  WANT  TO 

miniaturize  the  precision 
instruments  used  to  moni- 
tor operations  in  a  facto- 
ry, getting  help  from  a 
Swiss  watchmaker  might 
be  a  good  idea.  That's 
what  Keithley  Instru- 
ments Inc.  in  Cleveland 
figured  when  it  decided  to 
raise  the  standards  for  its 
line  of  quality-control  sys- 
tems. But  Swiss  expertise 
turned  up  right  under  its 
nose  in  nearby  Solon, 
Ohio — home  to  Valtronic 
USA  Inc.,  which  helped 
engineer  the  Swatch. 

Keithley's  new  instru- 
ments are  the  size  of  can- 
dy bars,  not  suitcases,  and 
50  times  faster  than  be- 
fore. They  are  small 
enough  to  snuggle  up  to 
manufacturing  operations, 
or  even  get  inside,  to 
keep  watch  over  such 
variables  as  size,  torque, 
or  strain.  Keithley  be- 
lieves the  technology  is  a 
major  step  toward  more 
efficient,  distributed-con- 
trol  systems  for  factories 
of  all  kinds.      Otis  Pod 


)0L  THREADS  THAT  MAKE  A  COOL  LIGHT 

RISTMAS  TREE  DECORATIONS  MAY  SOON  GET  A  WHOLE 

w  look.  Engineers  at  Elam  Electroluminescent 
lustries  Ltd.  in  Jerusalem  have  created  plastic  fibers 
it  emit  cold  light,  like  neon,  in  shimmering  shades  of 
■quoise,  violet,  and  rose.  You  can  coil  them,  tie  them 
knots,  even  snip  pieces  off  without  causing  a  blink. 
The  fibers  employ  a 
hnology  called  electro- 
ninescenee,  used  main- 
as  backlighting  for  liq- 
-crystal  displays, 
im  coats  long  strands 
copper  wire  with  par- 
es of  zinc  sulfide,  then 
•utters"  a  transparent  conductive  layer  onto  them, 
len  current  from  two  aa  batteries  is  applied  between 
( transparent  coating  and  the  core  wire,  the  particles 
it  light — and  stay  lit  up  for  as  long  as  40  hours. 
Marketed  in  the  U.  S.  by  Live  Wire  Enterprises  Inc. 
Brooklyn,  the  fiber  will  appear  on  props  in  Warner 
as.  Inc.'s  forthcoming  Batman  movie,  and  on  Christ- 
s  displays  in  Rockefeller  Center.  Fashion  designers 
ild  weave  the  fiber  into  fabrics  to  add  new  sparkle  to 
ining  attire.  □ 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@businessweek.com 


Shoot  from  any  angle 

The  lens  rotates  a  full  270  degrees 
so  you  can  set  it  to  the  angle  you  want. 


QV 


You  can  perform  unlimited  graphic  wonders  with  the  Casio  QV-100  Digital  Camera. 
It  conveniently  stores  up  to  192  images  at  standard  resolution  or  64  fine  resolution  VGA  images. 


Shoot  and  view 

Take  a  picture  and  view  it  instantly  on  the  brilliant  1 .8''  color  viewfinder. 
If  you're  not-satisfied  with  the  image,  simply  reshoot  it! 

Connect  to  a  TV  lor  big-screen  viewing 

Enjoy  viewing  your  images  with  the  whole  family,  or  leave  a  lasting  impression 
at  business  presentations. 

Instant  prints  of  digital  images 

Connect  to  the  QG-1 00  Color  Printer  and  produce  color  prints  of  images 

as  soon  as  you  shoot  them.  You  can  print  images  on  18. 36  or  46mm  stickers 

and  attach  them  to  cards,  personal  belongings,  etc. 


Upload  images  to  a  PC 

To  create  effective  reports,  proposals,  or  other  documents,  simply  upload 
the  images  to  your  PC. 

•Creatively  retouch  images  or  generate  special  effects  using  the  included 

Adobe®  PhotoDeluxe™  and  ISR  ixlaPhoto™  software. 
•Save  images  on  hard  disk  or  floppies  as  TIFF,  BMP,  PICT  or  JPEG  files. 
•You  can  transmit  images  anywhere  in  the  world  by  e-mail  or  incorporate 

them  into  a  Web  page  by  using  the  included  Microsoft®  Internet  Explorer 

software.  * 


•Microsoft,  Windows,  the  Windows  Logo  and  the  Microsoft  Internet  Explorer  Logo  are  either  registered  trademarks 
or  trademarks  of  Microsoft  Corporation  in  the  United  States  and  /or  other  countries. 
•Adobe  is  a  registered  trademark  of  Adobe  Systems  Incorporated. 
•Adobe  PhotoDeluxe  is  a  trademark  of  Adobe  Systems  Incorporated. 
•IXLA  and  ixlaPhoto  are  trademarks  of  ISR  Group  Limited 


ixlaphoti 
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CASSIOPEIA  is  a  handheld  PC  developed  tog 
osoft®  and  designed  for  Windows 


^     HANDHELD  PC    ^        *  "  HHj  / 

A-1 0  2MB  RAM    A-1 1  4MB  RAM 


The  new  Casio  CASSIOPEIA  handheld  PC  is  changing  the  way  the  world  thinks  of  mobile  data  processing, 
lick  and  easy  data  exchange  with  any  PC  running  Windows®  95  means  you  can  now  take  information  anywhere. 


ltomatic  data  links  with  a  Windows®  95  desktop  PC 

mply  attach  the  CASSIOPEIA  to  the  optional  large/mini  dock  connected  to 
Windows®  95  desktop  PC  for  easy  linking  and  data  synchronization. 

lilt-in  Microsoft®  Pocket  Word/Microsolt®  Pocket  Excel 

le  CASSIOPEIA  comes  with  the  streamlined  versions  of  two  of  the  world's 
ost  popular  PC  applications,  Microsoft®  Word  and  Microsoft®  Excel. 

iwerful  New  Microsoft®  Windows®  CE  Operating  System 

>veloped  for  handheld  PCs  by  Microsoft®,  the  open  platform  architecture  of 
is  operating  system  allows  you  to  run  almost  any  Windows®  CE  application. 


Internet  access  on  the  go 

Use  Microsoft®  Pocket  Mail  to  send  and  receive  e-mail  anywhere  you  are. 
Use  Microsoft®  Pocket  Internet  Explorer  to  surf  the  Net. 

'Internet  access  requires  a  modem  and  the  subscription  to  an  Internet  provider. 

Other  features  and  functions  include: 

•Backlit  display  makes  for  easy  viewing,  even  in  total  darkness. 
•Business  functions  include  Contacts.  Calendar.  Tasks,  World  Clock 
and  Calculator. 

•Simple  operations  with  keyboard  and  stylus. 


CASIO 


GIVES  YOU  VISION 


"All  displays  shown  in  this  advertisement  are  photographic  facsimiles 


©  1996  CASIO  Inc  570  Mt  Pleasant  Avenue.  Dover.  NJ  07801 
TEL  201-361-5400  FAX  201-361-3819  http://www.casio.com/ 

For  the  stores  nearest  you,  call  1-800-327-1266  now. 
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DEALMAKERS 


THE  REAL  ARTIST 
OF  THE  DEAL? 

Henry  Silverman  is  riding  high,  but  investors  are  jittery 

When  Henry  R.  Sil- 
verman gazes  north 
from  the  cozy  41st- 
floor  office  he  shares 
with  two  assistants  on  New 
York's  Fifth  Avenue,  he  looks 
down  on  the  famed  Plaza  Ho- 
tel and  much  of  sleek  Trump 
Tower.  The  view  couldn't  be 
more  fitting.  Silverman,  chief 
executive  of  hfs  Inc.,  has  no 
use  for  trophy  properties, 
though  he  controls  the 
biggest  hotel  network  in  the 
world.  And  there  are  few 
dealmakers  he  differs  from 
more  than  his  flashy  longtime 
acquaintance,  Donald  Trump. 
Says  the  reserved  former  tax 
attorney:  "I  don't  believe  in 
self-promotion." 

Nonetheless,  the  hotel,  real 
estate,  and  rental-car  empire 
Silverman  is  building  seems 
bound  to  make  him  a  far  more 
important  dealmaker  than 
Trump.  Already,  he  owns  the  EMPIRE  BUILDER:  Hotels,  real  estate,  rental  cars- 
rights  to  such  powerhouse 


brands  as  Howard  Johnson,  Days  Inn, 
and  Ramada  in  hotels;  Century  21,  era, 
and  Coldwell  Banker  in  real  estate;  and 
Avis  in  rental  cars.  With  his  $1.7  billion 
purchase  of  phh  Corp.,  announced  on 
Nov.  11,  he'll  add  a  topflight  corporate  re- 
location, mortgage,  and  car-fleet  man- 


agement company.  The  deal  will  bring 
to  about  $5.1  billion  the  value  of  acquisi- 
tions he  has  made  since  mid- 1990. 

If  all  the  pieces  of  this  disparate  em- 
pire work  together  as  he  expects,  Sil- 
verman, 56,  will  be  a  billionaire  in  just  a 
few  years.  The  value  of  his  stake — 12.2 


HENRY  SILVERMAN'S  BUSY  90S 


million  shares  and  options — has  rocW 
to  more  than  $615  million  since  heB 
hfs  public  in  1992.  The  stock  has  sol 
from  a  split-adjusted  4%  to  a  high  oil 
on  Oct.  14  and  now  trades  at  aboul 
"He's  come  out  on  top  of  all  of  us,"  I 
Leon  D.  Black,  managing  paitner  ol 
investment  firm  Apollo  Advisors  LP  M 
longtime  friend  and  associate. 

But  Silverman's  hold  on  his  fortu: 
hardly  rock-solid.  After  its  dizzying  § 
the  stock  has  become  stunningly  vol 
When  Silverman  disclosed  on  Se 
that  he  might  sell  as  much  as  5%  oj 
holdings  each  year  for  es' 
planning  purposes,  the  s! 
fell  6.1%  on  fears  he  waa 
during  his  role.  (In  fact* 
compensation  plan  lets  ■ 
earn  more  stock  thanfc 
would  cash  out.)  And  sino 
phh  purchase,  his  biggest 
gle  deal,  was  announced, 
stock  has  fallen  nearly 
closing  Nov.  19  at  63%. 
UPS  AND  DOWNS.  Riding  I 
a  roller  coaster  is  nothing  a 
for  the  driven  Silverma: 
dealmaker  since  1966,  w] 
he  went  into  investment  bj 
ing  at  White,  Weld  &  O 
firm   absorbed   by  Mel 
Lynch  &  Co.,  Silverman 
had  a  front-row  seat  for  si 
of  Wall  Street's  more  spec! 
ular  ups  and  downs.  AfUi 
stretch  in  the  1970s  withp 
own  mergers  firm,  he  sja 
the  1980s  mastering  levered 
buyouts  at  the  feet  of  Reliitt 
Group  Holdings  Inc.  Chair 
"  and  ceo  Saul  Steinberg, 
verman  says  the  legendary  finan 
taught  him  how  to  manage  in  a  "no 
cuses"  environment. 

Indeed,  Silverman  makes  no  exci 
for  his  own  failures.  While  at  Relia 
for  instance,  he  studied  demogra] 
trends,  then  created  a  broadcasting 


-and  more 


1990  Founds  HFS  as  Hos- 
pitality Franchise  Systems. 
Acquires  the  Howard  John- 
son and  Ramada  franchise 
systems. 

1992  Acquires  Days  Inn 
franchise  system.  Goes 
public. 

1993  Acquires  Super  8 
Motels  and  the  domestic 
Park  Inn  International 
franchise  systems. 


1994  Acquires  the 
Villager  Lodge  franchise 
system.  Establishes 
and  spins  off  National 
Gaming. 

1995  Acquires  the 
160-motel  Knights  Inn 
chain  and  launches 
the  Wingate  Inns  chain. 
In  August,  acquires 
Century  21  and  Western 
Relocation  Management. 


1996  Acquires  the  400-  Agrees  to  buy  Resort  Con 

hotel  North  American  Trav-  dominiums  International 

elodge  system.  time-share  company,  for 

V~                  ~~n~~7.~~  $825  million,  including 
Acquires  Electronic  Realty  iCr-n    ■„•     ■       .  ~L, 
A  H   •  ,        .             3  $550  million  in  cash  anc 
Associates  system.  t  „, 
 I   $75  million  in  stock,  plu 

Completes  acquisition  of  possible  future  payments 

Coldwell  Banker  for  $640  of  $200  million. 

million,  cash,  and  assump-  "        "  ~~~nuu  . 
f      f  d-ior,          a  vX  Agrees  to  acquire  PHH,  z 
tion  of  $100  million  debt.        6      *     ■     ♦  J 
 1   corporate  relocator  and 

Agrees  to  buy  Avis  for  $800  mortgage  originator,  for 

million  in  cash  and  stock.  $1.7  billion  in  stock. 


ta 
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IN  ASIA  THERE'S  ONLY  ONE  NAME 
YOU  NEED  TO  KNOW:  SANWA. 


We've  been  in  Asia  for  decades,  building  a  vast  network  of  close  personal  contacts  and 
developing  deep  expertise.  We  now  have  44  offices  in  12  different  countries  of  the  fast-growing 
Asian  market,  and  the  status  of  a  local  partner.  We  can  introduce  you  to  all  the  right  people, 
and  smooth  your  way  in  any  kind  of  project  or  transaction.  We  can  provide  you  with  the  finest 
in  commercial,  investment,  nearbanking  services  —  and  more.  Our  Asian  network  is  an  integral 
part  of  our  global  network  of  almost  one  hundred  bases  in  thirty  countries,  plus  370  branches 
in  Japan.  With  a  worldwide  presence  on  this  scale,  and  with  our  enormous  resources,  who  could 
connect  you  to  Asia  better  than  us? 

( " sanwa bank  a?*b  unit*  UK— ft  Hew*  "  is  Chinese  for,  "Of  course  I  know  Sanwa.  They  have  been  a  key  part  of  our  business  in  Asia  for  years.") 

&  Sanwa  Bank 

Bringing  the  world  to  Asia 

TOKYO  HEADQUARTERS:  03-5252-1111,  OSAKA  HEAD  OFFICE:  06-206-8111 
http:  //www.sanwabank.co.jp 

The  Sanwa  Bank  Asia/Oceania  Network 


I  Kong   Hong  Kong  Branch,  Kowloon  Sub- 
branch,  Causeway  Bay  Sub-branch, 
China  Resources  Building  Sub- 
branch,  Central  Sub-branch,  Kwun 
Tong  Sub-branch,  Kwai  Chung  Sub-  Taiwan 
branch,  Sanwa  International  Finance  Korea 
Limited,  Sanwa-DSP  Credit  Limited, 
Sanwa  Financial  Products  Co  .  L  P  ,  Singapore 
Hong  Kong  Branch,  Sanwa  Housing 
Loan  (Hong  Kong)  Limited  Malaysia 

i        Shenzhen  Branch,  Shanghai  Branch, 
Dalian  Branch,  Beipng  Representative 


Office,  Tianjin  Representative  Office, 
Guangzhou  Representative  Office,  China 
Universal  Leasing  Co  ,  Ltd  ,  Shanghai 
International  Finance  Company  Limited 
Taipei  Representative  Office 
Seoul  Branch,  Korea  Development 
Leasing  Corporation 
Singapore  Branch,  Sanwa  Singapore  Limited, 
Sanwa  Futures  (Singapore)  PTE  Limited 
Labuan  Branch,  Kuala  Lumpur 
Representative  Office,  Commerce 
International  Merchant  Bankers 


Berhad,  Bank  of  Commerce  (M)  Berhad 
Thailand    Bangkok  International  Banking  Facility. 
Provincial  International  Banking 
Facility  Chon  Bun  Branch.  Provincial 
International  Banking  Facility  Chiang 
Mai  Branch,  The  Siam  Sanwa  Industrial 
Credit  Public  Co  ,  Ltd  ,  The  Siam 
Sanwa  Tnlease  Co  ,  Ltd 
Indonesia  Jakarta  Representative  Office,  P  T 
Sanwa  Indonesia  Bank,  P  T  Sanwa- 
BRI  Finance,  P  T  Inter-Pacific  Bank, 
P  T  Inter-Pacific  Securities 


The  Philippines  Rizal  Commercial  Banking 
Corporation 
Ho  Chi  Mmh  City 
Representative  Office 
New  Delhi  Branch 
Yangon  Representative  Office 
Sydney  Representative  Office. 
Melbourne  Representative  Office, 
Sanwa  Australia  Limited,  Sanwa 
Australia  Finance  Limited 
Osaka  Head  Office,  Tokyo  Head- 
quarters Nationwide  Network  370 


Viet  Nam 

India 

Myanmar 

Australia 


Japan 
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Silverman  is  no  stranger  to  failure.  Among  his  missteps 
Spanish-language  TV  and  a  foray  into  the  casino  busines 


ture  for  the  Spanish-speaking  American 
market,  Telemundo  Group  Inc.  The  net- 
work built  enviable  ratings,  but  adver- 
tisers turned  up  their  noses.  "It  was 
racial  prejudice,"  grouses  Silverman.  He 
wound  up  getting  out  of  Telemundo,  now 
a  profitable  public  company. 

Silverman's  dealmaking  education  at 
Reliance — and  later  at  Blackstone 
Group — set  him  on  the  path  to  hfs.  He 
and  colleagues  at  Reliance  snapped  up 
tlif  Days  Inn  motel  chain  fur  $590  milliun 
in  1984  and  sold  it  five  years  later  at  a 
$125  million  profit.  In  1992,  after  the 
chain  slipped  into  bankruptcy,  he  and 
Blackstone  bought  the  franchise  system, 
without  the  real  estate,  for  $259  million. 
Days  Inn  fit  nicely  with  Ramada  and 
Howard  Johnson,  chains  he  had  acquired 
for  $170  million  in  1990,  when  he 
launched  what  he  saw  as  a  franchised- 
hotel  empire,  originally  called  Hospitality 
Franchise  Systems  Inc.  He  first  tended 
to  the  company  while  at  Blackstone, 
which  he  left  in' late  1991. 

Silverman's  approach:  pick  up  tar- 
nished brand-name  chains,  improve  them, 
then  collect  franchise  fees  and  modest 
royalties  on  revenues.  He  used  borrowed 
money,  which  he  repaid  out  of  cash  flow 
and  the  proceeds  of  four  public  offer- 
ings— two  for  equity  and  two  in  con- 
vertible debt.  With  the  lodging  industry 
gaining  momentum,  healthy  earnings 
growth,  and  a  receptive  market  for  of- 
ferings, finding  capital  was  no  problem. 
One  selling  point:  Silverman  left  the  fa- 
cilities and  most  operating  risk  in  the 
hands  of  franchisee-operators,  a  tech- 
nique he  still  uses,  though  he  has  moved 
beyond  hospitality. 

Silverman,  after  all,  is  a  dealmaker, 
not  a  hotelier.  And  some  of  his  diversifi- 
cations have  backfired.  In  1992,  he  moved 
into  gambling,  backing  casino  projects  in 
several  states.  The  venture  lost  money — 
in  part,  Silverman  says,  because  politi- 
cians didn't  deliver  on  promises  to  legal- 
ize gaming.  He  folded,  at  a  loss  he  figures 
at  about  $25  million.  He  now  avoids  reg- 
ulated industries. 

WORKHORSE.  The  Brooklyn-bom  Silver- 
man comes  by  his  financial  savvy  natu- 
rally. His  father  was  chief  executive  of 
James  Talcott  Inc.,  a  commercial-finance 
fiim.  After  earning  a  degree  in  American 
civilization  at  Williams  College,  Silver- 
man studied  law  at  the  University  of 
Pennsylvania.  After  a  short  stint  in  the 
Navy  reserves— which  he  bluntly  says 


he  joined  to  avoid  going  to  Vietnam — he 
practiced  tax  law  before  jumping  to  Wall 
Street. 

Married  for  the  second  time,  Silver- 
man has  three  daughters,  two  grown  and 
one  a  teenager.  While  hfs  has  900  em- 
ployees in  Parsippany,  N.J.,  he  lives  on 
Manhattan's  Upper  East  Side  and  works 
from  the  office  in  midtown.  He  also  has  a 
weekend  home  in  tony  Westchester 
County,  N.  Y.,  near  where  he  grew  up. 
There  he  indulges  his  love  of  tennis. 

On  the  job,  Silverman  has  minimized 
setbacks  by  doing  his  homework.  "I've 
been  on  Wall  Street  for  22  years  and 
rarely  have  met  somebody  with  that 
combination  of  brains,  hard  work,  and 
ambition,"  says  Peter  C.  Rrause,  a  one- 
time managing  director  of  Morgan  Stan- 
ley &  Co. 

At  the  same  time,  some  deals  suggest 
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an  impulsive  streak.  Take  Silverman's 
purchase  of  Resort  Condominiums  In- 
ternational, an  Indianapolis  time-share 
exchange  company.  Negotiating  a  vol- 
ume-purchasing contract  over  lunch  with 
RCi  owner  Christel  DeHaan,  Silverman, 
who  is  crazy  about  demographics,  got 
caught  up  in  DeHaan 's  discussion  of  how 
trends  will  affect  the  time-share  industry. 
Before  lunch  ended,  "I  convinced  myself, 
and  had  her  half-convinced,  that  we 
should  buy  the  company,"  says  Silver- 
man. He  adds:  "This  is  not  a  good  nego- 
tiating tactic — drooling  and  groveling — 
but  I  do  both  of  those." 

For  the  most  part,  the  stock  market 
has  liked  Silverman's  dealmaking,  though 
the  rationale  for  some  purchases  seems 
elusive.  There's  little  apparent  synergy, 
for  example,  between  hfs's  hotels  and 
the  real  estate  companies  it  has  bought 


since  mid-1995.  But  Silverman  says 
building  a  company  responsive  to  bj 
boomer  preoccupations:  selling  hou 
renting  cars,  taking  vacations.  Moreo 
he  says,  hfs's  strength  is  managing  f 
chisees  in  fast-growing  service  busin 
es — a  view  investors  seem  to  acc< 
since  they  drove  the  stock  up  steadilvB 
last  summer. 

GOOD  EYE.  Lately,  however,  the  man 
has  been  showing  some  skepticism,  u 
least  initially,  investors  didn't  like  1- 
vennan's  $800  million  cash-and-stock  ] 
chase  of  Avis  Inc.,  announced  in  Jy. 
And  some  gulped  when  he  agreed] 
early  October,  to  pay  $625  million  in  d; 
and  stock — plus  as  much  as  $200  miln 
more  depending  on  performance — for  i 
Investors  are  choking  anew  in  the  we 
of  the  Nov.  11  announcement  that  his 
buying  phh  for  $1.7  billion  in  stock,  n 
fact,  phh  seems  a  nice  fit:  Its  vehie 
fleet-management  operations  dovei! 
with  Avis,  while  its  executive  reloca  n 
and  mortgage  businesses  suit  the  ill 
estate  agencies. 

Most  of  hfs's  deals  have  involves 
mix  of  cash,  usually  borrowed,  and  sU 
With  its  four  offerings,  Silverman  is 
been  able  to  hold  down  leverage,  h's 
debt  includes  just  $150  million  in  nosj 
and  $390  million  in  convertible  debtja 
long  as  the  properties  keep  generate 
returns  and  the  stock  keeps  rising,  fl 
have  no  trouble  doing  more  deals. 

Silverman  and  some  observers  I 
hfs's  earning  power  should  calm  I 
vestors.  Montgomery  Securities  anafl 
Michael  G.  Mueller,  for  instance,  expfl 
hfs  to  finish  1996  with  net  incomw 
about  $167  million  on  about  $740  mill 
in  revenues,  then  next  year-,  after  c\oM 
on  phh,  to  earn  about  $450  millionl 
revenues  topping  $1.5  billion.  Silver™ 
says  Mueller,  "has  figured  out  how  fifl 
chising  brand  names  is  good  business 

But  predicting  sales  or  profits  atfl 
rately  may  be  impossible.  Silverman  si 
he'd  like  to  buy  another  rental-car  em 
pany,  and  analysts  are  betting  he's  lcl 
ing  at  the  likes  of  Dollar  or  Thrifty,  bl 
owned  by  Chrysler.  Any  such  additi 
will  throw  projections  out  of  whack, 
so  long  as  hfs's  pieces  keep  working, 
gether  or  apart,  and  the  markets  k 
making  its  stock  a  marketable  currei 
Silverman  will  be  buying  and  selling.' 
far,  his  eye  for  a  good  deal  has  pro" 
his  greatest  asset. 

By  Joseph  Weber  in  New  Yjt 
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He  has  been  a  corporate  executive, 
the  White  House  chief  of  staff,  and 
an  admiral — all  roles  in  a  film 
career  spanning  10  years.  In  real 
life,  he  has  been  a  lawyer,  a  prosecutor, 
and  a  lobbyist.  But  all  these  gigs — 
make-believe  and  actual — don't  com- 
pare with  the  high-profile  role  that 


THE  SENATOR  FROM  CENTRAL  CASTING 
PICKS  UP  THE  GAVEL 

Fred  Thompson's  latest  star  turn  will  be  as  head  of  the  committee  probing  'Donorgate' 

his  image  into  that  of  Farmer  Fre 
driving  a  red  pickup  and  wearing  j 
and  flannel  shirts.  Cooper  attacked 
as  "a  Gucci-wearing,  Lincoln-diiving, 
rier-drinking,  Grey  Poupon-spreading 
lionaire  Washington  special-interest 
byist."  Thompson  won  anyway. 

And  on  Nov.  5,  Thompson  wo 
first  full  Senate  term  after  runni 
made-for-TV  campaign.  He  drove 
hoedown  to  county  fair  in  the  s 
Chevy  truck,  and  ran  folksy  ads  in 
he  and  his  Mama  discussed  the  i: 
tance  of  Medicare  over  the  kitchen 
Thompson  snared  more  votes  than 
politician  in  Tennessee  history,  defe 
Democrat  Houston  Gordon  61%  to 
GIPPER-ISH?  Hollywood  aside,  Thorn 
is  often  compared  with  Ronald  Re 
because  of  his  homespun  style.  Lik 
Gipper,  he  opposes  abortion,  claim 
favor  a  balanced  budget,  and  want 
reduce  the  size  and  role  of  governn 
And  like  Reagan,  Thompson  is  fu 
contradictions.  "We're  losing  the  sup 
of  the  American  people,"  he  laments 
cause  of  the  cozy  relationship  betv 
lawmakers  and  the  fat  cats  who  ban 
their  campaigns.  Yet  Thompson  acc 
donations  from  political  action  commit 
and  even  earned  about  .$500,000 
Washington  lobbyist  from  1975  to  1! 

Thompson's  distrust  of  governn 
stems  from  his  Watergate  experi 
and  his  work  as  a  trial  lawye: 
Nashville,  where  he  helped  uncov 
clemency-for-cash  scheme  that  ultimi 
sent  Democratic  Governor  Ray  Bla 
to  jail.  The  case  made  Thompson  a 
hero,  and  a  film  career  was  born  v 
he  played  himself  opposite  Sissy  Sfl 
in  the  movie  version  of  the  scandal. 

Thompson's  fame  didn't  help  mu< 
the  Senate:  He  spent  his  first  two 
pushing  unsuccessfully  for  term 
campaign-spending  caps,  and  a  bal 
budget  amendment.  Still,  there's  no 
ing  that  if  this  good  ol'  boy  perfl 
well  in  his  new  role  as  Clinton's 
nemesis  on  the  Hill,  he  could  heap  lo'j 
political  damage  on  fellow  Tennessf 
Gore  and  perhaps  land  a  new  par| 
four  years — as  Presidential  candidal 
By  Paula  Buyer  in  Washi 


mer  Senator  Howard  H.  Baker  Jr.  (R- 
Tenn.):  "He  has  real  star  qualities." 

Still,  Thompson,  54,  might  find  fewer 
accolades  than  in  1974,  when  he  was  gop 
counsel  to  the  Senate  Watergate  Com- 
mittee. This  time,  Thompson  is  the  one 
with  the  gavel — and  the  burden  of  keep- 
ing the  public's  attention  without  letting 
his  probe  turn  into 
an  inquisition.  Even 
many  in  the  gop  felt 
that  Senator  Alfonse 
D'Amato  (R-N.Y.) 
went  too  far  in  turn- 
ing his  Select  White- 
water Committee 
hearings  into  a  par- 
tisan exercise  that 
turned  off  voters. 

But  Thompson 
has  an  advantage 
D'Amato  never  had: 
Credibility.  He  de- 
feated a  four-term 


Fred  Dalton  Thompson  is  about  to  play. 

In  January,  the  newly  elected  Repub- 
lican senator  from  Tennessee  is  expected 
to  become  chairman  of  a  panel  digging 
into  the  Clinton  Administration's  alleged 
ethical  lapses.  Thompson  is  especially  ea- 
ger to  probe  the  "Donorgate"  affair,  in 
which  the  Democratic  National  Commit- 
tee allegedly  set  up  a  foreign  fund-raising 
operation.  "The  issue  of  foreign  contri- 
butions is  a  serious  one,"  he  says.  "Peo- 
ple don't  part  with  vast  sums  of  money 
without  wanting  something  in  return." 

In  a  city  filled  with  grandstanders, 
Thompson  is  about  to  take  center  stage. 
With  an  imposing  six-foot-five-inch  frame, 
reverberating  voice,  and  an  ability  to  ex- 
ude sincerity  in  front  of  a  camera,  he's 
central  casting's  version  of  a  lawmaker. 
And  the  Senate  Governmental  Affairs 
Committee,  which  oversees  the  execu- 
tive branch,  is  the  perfect  setting  for  a 
rising  star  already  seen  as  a  possible 
Presidential  contender  in  2000.  Says  for- 


SENATOR 
FRED  DALTON 
THOMPSON 

(R-Tenn.) 

BORN  Aug.  19,  1942,  in  Sheffield, 
Ala.  Raised  in  Lawrenceburg,  Tenn. 

EDUCATION  Memphis  State  Univ.; 
Vanderbilt  Law  School 

FILM  CAREER  Character  actor  in 
20  films,  including  No  Way  Out, 
The  Hunt  for  Red  October,  and  In 
the  Line  of  Fire 

POLITICAL  CAREER  Middle  Ten- 
nessee campaign  manager  for  then 
Senator  Howard  Baker  (1971-72); 
GOP  Counsel,  Senate  Watergate 
Committee  (1973-74).  Won  1994 
election  to  finish  Al  Gore's  Senate 
term,  then  a  six-year  term  in  1996 

Democrat.  Representative  Jim  Cooper, 
in  a  1994  special  election  to  fill  Vice- 
President  Al  Gore's  Senate  seat.  At  the 
time,  Thompson  drove  a  Lincoln  Town 
Car  and  had  a  house  and  a  lucrative  law 
practice  in  Washington.  Yet  he  molded 
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Communications 

U  S  ROBOTICS  SP 
VOICE  33  6  FAXMO 

ONLY  $18940 
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HEWLETT  PACKARD 
DESKJET  400  PRINTER 

ONLY  $204.61 

CDW721B1 


Solutions  for 
Tomorrow's  Business 

You  haven't  experienced  excellence  in 
product  selection,  customer  service  and 
technical  support  until  you've  shopped 
CDW®,  one  of  the  nation's  leading 
direct  marketers  of  microcomputer 
products  to  businesses. 
CDW  offers  the  best  of  today's  new 
technology  from  microcomputing  leaders 
like  Apple,  IBM,  AST,  Compaq,  Toshiba, 
Microsoft  and  more.  We  have  an 
outstanding  reputation  for  pre-sales  and 
post-sales  service  and  provide  lifetime 
toll-free  technical  support  to  all  of  our 
customers.  Call  us  today  and  find  out 
why  CDW  has  set  the  price  and  service 
standards  for  the  computer  industry. 
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TOSHIBA  SATELLITE  110 

NEW  LOW  PRICE! 
$1895.00 
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FREESoftwa  OFFER 

Microsoft 
Technology  Guarantee: 

PURCHASE  ANY  OFFICE  FOR 
WINDOWS  95  APPLICATION  AND, 
WHEN  AVAILABLE,  RECEIVE 
THE  CORRESPONDING 
OFFICE  97  APPLICATION  FREE! 


Over  20,000  brand-name  products  at  discount  prices 


800-896-4239 


UJ  traded  company  ticker  symbol  CDWC  •  D&B  rated  5A1  10-762-7952 

products  and  offers.  CDW  reserves  the  nght  to  make  adjustments  due  to  changing  market  conditions, 


www.cdw.com 


Corey  Pawn 

PQA  Colonial  Invitational,  1996 
U.S.  Open  Champion,  1995 
Ryder  Cup  Team,  1995 


•571 


tour 
ho  Frontier  is. 


I  teJL  them  its  the  first  telecommunication 
company  in  America  with  an  offering  so  complete, 
it  rivals  the  bi&est  players  in  the  game . » 


Local,  Long  Distance,  Cellular;  Paging, 
Video -Teleconferencing  and  Internet  Services 

frontier 

Talk,  To  One  Company. 
1-888-TALK-TO-1 

Toll  Free 
www.frontiercorp.com 

The  Nation's  Fifth  Largest  Long  Distance  Company. 


"OUR  EMPLOYEES  KNOW  HOW  TO 
TAKE  CARE  OF  CHILDREN.  AND  AETNA  KNOWS 
HOW  TO  TAKE  CARE  OF  OUR  EMPLOYEES." 

Dr.  Elanna  Yalow,  President 
Children's  Discovery  Centers  of  America,  Inc 
San  Rafael,  California 


Children's  Discovery  Centers  of  America,  Inc. 
(CDC)  provides  a  healthy  learning  environment  for 
children  all  across  America.  And  Aetna  Health  Plans 
helps  keep  it  that  way. 

From  47  health  plans  to  one.  Based  in  San  Rafael, 
CDC  is  one  of  the  fastest  growing  providers  of  child 
care  services  in  the  country.  But  as  it  grew  into  a 
multi-site  company,  it  continued  to  add  health  plans 
until  it  was  dealing  with  47  different  ones.  Now,  CDC 
only  deals  with  one  carrier — Aetna  Health  Plans. 

Aetna  Health  Planning  makes  the  difference. 

Dr.  Elanna  Yalow  believes  that,  "One  reason  CDC  is 
so  successful  is  our  ability  to  meet  the  individual 
needs  of  the  families,  communities,  and  corporations 
we  serve."  Aetna  believes  in  that  school  of  thought, 
too.  Our  innovative  Aetna  Health  Planning  service  is 
designed  to  provide  flexible,  cost-efficient  solutions 
to  the  unique  health  care  needs  of  companies  like 
Children's  Discovery  Centers.  And  yours. 

No  substitute  for  experience.  Utilizing  our  HMO, 
POS,  and  indemnity  plans,  we  developed  the  right 


health  plan  for  employees  at  all  their  child  care  centers. 
Only  Aetna  could  offer  so  much.  And  because  of  our 
extensive  national  capabilities  and  provider  networks, 
most  of  the  employees  didn't  have  to  switch  doctors. 

Smooth  transition  as  easy  as  1-2-3.  We  held  70  on- 
site  information  sessions  to  answer  employee  questions 
about  the  new  plans.  And  now,  for  all  250  centers. 
Dr.  Yalow,  or  her  Benefits  Department,  can  get  the 
answers  they  need,  from  a  single  Aetna  representative, 
right  here  in  California. 

Aetna  Health  Planning  is  an  ongoing  education. 

We  keep  in  touch  with  the  Benefits  Department  to 
make  sure  everyone  is  getting  the  most  out  of  their 
Aetna  Health  Plan.  And  Aetna's  reporting  capabilities 
deliver  valuable  information  to  help  the  company  con- 
trol costs  and  target  specific  employee  needs. 

So  if  your  health  plan  isn't  making  the  grade,  call 
your  broker,  or  contact  Aetna  at  415-393-7400.  Or  visit 
our  home  page  at:  hup: //www. cietiuihealth.com.  You'll 
be  surprised  at  what  you  might  discover. 

The  more  you  know,  the  better  you  feel.® 
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I  I  I  I  «.  >  ©1996.  Aetna's  HMO  is  offered  by  Aetna  Health  Plans  of  California.  Inc  The  Aetna  POS  and  PPO  are  offered  by  Aetna  Life  Insurance  Co 


THE  REAL 
POWER  OF 
DIGITAL  IMAGING 


The  World's  First  Networkable,  50  Page -Per -Minute,  Digital  Printer/Copier. 
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Out  Copies. 


We  eliminated  mechanical  paper 
handling.  Now  you  scan  instead  of  jam. 
Our  digital  imaging  technology  lets  you 
scan  once  and  copy  forever  —  at  50 
pages  per  minute. 


Out  Prints. 


Now  you  get  a  printer  that  runs  at  break-neck 
speed.  At  50  pages  per  minute,  you  get 
unlimited  sets  of  finished  documents  from 
your  desktop.  And  because  it's  networkable, 
your  whole  office  is  more  productive. 
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The  Konica  7050  Workgroup  Document  System 


Out  Performs. 


With  all  the  performance  advantages  of  the  Konica  7050, 
it  still  gives  your  budget  a  break.  You  get  laser-quality 
documents  faster  whether  you're  copying  or  printing  or 
stapling  or  collating.  All  at  an  affordable  cost,  with  a 
cost-per-copy  that's  lower  than  typical  analog  copiers  and 
laser  printers.  So  break  out  of  the  ordinary  with  the  real 
power  of  the  Konica  7050  Digital  Printer/Copier. 

Call  1-800-2-KONICA 

(1-800-256-6422) 

See  us  on  the  internet  at  www.kbm.com 
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Out  In  Front. 
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ou'll  never  view 
variable  annuities 
the  same  way  again. 


This  innovative  software  is  the  first 
of  its  kind  and  the  most  up-to-date 
way  to  learn  about  variable  annu- 
ities and  how  they  work. 

You'll  be  able  to  compare 
the  T.  Rowe  Price  No-Load 
Variable  Annuity  to  a 

mutual  fund  investment  and 
consider  which  will  allow 
you  to  accumulate  greater 
assets  as  well  as  provide 
you  with  more  income 
during  retirement. 

The  Analyzer  uses  your  personal  information — 
such  as  tax  rates,  life  expectancy,  and  proposed 
investment  strategy — to  help  you  compare  the  two 
investment  options. 

"Point  and  click"  your  way  through  the  process, 
stopping  for  definitions  or  more  detailed  explana- 
tions if  you  wish.  Clear,  colorful  tabs  identify 
the  topics. 

To  run  the  Analyzer,  you  need  Windows  3.1  or 
higher  running  on  an  IBM-compatible  PC  with  a 
386  processor  or  greater,  a  hard  drive  with  4  MB 


The  T.  Rowe  Price 
Variable  Annuity  Analyzer 


free  space,  4  MB  of  RAM,  and  a 
3- 5 -inch  high-density  disk  drive. 
A  VGA  or  higher  resolution 
monitor  is  recommended. 


However  you  view  variable 
annuities,  the  T.  Rowe  Price 
Variable  Annuity 
Analyzer  will  help  you 
compare  your  options. 
Call  for  the  free  disk 
and  kit  today.  We'll  also 
enclose  a  prospectus  that 
contains  more  complete 
information,  including  charges.  Read  the 
prospectus  carefully  before  you  invest  or  send 
money.  Minimum  investment  $10,000. 

Call  1-800-341-1207  for  your 
free  Variable  Annuity  Analyzer 
and  Decision  Guide. 


Invest  With  Confidence 

T.RoweFHce 
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we  Price  No-Load  Variable  Annuity  is  issued  by  Security  Benefit  Life  Insurance  Company  (Form  V6021).  In  New  York,  it  is  issued  by  First  Security  Benefit  Life 
:e  And  Annuity  Company  of  New  York,  White  Plains,  New  York  [FSB201  ( 4-94)  1 .  T.  Rowe  Price  refers  to  the  underlying  mutual  funds'  investment  managers;  the  distribu- 
iwe  Price  Investment  Services,  Inc.;  T.  Rowe  Price  Insurance  Agency,  Inc.;  and  T.  Rowe  Price  Insurance  Agency  of  Texas,  Inc.  The  Security  Benefit  (iroup  of  Companies  and  the 
rice  companies  are  not  affiliated.  The  Variable  Annuity  and  Analyzer  may  not  be  available  in  all  states.  This  variable  annuity  contract  has  limitations.  Call  a  representative  for 
complete  details  of  the  coverage.  WINDOW'S  is  a  trademark  of  Microsoft  Corporation.  vai  i  i  i293i 


I  sn't  it  nice  to  know  that  taking  care 
of  your  workers'  compensation  insurance 
doesn't  have  to  be  a  full  scale  production? 

It's  something  over  250.000  businesses 
in  California  have  already  discovered. 
Because  at  State  Fund  we  believe  in 
giving  you  more  than  what  you  expect. 

Like  the  way  we  approach  our  claims 
management.  By  monitoring  medical 
expenses  and  focusing  on  early  return  to 
work  planning,  we  can  help  keep  your 
costs  down.  While  still  providing  your 
injured  employees  with  timely  medical 
care  that's  appropnate  for  their  injury 

But  then  we  have  had  plenty  of  time  to 
perfect  the  fine  art  of  worry-free  service. 
After  all.  we've  been  California's  leading 
provider  of  workers  compensation 
insurance  for  more  than  80  years. 

So  take  the  first  step.  Call  your  broker 
or  call  us  at  1-888-STATE  FUND  toll-free. 
It'll  be  the  best  move  you've  ever  made. 

STATE 

COMPENSATION 
INSURANCE 

FUND 

GET  MORE.  WORRY  LESS. 

www.scif.com 


NOW  THAT  Cathy  Iwaki  MOVED 
HER  COMPANY  TO  STATE  FUN] 
SHE'S  SHUFFLING  SOMETHINC|[ J 
BESIDES  JUST  PAPERWORK. 


vironment 


LUTION 


Even  before  the  Environmental  Protection 
Agency  proposes  tougher  standards  on  smog  and 
airborne  particulates,  the  lobbying  has  begun 


IE  DUSTUP 
fER  DUST 

EPA's  bid  to  set  new  air-quality  rules  has  industry  fuming 

my  Americans  be- 
ieve  the  air  they 
Dreathe   is  getting 
;r.    But   in  recent 
scientists  have 
1  together  evidence 
,ig  that  a  largely  un- 
ited class  of  pollu- 
-tiny  dust  particles 
1  as  fine  particu- 
-may    be  causing 
mds  of  deaths  each 
These  microscopic 
5  appear  to  lodge 
in  the  lungs,  where 
nay  cause  long-term 
*e.  "This  research 
on  the  scene  like  a 
shell,"  says  James  N. 
Jr.,  a  chemist  and 
lan  of  California's  Sei- 
:  Review  Panel  for 
Aii'  Contaminants. 
n  comes  the  policy 
ihell.  On  Nov.  29,  the 
onmental  Protection 
:y  will  propose  the 
ealth-based  standard 
ltrol  these  fine  par- 
ses. Under  pressure 
an  American  Lung 
lawsuit,  the  agency 
•ected  to  set  a  stan- 
regulating  dust  2.5 
as  in  diameter  or 
>r.  These  particles 
not  previously  been 
ited.  The  regulations  aren't  ex- 
1  to  take  effect  until  at  least  2004. 
ID  SCIENCE."  But  the  coming  pro- 
is  already  causing  a  brawl  among 
mmental  groups  and  industry 
houses.  Environmentalists  say  it 
little,  too  late.  The  Natural  Re- 
>s  Defense  Council  says  the  small 
les  are  causing  tens  of  thousands 
'mature  deaths  annually.  Indus- 
•oups  say  the  science  is  still  too 
:ain  to  be  the  basis  for  regula- 
that  they  claim  would  cost  bil- 
annually.  In  the  middle  of  the 
is  epa  Administrator  Carol  M. 
ler,  who  states:  "Our  decision  will 
sed  on  sound  science.  And  the 


►  Tougher  standards  are 
needed  to  protect  the  most 
vulnerable  citizens 

►  Roughly  64,000  Americans 
may  die  annually  from 
unregulated  air  pollution 

►  An  EPA  study  shows  that  the 
benefits  of  air  rules 
implemented  from  1970  to 
1990  far  surpassed  costs 


►  Tougher  standards  wouldn't 
make  the  public  significantly 
healthier 

►  More  research  is  needed 
before  scientists  attribute 
deaths  to  unregulated  air 
pollution 

►  In  Chicago  alone,  tougher 
standards  could  cost  industry 
up  to  $7  billion  annually 


implementation  will  be  cost-effective 
and  common-sense." 

That  may  not  be  so  easy.  Under  the 
agency's  proposal,  now  under  review  at 
the  White  House,  the  epa  will  require 
cities  to  reduce  the  concentrations  of 
particles  2.5  microns  or  smaller.  (The  epa 
already  regulates  larger  particles.)  The 
maximum  limit  will  be  an  average  of  20 
micrograms  per  cubic  meter.  The  agency 
will  also  tackle  another  kind  of  air  pollu- 
tion— ozone.  The  maximum  allowable 
concentration  of  ozone  will  drop  from 
0.12  parts  per  million  over  a  one-hour 
period  to  between  0.07  to  0.09  parts  per 
million  over  eight  hours.  The  upshot: 
Under  the  new  proposal,  as  many  as  250 


communities  might  find  themselves  in 
violation  of  standards  for  ozone  and  ftne- 
particulate  pollution. 

New  scientific  evidence  suggests  ac- 
tion may  be  warranted.  A  landmark 
1995  Harvard  study  found  that  tiny  dust 
particles — linked  to  diesel  exhaust,  pow- 
er plants,  steel  mills,  and  other 
sources — cause  100,000  deaths  each  year. 
The  researchers  found  that  people  who 
live  in  cities  most  polluted  by  particu- 
lates face  a  15%  to  17%  higher  mortali- 
ty rate  than  those  living  in 
the  least  polluted  areas. 
"This  is  the  most  serious 
health  threat  we've  seen 
since  smoking,"  says  Debo- 
rah Sheiman  Shprentz,  a 
research  analyst  at  the 
Natural  Resources  Defense 
Council. 

HIGH  COST.  The  EPA's 
Clean  Air  Scientific  Advi- 
sory Committee  did  not 
agree  on  what  levels  of  fine 
particulates  were  safe  be- 
cause many  felt  the  re- 
search was  inadequate. 
"There's  not  much  data  out 
there  yet,"  says  George  T. 
Wolff,  committee  chairman 
and  a  chemist  with  General 
Motors  Corp. 

Industry  groups  are 
seizing  on  the  scientific  un- 
certainty to  squelch  talk  of 
new  rules.  The  Air  Quality 
Standards  Coalition,  spear- 
headed by  the  National  As- 
sociation of  Manufacturers, 
plans  to  spend  $1.5  million 
over  the  next  six  months 
probing  the  science  of  fine 
particulates.  Their  strate- 
gy is  to  call  for  more  re- 
search instead  of  regula- 
tions. They  fear  regulations 
would  have  a  devastating 
impact.  "Every  industry 
will  be  hit,"  says  Boyden  Gray,  a  lobby- 
ist for  Geneva  Steel  who  was  President 
Bush's  White  House  counsel.  "We  just 
don't  know  who  will  be  hit  hardest." 

For  their  part,  activists  want  even 
stricter  standards.  The  lung  associa- 
tion has  spent  $50,000  on  radio  spots 
in  Washington  arguing  that  particu- 
lates are  one  of  the  nation's  biggest 
pollution  problems.  "We'll  keep  the 
pressure  on,"  vows  lung  association  lob- 
byist Paul  Billings.  As  the  scientific 
evidence  continues  to  mount,  the  nation 
may  have  to  impose  tighter  regulations 
before  the  dust  on  this  controversy  fi- 
nally settles. 

By  Mary  Beth  Regan  in  Washington 
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A  FEW  CHOICE  WAYS 

TO  SIDESTEP  THE  TAX  MAN 


So  it  wasn't  a  revolution- 
ary year  for  taxes.  Con- 
gress didn't  chop  the 
capital-gains  rate  in  half  or 
eliminate  the  Internal  Rev- 
enue Service  "as  we  know 
it."  Instead,  it  passed  a  se- 
ries of  modest  bills  last  sum- 
mer offering  tax  breaks  to 
this  group  and  that.  But  rum- 
maging through  the  new  pro- 
visions, you'll  find  some  nice 
benefits  that  might  figure  into 
your  end-of-year  planning. 
Even  though  most  of  the 
changes  don't  take  effect  until 
1997,  now  is  the  time  to  start 
gearing  up. 

For  instance,  if  you're  self- 
employed  or  work  for  a  com- 
pany with  fewer  than  50  em- 
ployees, you  can't  afford  to 
pass  up  the  new  medical  sav- 
ings account  (msa),  which 
Congress  approved  on  a  four- 
year  pilot  basis.  Starting  in 
January,  you  can  use  a  tax- 
deductible  savings  account 
earmarked  for  medical  ex- 
penses and  linked  to  a  cata- 
strophic health  in- 
surance policy. 
Also,  you  can  with- 
draw msa  money 
tax-free  to  pay  bills 
that  insurance 
doesn't  cover,  and 
any  money  your 
employer  con- 
tributes is  also  tax- 
free.  Just  as  with 
an  individual  re- 
tirement account, 

money   that  isn't   

spent  accumulates 
on  a  tax-deferred  basis. 
act  quickly.  Although  the 
msa  doesn't  start  until  1997, 
you  can  sign  up  now  with  a 
participating  insurer.  MSAs 
will  be  available  to  the  first 
750,000  people  who  apply  on 
a  first-come,  first-served  ba- 
sis. The  msa  was  part  of  the 
Health  Insurance  Portability 


&  Accountability  Act  of  1996, 
which  also  allows  you  to 
change  jobs  without  losing 
your  health  insurance. 

Another  yearend  1996  tax- 
planning  opportuni- 
ty   is    aimed  at 
those  who  are  tap- 
ping fat  re- 
tirement 

plans,  which    5 ^"'539 
are  becoming 


so-called  excess  distributions 
of  more  than  $155,000.  That 
means  you  might  want  to 
withdraw  at  the  limit  in  1996 
but  pay  yourself  more  in 
1997,  when  there  is  no  excise 
tax.  If  you've  got  $1  million 
dollars  in  your  plan,  this 
could  save  'you  $150,000  if 
you  pull  out  the  money  over 
the  next  three  years. 

Washington  was  also  kind 
to  business  owners  eyeing 
new  equipment.  This  year, 
you  can  take  an  immediate 
deduction    on    up  to 
$17,500  of  new- 


15  6 
100 

Heir 


ever,  the  difference  isr 
great  that  you  should  g 
of  your  way  to  avoid  clai 
the  deduction  in  1996 
November  and  Decembe 
find  a  lot  of  people  lo; 
up  on  computers  or  c 
equipment  and  furnitui 
they  can  get  a  write-c 
the  year  of  purchase,  e\ 
it's  financed,"  says  J; 
Vonachen,  a  tax  partner 
Clifton  Gunderson  ll 
Denver. 

IRA  BOOST.  Here's  a  sp 
bone  tossed  to  home-b 
businesses:  Effective  in 
home-office  write-offs  ca 
elude  the  room  where 
store  inventory.  This  p 
sion  can  help  you  double 
home -office  deduction, 
vided  your  house  is  youifc  ip 
fixed  business  location 
the  rooms  you  claim 
are  not 


TAXES 


It's  not 
too  late  to  start 
planning  for  the 
breaks  that  will 
kick  in  next  year 


increasingly  common  as  peo- 
ple stuff  their  401(k)s.  Any- 
one over  59/4  who  could  with- 
draw more  than  $155,000  a 
year  from  a  retirement  ac- 
count will  be  eligible  for  a 
big  break — for  the  next  three 
years,  at  least.  Between  1997 
and  1999,  you  won't  be  sub- 
ject to  the  15%  excise  tax  on 


equipment  expenditures,  but 
the  Small  Business  Job  Pro- 
tection Act  of  1996  increases 
the  amount  to  $18,000  in 
1997,  eventually  reaching 
$25,000  by  2002.  So  if  you 
have  big  purchases  to  make, 
you  might  defer  them  until 
next  year  to  take  advantage 
of  the  larger  amount.  How- 


being  usei< 
any  other  purpose 
The  new  tax  law  alsifl- 
fers  help  for  married  coiii 
with  a  nonworking  sptf 
and   for  husband-and-ii 
businesses.  Starting  in  il 
spouses  can  each  contrilf.  - 
$2,000  to  an  IRA,  for  a  tot  i 
$4,000  a  year,  even  if  oi 
not  employed.  That's  a?i 
improvement  over  the  <n 
bined  contribution  of 
that  was  allowed  previot 
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i  open  your  account 
/ou  can  make  a  1997 
)ution  on  Jan.  2,  which 
you  to  get  a  full  year 
-deferred  compounding 
ir  savings. 

he  same  vein,  a  mom- 
>p  business  will  be  able 
k  away  a  maximum  of 
)  next  year  toward  the 
's  retirement.  Previ- 
the  limit  for  a 
ad    and  wife 
$30,000— even 
l  tv/o  brothers 
ig  a  business 
each  put  away 
D.  As  a  result, 
there  was  no 
;age  to  having 
ipouses  on  the 
I  many  couples 
me  spouse  off 


been  withholding  federal, 
state,  and  Social  Security  tax- 
es on  those  benefits.  But 
Congress  has  kindly  reinstat- 
ed— retroactively,  mind  you — 
a  tax  provision  that  lapsed  in 
1994  and  allowed  up  to  $5,250 
of  undergraduate  and  gradu- 
ate education  costs  to  go  tax- 
free.  You  have  to  file  an 
amended    tax    return  to 


Taxpayers  in  a  charitable 
mood  will  soon  get  more  op- 
tions. Donors  have  long  given 
away  stocks  or  other  proper- 
ty that  has  increased  in  value 
over  the  years.  That  way 
they  avoid  paying  capital- 
gains  taxes  on  the  appreciat- 
ed portion  and  get  a  deduc- 
tion larger  than  what  they 
paid  for  the  property.  Effec- 


Yearend  Tax  Planning  Tips 


to  avoid  So- 
1  Security  taxes.  That 
be  necessary  now,  but 
e  to  get  on  the  payroll 
^here's  a  one-year  wait- 
riod  before  small-busi- 
vvners  can  start  making 
:tra  retirement  contri- 
3,  says  Israel  Lustig,  a 
d  financial  planner  in 
brk. 

REFUND.  It's  windfall 
you  have  received  re- 
ement  from  your  em- 
over  the  past  two 
for  education.  You're 
refund  from  the  ms. 
Your  employer  has 


SOME  NEW  STRATEGIES... 

►Consider  signing  up  with  a  par- 
ticipating insurer  to  set  up  a 
medical  savings  account.  These 
new  tax-advantaged  health  plans 
become  effective  Jan.  1,  1997, 
for  up  to  750,000  people  who 
are  seif-employed  or  work  for 
small  companies. 

►Limit  1996  retirement  plan 
withdrawals  to  $155,000,  taking 
your  excess  distributions  over  the 
next  three  years,  when  they 
won't  be  subject  to  a  15% 
excise  tax. 

►Wait  until  1997  to  com- 
plete an  adoption  if  you 
think  you'll  be  eligible 
a  new  tax  credit  to 
cover  adoption 
expenses. 


get  your  money, 
though.  There's 
one  more  hitch: 
Graduate  school 
tuition  on  cours- 
es begun  after 
June  30,  1996,  are 
not  included. 

Planning  on  adopting  a 
child?  A  tax  break  may  be  in 
your  future.  Right  now, 
there's  no  special  treatment 
for  adoption  expenses  such 
as  attorney  fees  and  court 
costs.  But  starting  in  1997, 
moderate-income  taxpayers 
will  be  able  to  use  a  tax  cred- 
it of  $5,000  per  adopted 
child— $6,000  if  the  child  has 
special  needs — for  qualified 
expenses.  The  full  credit  is 
available  if  your  adjusted 
gross  income  is  less  than 
$75,000.  But  the  credit  grad- 
ually shrinks  to  zero  for  peo- 
ple earning  $115,000  or  more. 


—AND  SOME  OLD  STANDBY  S 

►Take  capital  losses  to  offset 
capital  gains  and  up  to  $3,000 
in  ordinary  income. 

►Donate  appreciated  property 
such  as  stocks  to  charity  so  you 
can  deduct  the  current  value  and 
avoid  a  capital-gains  tax. 

►Accelerate  deductions  such  as 
property  tax  payments  into 
1996,  but  watch  out  that  you 
don't  trigger  the  alternative  mini- 
mum tax. 

►Hold  off  investing  in  a  mutual 
fund  until  it  makes  a  capital- 
gains  distribution  for  the  year. 

►Defer  bonuses  to  next  year, 
especially  if  you  are  in  the  same 
league  with  Wall  Street  hotshots 
looking  at  a  huge  payday. 


tive  on  July  1,  1996,  this  fa- 
vorable tax  treatment  was 
extended  to  private  founda- 
tions as  well  as  public  chari- 
ties. So  sort  through  your 
junk  pile  and  get  rid  of  those 
old  computers,  used  cars,  and 
anything  else  you  can't  sell. 
Give  the  stuff  to  a  private 
foundation  set  up  by  a 
wealthy  individual  or  a  public 
charity  such  as  Goodwill  In- 
dustries and  you  will  get  a 
tax  deduction  equal  to  its 
book  value. 

Among  the  other  provi- 
sions passed  this  year  that 
will  help  minimize  1997's  tax 
bill: 

■  Proceeds  from  long-term- 
care  insurance  will  be  tax- 
free  beginning  in  January, 
and  a  portion  of  the  premi- 
ums will  be  deductible. 

■  The  normal  10%  penalty 
for  early  withdrawal  from  an 


ira  won't  apply  if  the  money 
is  used  for  medical  expenses 
exceeding  7.5%  of  your  ad- 
justed gross  income. 
B  Self-employed  people  will 
be  able  to  deduct  an  increas- 
ing proportion  of  their  health 
insurance    over   the  next 
decade,  going  from  30%  now 
to  80%  by  2006. 
■  Starting  in  1997,  there  will 
no  longer  be  a  penal- 
ty for  failing  to  with- 
draw money  from  a 
retirement  plan  at 
age  70k;.  Your  money 
will  continue  to  com- 
pound on  a  tax-de- 
ferred basis  until  you 
choose  to  take  it  out. 

Those  sorts  of  fix- 
es are  mere  pocket 
change,  however, 
compared  with  what 
could  be  the  big  en- 
chilada of  tax  breaks. 
One  year  ago,  in- 
vestors were  asking 
whether  they  were 
going  to  get  a  capi- 
tal-gains tax  cut  in 
1995  or  1996.  The  an- 
swer turned  out  to 
be  neither  of  the 
above.  But  what 
about  1997?  "I've  got 
clients  who  haven't 
sold  property  for  the 
past  five  or  six  years 
hoping  that  a  capital- 
gains  tax  cut  will  come  into 
existence,"  says  Suzanne  Mc- 
Grath,  a  managing  director 
with  Piper  Jaffrey.  "Fortu- 
nately, they're  in  a  position 
where  they  didn't  need  the 
cash — and  the  values  have 
continued  to  increase."  If  the 
Republicans  and  Democrats 
keep  making  cooing  noises, 
you  might  want  to  prepare 
for  the  best — if  you  can.  By 
selling  your  appreciated  stock 
or  property  in  January,  you 
will  at  least  defer  paying  the 
tax  for  another  year.  And  if 
capital  gains  relief  comes 
through,  and  is  retroactive 
to  Jan.  1,  1997,  then  you've 
locked  in  lower  taxes. 

For  many  people,  the  1996 
tax  season  will  be  pretty 
much  be  the  same  old  story. 
But  a  little  careful  planning 
could  bring  happier  returns 
for  1997.  '        Stuart  Weiss 


Personal  Business 


TREKKING  THE  WEB 
FOR  TRAVEL  DEALS 


He  is  a  professional 
with  wanderlust,  a 
bargain  hunter,  and  a 
technophile.  So  when 

Andre  Matsuda  decided  to 
follow  a  whim  and  visit  Hong 
Kong,  he  started  his  adven- 
ture by  cruising 
the  World  Wide 
Web.  That's  where  some  of 
the  cheapest  airline  tickets 
can  be  had  these  days.  With 
a  little  browsing  and  the  con- 
firming click  of  his  mouse, 
Matsuda  electronically  locked 
in  a  $2,400  first-class  round- 
trip  ticket  between  Los  An- 
geles and  Hong  Kong  on 
Cathay  Pacific  Airways  nine 
months  before  his  trip.  He 
saved  more  than  55%  on  the 
regular  $5,500  fare. 

The  Cathay  deal  is 
one  of  hundreds  of 
travel  bargains  avail- 
able to  cybersurfers 
willing  to  invest  a  lit- 
tle time.  The  Web  is 
laden  with  special 
airfares,  credits  for 
free  hotel  rooms,  and 
bonus  frequent-flier 
miles.  Some  carriers 
such  as  American 
Airlines  and  rs,\ir 
send  E-mail  notifica- 
tion of  reduced-price 
offerings  to  those 
who  sign  up  through 
an  Internet  site.  Oth- 
ers, such  as  Carnival 
Air,  simply  post 
cheap  specials  on  the 
Web.  Hilton,  itt 
Sheraton,  and  Hyatt 
hotels  provide  special 
bonuses  for  cus- 
tomers who  book 
reservations  online.  And  Avis 
supplies  car-rental  discounts 
through  the  American  and 
Hilton  Internet  sites.  A 
search  engine  such  as  Yahoo! 
can  guide  the  way  to  Web 
pages  for  various  travel 
providers. 

Matsuda,  a  budget  admin- 


TRAVEL 


istrator  for  a  nonprofit  orga- 
nization in  San  Francisco, 
got  his  cut-rate  fare  by  bid- 
ding in  a  cyberspace  auction 
he  read  about  in  The  Wall 
Street  Journal.  The  auction 
of  a  Boeing  747's  seats  took 
place  on  Cathay's  Cyber- 
Traveler  site  (www.cathay- 
pacific.com)  last 
summer.  The 
flight  was  to  depart  from 
Los  Angeles,  and  Matsuda 
used  CompuServe  to  book  a 
round-trip  flight  on  the  Unit- 
ed Ah'  Lines  shuttle  between 
San  Francisco  and  L.A., 
earning  him  the  regular  fre- 
quent-flier credits  of  600 
miles  plus  a  500-mile  bonus. 

Online  auctions  are  an  in- 
creasingly popular  way  for 
carriers  to  advertise  new 


E-mail  bids  over  several 
weeks.  Payment  methods 
vary.  Cathay  Pacific  requires 
winning  bidders  to  pay  with 
personal  checks  to  avoid  last- 
minute  cancellations.  Ameri- 
can, Northwest,  and  Ice- 
landair  are  among  the 
carriers  that  also  hold  peri- 
odic auctions. 

Cybersurfers  also  have  ac- 
cess to  last-minute  weekend 
airfares.  Northwest  Airlines 
(www.nwa.com)  offers  reduced 
rates  to  all  comers,  while  you 
have  to  register  with  Ameri- 
can's NetSAAver,  usAir's  E- 
Saver  (www.usair.com),  and 
Continental's  cool  (www.fly- 
continental.com )  programs. 
The  last  three  send  out  E- 
mail  updates  every  Wednes- 
day on  special  weekend  rates, 
which  usually  require  a  Sat- 
urday departure  and  a  return 
by  Tuesday  evening.  But  the 
postings  change  frequently, 
making  it  im- 
possible to 
plan  trips  in 


Attention,  Cybershoppers: 
Where  the  Bargains  Are 


So  its  Web  site  offers 
hour  bargains  on  air 
getaway  packages,  and 
es.  For  example,  at  th 
of  October,  AmEx  offt 
nine-day  Renaissance  ( 
to  the  Greek  islands  d 
ing  on  Nov.  5  at  a  ci 
$995  per  person,  incl 
airfare  from  New  Yorl 
two  nights  at  an  Athei 
tel.  So  far,  Continenta 
lines  is  the  only  carrie: 
ticipating  in  the  P 
travel  deals,  but  mor 
expected  to  join  in  the 
ing  months,  an 
spokeswoman  says. 
NO  WARNING.  A  gr( 
number  of  hotels  and  r 
are  also  offering  s] 
treatment  to  online 
tomers.  For 
pie,  Hiltoi 


PROVIDER 

WEB  ADDRESS  (HTTP://) 

ALOHA  AIRLINES 

www.pixi.com/aloha-air 

AMERICAN  EXPRESS 

www.americanexpress. 
com/travel 

ELECTRONIC  TRAVEL 
AUCTION 

www.ebay.com/aw 

EUROPEAN  TRAVEL 
NETWORK 

www.etn.nl 

AMERICAN  AIRLINES 

NetSAAver 

www.americanair.com 


DESCRIPTION 


Click  on  "Hot  Deals!"  for  the  carrier's  latest 
specials,  such  as  a  week's  unlimited  travel 
between  the  Hawaiian  islands  for  $199. 

Its  Express  Net  Web  site  posts  last-minute  deals 
on  Continental  airfares,  vacation  packages, 
and  cruises. 

Starting  in  November,  this  online  auctioneer  will 
take  daily  bids  on  everything  from  hotel  rooms  to 
luggage.  ETA  collects  a  10%  buyer's  premium. 

A  member  of  this  discount  travel  agent's  network 
will  bid  for  your  long-haul  business  if  you  list  the 
particulars  on  ETN's  Web  site. 

Sign  up  for  weekly  E-mail  updates  on  discounted 
airfares,  Avis  cars,  and  Hilton  rooms  for  the  next 
weekend.  USAir  and  Northwest  offer  similar  deals. 


routes  or  to  raise  their  profile 
with  the  flying  public.  In  gen- 
eral, auctions  are  open  to 
members  of  an  airline's  fre- 
quent-flier program  or  to  peo- 
ple who  register  in  advance 
on  a  carrier's  Web  site.  Most 
airlines  set  minimum  prices 
for  each  seat-class  and  accept 


advance  at  the  cheaper  fares. 
On  Nov.  16,  for  example,  US- 
Air  offered  a  round-trip  fare  of 
$259  from  Philadelphia  to 
Rome  leaving  on  Nov.  20  and 
returning  on  Nov.  24. 

American  Express  wants 
to  attract  travelers  looking 
to  book  complete  vacations. 


tels 

awarding, 
through 
30,  1,000  j 
for  every  res 
tion  made 
through  its  HHi 
Reward  Exchang( 
gram  (www.hi 
com).  The  point 
be  redeemed  for 
stays  or  frequent 
miles  with  12  airline 
chiding  America  West, 
Air  Lines,  and  Mexicans 
lines.  For  every  She 
stay  booked  on  the 
(www.sheraton.com) 
tomers  earn  250  bonu 
ClubMiles.  The  credits  j 
ward  room  upgrades, 
nights  (for  3,000  Club 
each),  or  Avis  car  ref 
Hyatt  Hotels  &  Resor 
fers  a  similar  deal  thi 
its  Gold  Passport  pro 
(www.hyatt.com),  g 
Web-booking  travelers 
points  for  every  reserv; 
Typically  8,000  points 
get  you  a  free  room  fo: 
weekend  night. 

Since  deals  come  ar 
quickly,  and  often  a} 
without  warning,  ba 
hunters  must  be  prepar 
check  the  key  Web  site: 
quently.  But  if  cruisinj 
Web  leads  to  cruising  the 
seas  at  a  fabulous  disc 
then  the  time  has  been 
spent.      Christina  Del 
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Morgan 
means  more 
to  individual 
investors 

Consider  your  assets:  Investments.  Business  interests. 
Real  estate.  Cash. 

At  J. P.  Morgan,  we  help  you  evaluate  them  as  a  whole 
and  understand  how  they  interact.  We  dissect  and 
analyze  each  component,  and  unlock  their  value  by 
configuring  them  all  for  better  performance.  So  you 
get  more  out  of  them. 

We  offer  investment  management  on  a  global  scale. 
Standard-setting  research  across  asset  classes.  And 
innovative  investment  opportunities  created  for  our 
clients  alone. 

All  aimed  at  delivering  more  after-tax  wealth. 

No  firm  is  more  focused  on  your  needs  -  for  the  right 
solution,  for  objective  counsel,  and  for  unwavering 
commitment  from  a  skilled  advisor.  At  J.P  Morgan,  we've 
put  our  clients'  interests  first  for  more  than  a  century, 
earning  their  trust  and  their  business,  year  after  year. 

If  you  have  substantial  assets  and  would  like  to  find  out 
how  much  more  you  can  get  from  them,  please  call 
Michael  Polenske  at  415-954-4720. 


J  P  Morgan 


>t  management   •  securities  research  &  sales  •  hedging  instruments   •  tax  structuring  •  estate  planning  *  liquidity  management 

©1996  J  P  Moman  &  Co  InCOrDOraled  J  P  Mofaan  Securities  Inf.  mpmhRr  SIPD  Mnrnan  Guaranty  Trust  nnmrwnu  nt  Npw  Ynrk  mpmhpr  Ffllf:  .1  P  Unrnan  is  Ihp  markphnn  nam?  fnr  I  P  Mn:iun  A  T.n  InrnrrwalPri  anrt  its  snhsirtianps  wmMuifo 


Personal  Business 


LOOKS  LIKE  A  TRUCK, 
GLIDES  LIKE  A  LINCOLN 


It's  not  yet  4  a.m., 
and  the  sun  is  begin- 
ning to  rise  in  a  misty 
Anchorage  sky.  The 

highway  opens  up  before  me, 
and  I  punch  the  accelerator 
of  Ford's  newest  spoil-utility 
creation,  the  Expedition.  This 
jumbo  vehicle,  which  dwarfs 
Ford's  popular  Explorer,  feels 
like  a  luxury  car  as  it  effort- 
lessly surges  toward  70  miles 
per  hour.  As  I  reach  the 
crest  of  a  small  hill  on  the 
Seward  Highway,  my  view  of 
the  snowcapped  mountains 
ahead  is  suddenly  marred  by 
a  police  car  aiming  its  radar 
gun  at  me  from  the  median. 
Paradise  lost. 

After  I  learn  how  quickly 
the  Expedition  can  deceler- 
ate, the  police  officer  walks 
beside  my  black  behemoth, 
shining  his  flashlight  along  its 
17-foot  length.  Does  he  say: 
"Do  you  know  how  fast  you 
were  driving,  sir?"  or  "Please 
step  out  of  the  car"?  No.  In- 
stead, his  first  question  is: 
"Where  did  you  get  this  car?" 
Such  is  the  reaction  the  Ex- 
pedition garners,  whether 
from  police  on  patrol  or  curi- 
ous onlookers  in  the  super- 
market lot. 

But   the   Expedition  is 

more  than  just  a   _„.,.  

head-turner.  Al-    FORD  EXPEDITION 
though  built  on    Base  Price: 
an   F-150  pickup  Q{() 


defines  how  refined  an  suv 
can  be. 

Whether  climbing  Alaskan 
mountain  trails  or  navigating 
congested  freeways,  the  Ex- 
pedition is  just 
as  adept  at  keep- 
ing its  driver  comfortable  as 
it  is  at  overcoming  obstacles 
in  its  path.  Its  speed-sensi- 
tive steering,  while  a  little 
soft  to  the  touch,  makes  this 
extra-large  vehicle  maneuver 
easily  in  the  tight  confines  of 


AUTOS 


for  the  four-wheel-drive  xlt, 
and  reaching  $34,515  for  the 
four-wheel-drive  Eddie  Bauer 
version  with  leather  interior 
and  other  touches  inspired  by 
the  outdoor  outfitter.  That 
puts  the  Expedition  in  the 
same  range  as  upscale  Ex- 
plorers— and  it's  why  Ford  is 
offering  its  first  discounted 
leases  on  the  Explorer. 
General  Motors'  large 
sport-utes  might 
also  have  to  turn 
to  rebates  to  fend  off  the  Ex- 
pedition. While  the  Tahoe, 
Yukon,  and  Suburban  have 
all  added  dual  air  bags  this 
fall,  gm's  boxy  models  now 
look  long  in  the  tooth.  The 
Suburban,  which  ranges  from 


offer  the  same  nine-psl 
ger  configuration  as  th(l 
urban.  But  the  Subuial 
back  bench  is  comfortat  I 
adults,  while  the  Expedjj 
third  row,  a  $245-to-$8i| 
tion  (depending  on  the  I 
rial  used),  is  designed  fl 
children.  After  riding  il 
Expedition's  back  rowl 
bumpy  mountain  trail,  I 
as  if  I  needed  a  ki 
transplant. 

Despite  their  differa 
the  Ford  and  gm  vel 
should  find  a  niche  in  th« 
panding  market.  Fordo 
jects  that  sales  of  all  t 
suvs  will  grow  to  270,(1 
1997  from  72,000  in  < 
Ford  expects  to  sell  \A 

A 


a  parking  lot.  And 
the  Expedition's 
versatile  four- 
wheel-drive  sys- 

truck  platform —    tern  never  failed 


The  big  sport-ute 
maneuvers  easily 
(iiid  air  hays  and 
a  nlilock  brakes 
come  standard 


and  sharing  the 
pickup's  sculpted 
front  styling — it 
is  designed  to 
glide  like  Ford's 
biggest  luxury 
liner,  the  Lincoln  Town  Car. 
For  those  who  want  the 
rugged  feel  of  a  I  ruck,  st  irk 
with  your  Chevy  Tahoe,  CMC 
Yukon,  and  Suburban.  But 
for  the  growing  ranks  of  for- 
mer luxury-car  owners  look- 
ing to  make  the  switch  to 
sport-utes,  the  Expedition  re- 


on  rutted  trails. 
For  added  securi- 
ty, four-wheel  disk 
antilock  brakes 
and  dual  air  bags 
come  standard. 
Even  though  the  Expedi- 
tion is  15  inches  longer  and 
has  30%  more  cargo  room 
than  the  Explorer,  it  drives 
smoother  and  handles  better. 
Ford  priced  the  Expedition 
aggressively,  starting  at 
$27,910  for  the  two-wheel- 
drive  xlt,  climbing  to  $30,510 


$25,300  to  $42,757,  is  still  the 
largest  suv  on  the  road,  mea- 
suring 15  inches  longer  than 
the  Expedition.  But  size  can 
be  a  liability.  The  Suburban  is 
much  harder  to  maneuver  in 
the  parking  lot  and,  unlike 
the  Expedition,  it  doesn't  fit 
into  the  average  garage. 
With  the  optional  5.4-liter,  V8 
engine,  the  Expedition  can 
tow  up  to  8,000  pounds,  while 
the  vx-equipped  Suburban 
1500  Series  maxes  out  at 
6,600  pounds. 

SURGING  SALES.  In  seating, 
the  Suburban  wins  the  battle 
of  the  third  row.  Ford  shoe- 
horned  seats  into  the  back 
of  the  Expedition  so  it  can 


to  200,000  Expeditions  a 
The  major  roadblock  to 
away  sales  could  be  a  s 
in  gas  prices,  since  the 
pedition  gets  only  aboi 
miles  to  the  gallon,  slij 
better  than  its  gm  rivals 
The  Anchorage  police 
cer  was  more  conce 
about  speed  than  gas  mil 
as  I  idled  beside  the  \ 
way.  But  he  also  see 
mighty  impressed  by  the 
pedition.  After  I  expla 
about  the  truck  and  n 
that  I  was  running  late 
fishing  trip,  the  cop  did  s 
thing  I've  never  experie 
before:  He  let  me  go  wit 
a  ticket.       Keith  Naug 


I 
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To  Put 
This  Problem  Into 

Perspective, 
Imagine  Someone 

Breaking  Your  Arm 
Because  You 
Missed  A  Putt. 


This  December,  the  Lexus  Challenge  Hosted  by  Raymond  Floyd  will  provide  more  than  dramatic  competition. 
It  will  provide  solace  for  abused  and  neglected  children  by  raising  funds  for  Childhelp  USA,  a  national 
non-profit  organization  dedicated  to  the  prevention  of  child  abuse.  Please  join  us  in  watching  this  prestigious 
tournament  on  NBC  December  21st  and  22nd.  For  the  love  of  the  game,  and  for  the  sake  of  the  children. 

Childhelp  usa 


LEXUS  CHALLENGE 

HOSTED  BY  RAYMOND  FLOYD 


©1996  Lexus.  A  Division  Of  Toyota  Molar  Sales,  USA..  Inc.  Lexus  reminds  you  to  wear  barbells  and  obe\  all  speed  laws.  For  more  information,  visit  us  at  umniJ.lexusgolf.com  or  rail  800  t>  1  I  kXl  ,S  1800-872-5398). 


The  1996  Business  Week  Technology  Futures  Conference 


ECONOMY: 


The  Intranetworked  Corporatio 


December  4-5,  1996.  San  Francisco,  CA. 


lured  speakers: 


.1  Colin  L.  Powell 
an 

hiefs  of  Staff  {Ret.) 


Lewis  E.  Piatt 
Chairman,  President 
and  CEO 

Hewlett- I'm  karri  Company 


Steven  P.  Jobs. 
( ".hah  niti n  and  CEO 
NeXT  Software.  Inc. 


Raymond  J.  Lane 
President  a  nil  COO 
Oracle  Corporation 


James  I /.  Barksdale 
President  and  CP.  (J 
Netscape  Communications 
Corporation 


Edmund  P.  Jensen 
President  and  CEO 
Visa  International 


Edward  E.  Whitacre,  Jr. 
Chairman  and  CEO 
SBC  Communications 
Incorporated 


1 


Peter  A.  Erskine 
Preside i/r  and  CEO 
CONCERT 


ow  well  your  company  performs  in  the  future 
lepend  on  how  well  you  incorporate  communications 
logy  into  corporate  strategies. 

)in  Business  Week  and  the  pioneers  of  the  intranetworked 
ition  for  an  informative  discussion  of  the  future  of 
ss  communications.  This  is  one  important  exchange 
mation  you  don't  want  to  miss. 


Don  Tapscott 
Pn  orient.  New  Paradigm 
I  .earning  Corporation 
and  Author  of  THE 
DIGITAL  El  ONOMY: 
Promise  and  Peril 
in  the  Age  oj 
Networked  Intelligence 


Presented  in  association  with: 

Hewlett-Packard  Company 
Sponsored  by: 

ANS,  an  America  Online  Company 
EMC  Corporation 
Lawson  Software 
MicroAge  Infosystems  Services 
Novell,  Inc. 
Oracle  Corporation 

For  registration  information: 
Please  call  (800)  821-1329. 


BusinessWeek 


EXECUTIVE  PROGRAMS 


Beyond  news.  Intelligence. 


The  McGraw-Hill  Companies,  Inc. 


A  Division  of  The  McGraw-Hill  (  ompam 


PGA  TOUR,,  clothing  and  accessories  are  available  at  better  golf  shops,  department  and  specialty  stores. 

PGA  TOUR  LICENSED  MANUFACTURERS  Sun  Mountain  Sports,  Fownes  Golf,  PGA  TOUR  Apparel,  Wigwam  Mills,  Team  Effort,  Burton  Golf 


siness  Week  Index 


UCTION  INDEX 


PRODUCTION  INDICATORS 


nge  from  last  week:  -0.. 
nge  from  last  year:  6.01 


PRODUCTION  INDEX 

.  Nov.  9=131.9 
1992=100 


Jov  Mar.  July  Nov. 

995  1996  1996  1996 

ndex  is  a  4-week  moving  average 

duction  index  continued  to  decline  in  the  week  ended  Nov.  9. 
I  before  calculation  of  the  four-week  moving  average,  the  index 
id  to  131.6,  from  130.7.  In  the  latest  week,  seasonally  ad|usted 
}f  autos  and  trucks  jumped  back  sharply,  and  steel  output  was  also 
;tric  power,  crude-oil  refining,  and  lumber  production  were  weak, 
ding  index  will  be  unavailable  for  an  indefinite  period  of  time, 
[ion  index  copyright  1996  by  The  McGraw-Hill  Companies 


ING  INDICATORS 


PRICES  (11/15)  s&p  500 

LATEST 
WEEK 

737.62 

WEEK 
AGO 

730.82 

YEARLY 
%  CHG 

24.1 

RATE  BOND  YIELD,  A.ia  (11 

7.28% 

7.38% 

1.4 

RIAL  MATERIALS  PRICES  (11/15) 

105.8 

105.3 

-5.5 

:SS  FAILURES  (11/8) 

NA 

NA 

NA 

STATE  LOANS  (11/6)  billions 

NA 

NA 

NA 

SUPPLY,  M2  (11/4)  billions 

$3,791.3  $3,781.6r 

4.2 

CLAIMS.  UNEMPLOYMENT  ( 1 1/9)  thous  328 

332r 

-13.9 

i:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
reet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 

REST  RATES- 

IL  FUNDS  (11/19) 

LATEST 
WEEK 

5.29% 

WEEK 
AGO 

5.30% 

YEAR 
AGO 

5.81% 

RCIAL  PAPER  (11/20)  3-month 

5.41 

5.40 

5.72 

ICATES  OF  DEPOSIT  ( 1 1/20)  3-month 

5.38 

5.37 

5.73 

MORTGAGE  (11/15)  30-year 

7.79 

7.90 

7.64 

TABLE  MORTGAGE  (11/15)  one  year 

5.72 

5.79 

(11/19) 

8.25 

8  - 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (11/16)  thous.  of  net  tons 

LATEST 
WEEK 

1,904 

WEEK 
AGO 

l,959ff 

YEARLY 
%  CHG 

1.3 

AUTOS  (11/16)  units 

131,120 

126,859r# 

5.7 

TRUCKS  (11/16)  units 

115,886 

112,897r# 

-3.6 

ELECTRIC  POWER  (11/16)  millions  of  kilowatt-hrs.  62,113 

60,442# 

2.6 

CRUDE-OIL  REFINING  (1 1/16)  thous.  of  bbl./day  14,162 

1  i.744# 

3.2 

GOAL  (11/9)  thous.  of  net  tons 

21,195# 

21,204 

5.0 

LUMBER  (11/9)  millions  of  ft. 

485. 8# 

4K7  / 

8.9 

RAIL  FREIGHT  (11/9)  billions  of  ton-miles 

26. 4# 

26.8 

2.3 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
Institute,  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports,  Edison  Electric 
,  WWPAl,  SFPA2,  Association  of 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 

%  CHG 

GOLD  (11/20)  $/troy  oz. 

379.100 

381.900 

-1.7 

STEEL  SCRAP  (11/19)  #1  heavy,  $/ton 

116  51 1 

116.50 

-13.4 

COPPER  (11/15)  e/lb. 

102.6 

98.0 

26  6 

ALUMINUM  (11/15)  e/ib. 

68.8 

68.5 

1 0  • 

COTTON  (11/16)  strict  low  middling  1-1/16  in., 

(l/lb.  68.98 

69.72 

-18.4 

OIL  (11/19)  $/bbl. 

24.64 

23.75 

CRB  FOODSTUFFS  ui/19)  1967=100 

226.49 

227.10 

...  8 

CRB  RAW  INDUSTRIALS  (11/19)  1967=100 

330.95 

328.42 

-2.6 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX,  Commodity  Research  Bureau 

market,  Metals 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (11/20) 

LATEST 
WEEK 

111.23 

WEEK  YEAR 
AGO  AGO 

111.45  101.15 

GERMAN  MARK  (11/20) 

1  SI) 

1.50 

1.41 

BRITISH  POUND  (11/20) 

1  i,;-: 

1.66 

1.56 

FRENCH  FRANC  (11/20) 

5.07 

5.09 

4.86 

ITALIAN  LIRA  (11/20) 

1498.2 

1514.0  1590.5 

CANADIAN  DOLLAR  (11/20) 

1.34 

1.33 

1.35 

MEXICAN  PESO  (11/20)' 

7.887 

7.915 

7.630 

TRADE-WEIGHTED  DOLLAR  INDEX  1 

97  0 

93.9 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J  P  Morgan 


ita  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
\t.  l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


HE  WEEK  AHEAD 


jjS-HOME  SALES 

,  Nov.  25,  10  a.m. est*  Sales  of 
homes  likely  dropped  to  an  annual 
i.9  million  in  October.  That  would 
lat  existing-home  sales  have  fallen 
months  in  a  row.  Resales  declined 
September,  to  a  4.02  million  pace. 

MER  CONFIDENCE 

Nov.  26,  10  a.m. est*-  The  Con- 
Board's  index  of  consumer  confi- 
•robably  increased  to  107.4  in 
>er,  according  to  the  median  fore- 
economists  surveyed  by  mms  Inter- 
I,  one  of  The  McGraw-Hill  Compa- 
le  confidence  index  fell  in  October, 
2  from  111.8  in  September.  But 


the  level  is  still  quite  high,  thanks  in  part 
to  solid  job  growth. 

GROSS  DOMESTIC  PRODUCT 

Wednesday,  Nov.  27,  8:30  a.m. est*  The 
mms  economists  expect  that  even  after 
revising  data  for  the  gdp  components,  the 
Commerce  Dept.  will  report  no  change  in 
its  initial  calculation  that  the  overall  econo- 
my grew  at  an  annual  rate  of  2.2%  in  the 
third  quarter.  However,  final  demand  likely 
contributed  more  to  growth  last  quarter 
than  was  first  thought,  and  inventory  accu- 
mulation will  be  revised  down.  The  mms 
median  forecast  also  expects  that  aftertax 
corporate  profits  edged  up  0.7%  in  the 
third  quarter.  If  so,  earnings  would  be 


about  7%  above  their  year-ago  level.  That 
increase  is  down  from  the  8.7%  yearly  gain 
in  the  second  quarter. 

DURABLE  GOODS  ORDERS 

Wednesday,  Nov.  27,  10  a.m. est*  New 
orders  for  durable  goods  likely  fell  1%  in 
October.  September  bookings  jumped  4.9%, 
but  much  of  that  came  from  aircraft  orders. 

PERSONAL  INCOME 

Friday,  Nov.  29,  8:30  a.m. est*  Personal 
income  probably  increased  a  mere  0.1%  in 
October  after  a  strong  0.6%  advance  in  Sep- 
tember, says  the  median  mms  forecast.  Con- 
sumer spending  likely  rose  0.3%  last  month, 
on  top  of  a  0.1%  gain  in  September. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


1  Sunday 

I  ClncoH-onH  miitiia 


w. 

3 


<----■ 

(  Closed-end  mutual  funds  are 
I  a  special  breed  with  some 
■  tantalizing  potential.  Find 
|  out  more  from  Thomas  J. 
|  Herzfeld,  an  investment 
I  adviser  focused  on  these 

I funds,  and  Jeffrey  M. 
Laderman,  BW's  mutual-fund 

Imaven  and  author  of  the  BW 
Guide  to  Mutual  Funds. 
Nov.  24 

9  p.m.  est  in  the  Globe 

Monday 

Health  insurance  coverage 
for  small  business — and  for 
employees  of  small 
companies:  Untangle  the 
confusion  with  Washington 
health-care  expert  Phoebe 
Eliopoulos  in  another  of  our 
weekly  BW  Enterprise  chats. 
Nov.  25 

8  p.m.  est  in  the 
BW  Enterprise  Chat  Room 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 

A  M  E  R.\  C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABC  14 
ABN-Amro  92 
Acer  58 

Adobe  Systems  (ADBE)  48 
Aerial  Communications  84, 103, 
106 

AirTouch  103,106 
Anam  Industrial  58 
American  Airlines  (AMR)  84, 124 
American  Express  (AXP)  124 
American  Personal 
Communications  103 
American  Technology  (ATCO)  108 
America  Online  (AMER)  26 
America  West  Airlines  (AWA)  124 
Amentech  (AIT)  103 
AMR  (AMR)  84 
Amre  114 

Amteva  Technologies  100 
Apollo  Advisors  114 
Apple  Computer  (AAPU  48 
Arnold  &  Porter  50 
ASM  Lithography  100 
Astra  USA  6 
AIM  (!)  58,  100 
AT&T  Wireless  Services  (D  103 
Avis  114,124 

B 


Banc  One  (ONE)  92 
BankAmenca  (BAC)  53,92 
Barclays  Bank  92 
Be  48 

Bear  Steams  (BSC)  38 
Bell  Atlantic  (BEL)  103 
Bevmark  6 
BMW  6 

Boeing  (BA)  46 
Bright  Line  Energy  78 
Bnte  Voice  Systems  (BVSI)  100 
British  Steel  (BSD  70 
British  Telecommunications 
(BTY)  8, 103 
Brown  (Alex.)  (AB)  92 
Brown  Brothers  Hamman  92 
Builders  Square  (KM)  48 
Butler  Capital  94 


Canadian  Airlines 
International  84 
Canadian  Pacific  Air  Lines  84 
Carillon  Importers  (GRM)  6 
Carnival  Air  124 
Carver  108 

Cathay  Pacific  Airways  124 

CBS(WX)  14 

Center  Street  Capital  94 

Century  21  114 

Chartered  Semiconductor  58 

Chase  Manhattan  (CMB)  92 

Childs(J.W)  94 

Chrysler  (C)  38,40,58, 114 

Cinemark  USA  94 

Citibank  (CCD  70 

Citicorp  (CCD  92 

Clayton  Oubilier  &  Rice  94 

Clifford  Chance  8 

Clifton  Gunderson  122 

Club  Med  53 

CNN  (TBS.A)  14 

Coca-Cola  (KO)  87 

Coldwell  Banker  114 

CompuServe  124 

Conference  Board  34 

Conrail(CRR)  53 

Continental  Airlines  (CALA)  124 


CS  First  Boston  53,87 
CSX (CSX)  53 
CyberCom  103 
Cypress  Group  94 

D 


Danone  87 

Dataquest  58,103,106 
Days  Inn  114 
Dean  Witter  (DWD)  92 
Oelta  Air  Lines  (DAL)  124 
Deutsche  Bank  92 
Dole  Beverages  87 
Donaldson  Lufkin  &  Jenrette  92 
Dresdner  Bank  92 
Duke  Power  (DUK)  78 


Eastman  Kodak  (EK)  53 
EDVenture  Holdings  55 
Edwards  (AG.)  (AGE)  92,  98 
Elam  Electroluminescent  111 
Elcom  International  (ELCO)  100 
Enron  (ENE)  78, 82 
Equitable  Resources  (EOT)  78 
ERA  114 

Ericsson  (LM.)  106 
Everen  Securities  98 


Fenway  Partners  94 
First  Albany  100 
Ford(F)  6,38,126 
Formosa  Plastic  58 
Forstmann  Little  94 
Fox  Capital  94 
Franklin  Templeton  Funds  98 
Freshfields  8 


Galaxy  Aerospace  6 
Gap  (GPS)  14 
GE  Capital  (GE)  92 
General  Electric  (GE)  58 
General  Magic  (GMGC)  26 
General  Motors  (GM)  35, 38,  53, 
119,126 

Geneva  Steel  119 
Gerard  Klauer  Mattison  53 
Glendale  Federal  Bank  (GUM)  50 
Goldman  Sachs  92,94 
Goodwill  Industries  122 
GTE  (GTE)  53,103 

H 


Hamilton  Lane  Advisors  94 
Hasbro  (HAS)  53 
HBO  8 

Herzfeld  (Thomas  J.)  98 
Hewlett-Packard  (HWP)  67 
HFS(HFS)  114 
Hilton  Hotels  (HLT)  124 
Hoenig  34 
Howard  Johnson  114 
Hualon  Textile  58 
Hyatt  Hotels  6. 124 
Hyundai  58 


IBM  (IBM)  48,50,  111 
Icelandair  124 
Imperial  Chemical  Industries 
(ICI)  70 
In-Stat  108 

Infinity  Broadcasting  (INFTA)  94 
Information  Resources  87 
Institutional  Capital  100 
Intel  (INTO  58 
Investment  Directions  98 


Israel  Aviation  Industries  6 
IH  Sheraton  (ITT)  124 


John  Hancock  Bank  &  Thrift 
Opportunity  Fund  (BTO)  98 

John  Hancock  Regional  Bank 
Fund  98 

JSA  Research  46 

Jupiter  Partners  94 

K 


Kearns-Tribune  53 
Keithley  Instruments  1 1 1 
Kia  Motors  58 
Kimberly-Clark  (KMB)  40 
Kmart  (KM)  48 

Kohlberg  Kravis  Roberts  48,  94 
Koor  Industries  72 


Lear (LEA)  94 
Lee  (Thomas  H.)  94 
Lehman  Brothers  (LEH)  92, 94 
Lily-Tulip  40 
Live  Wire  Enterprises  1 1 1 
Lockheed  Martin  (LMT)  46,  53 
Long  Island  Lighting  (LIL)  78 
Loral  53,  94 

M 


Marriott  International  14 
Mattel  (MAT)  53 
McDonald  (MDD)  92 
McDonnell  Douglas  (MD)  46 
McGraw-Hill  (MHP)  131 
MCI  Communications  (MCIC)  8, 
78,103 

McKinsey  58,  78 
Mercer  Management 
Consulting  78 
Merck  (MRK)  14 

Merrill  Lynch  (MER)  92, 103,  i14 
Mexicana  Airlines  124 
Microsoft  (MSFT)  26 
Milbank  Tweed  Hadley  & 
McCloy  8 

Minute  Maid  (KO)  87 
MMS  International  (MHP)  131 
Montgomery  Securities  114 
Morgan  (J.P.)  (JPM)  92 
Morgan  Keegan  (MOR)  92 
Morgan  Stanley  (MS)  38, 80,  92, 
114 

Motorola  (MOT)  53.58,67,103, 
106 
N 


NationsBank  (NB)  92 
NatWest  Securities  (NW)  92 
NBC  (GE)  14 
NextWave  103 
NGC  (NGL)  78 
Nokia  106 

Norfolk  Southern  (NRLD)  53 
Northeast  Utilities  (NU)  80 
Northwest  Airlines  (NWAC)  124 
Nuveen(John)  100 
Nynex(NYN)  103 


Okidata  26 
Omnipoint  103 
Oppenheimer  87,  92 

P 


Pacific  Gas  &  Electric  (PCG)  78 
PacifiCorp  (PPW)  78 
Pacific  Rim  Consulting  58 
PaineWebber  (PWJ)  14,92 
PHH(PHH)  114 
Philips  Electronics  (PHG)  100 
Pillsbury  (GRM)  94 
Piper  Jaffrey(PJC)  122 
PNC  Bank (PNC)  92 
Pocket  Communications  103 
PolyGram  (PLG)  100 
Portland  General  (PGC)  78, 82 


Praxair  78 
Primeco  Personal 
Communications  103 


Ragen  MacKenzie  46 
Ramada  114 
Raymond  James  Financial' 

(RJF)  92 
Reliance  Group  Holdings 

(RED  114 

Resort  Condominiums 
International  114 
Reuters  8 

RJR  Nabisco  (RN)  14 
Royal  Dutch/Shell  (RD)  5fc 


Safeway  (SWY)  48 
Salomon  Brothers  (SB)  S 
Samsung  58 
Schroder  Asian  Growth  Fur 
(SHF)  98 
Scott  Paper  40 
Seagate  Technology  58 
Seagram  (VO)  6,87 
7-Up/RC  Bottling  94 
Shanken(M  )  6 
Shearman  &  Sterling  8 
Siemens  67 
Smith  Barney  48 
Smith  Broadcasting  94 
Sony(SNE)  53,67,100 
South  Carolina  Electric  (S( 
Southern  58 
Sprint  Spectrum  (FON)  10 
Stephens  94 
Stop  &  Shop  48, 87 
Sullivan  &  Cromwell  92 
Sunbeam  (SOC)  40 
SunTrust  Banks  (STI)  92 
Swiss  Bank  92 

T 


Taiwan  Semiconductor  58 
Target  Stores  (DH)  48 
Tele-Communications  (TCt 
Telemundo  Group  114 
Texaco  (TX)  44 
Texas  Instruments  (TXN) 
Textron  (TXT)  46 
Time  Warner  (TWX)  100 
Toshiba  58 
Toyota  (TOYOY)  6,  38 
Tropicana  Products  87 
Tyco  Toys  (TTI)  53 

U 


UBS  77,92,106 

USAir(U)  124 
USWest(USW)  103 
UtiliCorp  United  (UCU)  78  ' 

V 


ValtronicUSA  111 
Van  de  Kamp  94 
Venture  Economics  94 
Viacom  (VIA)  100 
Volkswagen  58 

W 


Wachovia  (WB)  92 
Wal-Mart  Stores  (WMT) 
Warner  Bros.  (TWX)  111 
Weber  Management 
Consultants  87 
Weil  Gotshal  &  Manges 
Western  Digital  (WDC) 
Western  Wireless  103 
White  Weld  114 


1 


Yahoo1  (YHOO)  124 
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%  change 
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743.95 
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k change        1 -week  change 
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ock  market  just  won't 
fie  Dow  industrials  closed 
0  on  Nov.  20,  the  12th 
gh  in  14  trading  days, 
perhaps,  but  there's  a 
;ason  for  it:  falling  inter- 
es.  High  as  stocks  are, 
e  not  out  of  line  relative 
est  rates.  The  rally's  big 
s  are  large-cap  stocks, 
le  over-the-counter  and 
company  stocks  left  be- 
hat's  why  U.  S.  diversified 
funds  have  gained  just 
er  the  last  four  weeks, 
'.%  for  the  s&p.  Funds 
y  buy  small  and  midsize 
lies,  not  blue  chips. 
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May    Nov.  Nov.  14-20 


—  


i  change 
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:  1525 
:  1500 


1-week  change 
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AL FUNDS 


0"  OK  U.S.  Diversified  Hi  Alt  Equity 
)l  return         52-week  total  return 


U.S.  MARKETS 

Latest 

Week 

52-week 

riniii  Innac    i  n  rl  1 1  r  t  r  1 1 1  c 

mow  Jones  innuMiiaib 

2.5 

29.0 

MA^nAD  Pnmhinori  Pnmnncito 
NHoUHU  UUtllUltlcU  LUNIJjUSIte 

1  ORA  Q 

0.3 

22.9 

S&P  MidCap  400 

253.6 

1.0 

19.0 

S&P  SmallCap  600 

141.0 

0.9 

20.9 

S&P  SuperComposite  1500 

160.1 

1.7 

23.9 

%  change 

SECTORS 

Latest 

Week 

52-week 

Bloomberg  Information  Age 

228.3 

2.9 

18.9 

S&P  Financials 

82.3 

3.4 

37.4 

S&P  Utilities 

202.3 

0.3 

7.0 

PSE  Technology 

239.3 

3.2 

NA 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

52-week 

London  (FT-SE  100) 

3962.8 

0.9 

9.2 

Frankfurt  (DAX) 

2774.5 

0.0 

25.1 

Tokyo  (NIKKEI  225) 

21,190.0 

1.0 

15.3 

Hong  Kong  (Hang  Seng) 

13,167.2 

1.7 

40.5 

Toronto  (TSE  300) 

5966.1 

2.9 

29.7 

Mexico  City  (IPC) 

3358.2 

-1.3 

42.9 

Week 

Year 

FUNDAMENTALS 

Latest 

ago 

ago 

S&P  500  Dividend  Yield 

1 .95  % 

1.98% 

2.48% 

S&P  500  P/E  Ratio  (Last  12  mos. 

)  20.5 

20.2 

17.0 

S&P  500  P/E  Ratio  (Next  12  mos 

)  16.2 

16.0 

NA 

First  Call  Earnings  Surprise 

2.22% 

2.50% 

NA 

Week 

TECHNICAL  INDICATORS 

Latest 

ago 

Reading 

S&P  500  200-day  average 

666.8 

664.4 

Positive 

Stocks  above  200-day  average 

64.0% 

64.0% 

Neutral 

Options:  Put/call  ratio 

0.56 

0.53 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.78 

1.79 

Neutral 

BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Airllines 
Drug  Chains 
Personal  Loans 
Computer  Systems 
Gold  Mining 


16.8 
13.2 
12.8 
11.8 
11.3 


Oil  &  Gas  Drilling 
Manufactured  Housing 
Shoes 

Personal  Loans 
Oil-Well  Equip.  &  Svces. 


162.7 
64.8 
60.0 
54.6 
54.2 


WORST-PERFORMING   Last  Last  12 

GROUPS  month  %  months  % 

-30.6 
-17.3 
-16.3 
-10.6 
-5.1 


Shoes  -8.9 

Genl.  Merchandise  Chains  -8.1 

Specialty  Appar.  Retailers  -4.4 

Department  Stores  -4.3 

Health-Care  Services  -4.3 


Trucking 
Broadcasting 
Machine  Tools 
Long-Dist.  Telecomm. 
Homebuilding 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Data:  Bloomberg  Financial  Markets;  First  Call  Corp. 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Fila  Holding-ADR 

74 '/2 

-14 

DuPont 

933/8 

-3'/2 

Wal-Mart  Stores 

24 '/2 

-3 

Ameritech 

555/8 

-3/4 

Telefonos  de  Mexico-ADR 

305/8 

-*8 

APAC  Teleservices 

44S/16 

-75/l6 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Microsoft 

1557/8 

217/8 

Cisco  Systems 

65 

45/l6 

Oracle 

46  Vs 

3 

Atmel 

303/8 

25/8 

Staples 

20  3/4 

'/4 

Tellabs 

42  Vs 

3'/8 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.94 

4.94 

NA 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.17 

5.17 

5.50 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.26 

5.28 

5.48 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  NOTES 

5.40 

5.42 

5.41 

GENERAL  OBLIGATIONS 

4.78% 

4.81% 

5.42% 

5.45% 

10-YEAR  TREASURY  BONDS 

6.14 

6.20 

5.93 

PERCENT  OF  TREASURIES 

78.00 

77.73 

84.63 

84.52 

30-YEAR  TREASURY  BONDS 

6.41 

6.46 

6.25 

TAXABLE  EQUIVALENT 

6.93 

6.97 

7.86 

7.90 

LONG-TERM  AA  INDUSTRIALS 

6.94 

6.98 

6.89 

INSURED  REVENUE  BONDS 

4.93 

5.02 

5.65 

5.72 

LONG-TERM  BBB  INDUSTRIALS  7.37 

7.41 

7.30 

PERCENT  OF  TREASURIES 

80.42 

81.15 

88.22 

88.71 

LONG-TERM  AA  TELEPHONES 

7.11 

7.17 

7.15 

TAXABLE  EQUIVALENT 

7.14 

7.28 

8.19 

8.29 

EQUITY  FUNDS 

EQUITY  FUND  OBJECTIVES 

Leaders 

Four-week  total  return 


Laggards 
%    Four-week  total  return  % 


Leaders 

Four-week  total  return 


Laggards 

Four-week  total  return  % 


Fidelity  Sel.  Air  Trans. 
Fidelity  Sel.  Computers 
Fidelity  Sel.  Electronics 
Rydex  OTC 

Steadman  American  Ind. 
Leaders 

52-week  total  return 


12.2  Premier  Strat.  Growth  A  -15.3 

11.3  Dreyfus  Aggressive  Growth  -1 2.7 
9.7  Matthews  Korea  -9.6 
9.7  Dreyfus  Special  Grth.  Inv.  -8.6 
9.6  Dean  Witter  Health  Sci.  -8.1 

Laggards 

%  52-week  total  return  % 


'ningstar,  Inc. 


State  St.  Res.  Glob.  Res.  A 
Fidelity  Sel.  Energy  Service 
Landmark  Small  Cap  Eq.  A 
Dreyfus  Aggressive  Value 
Interactive  Inv.  Tech.  Val. 


81.9  Steadman  Technology  Grth.  -27.9 

66.1  Matthews  Korea  -26.4 

59.8  United  Svcs.  Gold  Shares  -18.3 

59.4  Bhirud  Mid  Cap  Growth  -17.4 

57.3  Premier  Strat.  Growth  A  -15.6 


Specialty-Financial  6.2 
Specialty-Technology  5.0 
Specialty-Real  Estate  4.8 
Growth  and  Income  4.5 
Specialty-Utilities  4.1 

Leaders 

52-week  total  return  % 

Specialty-Natural  Resources  37.2  Specialty-Communication  10.2 

Specialty-Financial  30.3  Pacific  14.0 

Specialty-Real  Estate  29.8  Specialty-Utilities  14.0 

Growth  and  Income  23.6  Specialty-Technology  14.1 

Europe  22.0  Asset  Allocation  15.0 


Specialty-Health 
Diversified  Emerging  Market 
Maximum  Growth 
Small  Company 
Specialty-Precious  Metals 

Laggards 

52-week  total  return 


-0.6 
0.2 
0.4 
0.5 
0.6 

% 
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Editorials 


ASIA  NEEDS  TO 
REWRITE  ITS  STRATEGY 

Asia's  economic  growth  over  the  past  decade  has  been 
nothing  short  of  extraordinary.  By  any  measure — gross 
domestic  product,  exports,  wages,  market  share,  standard 
of  living — the  Pacific  Rim  has  put  on  an  economic  perfor- 
mance that  is  the  envy  of  much  of  the  world.  That  is  why  the 
recent  downturn  across  Asia  is  being  easily  dismissed  as 
merely  a  cyclical  event  that  will  soon  be  reversed,  returning 
China,  Malaysia,  Singapore,  South  Korea,  Thailand,  and  oth- 
ers to  their  previous  high-growth  track.  We  think  not  and 
urge  caution.  Something  fundamental  has  changed  in  Asia.  Old 
economic  strategies  may  no  longer  be  valid.  Business  and  po- 
litical leaders  who  stick  with  traditional  top-down,  export-de- 
pendent growth  tactics  directed  mainly  by  central  govern- 
ments through  favored  big  corporations  may  be  in  for  deep 
disappointment.  Asia  is  entering  Stage  II  of  its  economic 
development,  and  a  new,  more  difficult  mix  of  economic,  social, 
and  political  policies  is  required  to  move  ahead  (page  58). 

Punch  through  the  patina  of  optimism  in  Asia  and  realists 
will  find  severe  problems  that  must  be  managed.  Success  has 
led  to  tight  labor  markets  and  sharply  rising  wages,  but  inad- 
equate education  systems  fail  to  equip  people  with  the  skills 
and  values  for  the  next  level  of  more  advanced,  technological 
work.  While  success  has  generated  enormous  profits,  much 
of  it  has  been  poorly  invested  in  empty  office  buildings  or  in 
profitless  overbuilding  of  auto,  chip,  and  petrochemical  plants. 
Corruption  has  mitigated  the  efficiency  that  comes  with  mar- 
ket forces  and  free  competition.  Government-controlled  banks 
and  weak  capital  markets  channel  capital  to  state-owned  com- 
panies or  big  companies  with  close  links  to  those  in  power,  es- 
pecially hurting  small  business  and  entrepreneurs. 

Asia's  impressive  economic  growth  has  been  built  on  mo- 
bilizing cheap  labor  and  capital  and  protecting  local  companies 
from  global  competition  as  they  exported  overseas.  To  move 
to  the  next  level  of  growth,  Asia  must  give  up  the  com- 
mand economy  and  move  toward  one  based  on  markets,  mer- 
it, and  innovation.  Authoritarianism  was  once  proclaimed  as 
an  Asian  philosophy  duly  suited  for  economic  growth.  To 
get  to  Stage  II,  Asia  will  need  a  more  decentralized,  flexible 
economic  strategy  and  a  value  system  that  encourages  it. 

TAKE  ADVANTAGE  OF 
THAT  REVISED  CPI 

'TP  he  subject  of  revising  the  government's  economic  statis- 
JL  tics  is  not  usually  exciting  stuff.  But  when  the  new 
study  of  the  consumer  price  index  comes  out  in  early  De- 
cember, it  will  be  dynamite.  The  report,  from  a  commission  of 
top  economists  led  by  Stanford  University  economist  Michael 
Boskin,  will  likely  say  that  the  official  consumer  inflation 
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numbers  are  overstated  by  a  full  percentage  point  or 
Republicans  and  Democrats  will  be  tempted  to  use  t 
overstatement  as  a  politically  palatable  quick  fix  for  pn 
with  both  the  budget  and  Social  Security.  The  annual  cost 
ing  adjustment,  for  Social  Security  is  tied  to  the  CPI.  Loi 
the  official  inflation  rate  by  one  percentage  point  would 
Social  Security  outlays  and  save  billions  over  the  ne: 
years.  Closing  the  budget  deficit  would  be  much  easier, 
over,  a  "diet  cola"  that  uses  a  2%  rate  vs.  3%  would 
cantly  reduce  the  long-term  Social  Security  deficit  (pag< 
There  is  a  penalty.  Reducing  the  inflation  adjustment 
impose  a  much  bigger  burden  on  baby  boomers  than  on  c 
retirees.  Someone  receiving  Social  Security  today  won 
their  payments  rise  by  only  2%,  rather  than  3%,  a  sm; 
ference.  By  contrast,  a  40-year-old  who  retires  in  2026  v 
ceive  payments  of  about  25%  less  in  real  terms.  Still,  if  ir 
is  really  lower  than  discredited  statistics  show,  the  U.  S.  ] 
choice  but  to  lower  the  cola  adjustments.  Further,  bal; 
the  budget  will  also  lower  interest  rates  and  generate  I 
growth  and  wealth  for  the  boomers  as  they  move  tows 
tirement.  We  think  it  will  more  than  compensate  for  tl 
Social  Security  income  down  the  road. 

A  SMART  WAY  TO  HE  J 
ELECTRIC  UTILITIES 


The  fight  over  how  to  deregulate  phone  service  gets 
of  the  headlines.  But  there's  another  deregulation 
going  on.  Without  much  fanfare,  the  electric  power  in( 
is  coming  free  of  government  regulation — and  there's 
question  about  who  will  pay  the  bill  for  the  change  (paj 
Last  April,  Washington  deregulated  the  transmiss 
electricity  between  utilities.  Now,  the  states  are  getti: 
the  act  as  well.  Led  by  California  and  New  Hampshin 
will  soon  begin  allowing  new  competitors  to  produc| 
sell  electricity.  Eventually,  electricity  prices  will  drop, 
The  problem?  U.  S.  utilities  own  about  $150  billion  o] 
erating  capacity  that  will  be  unneeded  or  unprofitabl 
competition  reduces  rates.  Much  of  it  is  nuclear.  Unde 
ulation,  consumers  were  forced  to  pay  for  these  power  j 
With  unfettered  competition,  consumers  will  choose  t 
their  electricity  from  cheaper  producers  who  are  not  ss 
with  unnecessary  expenses.  The  result  will  be  an  eco 
loss  for  utilities  as  big  as  the  savings  and  loan  disastei 
The  right  thing  to  do  is  to  share  the  pain.  Consi 
should  pay  for  costs  that  utilities  couldn't  avoid,  su 
government-mandated  contracts  to  buy  power  above  ir 
rates.  But  regulators  should  force  utilities  to  bear  most 
costs  that  could  have  been  avoided  with  prudence  and 
sight,  such  as  unneeded,  gold-plated  generating  plants. 

No  matter  what  is  done,  it  should  be  done  quickly.  Th 
son  of  the  s&L  crisis:  Far  fewer  savings  banks  would 
gone  bankrupt  if  their  problems  had  been  dealt  with 
Utilities  and  ratepayers  need  to  recognize  and  deal  wit 
mistakes  of  the  past  if  deregulation  is  to  pay  off  in  the  f 
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its  215-hp  V6,  quick-ratio  power  steering  and  specially  tuned  suspension,  the  Monte  Carlo41  Z34* 
ie  car  you  can  trust  to  make  driving  something  more  than  just  a  means  to  an  end.  The  1997 
Monte  Carlo  Z34.  Personal  space.  From  Genuine  Chevrolet. 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 


The  other  is  information.  Because  no  bank 
moves  a  single  dime  without  it.  And  helping  clients 
manage  information— not  just  process  it— is  what 
Unisys  does  best.  That's  why  Unisys  is  the  choice  of  the 
world's  most  intensive  users  of  information— including 


41  of  the  top  50  banks.  Our  solutions  help  clients 
everything  from  stopping  check  forgeries  to  integra 
global  networks.  And  our  consultants  help  business 
uncover  revenue  potential  hiding  in  customer  data.  It'll 
part  of  information  management— our  way  of  helping  u 
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Why  is  Open  Market  the  only  company  that  has  removed  the  obstacles  from  Internet  commerce?  Oi  'R  goal 
day  one  was  to  develop  commerce  software  for  the  internet.  and  unlike  other  companies,  our  software  is 
able  today.  in  fact,  some  of  the  world's  most  successful  companies  are  already  using  our  secure,  scalable 

Internet  commerce  solutions 
to  do  business  with  other 
companies  and  consumers. 
With  these  solutions,  larger 
companies  can  manage  not 
only  payment  processing  but 
every  aspect  of  internet 
business  transactions.  and 
smaller  companies  can  reap 
the  benefits  of  internet 
commerce  while  outsourcing 
the  complexity,  allowing  them 
to  foci's  on  what  they  do 
best.  In  short,  Open  Market 
fits  your  needs  no  matter 
what  size  you  are. 

to  find  the  fast  track  to 
your  own  Internet  commerce 
solution,  visit  our  website  at 
www.openmarket.com/hurdles 
or  call  i-888-open-mkt. 


WHAT  WE'VE 


NE  TO 
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( )pen  Market 
245  First  Street 
Cambridge,  MA  0114* 


OPEN 


ARE  Internet  Commerce. 


THf  F^lJE  ART 
Of  A^ESSING 
WllM  SUCCESS. 


February  26,  1992: 
Chrysler  minivans  arc 
named  top  safety  choice 

in  the  passenger  van 
category  in  Preve  ntion 
magazine's  Safe  Car 

of  the  Year  Aziards. 


August  1,  1996: 
Chrysler  Town  Country 

minivan  named  top 
safety  choice  in  the  1995 
passenger  van  category 
by  Prevention  magazine. 
(Anyone  sec  a  pattern 
developing  here?) 


November  1.  1995: 
New  Dodge  Caravan  is 
named  Motor  Trend's 
Car  of  the  Year- first  time 
a  minivan  wins  the  award. 
Second  straight  year  that 
a  Chrysler  Corporation 
vehicle  has  icon. 


October  11,  1995: 
Accompanied  by  the 
Klietstone  HS  Marching 
Band,  Chrysler  CEO  Bob 
Eaton  delivers  the 
five-millionth  Chrysler 
Corporation  minivan  to 
the  Lombard  family  of 
Columbus,  Ohio. 


Having  invented  the  category,  we  at  Chrysler 
Corporation  knew  that  tampering  with  something  as 
popular  as  our  minivan  would  be  a  delicate  operation.  (Of 


;  I 

course,  introducing  it  in  the  first  place  was  a  bit  cl 
too.)  But  what  we  finally  decided  was  that  the  g 
risk  was  resting  on  our  laurels.  When  making  grea 


Visa  our  World  Wide  Web  site  at  http:lltmoto.chrysleTcoTp.com,  or  call  toll-free  1-888-GREATCARS.  'Chrysler  minivan  owner  loyalty  at  63%  in  compilation  of  62,583  new 
light  truck  buyers  conducted  during  the  "92  second-quarter  (January,  February,  March)  sales  period.  +  Always  wear  your  seat  belt. 


May  15,  1992: 
'nary  platform  team  convenes  to  begin 
'he  next  generation  of  the  minivan. 


August  1,  1992: 
Dodge  and  Plymouth  minivans 
get  optional  sport  handling 
suspension.  Car  pools  across 
America  become  approximately 
37%  less  boring. 


September  18,  1992: 
Consumer  A  ttitude 
Research  announces 
that  Chrysler  minivans 
have  the  highest  repeat 
purchase  rate  of  any 
platform  sold  in 
the  United  States' 


July  15,  1992: 
Platform  team  reads 
letters  from  minivan 
owners  asking,  "Why 
not  put  a  sliding  door  on 
the  driver's  side  too?" 


May  9,  1993:  ^ 
Sales  of  Chrysler  minivans 
in  Asia  pass  2,  000.  Reports  that 
minivan  interior  is  more 
spacious  than  average  Beijing 
apartment  are  unconfirmed.  . 


March  10,  1995: 
ted  Chrysler,  Plymouth,  and  Dodge  minivans  reach 
■ships  with  features  including  dual  front  air  bags,'' 
il  dual  sliding  doors,  Easy  Out  Roller  Seats,"'  and 
h  storage  space  for  the  most  acquisitive  of  families. 


April  18,  1994: 
Fuel-door  problem 
solved.  (Sorry,  but 
if  zve  told  you  how, 
wed  have  to  kill  you.) 


September  15,  1993: 
Problem:  Hozv  to 
keep  driver's-side 
sliding  door  from 
banging  into  fuel  door. 


:ks  is  your  goal,  the  right  decision  is  usually 
yious.  Kind  of  like  the  idea  of  putting  a  sliding 
both  sides  of  your  minivan,  come  to  think  of  it. 
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IBM:  GROWTH  COMPANY 

It's  getting  hard  to  remember  the  days 
when  IBM  was  regarded  as  a  national 
disaster.  The  computer  giant,  is  raking 
in  new  business,  its  4ock  is  roaring, 
and  it's  winning  back  the  respect  of 
Corporate  America.  What's  Lou 
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to  guess  what's  next? 
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ACROSS  THE  POND 
AND  ONTO  THE  TELLY 

ANGLOPHILES  CAN  REJOICE 

this  Christmas — or  bemoan 
the  empire's  decline,  depend- 
ing on  their  point  of  view. 
Harrods,  that  most  British  of 
institutions,   is   coming  to 
America  for  the  first  time. 
But  don't  look  for  the  fabled 
department  store, 
purveyor  to  the  Royal 
Family,  on  Fifth  Av- 
enue or  Rodeo  Drive. 
Harrods  will  be  sell- 
ing its  wares  over 
qvc,  the  television- 
shopping  network. 

qvc  plans  to  broadcast 
three  two-hour  Harrods  spe- 
cials— on  Nov.  28,  Dec.  15, 
and  early  in  1997.  Each  show 
will  present  a  wide  range  of 
products  bearing  the  famous 
Harrods  logo,  as  well  as  food 
and  fine  china.  American 
viewers  can  even  try  to  ape 
the  royals:  qvc  will  feature 
Harrods'  jewelry  line  copied 


qvc?  The  network's  reach — 
57  million  U.  S.  households — 
meshes  nicely  with  the  store's 
motto:  Omnia  Omnibus 
Ubique  (everything  for  every- 
body everywhere),  "qvc  will 
make  that  an  instant  reality," 
says  Harrods  owner  Mo- 
hamed  Al  Fayed.  This  is  the 
store's  first  foray  into  elec- 
tronic shopping. 


D.C.  FOLLIES 

FEAR  OF 

FUND-RAISING  

WITH  CLINTON'S  SECOND- 
term  installation  only  two 
months  away,  you  would  ex- 
pect to  see  the  President's  In- 
augural Committee  rattling 
the  tin  cup  at  corporations. 
Not  this  year.  Raising  an  un- 
precedented $250  million  for 
the  campaign  got  the  Presi- 
dent's team  in  hot  water  with 
the  John  Huang  "Donorgate" 


SAX  APPEAL:  scandal.  Lippo 
With  Joe         Group  execu- 
Henderson      tives  Huang 
"  and  James  Ri- 
ady  gave  a  joint  $100,000  do- 
nation to  Clinton's  '93  inau- 
gural bash.  So  the  Clintonites 
are  leery  of  hitting  businesses 
up  for  any  more  cash. 

They  may  not  have  to, 
The  committee  has  $9.5 
million  left  from  the  pre- 
vious festivities.  It  may 
tap  a  line  of  credit  to 
cover  up-front  costs,  but 
it  expects  proceeds  from 
tickets,  souvenirs,  and 
memorabilia  to  cover  all 
expenses.  The  organiz- 
ers think  they  can  match 
the  $33  million  spent  on 
Clinton's  first  inauguration. 
"We'll  offer  a  lot,"  says  Ter- 
ence R.  McAuliffe,  Democrat- 
ic fund-raiser  and  inaugural 
co-chair.  Paula  Dwyer 

and  Douglas  Harbrecht 


TALK  SHOW  UPublic  officials  don't  gamble  with 
the  public's  money." 

— California  Judge  Stephen  Czuleger,  sentencing  former  Orang[ 
County  Treasurer  Robert  Citron  to  a  year  in  jail for fraud 


REALITY  BYTES 


DOUBLE  BARRELS  AIMED  AT  DELL 


DELL   COMPUTER,   KING  OF 

mail-order  personal  comput- 
ers, is  the  envy  of  the  indus- 
try. In  1995,  Dell  eclipsed  IBM 
to  become  the  second-biggest 
seller  of  desktop  PCs  to  cor- 
porate buyers  (only  Compaq 
Computer  is  larger).  This 
year's  sales  are  rising  at 
twice  the  rate  of  the  overall 
PC  market. 

Much  of  Dell's  success  can 
be  attributed  to  the  low 
costs  associated  with  the 
direct-sales  approach, 
which  allows  it  to  avoid 
keeping  many  different 
models  on  hand.  Dell  as- 
sembles a  machine  only 
after  a  customer  has  or- 
dered one. 

So  IBM  and  Digital 
Equipment  are  drawing 
a  bead  on  the  Austin 
(Tex.)  company.  Starting 
in  January,  the  two  will  in- 
troduce modular  pes.  These 
will  be  shipped  without  the 
high-cost  microprocessor  and 
memory  installed:  Dealers 
will  install  the  pieces  when 
an  order  is  placed.  The  idea 


is  to  reduce  inventory  tq 
little  as  14  days  from  the 
rent  35  days. 

The  modular  approach 
still  not  beat  Dell's  12  dayj 
inventory.  So  IBM  and 
also  hope  to  outdo  Dell 
selling  more  varied  packa 
of  PCs,  networking  gear,  i 
software.  They  had  bet 
hurry. 


35 


Dell's  rise  n 
projected  $7  I 
lion  in  revenues  this  y 
from  $5.3  billion  will  let 
match  the  volume-purchas 
advantage  of  its  larger  cc 
petitors.    Gary  McWilliw 


THE  LIST  HARDY  PERENNIALS 


The  public  and  Wall  Street 
use  different  yardsticks  to 
measure  a  company's  rep- 
utation. Witness  this  Har- 
ris Poll  asking  1,000 
adults  for  two  choic- 
es of  "really  good 
companies."  AT&T 
came  in  first,  de- 
spite a  19%  stock- 
price  decline  this 
year  and  waning 
market  share  in 
long  distance.  And 
IBM  remained  a 
firm  No.  2 — though 
its  stock  soared 
63%.  Troubled  Apple 
Computer  ranked  12th, 
while  fast-growing  chip- 
maker  Intel  disappeared 
entirely  from  the  list. 


THE  PEOPLE'S 
PICKS  FOR  '96 


COMPANY  NAME 

1995 

199' 

(1996  STANDING) 

RANK 

RANI 

AT&T 

1 

3 

IBM 

2 

1 

GENERAL  MOTORS 

3 

2 

MICROSOFT 

8 

GENERAL  ELECTRIC 

5 

5 

FORD 

6 

4 

WAL-MART  STORES 

7 

7 

COCA-COLA 

11 

10 

CHRYSLER 

8 

6 

PROCTER  &  GAMBLE 

15* 

9 

From  a  telephone  survey  of  1,000  adults 
*Tied  for  position 

OATA  LOUIS  HARRIS  A  ASSOCIATES  INC 
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Asia  Pacific  Regi 


As  we  expand  into  the  region  of  the  future, 
you  can  be  confident  in  the  commitments  we  make. 


After  our  latest  acquisition  of  National  Mutual,  the  second  largest 
life  insurer  in  Australia,  New  Zealand  and  Hong  Kong  -  we  are  now 
operating  in  23  countries.  In  addition  to  the  rapidly  growing 
Asia/Pacific  region,  we  have  a  very  strong  presence  in  the  U.S.  - 
through  The  Equitable  -  and  of  course  Europe.  This  broad  reach, 
international  experience  and  shared  "know-how"  benefit  clients  in 
all  our  markets.  That's  one  reason  why  we  are  confident  when  we  say  : 


Go  ahead 


INSURANCE  &  INVESTMENT 


WITH  OUR  U.S.  MEMBER, 


Up  Front 


DRAWN  &  QUARTERED 


GOLDEN  HILL 

HOUSE  SEATS: 
$1  MILLION  EACH 

HOW    MUCH    IS    A    SEAT  IN 

Congress  worth  these  days? 
About  $1  million — that  is,  if 
you  want  a  shot  at  unseat- 
ing an  incumbent. 

Although 
more  than 
90%  of 
House  in 
cumbents 
won  reelec- 
tion on  Nov. 
5,  a  BUSI- 
NESS WEEK 

review  of  re- 
cently re- 
leased Federal 
Election  Cornmis 
sion  data  finds  that  five  of 
the  six  challengers  who  had 
spent  more  than  $1  million 
by  Oct.  15  were  successful  in 
ousting  sitting  lawmakers. 
The  only  millionaire  dud: 


Georgia  cookie  manufacturer 
Michael  Coles,  who  lost  to 
House  Speaker  Newt  Gin- 
grich. Of  the  30  House  chal- 
lengers who  topped  a  half- 
million  in  spending  by 
mid-October  (the  latest  avail- 
able info),  40%  were  tri- 
umphant. The  success  rate 
for  challengers  unable 
to  put  together 
a  $500,000  war 
chest?  A  mea- 
ger 3%. 

The  lesson 
for  prospec- 
tive candi- 
dates: For 
a  million 
bucks,  you 
have  probably 
bought  your- 
self a  seat.  And  if 
you  can  cross  a  threshold  of 
about  $400,000,  you  have  a  de- 
cent chance  at  one.  Otherwise, 
better  stick  to  writing  letters 
to  your  Representative. 

Richard  S.  Dunham 


PRODUCT  PEEK 

HOW  TO  KEEP  YOUR 
LAPTOP  ON  YOUR  LAP 

HOW      DID      THOSE  NIFTY 

portable  computers  ever  get 
the  nickname  "laptop"?  They 
seem  to  work  just  about 
every  place  but  the  lap, 
where  shifting  legs  and  slip- 
pery plastic  cases  combine  to 


mm 


NO  FEAR  of  falling 


make  dropped  computers 
the  major  cause  of  laptop 
fatalities,  according  to  IDC 
Research. 

To  curtail  such  mishaps, 
two  guys  from  Ferndale, 
Wash.,  have  come  up  with 
the  Legtop  Podeum,  a  device 


that  turns  the  leg  into  a  sta- 
ble base  for  a  portable  com- 
puter. Randy  Bishop  and 
Christopher  Stirling  of  Rach 
Inc.  created  the  Podeum  from 
basic  backpacking  materials. 
To  set  one  up,  detach  the  ny- 
lon sides  and  strap  them 
around  your  leg.  The  com- 
puter is  attached  to  a  Velcro 
base  the  size  of  a  sheet  of 
paper  that  is  supported  un- 
derneath by  contoured  foam 
padding.  This  padding  cradles 
the  leg.  You  can  bend  or 
straighten  your  leg,  and  the 
computer  remains  stationary 
as  you  type  away  at  the  air- 
port, on  a  boat,  or  under  a 
tree. 

The  Podeum  does  exacer- 
bate another  hassle:  At  VA 
pounds,  it  just  adds  to  a 
laptop's  hefty  load.  If  the 
safety  of  your  little  pal  is 
paramount,  however,  the 
Podeum  can  be  had  for 
$79.99  through  mail  order — 
call  800  942-4902.  Bishop  and 
Stirling  hope  to  have  it  in 
specialty  retail  stores  by 
Christmas.  Seanna,  Browder 


NO  PROBLEM!      WE  CAN  ALWAYS  LAND  UNSKILLED  CONSTRUCTION  JOBS  ON  THAT 
BRIDGE  BILL  CLINTON  IS  BUILDING!" 


LOCAL  DISCONTENT 


FOREIGN  PLANT,  YES.  FOREIGN  WAGES,  NO 


AUSTIN,  TEX.,  IS  A  HIGH-TECH 

mecca  in  part  because  of  the 
many  tax  breaks  the  city  has 
used  to  lure  makers  of  chips 
and  computers.  But  communi- 
ty activists  now  want  Aus- 
tin to  demand 
more  than  jobs 
in  return — 
they  want  a 
guarantee  of 
living  wages 
for  employees. 

The  push 
began  after 
Austin  prom- 
ised Samsung 
some  $40  mil- 
lion in  tax  re- 
lief earlier  " 
this  year  in  return  for  a  $1.3 
billion  semiconductor  facto- 
ry scheduled  to  open  in  late 
1997.  When  the  South  Kore- 
an company  announced  that 


WHAT  PRICE  new  jobs? 


it  may  pay  as  little  as  $i 
an  hour,  activists  cried 
A  community  coalitiorjjj 
now  leading  an  effort  to| 
Austin's  city  council  tof 
mand  living  wages — arc 
$10  an  hoil 
in  return  [ 
tax  breaks! 
any  fut| 
plants. 

If  the  I 
tivists  are  | 
cessful,  Ail 
would  j 
only  Sal 
Clara  Coul 
Calif.,  in  1] 
ing  a  livil 
wage  law  I 
directly  to  tax  breaks.  (| 
cials  in  Santa  Clara  j 
that  the  law  has  not  slol 
development. 

Stephanie  Anderson  Fo\ 


THE  BIG  PICTURE 


IT'S  A  WIRELESS  WORLD  Cell  phone  sub 
scriber  growth  has  been  so  torrid  that  by  2001, 
the  industry  expects  to  more  than  double  cur- 
rent subscribers.  And  recent  federal  auctions 
of  the  broadcast  spectrum  are  opening 
up  the  market  to  hungry 
new  competitors.  A  | 


DATA:  OELOITTE  &  TOUCHE 


FOOTNOTES  Of  TV  shopping-channel  viewers,  those  who  watch  weekdays  between  9  p.m.  and  midnight:  30.7%;  weekends:  3 
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3H  launches 

Imation- 

The  new  $2-25 
billion  leader 
in  information 
and  imaging- 

There's  a  new  world  leader 
in  data  storagei  medical 
laser  imaging  1  private 
label  photo  color  film  and 
color  proofing:  Imation- 
Imation  is  a  brand  new 
Fortune  SOD  company  with 
311  innovation  in  its  genes. 
A  company  with  a  lot  of  big 
new  ideas-  A  company  that 
thinks  the  way  you  do-  See  us 
at  http://www.imation.com 
or  call  l-afifl-Mbt-3M5b- 


IMATION 

Borne  of  3M  Innovation 


 Schwabs  advice  to  investors  

Know  As  Much 

As  You  Can, 
Pay  As  Little  As 
You  Can. 


What  docs  it  take  to  become 
a  successful  investor? 

While  many  would  have  you 
believe  that  it's  a  mystifying 
process,  we  at  Schwab  have  a 
different  point  of  view. 

For  best  results, 
the  tried  and  true. 

At   Charles   Schwab,  we 
believe  investing  is  best  done 
when  you're  guided  by  a  \^^§^v. 
few  basic  principles: 
•  Invest  for  the  long  term 

rather  than  the  quick  gain. 


•  Look  for  value  w 
you  can  find  it. 


ur: 

tsSc 


Seek  out  balanced,  o 
information. 
Evaluate  carefully  the  id 
of  organizations  that 
vested  interest  in  the 
cial  products  they  sel 


The  term  "a  weali 
information"  ma^ 
especially  appropr 


ire 


to 


At  Schwab,  we  believe 
the  investor  should  think  intently 
and  spend  wisely. 


Schwab  offers  lil 
dozens  of  tools  that  ca' 
you  pick  up  valuable  in 


)1996  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (12/96)  Prospectuses  containing  more  complete  informatior 
management  fees,  charges  and  expenses,  are  available  trom  Schwab.  Schwab  receives  remuneration  from  Mutual  Fund  OneSourcc 


ation  —  even  if  you've 
purchased  a  stock, 
>r  mutual 
;fore. 
;h  these 
you  will 
the  guid- 
u  need  to 


single  one  of  them  is  free  of 
loads  and  transaction  fees. 

(While  funds 
with  loads 
can  offer 
attractive 
returns  and 
other  benefits, 


Charles  R.  Schwab.  Committed  to  giving 
v'lth  more      jy°"  control  over  your  financial  goals.       you  could  Start 


ence  and  authority. 

STORS  WHO  PAY  LESS 
E  MORE  TO  INVEST. 

les  Schwab  introduced 
incept  of  discount 
-age  over  20  years 
id  we're  more  deter- 
than  ever  to  make 
iat  investors  enjoy  a 
dvantage. 

or  example,  a  product 
chwab's  Mutual  Fund 
>urce*  service  offers  over 
unds  from  many  of 
:a's  best-known  mutual 
families.    And  every 


off  by  giving  up  as  much 
as  6%  of  your  investment 
principal.  Even  on  bad 
days,  the  Market  is  rarely 
off  that  much.) 

Why  not  become  a 
Schwab  customer  yourself? 

Every  day,  thousands  of 
new  investors  turn  to 
Charles  Schwab. 

So  why  not  join  them? 
Something  tells  us  you'll 
find  it  an  altogether  demysti- 
fying experience. 


Charles  Schwab 


Charjjes  Schwab 
Offers  Numerous  Investing 
Tools,  Including: 


Select  1  .isl  I 


Mutual  Funds 
Performance  Guides 

Quarterly  publications  providing  historical 
data  on  funds  available  through  Schwab 


StreetSmart 

Award-winning  investment  software  that 
lets  you  track  portfolio  performance. 


iNVESTMENt  SPECIALISTS 
Specialists  are  available  at  most  Schwab  offices 
to  help  you  with  a  score  of  investment  issues. 


An  Invaluable 
Investing  Sourcebook: 
Yours  Free. 

To  receive  your  free  copy  of 
The  Essential  Investor™  visit  one  of  our  more 
than  220  offices  nationwide  or  phone: 

1-800-833-8633 


indard  transaction  fee  will  he  charged  on  each  redemption  of  fund  shares  bought  with  no  transaction  fee  and  held  for  90  days 
wab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future  should  short-term  trading  become  excessive. 
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INTEL'S  l-PARTNERS, 
PRESENT  AND  FUTURE 


"Intel  inside  the  Net"  (Information 
Processing,  Nov.  18)  contained  two  in- 
accuracies, due  to  an  inadvertent  mis- 
communication  to  a  reporter. 

Intel  is  working  with  Giant  Step,  a 
unit  of  the  ad  agency  Leo  Burnett  Co.,  to 
deliver  Web  site  solutions  using  Intel 
Pentium  Pro-based  servers  and  to  iden- 
tify ways  to  improve  consumers'  Internet 
experiences.  Intel  and  True  Value  are 
not  working  on  an  online  shopping  Web 
site.  Also,  Intel  is  not  assisting  Hallmark 
Cards  Inc.  in  the  development  of  its  Web 
site.  Giant  Step  designed  the  site.  Intel  is 
working  with  Giant  Step  and  these  clients 
to  evaluate  new  technology  solutions  in 
future  Web  site  revisions. 

Claude  Leglise 

Director,  Developer  Relations  Group 
Intel  Corp. 
Santa  Clara,  Calif. 

CORPORATE  RACISM:  NOT  JUST 
BEHIND  CLOSED  DOORS  

The  incident  involving  Texaco  offi- 
cials is  only  the  tip  of  the  iceberg  ("The 
ugly  talk  on  the  Texaco  tape,"  News: 
Analysis  &  Commentary,  Nov.  18).  This 
goes  on  all  the  time  in  America,  unfor- 
tunately. As  long  as  there  are  no  mi- 
norities in  those  boardrooms,  this  will 
continue  forever. 

I  work  as  a  service  adviser  at  an 
auto  dealership.  In  this  industry,  there 
are  few  black  managers,  service  advis- 
ers, or  technicians.  Why?  Because  the 
owners  and  managers  don't  even  bother 
to  look  at  the  employment  applications 
of  blacks.  How  did  I  get  the  job?  Be- 
cause one  white  man  saw  me  as  a  per- 
son— not  a  black  person. 

John  Hawkins 
Union  City,  Calif. 

MOM  AND  DAD 

SPRING  FOR  THE  HOOCH  

Your  article  "A  booze  blast  at  any 
cost"  (Economic  Trends,  Nov.  18)  over- 
looked the  most  obvious  explanation  for 


the  lack  of  elasticity  in  the  relation! 
between  the  price  of  alcohol  andj 
lege  students'  consumption:  It  is  t" 
parents'  money  they  are  spending.  'J 
price  is  no  object. 

Karen  DeLuca  Katchm 
Annandale, 

DARWINISM  DOESN'T  APPLY 
TO  PUBLIC  SCHOOLS 

Once  again,  we  see  the  notion 
vanced  that  schools  must  be  taught  |t 
discipline  of  the  market  ("Public  sch 
need  a  little  peer  pressure,"  Econc 
Viewpoint,  Nov.  18).  The  message 
Adapt  or  die. 

Left  out  of  this  story,  because  i 
unpleasant  and  inconvenient,  is  ' 
question:  What  happens  to  the  sch 
that  are  left  once  consumers  have  m 
their  choices? 

The  Netherlands  instituted  a  voua 
program  some  time  back,  and  the  v 
sequence  could  have  been  predicft 
16%  of  its  schools  perform  below  ■ 
ceptable  standards,  a  rate  three  tiiH 
that  observed  in  the  nonchoice  systJ, 
of  Denmark,  Japan,  and  South  KoT 
Markets  produce  extreme  variability 
quality,  and  even  the  highest  qua! 
the  market  brings  to  us  can  sometul 
be  abysmal.  Have  you  tried  supernf 
ket  tomatoes  lately? 

Daniel  W.  BronJ 
Anderson-Bascom  Protest 
Department  of  Agriculture 
Applied  Econonl 
University  of  WiscorL 
Madil 

Gary  S.  Becker  asserts  that  puW 
schools  would  improve  if  faced  vy 
competition.  This  is  an  article  of  fal 
since  there's  not  really  much  evidencq 
support  Ms  claim.  We  do  know,  howej 
that  the  total  amount  of  money  availa 
for  education  will  not  increase  witlj 
voucher  system.  Public  schools  that  1( 
students  to  private  schools  will  hi| 
less  money  available  to  support  the 
ucation  of  the  students  who  remain. 

It's  hard  not  to  believe  that 
breakdown  in  family  structure  that 
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lot-Made  Metalwood,  ca.  1^7^  Callaway  Big  Bertha,  ca.  1991  Titanium  Burner  Bubble,  ca.  199b 


Similar  advances  in  portfolio  management 
help  avoid  the  hooks  and  slices  of  market  volatility. 


ie  eternal  search  for  better  scores,  evolutions  in  golf  club 
;n  have  given  players  better  control  of  their 
s.  The  same  applies  in  portfolio  manage- 
t.  Winch  is  why  significant  investors  rely  on 


The  Private  Bank 


asset  allocation  techniques,  supported  by  innovative  information 
technology  and  communications  systems,  and 
in-depth  knowledge  of  global  financial  markets. 
It  you  have  substantial  assests  to  invest,  call  Peter 


:xpertise  of  Union  Bank  of  Switzerland.  UBS'  portf  olio 
agement  team  provides  clients  with  the  most  up-to-date 


E.  Guernsey,  Jr.  at  (212)  649-1075.  Find  out  why  core  portfolios 
managed  by  UBS  have  meant  financial  security  for  generations. 


5_.  Union  Bank 
of  Switzerland 


Bank  of  Switzerland,  1345  Avenue  of  the  Amentas,  New  York.  NY  10105.  Telephone:  (212)  M9-7300 


If  you're  very  lucky,  there  will  be  a  few  moments  in  your  career  when 
the  people  who  really  matter  think  you're  an  absolute  genius.  And  if 
you're  about  to  upgrade  to  computers  with  Pentium"  Pro  processors 
and  convert  your  company  to  Windows  NT" ,  the  next  such  moment 
could  be  arriving  sooner  than  you  expected.  That  is,  if  you  make  the 
extraordinarily  brilliant,  wunderkind-like  decision  to  choose  the  AST' 
Bravo  MS-T  Pro. 

The  power  everyone  wants. 

The  Bravo  MS-T  Pro  comes  with  amazing  technology  like  the  Matrox 
Millennium:  graphics  card.  And  with  the  Pentium"  Pro  processor,  it's  a 
breeze  to  run  popular  business  programs-in  1 6  or  32  bit  format— up 
to  64%  faster  than  you  run  them  now.  To  enhance  productivity  even 
more,  there's  AST  IntraAccess  complete  Intranet/ Internet  software. 

'  Estimated  selling  price,  monitor  not  included  Actual  price  may  vary  Contact  resellers  tor  delails  ©19%  AST  Research,  Inc  AST  is  a  registered  tradema 


Amazing  technology.  Amazingly  affordable, 

$1 ,999".  (Sorry  if  we  shocked  you.)  That's  close  to  a  thousanl 
less  than  many  comparable  competitive  models.  Which  me» 
can  have  exactly  what  you  want,  and  a  lot  more  of  it  than  you  p 
Business  should  be  this  easy. 

Don't  expect  the  usual  service.  Expect  more. 

To  prove  how  eager  we  are  to  keep  you  happy,  AST  Express* 
provides  the  fastest,  most  flexible  service  around.  We'll  usualMli 
your  call  in  a  minute  or  less.  And  if  you  need  parts,  we  caw 
them  in  a  day.  For  a  reseller  near  you  call  us  at  800-876-4ASIS 
www.ast.com.  We'd  be  happy  to  answer  your  questions  a'i* 
AST  Bravo  MS-T  Pro.  And  more  than  happy  to  welcome  you^ 

AST  Computer,  the  AST  logo,  AST  CommandCenter,  AST  IntraAccess  and  AST  ExpressService  and  "Where  Things  are  Happening"  are  trademark 


The  guy  who  chose  the  ASF  Bravo  computers 
with  Pentium  Pro  technology  and  Windows  NT 


For  a  free  copy  of  our  IDC  white  paper, 
"Successfully  Migrating  to  Next  Generation 
PCs",  call  us  at  1  -800-447-0023,  ext.  100. 


1H0  and  200  MHz  Pentium'  Pro  processors,  Matrox  Millennium  graphics 
with  2  MB  WRAM  upgradeable  to  8MB,  8X  CD-ROM, 
Jnle!  EtherExpress""  Pro  10/100  PCI  adapter  on  select  models, 
Microsoft  Windows  NT'  Workstation  4.0, 
s  AST  CommandCenter",  AST  IntraAccess. 


COMPUTER  I 
Where  things  are  A 


ie  Intel  Inside  logo  are  registered  trademarks  and  the  Pentium  Pro  processor  logo  is  a  trademark  ot  Intel  Corporation  All  other  products  or  services  mentioned  herein  may  be  trademarks  or  registered  trademarks  ot  their  respective  owners  Information  subject  to  change  without  notice 


Readers  Report 


coincident  with  the  decline  in  public  ed- 
ucation has  not  been  an  important  factor 
in  that  decline.  If  this  is  the  case,  the 
use  of  vouchers  to  improve  education 
may  be  beside  the  point.  The  question 
is:  How  do  we  teach  the  children  who 
come  into  the  schools  with  two  strikes 
against  them? 

Norman  Becker 
Manchester,  Mass. 

PRIVATIZING  WELFARE? 

START  AT  HOME  

The  privatization  of  welfare  should 
begin  in  a  community's  backyard  ("Why 
privatizing  welfare  could  actually 
work,"  Social  Issues,  Oct.  21).  Welfare 
recipients  need  marketable  skills,  af- 
fordable day  care  for  their  children, 
and  help  with  the  painful  symptoms  of 
long-term  unemployment,  including  sub- 
stance abuse,  domestic  violence,  poor 
physical  health,  and  low  self-esteem. 
In  addition,  they  need  affordable  hous- 
ing they  can  return  to  after  a  full  day's 
work. 

Community  development  corporations 
(cdcs)  have  had  years  of  experience 
confronting  these  issues  and  could  prove 
a  valuable  resource  for  companies  that 
are  interested  in  "privatizing"  welfare. 
Since  the  1960s,  when  the  Ford  Foun- 
dation launched  the  first  cdcs,  these  or- 
ganizations have  brought  people  who 
live  and  work  in  neglected  inner-city 
communities  together  with  banks,  foun- 
dations, businesses,  and  government 
agencies  to  revitalize  marginalized 
neighborhoods. 

In  Newark,  for  example,  New  Com- 
munity Corp.  annually  finds  jobs  for 
nearly  1,000  unemployed  people,  50%  of 
whom  are  welfare  recipients. 

Monsignor  William  J.  Linder 
Founder 
New  Community  Corp. 

Newark,  N.J. 

Matthew  G.  Sherman 
Chicago 

NOT  ALL  CUSTOM  MAGS 

ARE  RAGS  

In  "Read  all  about  it — in  Marlboro 
Monthly"  (Industries,  Nov.  18),  you  say 
that  the  "gloss"  that  is  brought  to  cus- 
tom magazines  makes  them  "the  pub- 
lishing equivalent  of  infomercials."  The 
article  was  very  one-sided.  There  are 
many  of  us  who  specialize  in  custom 
publishing,  and  we  are  not  just  about 
"gloss."  We  help  our  clients  achieve 
measurable  results  by  creating  well-de- 
signed, well-written  publications.  Cus- 


tom publications,  if  done  right,  are  much 
more  than  "the  publishing  equivalent  of 
infomercials."  Just  ask  some  of  our 
clients:  General  Motors,  ITT,  Continental 
Airlines,  Nynex,  and  Blue  Cross/Blue 
Shield. 

Erin  Zilis 
Marketing  Manager 
Cadmus  Custom  Publishing 
Boston 

MANY  PEOPLE  HAVE  LEARNED 
BY  PLAYING  NINTENDO'  

Chris  Charyk's  letter  regarding  the 
Nintendo  64  (Readers  Report,  Nov.  4) 
reeked  of  ignorance.  He  intimates  that 
children  have  nothing  to  gain  from  play- 
ing Mario  64  and  that  our  children 
would  be  better  served  learning  busi- 
ness and  economics.  Where  I  come  from, 
children  grow  up  and  are  not  immedi- 
ately indoctrinated  into  accounting  and 
business  work  camps.  They  have  fun 
and  learn  while  experiencing  new 
things. 

Moreover,  many  people,  including  me, 
have  learned  a  great  deal  by  playing 
Nintendo.  It  is  the  primary  reason  I 
am  majoring  in  computer  programming 
and  animation. 

Douglas  Rensch  II 
Columbus,  Ohio 

WELFARE  WAS  BAD. 

THE  REFORM  BILL  IS  WORSE 

Senator  Daniel  P.  Moynihan  (D-N.  Y.) 
is,  as  Paul  Magnusson  implies,  likely  to 
be  proved  right  in  his  contention  that 
the  fruits  of  this  year's  welfare  reform 
wall  turn  out  to  be  disastrous  ("Capitol 
Hill  Cassandra,"  Books,  Nov.  18).  Fif- 
teen years  ago,  Moynihan  wrote  in  the 
Journal  of  the  Institute  for  Socioeco- 
nomic Studies  that  "either  the  nation 
does  have  a  responsibility  for  the  wel- 
fare of ...  children,  or  it  does  not."  The 
cause  of  welfare  reform,  he  went  on, 
does  not  allow  us  to  renounce  that  re- 
sponsibility. 

The  block-granting  and  devolution  of 
welfare  is  one  step  across  a  two-step 
ditch.  We  must  instead  scrap  welfare 
in  favor  of  a  system  that  provides  in- 
centives for  the  poor  to  work.  The  new 
welfare  law  attempts  to  do  with  vinegar 
what  we  can  better  accomplish  with 
honey.  Assistance  that  helps  people  up, 
rather  than  keeping  them  down,  is  the 
answer. 

Leonard  M.  Greene 
President 
Institute  for 
Socioeconomic  Studies 
New  York 


FOREIGN  POLICY 

NEEDS  DOMESTIC  MOORINGS 
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"Foreign  policy:  Once  more,  wit! 
sion"  (Cover  Stoiy,  Nov.  18)  chides  I 
ident  Clinton  for  being  "guided  by 
mestic  political  concerns"  in  for 
policy.  The  story  cites  similar  compk 
by  Europeans. 

Is  France's  Middle  East  policy 
influenced  by  its  sizable  Muslim  poj. 
tion  and  its  relationship  with  N< 
Africa?  Germany  led  in  the  prema 
recognition  of  the  Yugoslav  sta 
which  was  probably  the  main  caus 
the  civil  war  there.  The  advocates 
German  recognition  of  the  states  of 
former  Yugoslavia  included  natural 
Croatian  guest  workers  in  German!' 
am  concerned  about  foreign  policy 
tablishments  that  claim  a  monopolj 
defining  the  national  interest. 

John  E.  Ullmt 
Professor  Emeritus  of  Managen 
Hofstra  Univer 
Hempstead,  > 

IS  CLINTON  REALLY 
SHIFTING  RIGHT?  

In  "Split  decision"  (Cover  Story, 
18),  you  say  President  Clinton  "macj 
good  start  on  the  shift  to  the  centeij 
would  suggest  that  Mr.  Clinton's  "sK 
is  nothing  more  than  campaign  rhet 
and  that  we  will  see  him  continue  | 
drive  toward  a  bigger  and  more 
trolling  federal  government.  Let's 
what  he  vetoes,  signs  into  law,  or 
paigns  against  in  the  coming  month 
Thomas  Crea 
S<j 

HOW  TO  REACH  BUSINESS  WEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  and 
evening  phone  numbers.  We  reserve  the  right  to  edit| 
letters  for  clarity  and  space  and  to  use  them  in  all 
electronic  and  print  editions 
Mail:  Business  Week,  1221  Avenue  of  the  Americas, 
39th  floor,  New  York,  NY  10020 
Fax:  (212)  512-6458 
Internet:  bwreader@mgh.com 
America  Online:  readersbw 

SUBSCRIBER  SERVICES 

For  individual  subscriptions,  corporate  subscriptions] 
renewals,  changes  or  problems,  and  single  copies. 
Phone:  (800)  635-1200  or  (609)  426-7500 
Fax:  (609)  426-7623. 
Internet:  bwhelp@mcgraw-hill.com 

COPYRIGHT  PERMISSIONS 

Before  quoting  or  reproducing  editorial  material. 
Phone:  (212)  512-4801 
Fax:  (212)  512-4938 

BUSINESS  WEEK  ONLINE 

The  full  text  of  Business  Week  and  many  other  featurj 
are  available  on  America  Online.  For  information,  calj 
(800)  641-4848  and  mention  Business  Week. 


16  BUSINESS  WEEK  /  DECEMBER  9,  1996 


coks 


N  ON  MACY'S  PARADE 

ed,  Ambition,  and  Folly  Ruined  America's  Greatest  Store 

I  A.  Trachtenberg 
isiness*  274pp»  $27.50 


TASTROPHE 
1 34TH  STREET 


ie  fall  of  1990,  amid  a  torrent  of 
lors  that  retailer  R.  H.  Macy  & 

would  soon  file  for  bankruptcy 
on,  I  went  to  interview  company 
an  Edward  S.  Finkelstein.  It  was 
ars  since  Macy's  had  gone  pri- 
ld  now  it  was  reporting  losses  in 
ndreds  of  millions.  Both  Wall 
and  Seventh  Avenue  were  won- 
how — and  if — the  company  was 
o  meet  interest  payments  on  its 
llion-dollar  debt  load. 
20  minutes,  I  waited  outside 
tein's  $50,000  bulletproof  office 
iVhen  I  got  inside,  the  interview 

a  disaster,  prompting  one  of 
tein's  renowned  temper  tantiums. 
do  you  know  about  Macy's?"  he 
led.  "Just  what  you've  read?"  He 


denied  any  problems  and  bellowed  in- 
sults while  three  lieutenants  sat  in  si- 
lence, averting  their  eyes. 

But  not  even  such  virtuoso  verbal 
pummeling  could  stave  off  the  credi- 
tors. A  year  and  a  half  later, 
Macy's  was  in  bankruptcy 
court,  and  Finkelstein  was 
out  of  a  job.  It  was  a  classic 
story  of  pride  and  fall,  now 
described  in  riveting  detail 
in  Wall  Street  Journal  re- 
porter Jeffrey  A.  Trachten- 
berg's  new  book,  The  Rain 
on  Macy's  Parade. 

A  feisty  graduate  of  Har- 
vard business  school  "who 
retained  the  subtle  menace 
of  a  schoolyard  athlete," 


Finkelstein  joined  Macy's  training  squad 
in  1948  and  quickly  rose  to  become  fab- 
rics-department manager  in  the  compa- 
ny's flagship  Manhattan  store.  By  1969, 
he  was  president  of  Macy's  California, 
where  within  12  months  he  more  than 
doubled  the  division's  pretax  profits  by 
catering  to  upscale  customers.  In  1973, 
Donald  Smiley,  then  Macy's  chairman, 
brought  Finkelstein  back  to  New  York 
to  apply  his  magic  to  the  Herald  Square 
emporium.  Over  the  years,  Trachten- 
berg relates,  Finkelstein  transformed 
Macy's  from  an  oversized  variety  store 
into  a  glamorous  chain  and  made  shop- 
ping an  adventure.  In  1980,  Macy's 
board  elected  him  chairman. 

Toward  his  55,000  work- 
ers, Finkelstein  played  the 
generous,  albeit  mercurial 
and  often  dictatorial,  patri- 
arch. He  nurtured  scores  of 
employees  and  rewarded  his 
staff  handsomely.  The  trade- 
off was  putting  up  with 
Finkelstein's  dark  side:  He 
never  let  executives  forget 
who  was  boss.  During  week- 
ly meetings,  he  would  often 
"scream,  demand,  and  belit- 
tle," Trachtenberg  reports, 


For  a  free  copy  of  our  GSM  booklet  please  call  1-800-431-2345.  Or  >ou  can  visit  our  website  at  vrww.encsson.se  systems,  gsm 
Ericsson  Inc..  740  East  Campbell  Road,  Richardson.  TX  75081. 


SOON,   PEOPLE  WILL  BE 


USING  THEIR 


WIRELESS  PHONES  FOR  SURFING 


Using  a  wireless  phone  to  surf  the  Internet 
might  not  be  as  far-out  as  it  sounds.  It's 
possible  right  now. 

You  can  get  an  update  on  the  latest 
stock  prices.  Or  the  low-down  on  the 
weather.  Check  the  news  headlines.  Or 
catch  up  on  business  news  that  could 
really  affect  the  company's 
bottom  line. 

GSM,  the  global  standard  for 
mobile  communication,  and  the 
basis  for  new  and  exciting 
personal  communication  ser- 
vices, is  poised  to  go  wide-band 
(64  kb/s  and  more).  So  you'll  also 
be  able  to  conveniently  access  graphics 
and  moving  images. 

Simultaneously,  users  who  wish  to 
access  their  internal  business  informa- 
tion and  office  lan  will  be  able  to  use 
their  own  Intranet.  This  will  help  them 
easily  access  presentation  material,  and 


GSM  900.  DCS  1800 


ARE  IMPLEMENTATIONS 
OF  THE  GSM  STANDARD 


FREQUENCY  BANDS 


documentation  whether  they  are  travel- 
ling in  Shreveport  or  Sri  Lanka. 

The  ability  to  transmit  high-speed  data 
is  a  major  reason  why  operators  prefer  gsm 
to  certain  newer  wireless  standards  that  are 
as  yet  struggling  to  transmit  voice. 

Whether  the  data  is  continuous  (as 
with  video),  or  forwarded  in 
bursts  (as  with  E-mail),  GSM 
will  enable  the  millions  of 
subscribers  to  use  their  wire- 
less phones  as  electronic 
couriers,  delivering  messages, 
documents  and  even  complex 
graphic  fdes  at  incredibly  high  rates. 

And  because  it's  digital,  it  allows  opera- 
tors to  squeeze  many  more  users  into  the 
same  radio  spectrum. 

All  this  makes  gsm  the  perfect  way  to 
receive  and  send  information.  Whether 
you  are  working  in  a  car  or  relaxing  on  a 
beach,  enjoying  the  sun,  sand  and  surf. 


GSM.  The  standard  that  sets  the  standard. 


ERICSSON 


Books 


enjoying  it  when  his  staff  turned  on 
each  other  because  "this  meant  they 
cared."  Every  Monday  morning,  on  re- 
turning from  his  Connecticut  weekend 
retreat,  Finkelstein  would  hand  out  gifts 
to  a  favored  few — eggs  laid  by  his  hens. 
Recalled  one  executive:  "If  you  never 
got  eggs,  you  started  to  worry." 

For  six  years,  Finkelstein  himself  had 
few  worries,  traveling  in  a  chauffeured 
Mercedes  and  living  the  high  life.  Then, 
in  the  summer  of  1985,  convinced  that  a 
leveraged  buyout  would  make  millions 
for  him  and  several  hundred  top  man- 
agers, he  decided  to  take  Macy's  pri- 
vate. The  board,  initially  resistant,  ac- 
quiesced, as  they  had  with  most  of 
Finkelstein's  demands.  It  was  the  '80s, 
and  merger  fever  was  rampant.  Two  of 
Macy's  rivals,  Federated  Department 
Stores  Inc.  and  Allied  Stores,  had  been 
taken  private  by  Canadian  real  estate 
developer  Robert  Campeau,  and  Finkel- 
stein decided  that  if  Campeau  could  do 
it,  he  could,  too. 

True  to  form,  Finkelstein  celebrated 
the  lbo  by  hosting  an  elaborate  black- 
tie  party  at  the  Metropolitan  Museum  of 
Art's  Temple  of  Dendur  in  July,  1986. 
But  the  champagne  had  hardly  been  fin- 
ished before  things  stalled  going  wrong. 


It  soon  became  clear  that  investment 
bankers'  projections  of  future  cash 
flow — the  money  needed  to  service  the 
lbo  debt — had  been  too  optimistic.  And 
with  the  economy  sagging  into  reces- 
sion, two  Christmas  shopping  seasons 
in  a  row  proved  disastrous.  In  Novem- 
ber, 1988,  Macy's  reported  that  it  had 
lost  $188  million  for  the  year  ended  in 


Where  did  Macy's  go 
wrong?  The  author 
blames  the  chairman's 
financial  bungling 


July,  more  than  13  times  what  it  had 
lost  a  year  earlier.  The  company  began 
to  close  stores  and  lay  off  employees, 
with  Finkelstein  insisting  all  the  while 
that  Macy's  would  rebound. 

But  there  would  be  no  miracles  on 
34th  Street.  In  early  1992,  the  once- 
great  retailer  stumbled  into  bankruptcy 
court.  "Every  cent  invested  by  Macy's 
more  than  400  managers  was  wiped 
out,"  writes  Trachtenberg,  whose  de- 


scription of  the  days  leading  up  tcl 
company's  bankruptcy  filing  is  fast-pi 
and  absorbing. 

Trachtenberg  places  the  failuro 
Macy's  squarely  on  Finkelstein's  sljty 
ders — the  chairman,  he  argues,  lag 
critical  financial  acumen.  Rather  ai 
listen  to  anyone  who  didn't  share! 
misplaced  enthusiasm,  Trachtenl'i 
says,  Finkelstein  just  bellowed  at  tlj| 
Nor  would  the  chairman  assume  an?4 
sponsibility  for  Macy's  downfall.  1 
take  on  the  bankruptcy  was  that  it| 
somebody  else's  fault;  an  act  of  Gel 
conspiracy;  the  recession,"  notes  Rol 
Miller,  a  lawyer  for  Macy's  bondholcl 

That  was  hardly  the  case.  Macy's  t 
began  and  ended  with  Ed  Finkelsl 
But  the  story  has  a  relatively  haj 
ending:  Macy's  is  now  a  division  of  1$ 
erated,  which  bought  it  in  1994.  Tra| 
enberg  reports  that  friends  of  Fir| 
stein — who  has  hung  out  his  shingla 
a  retailing  consultant — say  he  has  iil 
lowed.  He's  not  likely  to  relish  his  i 
trayal  in  The  Rain  on  Macy's  Par\ 
No  matter.  Readers  will  find  the  s$ 
fascinating. 
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Former  staff  editor  Zinn  covered! 
Macy's  debacle  for  business  week.\ 


Think  about  it. 
What's  waiting  inside? 


it's  inside  your  laser  beam  printer,  plain  paper  fax  or  personal 
er?  In  genuine  Canon  cartridges,  we've  not  only  included  all 
ne  imaging  system's  core  components  in  one  user-replaceable 
.  We've  also  improved  the  design  in  numerous  ways.  We've 
le  the  toner  finer,  for  higher  resolution  and  beautiful  halftones, 
ve  reduced  the  number  of  parts  for  greater  reliability.  And 
/e  simplified  the  construction  making  the  cartridge  smaller  and 
er  to  use.  For  the  best  possible  output,  we  do,  of  course, 
>mmend  that  you  choose  a  Canon  printer,  fax  or  copier, 
this,  at  least,  we  do  ask.  Is  the  cartridge  you're  using  designed 
made  with  Canon  quality  built  in  at  every  step?  Before  you 
ase  another  cartridge,  ask  yourself  what's  missing  inside. 


The  all-in-one  Canon  cartridge, 
The  genuine  choice. 


dges  returned  via 

3  n 

si  r 


Laser  Beam  Printer 
LBP-465 


Personal  Copier 
PC720 


Fax  Laser  Class 
7000 


As  part  of  our  Clean  Earth  C.  ampaign.  Canon  supports  leading 
environmental  organisations.  Used  cartridges  are  returned  under 
the  Clean  Earth  Campaign  via  UPS  or  MBE  in  the  U.S.  and 
Canada  Post  in  Canada.  Shipping  costs  are  paid  by  Canon,  so 
there's  no  charge  to  our  end  users.  Easy  shipping  instructions 
can  be  found  in  the  cartridge  box.  Pack  two  or  more  used 
cartridges  in  one  box  for  efficiency. 
Fur  details,  call  [-300-962-2708  (in  U.S.A.)or  1-800-667-2666  (in  Canada 
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All  registered  trademarks  belong  t 
their  respective  holders. 
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Canon 


Every  time  you  invest 
with  American  Express 
Financial  Direct. 


(  A  NEW  INVESTOR'S  ADVANTAGE  ) 


Introducing  Investment  Rewards. 


Earn  valuable  points  toward  great  rewards. 

Open  an  investment  account  with  American  Express  Financial 
Direct  and  take  advantage  of  the  most  comprehensive  reward 
program  in  the  investment  business  —  Investment  Rewards. 
Nobody  offers  more  variety  or  more  choices.  Up  to  12  airlines, 
6  hotels,  3  car  rental  companies,  9  gourmet  partners  and  as  many  as 
14  shopping  partners. 

To  earn  points  for  great  rewards,  open  an  investment  account 
where  you  can  choose  from  a  wide  range  of  investment  options 
including  over  200  no-load,  no-transaction  fee*  mutual  funds, 
money  market  funds,  brokerage  and  on-line  brokerage  ser- 
vices. You'll  get  cash  access  and  free  checking  on  qualify  ing 
accounts.  And  you'll  get  one,  consolidated,  easy-to-read  state- 
ment for  all  your  transactions. 

Invest  before  December  31,  1996  to  receive 
double  points. 

Open  an  investment  account  before  December  3 1 ,  1996,  and  you'll 
get  double  points  —  one  point  for  every  $5  you  invest.  After  January 
1,  1997,  you'll  receive  one  point  for  every  $10  you  invest.  All  you 
need  is  a  $5,000  minimum  to  get  started. 

Anyone  can  take  part  in  this  program  —  even  it  you  don't  have  an 
American  Express"  Card.  But  il  you  are  a  Cardmember  enrolled  in  our 
award  winning  Membership  Rewards'  program,  points  can  be  applied 
to  your  existing  Membership  Rewards  account. 


Financial 
Direct 


Call  now  to  open  an  account  "l  C)  f\f\  A  ^^T3  Tf^/^O 
and  receive  double  points.  J-    O  W  \J  Ijl/Vjl        /  VJ  \J  Uj 


w  w  u .  a  m ericanexpress. c o m /d  i  r e c  t 


*A  transaction  fee  will  be  charged  on  each  redemption  of  mutual  fund  shares  held  for  less  than  90  days. 

Qualifying  accounts  from  American  Express  Financial  Direct  \.\EEDl  include  the  Basic.  IAI  \.  InvestDirect,  and  JnvestDirect/pt 
accounts.  This  includes  mutual  fund,  money  market.  Value  t  rader.  InvestDirect  and  JnvestDirect/pt  products.  CD  and  unnuirv  prod- 
ucts are  not  eligible  for  points.  Accounts  cannot  he  designated  for  retirement  purposes  (IRA.  401(h),  SEP.  Keogh,  etc.).  Corporate 
and  institutional  accounts  are  not  eligible.  Deposits  or  trunsjers  between  anv  .\EED  brokerage  accounts  do  not  qualify  for  points. 
Assets  must  remain  in  the  account  for  90  davs.  If  vou  withdraw  or  remove  assets  that  have  already  earned  points  from  your  account, 
the  dollar  value  of  those  assets  must  be  replaced  before  additional  points  can  be  earned.  Other  terms  and  conditions  may  apply 
©American  Express  Service  Corporation.  Distributor.  All  rights  reserved.  Member  SIPC  and  NASD  (JO/96). 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 


HANDHELD  PCs: 
HOLD  OFF  FOR  NOW 


They're  so  power 
hungry  that  they 
have  a  hard  time 
handling  E-mail 

I've  spent  a  long  time 
looking  for  a  something 
that  would  let  me  leave 
my  laptop  home  on  some 
trips.  What  I  want  would  be 
small,  light,  and  cheap.  It 
would  enable  me  to  read  E- 
mail,  check  my  schedule,  and 
do  some  other  basic  tasks. 
Some  new  handheld  PCs  built 
around  Microsoft's  specially 
designed  Windows  CE  oper- 
ating system  are  supposed 
to  be  just  what  I  want.  So  I 
tried  some  out.  But  while 
their  potential  is  great,  I'm 
not  ready  to  leave  home 
without  my  laptop. 

These  handheld  comput- 
ers, which  Microsoft  has 
dubbed  hpcs,  are  the  result 
of  a  close  collaboration  be- 
tween the  software  giant  and 
hardware  makers.  The  first 
units  on  the  market  are 
identical  twins  from  Compaq 
Computer  and  Casio  and  a 
close  cousin  from  NEC.  Ver- 
sions from  Hewlett-Packard, 
Hitachi,  LG  Electronics,  and 
Philips  Electronics  are  due 
out  in  the  first  half  of  next 
year. 

COLOR  COMING.  Windows  CE 
was  designed  to  duplicate 
the  look  and  feel  of  Windows 
95,  a  mixed  blessing.  Win95 
users  will  feel  at  home  with 
an  hpc  as  soon  as  they  get 
used  to  tapping  with  a  stylus 
instead  of  clicking  a  mouse. 
The  meanings  of  such  icons 
as  My  Handheld  PC,  the 
Start  button,  and  the 
Taskbar  are  obvious.  The 
keyboard  is  tiny,  but  usable 
in  small  spurts.   I  wrote 


much  of  this  column  on  the 
Compaq  and  NEC  models. 

The  problem  is  that  a 
graphic  interface  designed 
for  a  big  screen  that  offers 
256  colors  loses  a  lot  on  a 
small  one  with  four  shades 
of  gray,  and  familiar  icons 
become  tiny  and  obscure. 
Color  screens  are  on  the 
drawing  board,  but 
keeping  the  price 
and  the  power 
consumption  rea- 
sonable are  big 
challenges. 

The  integration 
with  Windows  does 
offer  some  notable 
advantages.  The 
hpc's  address  book 
and  calendar  syn- 
chronizes names 
and  appointments 
instantly  with  the 
desktop  version  of 
Schedule+  when 
you  connect  to 
your  computer  by 
plugging  in  a  cable 
or  setting  the  hpc  in  its  cra- 
dle. Synchronizers  that  will 
do  the  same  for  other  infor- 
mation managers  will  be 
available  from  Puma  Tech- 
nologies and  Data  Viz.  If 
you've  mastered  Wm95's  Dial 
Up  Networking  to  link  to 
a  corporate  LAN  or  the 
Internet,  you'll  have  no  trou- 
ble with  the  hpc's  Remote 
Networking. 

The  hpc  Explorer,  a  clone 
of  the  regular  Windows  Ex- 
plorer program,  makes  it  a 
snap  to  transfer  files  be- 
tween desktop  and  palmtop. 
Other  handhelds,  such  as  the 
Sharp  Zaurus  and  Apple 
Newton,  have  greatly  en- 
hanced their  ability  to  ex- 
change files  with  desktop 
machines,  but  the  degree  of 


integration  still  falls  short  of 
what  Windows  CE  offers. 

The  Windows  ce  versions 
of  Word  and  Excel  work 
smoothly  with  their  desktop 
big  brothers.  Strangely 
enough,  though,  they  offer 
no  way  to  print,  even  though 
many  printers,  including 
most  new  Hewlett-Packard 
LaserJets,  are  equipped  with 
an  infrared  port  compatible 
with  the  one  on  the  hpc.  The 
hp  version,  due  in  mid-1997, 
will  offer  infrared  links  to 
printers  as  well  as  a  bigger 
display. 

As  good  as  the  hpc  is  at 
connecting  to  desktops,  com- 
munication with  the  rest  of 
the  world  is  a  real  problem. 


The  Prototype 
Palmtop 

DIMENSIONS  7x4x1 
inches  (170  x  93  x  25  mm) 

WEIGHT  Under  1  pound 
(500  grams) 

DISPLAY  480  x  240 

pixel,  touch-sensitive 
LCD,  four  shades  of  gray 


MEMORY  8 

only,  2  to  4 


IB  read- 
IB  RAM 


BUILT-IN  SOFTWARE 

E-mail,  compact  versions 
of  Microsoft  Schedule+, 
Word,  Excel,  and  Internet 
Explorer 

PRICE  $500  to  $700 


The  culprit  is  the  pow 
petite  of  modems.  Eve 
speed  throttled  back  t 
kilobits  per  second  a 
ing  new,  energy-cons 
modems,  going  online 
out  an  AC  adapter  pi 
in  can  reduce  the  norm 
hour  life  of  the  two 
teries  to  45  minutes 
WASTED  SPACE.  Slow 
munications  are  just  on 
son  why  Pocket  Intl 
Explorer,  the  ce  versij 
the  Microsoft  browser,  il 
very  good  idea.  You  ai 
really  have  to  be  addict] 
the  World  Wide  Web  to 
pages  on  a  two-inch- 
gray-on-gray  screen. 
The  precious  mej 
space  wasteJ 
the  browser 
have  been  usi 
build  better  H 
software.  It's 
pie  to  conne 
any  Internet 
vice  provider! 
many  corp<| 
mail  server; 
addition,  soft 
from  River 
will  allow  co 
tions  to 
cc:Mail  and 
crosoft  Mail 
offices. 

The  built-ir 
box  mail-han( 
program,  how- 
is  weak.  You  can't  org; 
mail  into  folders,  and 
can't  set  up  rules  to  pre 
mail  automatically.  But 
greatest  failing  is  that  it 
only  handle  straight  text 
file  attachments.  The  re 
are  perverse.  You  can  e 
transfer  a  Microsoft  V 
file  using  a  cable  conne< 
to  your  desktop,  but 
can't  get  it  by  E-ma 
you're  on  the  road. 

Fortunately,   the  w 
problems  are  with  softw 
Both   upgrades  from 
crosoft  and  third-party 
ons  should   bring  on 
provements  to  overcome 
initial  difficulties  over 
next  year  or  so.  I'm  still 
rying  that  laptop,  but 
hopeful. 


i  i 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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The  button-down  attitude  was  fine  in  the  mainframe  world,  but  now  the  computing  world  has  rapidly 
expanded.  With  thousands  of  PCs  and  servers,  today's  IT  environment  demands  more  flexibility,  and  more 
rapid  response,  from  you  and  your  suppliers. 

Call  Vanstar,  the  distributed  computing  experts.  We  offer  the  life  cycle  services  you  need  to  manage  your 
IT  growth:  consulting  and  design,  network  planning,  integration,  procurement,  financing,  installation,  and 
deskside  support. 

With  Vanstar,  you  choose  as  much,  or  as  little,  of  our  expertise  as  you  need.  That's  why  hundreds  of  Fortune 
1000  companies  have  selected  us  to  support  their  distributed  computing  environments. 

Please  visit  us  at  www.vanstar.com/nostarch  or  call  us  at  1-800-994-2345  to  learn  more.  You'll  get  the 
expertise  and  discipline  you  need,  without  the  attitude. 


Someone  had  to  do  it.  Make  the  Internet  work  better  for 


SmartSuite 


business.  Presenting  SmartSuitef  Now  you  can  fully  leverage  the 
power  of  the  Internet.  Without  leaving  the  famil- 
iar business  applications  you  use  every  day. 

With  SmartSuite  you  can  jump  from  one 
task  to  the  next,  from  desktop  to  Internet,  with- 

J  out  missing  a  beat.  You  can  find,  share  and  publish 
Share  |  information  to  far-flung  audiences  across  your  internal 
Publish]  intranet  and  the  Internet. 

You  can  use  whatever  browser  you  want  to  publish  your  1-2-3® 
models  to  the  Internet  or  pull  information  from  the 
Internet  into  your  spreadsheet.  Plus,  you  can  easily  publish  HTML 
files  or  create  a  really  cool  home  page.  No  special  training  needed. 

Result:  you  can  efficiently  com- 
plete joint  projects  and  deliver  timely 
information  to  colleagues  anywhere  in 
the  world. 

So  if  you  want  to  conduct  real 
business  on  the  Internet  (instead  of  just 
browsing  around),  get  SmartSuite.  The 
smart  way  to  work  on  the  Internet. 
SmartSuite  is  now  included  with  Aptivaf  ThinkPad,®  and  IBM®  PC 
desktops  as  well  as  select  Acer®  AST®  and  Fujitsu™  PCs.  For  more 
information  call  1-800-TRADE-UP,  ext.  C714  or 
visit  us  on  the  World  Wide  Web  at  www.lotus.com.  WorkingTogether" 


SmartSuite 

1-2-3 

spreadsheet 

Word  Pro 

word  processor 

Approach 

database 

Freelance  Graphics 

presentation  graphics 

Organizer 

time  management 

ScreenCam 

multimedia  tool 


Lotus. 


Versions  ol  SmartSuite  are  available  for  Windows'  95,  Windows'  3  1  and  OS/2'  In  Canada  call  1 -800-G0-L0TUS  ©1996  Lotus 
Development  Corporation,  55  Cambridge  Parkway,  Cambridge.  MA  02142  All  rights  reserved-  Lotus  and  Working  Together  are 
registered  trademarks  of  Lotus  Development  Corporation  All  Lotus  products  are  trademarks  of  Lotus  Development  Corporation.  IBM, 
Aptiva,  ThinkPad  and  OS/2  are  registered  trademarks  of  International  Business  Machines  Corp  Windows  95  and  Windows  3.1  are 
registered  trademarks  of  Microsoft  Corporation.  All  other  product  names  are  registered  under  their  respective  companies. 


Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


BALANCE  THE  BUDGET-BUT  FORGET 
A  CONSTITUTIONAL  AMENDMENT 


WRONG  WAY: 

Would  it  curb 
spending? 
Maybe.  Would 
it  mean  higher 
taxes  and 
accounting 
hijinks? 
Probably. 
Would  it 
undermine  the 
Constitution? 
Definitely 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  at  the  Institute  for  Political 
Economy  in  Washington,  DC,  and 
Research  Fellow  at  The  Independent 
Institute  in  Oakland,  Calif 


If  you  favor  a  balanced  budget,  does  that 
mean  you  favor  a  constitutional  amend- 
ment to  require  a  balanced  federal  bud- 
get? We  need  to  think  about  this,  because 
Republicans  have  placed  a  high  priority  on 
passing  such  an  amendment — which  failed 
last  time  by  only  one  Senate  vote.  Clinton, 
seeking  to  give  the  impression  of  cooperating 
with  Congress,  has  come  down  on  both  sides 
of  the  issue. 

Republicans  favor  such  an  amendment  be- 
cause they  believe  it  would  reduce  federal 
spending.  Expenditures  would  be  limited  to 
the  amount  of  revenues  collected  and  could 
not  be  increased  by  borrowing — except  when 
the  economy  is  in  recession.  Democrats  op- 
pose it  for  the  same  reason.  I  believe  the  as- 
sumption that  Congress  would  reduce  expen- 
ditures rather  than  raise  taxes  is  unrealistic. 

It  is  possible  to  imagine  situations  and  po- 
litical configurations  in  which  the  result  would 
be  reduced  spending,  but  it  is  just  as  easy  to 
imagine  other  outcomes.  For  example,  public- 
choice  theory  tells  us  that  taxpayers  are  not 
an  organized  group  and  that  the  cost  of  a 
tax  hike  is  diffused  over  100  million  people.  In 
contrast,  the  beneficiaries  of  spending  pro- 
grams are  organized,  and  the  benefits  are 
concentrated.  In  other  words,  the  recipients  of 
benefits  are  more  able  and  more  likely  to  put 
pressure  on  policymakers. 

A  balanced  budget  amendment  could  back- 
fire for  another  reason.  It  provides  constitu- 
tional cover  for  raising  taxes.  Members  of 
Congress  could  say  that,  whereas  they  per- 
sonally oppose  higher  taxes,  the  Constitution 
gives  them  no  recourse  as  the  parties  have 
not  been  able  to  reach  agreement  on  where  to 
cut  spending.  The  buck  would  stop  on  the 
Constitution's  desk. 

Consider  also  whether  a  constitutional  rule 
can  stymie  535  creative  politicians  plus  the  ex- 
ecutive branch.  There  are  many  ways  policy- 
makers can  comply  with  the  letter  of  the  law 
while  violating  its  spirit.  We  would  not  have  a 
budget  deficit  today  if  Congress  were  con- 
tent to  have  spending  grow  no  faster  than 
revenues.  A  balanced  budget  amendment 
would  not  change  this. 

One  of  the  first  things  Congress  and  the 
White  House  would  do  to  relieve  the  pressure 
on  spending  would  be  to  take  capital  expen- 
ditures off  the  annual  operating  budget  by 
creating  a  capital  budget.  Currently,  the  fed- 
eral budget  treats  long-term  investments, 
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Kadi 


such  as  aircraft  carriers  and  publicly  fina: 
infrastructure,  as  current  consumption 
lumps  these  expenditures  with  food  stam 
Many  economists  argue  that  this  makes 
analytical  or  budgetary  sense.  The  caps 
budget  would  be  excluded  from  the  balanc 
requirement  and  would  create  a  lot  of  lee\ 
for  more  spending — as  well  as  leave  a  lo 
room  for  creative  definition  of  capital  spent, 
in  the  event  the  budgetary  noose  should  a£ 
tighten.  For  example,  federal  spending  on 
ucation  could  be  moved  into  the  capital  b 
get  on  the  argument  that  it  is  investmeni 
human  capital.  So,  too,  could  health 
expenditures. 

BAG  OF  TRICKS.  As  another  way  of  breachg 

a  balanced  budget  amendment,  Congrg 
could  create  "special  funds"  with  authoiy 
to  incur  debt,  as  some  states  have  do$ 
There  is  almost  no  end  to  the  accountf 
tricks  and  manipulation  of  budgetary  j 
sumptions  that  could  be  used  to  defeat  the 
fort  to  limit  spending  with  a  balanced  bud; 
requirement.  If  Congress  exhausts  its  bag 
tricks,  it  can  mandate  expenditures  by 
private  sector. 

One  has  to  worry  also  about  the  Consti 
tion  itself.  Should  a  founding  document  £ 
sets  out  the  rights  of  individuals  be  burdeiljiijin 
with  a  provision  that  many  could  interpret 
special  pleading  for  the  bond  market?  As 
amendment  is  almost  certain  to  be  madi 
mockery  in  practice,  will  this  lessen  the 
thority  of,  and  respect  for,  the  Constitutio 

In  the  end,  a  balanced  budget  is  going 
depend  on  Congress.  We  have  not  had  a  t 
anced  budget  for  a  long  time  because  1 
Democrats  controlled  Congress  and  were  & 
vinced  by  Keynesian  economists  that  defu 
were  a  cheap  way  to  maintain  full  empii 
ment.  The  Republican  argument  that  defic 
crowd  out  investment  was  less  compellii 
Today,  the  situation  has  changed.  Repul 
cans  control  Congress  and  can  balance  t 
budget  if  they  want  to.  Democrats  have  coi 
halfway  toward  that  goal.  They  point  out  t 
harm  of  deficits  caused  by  tax  cuts  and  cam 
forever  avoid  the  corollary. 

Democracy  is  supposed  to  function  by  p 
suasion.  The  balanced  budget  amendment 
an  effort  to  overcome  the  failure  of  persuasi 
with  coercion.  It  should  bother  us  to 
sticks  and  stones  thrown  at  democracy,  a 
we  should  wonder  what  coercive  amendmt 
will  be  next. 
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Economic  Trends  t. 


BY  GENE  KORETZ 

HOW  TO  RAISE  U.S. 
PRODUCTIVITY 

Count  quality  gains  in  services 

Since  productivity  determines  Ameri- 
ca's living  standards,  it's  no  surprise 
that  economists  are  upset  with  the  data 
flowing  from  Washington  in  recent 
years.  These  show  manufacturing  pro- 
ductivity running  about  4%  above  year- 
earlier  levels  but  total  business  produc- 
tivity up  only  0.5%  or  so.  That  suggests 
that  service-sector  productivity  has  ac- 
tually been  declining. 

Many  economists  question  these  esti- 
mates, citing  not  only  the  massive  in- 
vestment in  information  technology 
made  by  service  industries,  but  also  the 
notorious  difficulty  of  measuring  pro- 
ductivity in  services.  Indeed,  a  new 

A  PUZZLING  GAP  IN 
PRODUCTIVITY  GROWTH 

«fc  MANUFACTURING  
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i)Ki/McGraw-Hill  study  to  be  released 
next  month  finds  that  quality  improve- 
ments in  health  care,  finance,  and  busi- 
ness services  have  been  significantly  un- 
derestimated. In  other  words,  inflation 
has  been  overstated  in  these  areas  and 
output  growth  understated,  lowering 
overall  productivity  data. 

How  do  oris  new  estimates  of  pro- 
ductivity gains  affect  America's  eco- 
nomic scorecard?  So  far  in  the  expan- 
sion, business  productivity  has  risen  at 
about  a  1.1%  annual  rate,  compared 
with  2.7%  from  1950  to  1973.  Over  the 
next  five  years,  dki  expects  it  to  rise  at 
a  1.3%  pace — as  currently  measured. 

Factoring  in  dim's  preliminary  find- 
ings, however,  suggests  that  U.  S.  pro- 
ductivity growth  (and  total  national  out- 
put) is  being  understated  by  about 
three-quarters  of  a  percentage  point. 
So  productivity  will  really  be  growing 
about  2%  in  coming  years.  And  the 
economy's  potential  noninflationary 
growth  rate  will  really  be  around  3%, 


rather  than  the  2K%  usually  assumed. 

Two  caveats:  The  fact  that  produc- 
tivity growth  may  be  stronger  than  now 
measured  doesn't  mean  the  Federal  Re- 
serve Board  has  room  to  ease,  since  the 
same  analysis  implies  that  the  econo- 
my is  growing  faster  than  reported. 
And  it  doesn't  mean  that  productivity 
hasn't  slowed  appreciably  since  the 
1960s,  dri  finds  that  output  per  hour 
was  also  understated  in  those  years — 
though  less  so  than  at  present. 


WHAT  MAKES  AN 
ENTREPRENEUR 

Parental  example  is  a  big  factor 

Although  Americans  are  known  for 
their  entrepreneurial  zeal,  it  takes  a 
lot  more  than  zeal  to  establish  a  busi- 
ness. The  conventional  view  is  that 
young  people  who  succeed  on  then-  own 
often  get  a  lot  of  financial  help  from 
their  parents.  But  are  Dad's  or  Mom's 
deep  pockets  really  that  important? 

To  find  out,  economists  Thomas  A. 
Dunn  and  Douglas  Holtz-Eakin  of  Syra- 
cuse University  analyzed  survey  data 
following  a  group  of  young  men  and 
their  mothers  and  fathers  from  the  mid- 
1960s  to  the  early  1980s.  As  expected, 
they  found  that  parental  wealth  did 
have  a  statistically  significant  effect  on 
the  likelihood  that  the  sons  would  be- 
come self-employed,  as  did  the  young 
men's  own  personal  financial  assets.  But 
these  effects  were  relatively  modest. 

Far  more  important,  the  researchers 
found,  was  the  employment  status  of 
the  parents,  especially  the  fathers.  Al- 
though they  often  chose  different  occu- 
pations, sons  of  self-employed  men 
showed  a  strong  tendency  to  become 
self-employed.  In  other  words,  rather 
than  financial  capital,  it  was  the  par- 
ents' human  capital — as  role  models  and 
imparters  of  management  skills — that 
apparently  enabled  their  sons  to  become 
successful  entrepreneurs. 


WHO  SHRANK  THE 
MONEY  SUPPLY? 

The  banks  swept  funds  out  of  Ml 

Don't  look  now,  but  America's  nar- 
row money  supply  (cash  plus 
checkable  deposits)  seems  trapped  in 
negative  territory.  Indeed,  Mi's  drop  in 
October  marked  the  14th  monthly  de- 
cline in  the  past  15  months  and  brought 


it  4.9%  below  its  October,  1995, 

Because  the  last  time  Ml  fell  b 
year-earlier  levels  for  a  protractec 
riod  was  in  mid-1989,  a  year  before 
1990  recession,  some  economists  fes 
latest  decline  signals  an  impen 
downturn.  William  V.  Sullivan  J 
Dean  Witter  Reynolds  Inc.  isn't 
ried,  though.  He  attributes  Mi's  be 
ior  to  rapidly  accelerating  growth  i: 
called  sweep  activity  by  banks. 

By  sweeping  funds  from  checkin 
counts,  which  are  part  of  Ml  and 
ject  to  the  Federal  Reserve's  res 
requirements,  into  interest-bearing 
ings  deposits,  which  are  part  of 
banks  can  enhance  their  supply  of  1 
able  funds.  Since  mid-1995,  they 
swept  $120  billion  out  of  reservabl 
posits,  including  $24.2  billion  in  Au 
and  September  of  this  year  alone. 

If  there's  any  monetary  aggre 
that  signals  the  Fed's  intentions, 
Sullivan,  it's  probably  M2.  And 
measure  is  about  4.1%  above  its  j  | 
earlier  level,  suggesting  that  "the  F<  M 
hewing  to  a  neutral  policy  suppoi  |, 
moderate  growth  and  modest  inflat 


A  SPICK-AND-SPfl 
DUTCH  EC0N0MM 

Early  reforms  are  paying  off 

With  the  lowest  jobless  rate  in! 
15-member  European  Unj 
Dutch  economic  policymakers  are 
ously  doing  something  right.  Econ< 
growth  will  approach  3%  this  year 
less  than  1.5%'  likely  in  Germ 
France,  and  Italy.  Job  growth  cor 
ues.  Inflation  is  running  close  to 
And  the  deficit  is  under  3%  of  g 
domestic  product 


A  DUTCH  GLOW 
IN  THE  JOB  MARK 

UNEMPLOYMENT  RAT 
GERMANY 


What's  the  se- 
cret? Economist 
Tony  Riley  of  A. 
Gary  Shilling  & 
Co.  says  govern- 
ment reforms  of 
social  programs, 
combined  with 
business  tax  cuts, 
have  fostered  job 
growth,  even  with 
the  strict  Dutch 
monetary  regime. 
And  corporate  re- 
structuring start- 
ed earlier  than 
elsewhere  on  the  Continent.  As  a 
suit,  notes  Riley,  "the  Dutch  enjoy 
Continent's  strongest  currency  and  1  ?; 
est  interest  rates — a  rare  combinatii 


•LATEST  READING 
DATA  A.  GARY  SHILLING  &  C 
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IE  GOOD  AND  BAD  NEWS 
iOUT  EXPORTS 

eign  demand  is  likely  to  heat  up  in  '97-but  so  are  price  pressures 

been  in  a  strong  uptrend  in  recent  months,  and  mone- 
tary policy  around  the  world  is  generally  more  accom- 
modating than  it  was  a  year  ago. 

The  U.  S.  export  outlook  is  most  promising  closest  to 
home.  Canada  had  been  struggling  in  the  grip  of  gov- 
ernment efforts  to  rein  in  its  budget  deficit.  But  the 
Bank  of  Canada  has  cut  interest  rates  by  five  per- 
centage points  since  May,  1995,  and  signs  of  stronger 
growth  are  emerging.  To  the  south,  Mexico  continues  to 
recover  from  its  1994  peso  meltdown,  with  third-quar- 
ter gross  domestic  product  rising  7.4%  from  a  year 
ago,  the  strongest  showing  in  more  than  five  years. 

While  the  trade  deficits  with  both  Mexico  and  Cana- 
da— two  of  the  U.  S.'s  biggest  trading  partners — re- 
main large  (page  54),  export  growth  to  each  already  has 
begun  to  accelerate,  with  shipments  to  Mexico  up 
sharply.  In  Latin  America,  Brazil  and  Argentina  are 
emerging  from  their  recessions  caused  by  fallout  from 
Mexico's  crisis.  U.  S.  exports  to  the  region,  excluding 
Mexico,  also  have  picked  up  from  their  1995  pace. 


IW  FOREIGN  TRADE 


S  ROBBED  GROWTH 

F 

GDP  8 

k  GDP  EXCLUDING  |- 

NET EXPORTS  J 

IXM nWil Vil  t kyi  Whatever  happened  to  the  ex- 

yiWftW\/y  port  boom?  Only  a  year  ago, 
-ts  were  bounding  along,  enjoying  double-digit 
th.  Now,  the  pace  has  slumped  to  a  paltry  3%. 
omists  blame  weak  world  growth.  The  National 
nation  of  Manufacturers  puts  the  onus  on  the 
g  dollar.  And  the  White  House  can  only  put  on  a 
;  face  in  front  of  the  latest  grim  data, 
exports  have  slumped  amid  a  continuing  flood  of 
pts,  the  1996  trade  deficit  is  on  track  to  hit  an 
-year  high.  The  widening  gap  has  robbed  nearly  a 
ercentage  point  from  economic  growth  this  year, 
ng  a  big  chunk  in  each  quarter  (chart).  Excluding 
rade  gap,  the  economy's  growth  rate  so  far  this 
would  have  been  3.8%  instead  of  2.9%. 

Global  flows  of  goods,  ser- 
vices, and  capital  are  exerting 
a  larger  impact  on  the  U.  S. 
economy.  This  year,  the  export 
slowdown  has  muted  activity 
in  manufacturing,  as  goods 
producers  now  export  a  record 
22%  of  their  output.  And  the 
dollar's  strength  has  sent  im- 
port prices  down,  taking  pres- 
sure off  inflation.  These  trends 
have  helped  keep  interest 
down  and  the  Federal  Reserve  on  the  sidelines, 
oking  to  1997,  better  world  growth  will  lift  ex- 
,  although  the  strong  dollar  will  skim  off  some  of 
ienefit.  But  imports  are  unlikely  to  slow  much,  as 
demand  and  the  greenback  remain  firm.  In  partic- 
consumer  spending  appears  to  be  on  solid  ground, 
November's  index  of  consumer  confidence  holding  at 
ler's  high  level  of  107.3.  Consumers'  appraisal  of  pre- 
conditions is  the  best  in  seven  years, 
balance,  stronger  foreign  demand  should  halt  the 
;  gap's  deterioration,  but  any  real  improvement 
s  unlikely.  The  good  news  is  that  the  economy 
lot  be  shackled  by  trade's  huge  drag,  as  in  1996. 
downside  could  be  more  pressure  on  U.  S.  prices. 

EXPORT  SLOWDOWN  was  mainly  the  result  of 
nisually  uniform  weakness  in  markets  outside  the 
during  1995  and  1996.  But  signs  of  stronger  for- 
demand  heading  into  1997  already  are  starting 
op  up.  In  particular,  the  National  Association  of 
hasing  Management's  index  of  export  orders  has 
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WHERE  EXPORTS 
HAVE  FALLEN  OFF 


THE  PROBLEM  FOR  U.  S.  EXPORTS  this  year  has 

been  in  the  60%  of  foreign  demand  outside  of  the 
Americas — mainly  Europe,  Japan,  and  the  Pacific  Rim. 
Exports  have  either  stagnated,  as  in  Europe,  or  actu- 
ally declined,  as  in  Japan  and  East  Asia  (table).  How- 
ever, in  1997  those  trends  should  turn  around  as  well. 

Europe  has  been  in  a 
near-recession,  under  the 
weight  of  governments'  at- 
tempts to  cut  social  spend- 
ing in  an  effort  to  forge  a 
single  currency.  However, 
Germany  is  now  recovering 
from  its  mini-recession  at 
the  turn  of  the  year, 
brought  on  by  the  mark's 
strength  in  1995,  which  halt- 
ed the  export-led  recovery 
in  Europe's  lead  economy. 
Britain  may  even  be  too 
strong  for  its  own  good.  It 
is  responding  to  previous 

cuts  in  taxes  and  interest  rates,  as  the  ruling  Conser- 
vative Party  tries  to  enhance  its  election  prospects. 

Japan's  recovery  is  gradual,  but  it  is  clearly  on  track 
and  broadening,  as  the  latest  data  show.  East  Asia, 
where  growth  has  been  slowing,  is  widely  projected  to 
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expand  in  1997,  near  the  7%  pace  expected  for  1996. 

The  disparity  in  economic  growth  between  the  U.  S. 
and  the  rest  of  the  world  in  1996  was  the  chief  reason 
for  the  trade  gap's  widening.  While  foreign  demand 
for  U.  S.  goods  suffered,  the  U.  S.'s  appetite  for  imports 
continued  to  swell.  Imports  had  slowed  sharply  in  1995, 
as  U.  S.  demand  slumped  in  response  to  Fed  rate  hikes. 
But  as  demand  recovered  early  this  year,  so  did  im- 
ports. This  year,  while  export  growth  was  slowing  to 
3.3%,  the  pace  of  imports  picked  up  to  7%. 

THE  U.S.'S  CHRONIC  DEPENDENCY  on  imports  is  the 

main  reason  why  the  1997  trade  deficit  is  unlikely  to 
shrink.  In  the  third  quarter,  the  share  of  domestic  de- 
mand for  nonenergy  goods  siphoned  off  by  imports 
rose  to  a  record  26.7%.  At  the  end  of  the  last  recession 
in  early  1991,  that  share  was  below  19%. 

To  be  sure,  imports  have  become  increasingly  at- 
tractive in  the  past  year,  given  the  broad  strength  in 
the  dollar.  Much  attention  has  been  paid  to  the  U.  S. 
currency's  more  than  30%  appreciation  vs.  the  Japanese 
yen  and  the  dollar's  nearly  10%  gain  vs.  the  German 
mark,  since  the  spring  of  1995. 

However,  the  dollar  also  has  risen  10%  vs.  a  basket 
of  15  currencies  of  countries  with  which  the  U.  S.  does 
business.  The  dollar  should  maintain  its  stronger  level 
into  1997,  as  long  as  the  currency  markets  believe  that 
rate  hikes  are  more  likely  in  the  U.  S.  than  in  the  rest 
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IMPORTS  ARE 
GETTING  CHEAPEF 


of  the  world,  and  as  long  as  U.  S.  growth  prospects 
healthy. 

The  combination  of  a  stronger  dollar  and  weak 
eign  demand  has  had  a  major  influence  on  U.  S.  inf 
this  year — and  by  extension,  on  monetary  policy 
the  financial  markets.  Import  prices  have  been  ft 
for  a  year,  and  since  May,  1995,  the  inflation  rati 
imports  has  declined  from  5.2%  to  -1.6%  in  Oct! 
(chart).  Economists  estimate  that  without  that  J 
core  consumer  inflation,  which  excludes  energy! 
food,  would  have  drifted  up  this  year,  instead  of  d| 

Next  year,  however,  global 
dynamics  will  change.  Excess 
capacity  has  been  a  key  force 
keeping  upward  pressure  off 
goods  prices  this  year.  But  as 
foreign  economies  pick  up,  less 
production  capacity  will  be 
available  around  the  world, 
and  stronger  U.  S.  export 
growth  will  soak  up  some 
U.  S.  output  capacity. 

Moreover,  stronger  growth 
will  eventually  lead  to  rate  hikes  outside  the  U.  S. 
result,  further  gains  in  the  dollar  seem  unlikely, 
eroding  this  year's  inflation-dampening  impact  o: 
dollar's  rise.  So,  in  an  increasingly  global  econ 
what  the  foreign  sector  giveth,  it  can  also  taketh  a| 
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STUMBLING  TOWARD  MAASTRICHT 


After  exiting  in  1992,  Italy  has 
reentered  the  European  ex- 
change rate  mechanism.  The  prob- 
lem in  the  short  run  is  that  the 
high  exchange  rate  assigned  to 
the  lira  may  prevent  exports  from 
rebounding. 

A  year  ago,  Italian 
exports  were  growing 
at  12.4%,  but  with  Eu- 
rope struggling  and 
the  lira  edging  higher, 
exports  are  down  this 
year.  Domestic  de- 
mand, meanwhile,  has 
been  hit  by  the  tight 
fiscal  policies  of  the 
government  of  Prime 
Minister  Romano  Prodi.  The  ex- 
port falloff  and  fiscal  austerity 
have  weakened  the  economy,  with 
real  gross  domestic  product  set  to 
grow  0.8%  this  year. 
The  fiscal  spending  cuts  were 
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initiated  in  order  to  move  Italy 
closer  to  the  Maastricht  target  of 
a  deficit  totaling  3%  of  GDP.  For 
1996,  though,  the  gap  is  likely  to 
come  in  at  7%.  And  even  though 
Rome  imposed  the  unpopular  "eu- 
rotax"  to  raise  5.5 
trillion  lire  ($3.7  bil- 
lion) in  1997,  econo- 
mists expect  the 
deficit  will  still  hit  4% 
if  growth  rebounds. 

That's  a  big  if,  giv- 
en the  exchange  rate 
of  990  lire  to  the  Ger- 
man mark  set  for 
Italy's  erm  entry  on 
Nov.  25.  That's 
stronger  than  the  1000  lire/mark 
rate  hoped  for  by  Italy's  govern- 
ment. The  stronger  lira  will  curb 
exports  and  any  rebound  in  manu- 
facturing. Output  and  orders  are 
down  this  year,  and  unemploy- 


ment remains  high  across  Italy. 

A  stronger  lira,  however,  will 
further  improve  the  inflation  am 
interest-rate  outlooks.  Italy's  tei 
major  cities  reported  that  con- 
sumer prices  increased  only  2.6' 
in  the  year  ended  in  November 
(chart).  That's  down  from  a  na- 
tionwide inflation  rate  of  5.8%  ir 
1995.  Lower  inflation  has  allowe 
the  Bank  of  Italy  to  trim  short- 
term  rates  twice  in  1996,  with  a: 
other  cut  expected  soon.  Long 
rates  are  down  by  two  percenta 
points. 

Lower  rates  will  help  Italy  in 
two  ways.  Because  the  deficit  is 
due  entirely  to  interest  payment 
lower  rates  will  move  Rome  clos 
er  to  meeting  the  3%  deficit  tar- 
get. In  addition,  cheaper  debt  wi 
help  rate-sensitive  sectors  of  do- 
mestic demand,  pumping  interna 
fuel  into  a  sagging  economy. 
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Why  did  one  copier  line 
win  38  awards 
in  the  past  two  years? 

Sell  350,000  units 
in  the  past  five  years? 
And  enjoy  a  sales  increase 
3  times  better  than 
ie  industry  average  in  one  year? 

Why? 

cause  not  all  copiers  are  Minolta. 
Call  1-800-9-MINOLTA 
www.minoltausa.com 


Copiers 
Cameras 
Faxes 
Digital  Systems 
Document  Imaging 
Camcorders 
Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 
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THE  MARKETS 


'WE'RE  ON 

UNCHARTED  GROUND 

Investors  are  pinching  themselves,  and  still  the  Dow  soar 


confident,  with  preliminary  figures  show- 
ing the  University  of  Michigan  index  of 
consumer  sentiment  at  a  10-year  high  in 
November.  And  the  stock  market  is  en- 
thralled by  the  prospect  of  four  more 
years  of  President  Clinton  and  a  Re- 
publican-dominated Congress. 

None  of  the  42  market  seers  sur- 
veyed by  business  week  at  the  close  of 
1995  predicted  anything  like  today's 
market.  The  highest  forecast  for  the 
Dow  was  6300,  made  by  Dain  Bosworth 
Inc.'s  Robert  F.  Dickey.  And  even  he 
admits  that  he  thought  his  forecast  of  a 


In  this  giddy  market,  more  investors  are 
focusing  on  a  new  Nifty  50.  "They're 
saying  if  I  have  to  take  the  risk,  I'll  take 


As  jaws  drop  in  amazement  all 
along  Wall  Street,  the  Dow  Jones 
industrial  average  is  making  a  rip- 
snorting  run  up  the  charts,  gain- 
ing 541  points,  or  almost  9%,  in  just 
one  month.  Is  this  latest  splint  the  bull's 
last  hurrah — or  the  prelude  to  a  pros- 
perous New  Year? 

Not  even  the  best  and  brightest  on 
Wall  Street  predicted  that  the  Dow 
could  move  at  such  an  astonishing  pace. 
In  fact,  coming  off  1995's  33.5%  increase, 
many  strategists  began  the  year  believ- 
ing that  the  Dow  would  gain  just  5%  in 
1996,  well  below  its  historical 
average  of  10%  or  so  a  year.  But 
even  though  interest  rates  are 
higher  today  than  at  the  start 
of  the  year,  which  is  usually  a 
drag  on  the  stock  market,  and 
the  Federal  Reserve  Board  has 
signaled  concern  about  the  stock  , 

market's  relentless  surge,  the  it  With  IBM,    SaVS  One  Strategist 

Dow  in  1996  is  up  27.5%  as  of  

Nov.  26,  to  6528.  Since  the  elec- 
tion on  Nov.  5  alone,  the  market  has 
rocketed  467  points.  "We're  on  unchart- 
ed ground,"  says  Timothy  R.  Stives,  a 
20-year  veteran  who  manages  $700  mil- 
lion in  growth  stock  funds  for  Philadel- 
phia-based CoreStates  Investment  Ad- 
visers Inc.  "Few  people  managing 
money  today  have  ever  lived  through  a 
run  like  this  during  the  latter  stages  of 
a  long  economic  cycle." 
PARTY  TIME.  The  market  is  celebrating 
an  economy  that  seems  to  have  perfect 
pitch.  Inflation,  at  about  3%,  has  been 
lower  for  longer  than  anyone  antici- 
pated, and  economists  increasingly 
believe  that  the  true  level  of  inflation 
is  lower  still.  Fears  that  the  Fed  will 
raise  rates  to  cool  off  an  overheating 
economy  have  dissipated  as  economic 
growth,  measured  by  gross  domestic 
product,  slid  to  an  estimated  2.2% 
in  the  third  quarter  from  4.7%  in 
the  second  quarter.  Consumers  are 


22%  gain  was  a  long  shot.  "Since  m 
the  market  has  been  averaging  179™ 
it  wasn't  totally  out  of  line,"  he  si 
"But  during  the  year,  I  didn't  h  $ 
much  confidence  that  we  were  goin 
go  up  this  far." 

He  wasn't  alone.  Many  of  Dick 
peers  were  far  less  optimistic.  Tom  I 
ner,  Kemper  Financial  Services  Ii 
chief  equity  portfolio  strategist,  thoi 
shrinking  profit  margins  and  rising  ii 
terest  rates  would  put  the  Dow  at 
4750  about  now.  But  profit  mar- 
gins have  remained  healthy, 
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though  a  bit 
smaller,  and  "inflation 
has  been  benign,  so  inter- 
est rates  have  declined,  which 
/es  you  a  natural  expansion  in  the 
-earnings  multiple,"  says  Regner, 
lower  inflation  means  that  investors 
rilling  to  pay  more  for  future  eam- 
"Tlirow  on  record  cash  flows  into 
al  funds,  and  boom — you're  up  28%," 
ys.  Barring  some  sort  of  disaster, 
er  thinks  inflows  into  equity  funds, 
}2.6  billion  for  the  first  10  months  of 
ear,  will  be  even  greater  in  1997  as 
Lors  move  more  funds  out  of  savings 
nto  stocks. 

-HERS.  Fund  managers  are  already 

ogling   to   stay   fully  invested. 

States'  Stives  compares  putting 
inflows  to  work 

iing  a  test  pilot, 
have  to  take  it 

ie  wire,  and  you 
blink,"  he  says. 

lk  of  50  of  us  in 

ition,  all  about  to 

h  into  the  wall  at 

same  time.  We're 

eared  to  death, 

re're  afraid  to  get 

of  the  market." 

js  is  trying  to 

in  some  gains  be- 

yearend  by  trim- 
technology  hold- 

and  buying  utility 


stocks.  "Bull  markets  don't  last 
forever,"  he  says.  "It's  time  for  peo- 
ple to  inject  a  little  rationality  into  all 
this  silliness." 

As  the  market  spirals  to  greater 
heights,  investors  are  lavishing  atten- 
tion on  big  blue-chip  stocks.  The  Dow  is 
up  8.6%  for  the  past  month  and  the 
Standard  &  Poor's  500-stock  index  is  up 
7.8%.  Meanwhile,  the  nasdaq  Combined 
Composite  has  gained  just  4.8%  and  the 
Russell  2000  only  2.4%.  "People  are  say- 
ing that  if  I  have  to  take  the  risk,  I'll 
take  it  with  ibm,"  says  Richard  E. 
Cripps,  market  strategist  at  Legg  Mason 
Wood  Walker  Inc.  in  Baltimore.  "They 
view  it  as  if  those  stocks  will  always 
come  back."  International  investors,  who 
tend  to  prefer  blue-chip  growth  stocks, 
are  helping  generate  "what  looks  and 
smells  like  a  Nifty  50  again,"  says  Reg- 
ner, referring  to  a  group  of  large-cap 
stocks  championed  as  steady  growers 
during  the  late  1960s  and  early  1970s. 


How  Now? 


The  Dow  has  surpassed  even  the  most  bullish 
analysts' predictions  in  1996 
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If  the  Fed  is  nervous  about  the 
Dow's  rapid  ascent,  it  is  publicly  sup- 
portive of  the  market.  Fed  Governor 
Laurence  H.  Meyer  notes  that  today's 
market  "doesn't  have  the  same  kind  of 
feel  as  1987,  when  interest  rates  were 
rising,  yet  the  stock  market  was  soar- 
ing, and  you  said,  'Whoa!  How  long  can 
this  go  on?'"  Noting  the  sharp  decline 
in  interest  rates,  with  the  30-year  Trea- 
sury bond  dropping  75  basis  points  in 
recent  months,  Meyer  says:  "It's  hard  to 
know  exactly  what  fundamental  value 
should  be  . . .  but  lower  interest  rates 
could  buoy  the  market." 
"STRETCHED."  Many  market  pros  expect 
the  benign  interest-rate  environment  to 
continue  into  1997.  "Our  forecast  is  for 
the  Fed  to  be  on  hold,"  says  Lehman 
Brothers  Inc.  chief  investment  strategist 
Jeffrey  M.  Applegate.  If  he's  wrong,  it 
will  be  because  a  weaker  economy 
moves  the  Fed  to  lower  rates,  he  says. 

Would  the  Fed  raise  rates  to  burst  a 
possible  stock  market  bubble?  The  an- 
swer, most  likely,  is  no.  "The  Fed,  while 
watching  everything,  has  generally  been 
motivated  by  the  economy,"  says  John  J. 
White,  director  of  investment  strategy 
for  Interstate/Johnson  Lane  Corp.  in 
Charlotte,  N.C.  "My  guess  is  that  it 
would  take  much  more  speculation  than 
we're  seeing  current- 
ly to  get  the  Fed  to 
do  that." 

Besides,  the  market 
may  take  care  of  the 
excesses  itself.  There's 
still  "post-election  eu- 
phoria," says  Salomon 
Brothers  Inc.'s  chief 
market  strategist, 
David  G.  Shulman.  He 
doesn't  foresee  a  long 
bear  market  but  ex- 
pects 5%  earnings 
growth  and  modestly 
higher  interest  rates 
next  year,  so  he  fig- 
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ures  the  Dow  will  end  1997  at  5750, 
down  13%.  Dickey  also  expects  a  cor- 
rection, predicting  that  the  Dow  will 
shed  20%  in  1997  before  bouncing  back 
by  yearend.  He  says  the  threat  of  high- 
er rates  could  lead  to  a  bigger  drop  than 
people  expect  as  higher  energy  prices 
translate  into  higher  overall  inflation. 

To  gain  insight  into  the  strength  of 
the  economy,  strategists  are  paying  at- 


tention to  consumer  spending.  Retail 
sales  slowed  in  the  third  quarter,  and 
housing  starts  tumbled  in  September 
and  October.  But  consumers  are  confi- 
dent. "We're  dealing  with  a  mentality 
that's  very  bullish,  and  I  don't  see  that 
changing,"  says  Cripps.  "The  market 
is  stretched  in  terms  of  valuation. 
There  is  a  correction  in  there,  but  un- 
less I  predict  higher  interest  rates 


or  inflation,  where  does  it  come 
Over  the  past  few  years,  the 
ing  public's  belief  in  the  Dow's  re: 
cy  has  been  amply  rewarded.  Whi 
market  is  undeniably  due  for  a  bre 
the  fundamentals  remain  strong, 
growling  is  in  order,  but  there's  m 
grown  bear  lurking  around  the  co 
By  Suzanne  Woolley  in  New 
with  Dean  Foust  in  Washington 


LARRY  SAYS  RELAX.  HE  OUGHT  TO  KNOW 


Overextended  consum- 
ers. Slowing  corporate 
profits.  Slumping  home 
sales.  Some  economists  sud- 
denly see  all  sorts  of 
threats  to  a  six-year-old 
expansion  that  until  recent- 
ly was  deemed  rock-solid. 

Not  to  worry,  says  one  of 
the  nation's  premier  econom- 
ic forecasters,  who  now  has 
the  power  to  steer  the  econ- 
omy. "There's  nothing  that 
suggests  to  me  the  potential 
of  a  recession,"  Federal  Re- 
serve Governor  Laurence  H. 
Meyer  told  business  week 
in  a  Nov.  22  interview,  one 
of  the  few  he  has  given 
since  joining  the  central 
bank  in  July. 

Meyer's  views  are  worth 
noting.  As  a  private  fore- 
caster in  St.  Louis,  he 
earned  a  reputation  as  one 
of  the  nation's  shrewdest 
readers  of  economic  tea 
leaves.  And  given  his 
record,  some  Fed  watchers 
predict  that  the  Clinton  ap- 
pointee could  become  a  key 
player  within  the  central 
bank's  policymaking  Federal 
Open  Market  Committee. 
"A  LOT  OF  CUSHION."  For 
now,  Meyer  sees  nothing  on 
the  economic  horizon  that  requires  a 
change  in  the  Fed's  stand-pat  policy. 
With  consumer  confidence  strong, 
long-term  interest  rates  falling,  and 
the  economy  showing  few  imbal- 
ances, the  52-year-old  Bronx  native 
with  a  PhD  in  economics  from  Mass- 
achusetts Institute  of  Technology 
seems  content  with  the  status  quo. 
"We're  beginning  to  see  signs  that 
consumers  are  a  little  stretched  out, 
but  not  enough  to  push  us  into  a 
downturn,"  he  says. 


MEYER  QN  THE  ECONOMY 

SLOWDOWN  Meyer  says  economic  growth  will 
slow  in  coming  quarters  to  less  than  2%,  or  below 
the  pace  of  last  summer.  Even  though  the  hous- 
ing, furniture,  and  auto  sectors  have  been  strong, 
he  thinks  that  big-ticket  purchases  will  decline. 

NO  RECESSION  The  odds  of  recession  are  very 
low.  Recessions  are  caused  by  shocks  to  an  econo- 
my, and  while  Meyer  thinks  the  stock  market  may 
soon  drop,  he  doesn't  think  a  correction  would  be 
enough  to  trigger  a  broader  economic  downturn. 

NO  RATE  CUTS  Meyer  hints  that  even  if  the 
economy  slows,  the  Fed  is  unlikely  to  ease  interest 
rates  as  long  as  labor  markets  are  tight.  He  also 
thinks  inflation  could  tick  up  next  year. 

DATA:  BUSINESS  WEEK 


While  some  Fed  officials  have 
been  nervous  since  spring  about  the 
frothy  stock  market,  Meyer  appears 
calm.  A  sharp  correction  would 
dampen  consumer  spending,  he  says, 
but  it  wouldn't  be  enough  to  push 
the  economy  into  recession.  And 
with  growth  at  a  robust  2%  to  4% 
in  recent  quarters,  he  feels  the 
economy  has  "a  lot  of  cushion"  to 
absorb  any  stock-market  shock. 

For  1997,  Meyer  figures  the  econ- 
omy will  cool  to  under  2%  growth, 


down  from  about  2.7%  thi: 
year.  And  he  says  such  a 
slowdown  isn't  all  bad:  Wit 
the  unemployment  rate  at 
seven-year  low  of  5.2%,  he 
worries  that  wage  pressun 
are  building  enough  to  drh 
up  prices — even  if  the  ecor 
my  cools  next  year. 
GREENSPAN  ALLY?  A  slowil 
economy  could  nullify  the 
need  for  the  Fed  to  raise 
rates.  While  Meyer  won't 
discuss  prospective  Fed  po 
cy,  former  colleagues  at  his 
consulting  firm — now  callec 
Macroeconomic  Advisers — 
say  Meyer's  forecasting  mo 
el  shows  no  need  to  chang€ 
Fed  policy  in  1997.  "It's  ha: 
to  see  the  event  that  wouk 
cause  the  Fed  to  tighten," 
says  ex-partner  Joel 
Prakken. 

Meyer  seems  unlikely  to 
publicly  challenge  Fed  Cha 
man  Alan  Greenspan — as 
had  former  Vice-Chairman 
Alan  S.  Blinder,  another 
Clinton  appointee,  who  quit 
the  Fed  earlier  this  year. 
Indeed,  at  a  critical  fomc 
meeting  on  Sept.  24, 
Greenspan  is  believed  to 
have  counted  on  Meyer — 
whose  model  was  predicting 
a  slowdown — as  an  ally  against 
fomc  hawks  bucking  for  a  rate 
hike.  In  the  past,  Greenspan  has 
privately  joked  that  his  favorite 
Fed  governors  are  those  who  lack 
economics  PhDs — presumably  be- 
cause they  can't  challenge  him  in- 
tellectually. But  if  Meyer's  fore- 
casting remains  as  sharp  as  it  has 
been  in  the  past,  he  may  turn  out 
to  be  one  PhD  Greenspan  will  lean 
to  love. 

By  Dean  Foust  in  Washingtt 


AILING 


S  NOT  SUCH 
WONDERFUL  LIFE 

lilers  are  facing  a  cold  fact:  Christmas  ain't  so  hot 


lis  the  season  to  be  jolly,  unless 
you're  one  of  the  nation's  retail- 
ers, a  group  that  in  recent  years 
racked  up  less  than  glittering 
tmas  sales  numbers.  That  makes  it 
;o  ask:  Is  Christmas  all  it's  cracked 
be?  "Christmas  is  never  great," 
Jay  J.  Meltzer,  managing  director 
:  Redbook  Research,  a  New  York- 
research  firm.  "December  has  con- 
lly  disappointed  people  who  still 
le  old  charts." 

is  season  may  be  no  different. 
•  estimates  range  from  abysmal  to 
acular,  most  industry  experts  fig- 
etail  sales  will  climb  3%  to  6% 

last  year's  catastrophic  levels, 
ks  to  tighter  inventories  and  bet- 
ontrols,  though,  major  retailers 

see  fourth-quarter  profits  climb 
uch  as  20%,  says  Meltzer.  "In  a 
ell,  this  is  going  to  be  an  aver- 
]hristmas,  but  a  relief  from  last 
3  disaster,"  says  Isaac  Lagnado, 
sher  of  Tactical  Retail  Monitor, 
dustry  newsletter. 
;  not  that  people  aren't  spending 
y.  Consumer  debt  has  been  rising 
ily  since  1992,  from  an  average  of 
9  per  U.S.  adult  to  $4,407.  But 

consumers  are  spending  their  cash 
le  kinds  of  gifts 
don't  fit  under  a 
such  as  a  week  in 
un  or  a  facelift  for 
itchen.  Others  are 
ing  the  traditional 
ksgiving-to-Christ- 
Eve  shopping  sea- 

by    stocking  up 
ghout  the  year. 
RIS  AND  SPAS.  Ser- 
may  be  taking 

of  the  wind  out  of 
•etailing  industry's 
"Society    as  a 
s  is  becoming  much 

experientially  ori- 
I  instead  of  materi- 
ally oriented,  and 
i  affecting  retailers 
tristmas,"  says  Carl 
5teidtmann,  chief 
3mist  at  Manage- 

Horizons,  a  retail 
ilting  firm  in 
nbus,  Ohio.  Instead 
•apping  up  dresses, 
os,  and  computers, 


FEW  GLAD  TIDINGS 


consumers  are  spending  their 
cash  on  exotic  vacations  and 
visits  to  spas.  Alice  C.  Boss, 
an  interior  designer  in  Bar- 
rington,  R.  I.,  is  taking  her 
28-year-old  son  on  a  safari 
to  Kenya  for  Christmas.  An- 
other son  is  getting  furni- 
ture. "The  emphasis  is  more 
on  gathering  and  sharing 
with  one  another  than  on 
shopping,"  says  Boss.  "The 
whole  idea  is  the  shared  to- 
getherness." In  a  recent 
Kurt  Salmon  Associates'  poll, 
23%  of  respondents  said  they 
were  taking  more  frequent 
vacations. 

Plenty  of  other  consumers 
are  looking  homeward  for 
gift-giving  inspiration,  but 
they're  not  shopping  in  the 
housewares  department.  In- 
stead, they're  using  their  HO-HO-HUM 
Christmas  budgets  to  pay  for  dough  on  e 
home  makeovers.  "I  bet  3%  ~ 
to  6%  of  America  will  add  a  deck  to 
their  home  in  the  spring,  and  that's  go- 
ing to  be  their  Christmas  present,"  says 
C.  Britt  Beemer,  chairman  of  America's 
Research  Group,  a  consumer  research 
firm  in  Charleston,  S.  C. 
Beemer  says  his  sur- 
veys show  that  more 
people  are  planning 
trips  to  home-improve- 
ment stores  than  any 
other  category.  And  the 
hardware  stores  are  re- 
sponding: For  the  sec- 
ond year  in  a  row,  At- 
lanta-based Home 
Depot  Inc.  released 
newspaper  inserts  tar- 
geting home  upgrades 
in  October  and  No- 
vember to  attract  the 
holiday  consumer. 
"People  are  treating 
themselves  to  a  kitchen 
or  bathroom  upgrade 
during  the  holidays," 
says  Stephen  T.  Timp- 
son,  a  divisional  mer- 
chandising manager  at 
Home  Depot. 

Another  reason 
Christmas  sales  num- 
bers no  longer  seem  to 


i  More  people  are  spending  holiday 
rotic  trips  and  home  improvements 

meet  expectations  may  be  a  change  in 
the  shopping  season.  Many  consumers 
now  start  their  Christmas  shopping 
sprees  well  before  Thanksgiving.  Stan- 
ton Bluestone,  ceo  of  Carson  Pirie 
Scott  &  Co.,  says  that  during  the  Mil- 
waukee-based department-store  chain's 
annual  October  sale,  many  shoppers 
said  they  were  stocking  up  on  Christ- 
mas gifts.  Others  have  been  trained  to 
wait  it  out  until  the  last  week  in  De- 
cember, when  retailers  slash  prices  to 
unload  holiday  merchandise.  Talbots 
Inc.,  a  Hingham  (Mass.)-based  women's 
specialty  retailer  that  depends  less  on 
Christmas  than  most  retailers,  says  it 
has  noticed  a  general  trend  away  from 
big  peaks  such  as  Mother's  Day  and 
back-to-school  days.  "These  kinds  of 
psychological  landmarks  are  shifting," 
says  a  spokeswoman. 

Still,  experts  point  out  that  Christmas 
continues  to  be  the  bedrock  season  for 
retailers,  providing  roughly  a  quarter 
of  the  year's  sales.  "Until  we  get  July  4 
to  be  a  major  gift-giving  holiday,  Christ- 
mas is  it,"  says  Irwin  B.  Cohen,  a  part- 
ner at  Deloitte  &  Touche.  Time.  But  re- 
tailers may  have  to  get  used  to  sharing 
the  Christmas  cheer  with  a  whole  new 
host  of  purveyors. 

By  Lori  Bongiorno,  with 
bureau  reports 


News:  Analysis  &  Commentary 


J 


AUTOS 


AN  ELECTRIC  CAR 
PROPELLED  BY  STAR  POWER? 

Even  with  Hollywood  hype,  GM's  EV1  will  be  a  tough  sell 


Someday,  regular  folks  might  pay  ex- 
tra for  electric  cars  because  they're 
good  for  the  environment.  But  Gen- 
eral Motors  Corp.  isn't  waiting  for  that 
day  to  arrive.  Instead,  gm  is  going  Hol- 
lywood as  it  launches  the  auto  industry's 
first  new-from-the-ground-up  electric  car 
in  decades.  The  carmaker  has  lined  up 
Jay  Leno  to  be  one  of  the  first  to  drive 
the  evi  off  the  lot.  And  gm  is  plugging 
into  the  glitzy  premiere  of  Sylvester  Stal- 
lone's new  disaster  flick.  Daylight:  A  pa- 
rade of  celebrities  will  arrive  in  the  pep- 
py two-seater  at  Mann's  Chinese  Theater 
for  the  movie's  opening  on  Dec.  5,  the 
day  the  EVl  goes  on  sale. 

Making  the  gm  evi  a  runaway  hit  will 
take  more  than  Stallone.  While  the  car  is 
a  technological  marvel,  its  basic  specifi- 
cations make  it  a  tough  sell.  It's  smaller 
than  your  average  econobox.  It  goes  only 
70  to  90  miles  before  requiring  3  to  12 
hours  of  recharging.  And  its  lease  price 
and  charger  rental  together  run  $530  to 
$690  a  month,  making  it  more  expensive 
than  a  Lexus  ES300. 
PANACHE  PUSH.  GM  has  turned  to  its 
marketing  powerhouse,  Saturn  Corp.,  to 
make  evi  go.  Saturn's  first  move  was  to 
make  the  car  available  only  for  lease, 
which  means  gm — not  the  customer — 
will  worry  about  resale  value,  battery 
replacement,  and  calculating  the  compli- 


cated formula  of  federal,  state,  and  local 
subsidies  available  for  owners  of  electric 
vehicles.  For  now,  gm  is  only  offering 
evi  in  Los  Angeles,  San  Diego,  Phoenix, 
and  Tucson.  Other  warm-weather  states 
may  follow,  but  the  rest  of  the  countiy 


RECHARGE  TIME  3  hours  or  12 
hours,  depending  on  the  type  of 
charger 

MILEAGE  BETWEEN  CHARGES 

70  miles  in  the  city,  90  on  the 
highway 

ACCELERATION  0  to  60  mph  in 

about  9  seconds 

TOP  SPEED  80  mph 

BATTERY  TYPE  Valve-regulated, 
lead-acid 

SEATS  Two 

LEASE  PRICE  $480  to  $640  per 
month 

DATA:  COMPANY  REPORTS 


JUICE  'ER  UP:  The  EVI 's  special 
charger  costs  $50  a  month  to  rentU 

has  to  wait  for  a  battery  that  peri  j 
better  in  the  cold. 

Saturn  plans  to  lure  consumer1 
pushing  panache  over  practicality  wi  I 
A-list  of  rich  and  famous  evi  owl 
Already  gm  says  it  has  250  "very  se 
prospects."  Many,  such  as  Walt  D^ 
Co.  Chairman  Michael  D.  Eisner 
among  L.  A.'s  power  elite.  "The  ent 
asm  of  the  initial  customers  will  ma 
break  this  car,"  says  Joseph  J.  Ken 
Saturn's  vice-president  for  sales,  sei] 
and  marketing. 

'TINY  START."  To  help  keep  custoj 
happy,  Saturn  will  sell  the  cars  tli 
"evi  specialists,"  who  will  drive  th{ 
hide  to  a  prospect's  home  and  sper 
to  12  hours  explaining  its  benefits 
drawbacks.  That  lengthy  process 
gm  to  screen  customers  to  avoid 
ing  a  bad  connection.  "We  don't 
anyine  waking  up  in  the  morning 
gretting  getting  an  EVI,"  says  John| 
Campbell  III,  who  owns  three  Sa 
dealerships  in  Orange  County,  Calif] 
But  will  this  costly  and  star-stuJ 
strategy  pay  off?  Not  anytime  soon 
knowledges  gm  Chairman  John  F.  Si 
Jr.  gm  invested  $350  million  and  six  j[ 
in  developing  the  car.  The  goal, 
Smith,  is  to  build  a  market  that  miglj 
profitable  sometime  in  the  next  ca 
ry.  gm  also  hopes  evi  proves  it  haj 
environmental  conscience  and  is  si 
technology  leader.  "This  is  just  a 
start  in  a  new  niche,"  says  Smith. 

Indeed,  GM  is  expected  to  sell 
2,000  to  2,500  EVis  a  year.  Ford  M  » 
Co.  sells  that  many  Taurus  family  se 
in  two  days.  Still,  industry  analysts 
gm  for  making  the  effort,  particular! 
ter  California  eased  its  mandate 
would  have  required  all  auto  makei 
have  electric  vehicles  constitute  2' 
their  sales  by  1998. 

Other  carmakers  will  soon  be  h 
ing  in  on  gm's  new  turf.  Next  spi 
Honda  Motor  Co.  will  launch  a  four- 
senger  electric  car,  powered  by  advai 
nickel-metal-hydride  batteries  that  1 
a  driving  range  of  125  miles,  easily  I 
ing  evi's  lead-acid  batteries.  But 
Honda's  advanced  battery  costs  $3 

tn  $40.0(10  pel-  ear,  it  only  expects  to 

300  electric  cars  in  the  next  three  y( 
gm  can  only  ride  on  the  publicity  v 
of  Hollywood's  big  shots  for  so  long, 
the  end,  we  need  regular  folks  to 
this  car,"  admits  Saturn  dealer  Ca 
beD.  That  will  be  the  real  test  of  whe 
the  evi  is  the  little  car  that  could  cr 
a  market  for  electric  vehicles. 

By  Keith  Naughton  in  De\ 
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COMMENTARY 


By  Bill  Vlasic 


HOW  TO  DEFLATE  THE  AIR-BAG  CRISIS 


When  it  comes  to  the  problem  of 
air-bag  fatalities,  there's  plen- 
ty of  blame  to  go  around: 
uto  makers,  federal  regulators,  and 
insumer  groups  all  share  responsi- 
lity  for  failing  to  react  to  the  grue- 
*me  reality  that,  under  some  tragic 
rcumstances,  air  bags  can  kill  hi- 
nts, children,  and  small  adults. 
But  the  fingerpointing  should  stop 
>w.  With  at  least  51  deaths  since 
191  attributed  to  air  bags  by  the 
ational  Highway  Traffic  Safety  Ad- 
inistration,  there's  no  point  in  de- 
iting  whether  the  Big  Three  should 
ive  built  better  bags  or  govern- 
ent  experts  should  have  revised 


back  on  the  explosive  power  of  the 
air  bags  they  install  as  quickly  as  is 
practical.  Even  the  most  virulent  in- 
dustry critics  agree  with  carmakers 
that  reducing  the  inflation  speed  of 
air  bags  by  up  to  35%  could  prevent 
injuries  and  deaths.  Current  air  bags 
were  designed  at  a  time  when  only 
about  15%  of  car  occupants  wore 
seat  belts,  so  faster-opening  bags 
were  needed  to  save  lives.  Today, 
nearly  70%  of  adults  wear  belts,  so 
it's  far  safer  now  to  make  bags  that 
deploy  a  bit  more  slowly — and  thus 
are  less  hazardous  to  kids  and  small 
adults.  The  only  argument  should  be 
over  exactly  how  much  to  cut  back. 


complain  that  regulators  don't  define 
what  technology  is  "smart"  or  under- 
stand the  expense  and  time  involved 
in  developing  all-new  air  bags  in 
such  a  short  time.  But  that  argument 
won't  wash  completely.  The  Big 
Three  and  their  suppliers  are  already 
working  on  smarter  air  bags  that  use 
sensors  to  determine  the  size  and  po- 
sition of  a  passenger,  as  well  as  bags 
that  inflate  in  stages,  depending  on 
the  severity  of  a  crash. 

The  problem  is  that  current  re- 
search, for  the  most  part,  is  diffused 
and  proprietary.  "The  reality  is,  this 
work  is  being  done  on  a  parallel  ba- 
sis," says  Randy  Edwards,  Chrysler 


CRASH-TEST  DUMMIES 

With  70%  of  adults  now 


ieir  regulations  years  ago.  Listen  to 
obert  Sanders  of  Baltimore,  whose 
year-old  daughter,  Alison,  was 
lied  by  an  air  bag  on  Oct.  15,  1995. 
e  views  the  proposed  air-bag 
langes  announced  on  Nov.  22  as  a 
^sperately  needed  new  beginning. 
This  is  a  bona  fide  crisis  that  can't 
3  on  any  longer,"  Sanders  says. 
FES  avers,  nhtsa  statistics  also 
low  that  air  bags  have  saved  1,500 
ves  since  the  late  1980s,  when  they 
rst  came  into  use.  So,  in  improving 
r  bags,  let's  not  roll  back  the 
rogress  we've  already  made.  Most 
7  the  rules  proposed  by  regulators — 
hich  include  everything  from  let- 
ng  people  shut  off  their  bags  to 
>rcing  carmakers  to  come  up  with  a 
igher-tech  device — will  be  reviewed 
ver  the  next  few  weeks.  Making  the 
ght  choices  is  crucial  if  air  bags  are 
)  be  safer  for  everyone,  children 
nd  adults  alike. 

First  off,  let's  let  auto  makers  cut 


"Above  all,  our  goal  is  to  do  no 
harm,"  says  Helen  Petrauskas,  Ford 
Motor  Co.'s  vice-president  for  envi- 
ronmental and  safety  engineering. 

In  the  meantime,  we  need  a  na- 
tional push  to  persuade  even  more 
people  to  use  their  seat  belts  and 
take  other  rudimentary  safety  mea- 
sures, nhtsa  has  taken  a  good  first 
step  by  requiring  that,  within  three 
months,  all  vehicles  be  equipped  with 
brightly  colored  labels  warning  about 
the  dangers  of  air  bags.  By  doing 
that,  the  agency  has  finally  spelled 
out  to  consumers  that  children 
should  not  ride  in  the  front  passen- 
ger seat  of  cars  with  air  bags.  Now, 
we  need  an  intensive  public  educa- 
tion effort  to  get  more  kids  to  buckle 
up — and  shame  their  parents  into  do- 
ing the  same. 

nhtsa  is  right  to  force  auto  mak- 
ers to  come  up  with  "smart"  air  bags 
for  new  cars  and  trucks  sold  in  1998. 
Predictably,  the  naysayers  in  Detroit 


belting  up,  it's  safe  to 
build  air  bags  that  pack 
less  explosive  force 


Corp.'s  manager  of  vehicle 
safety  and  emissions.  "Each 
one  of  these  companies  is 
going  to  save  the  best 
ideas  for  themselves."  In- 
stead, President  Clinton 
should  prevail  upon  the  Big 
Three  to  work  together — as 
they  are  doing  already,  un- 
I  der  government  auspices, 
to  build  new,  super-fuel-efficient  ve- 
hicles. Designing  a  safer  air  bag 
seems  no  less  important. 

One  idea  being  widely  talked 
about  in  the  current  frenzied  atmo- 
sphere, however,  should  be  avoided — 
at  least  for  now.  Letting  consumers 
shut  off  or  deactivate  air  bags  would 
be  a  dangerous  precedent.  "To  turn 
matters  of  this  magnitude  over  to  in- 
dividuals in  the  midst  of  all  this  mis- 
information is  a  mistake,"  argues 
Ralph  Hoar,  an  auto-safety  consul- 
tant in  Arlington,  Va.  If  nhtsa  truly 
believes  drivers  should  have  a  choice, 
then  give  it  to  them  only  after  an  in- 
tensive educational  process  about  the 
benefits  of  air  bags  to  properly  seat- 
ed and  seat-belted  occupants. 

The  history  of  the  air  bag  is  stud- 
ded with  missteps.  Let's  not  add  to 
that  sorry  legacy. 


Vlasic  tracks  the  auto  industry 
from  Detroit. 
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REGULATORS 


KESSLER  IS  LEAVING, 
HIS  CRUSADES  AREN'T 

Why  FDA  reform  and  the  assault  on  tobacco  will  go  forward 


T 


Irust  David  A.  Kessler  to  do  the 
unexpected.  When  the  super- 
achieving  physician-lawyer  became 
commissioner  of  the  Food  &  Ding  Ad- 
ministration in  1991,  American  compa- 
nies scoffed  at  his  bold  vow  to  revi- 
talize the  agency.  But  that  was  before 
he  seized  shipments  of  concentrated 
orange  juice  labeled  by 
Procter  &  Gamble  Co.  as 
"Fresh  Choice."  Later,  he 
surprised  by  delivering  on 
promises  to  speed  up  drug 
approval  time  and  cut  red 
tape  at  the  fda.  Then  in 
1994,  he  led  the  first  full- 
scale  federal  assault  on  Big 
Tobacco.  Despite  White 
House  fretting  about  the 
politics  of  the  move,  the 
plan  became  so  popular  that 
President  Clinton  cam- 
paigned on  it. 

Now,  Kessler  has  sur- 
prised Washington  again  by 
resigning  his  post,  even 
while  such  controversies  as 
tobacco  regulation  and  fda 
reform  continue  to  rage. 
Friends  and  foes  alike  were 
caught  off  guard  by  his 
Nov.  25  announcement.  "I 
never  thought  Kessler,  with 
the  biggest  ego  in  town, 


will  make  a  ruling  on  the  industry's 
petition  to  keep  the  fda  rules  from  go- 
ing into  effect,  perhaps  as  early  as 
March.  Concurrently,  Big  Tobacco  and 
Congress  are  slowly  gravitating  toward 
a  brokered  deal.  Although  two  at- 
tempts at  a  pact  have  flopped,  if  Judge 
Osteen  rules  against  tobacco,  there 


1  Ktchta 

m 

SHOCKER 
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would  ever  willingly  leave," 

says  ^LL^JtS^  exit  mav  make  tobacc 


a 


W 


s  \  i  P. 


Hutt,  a  prominent  Washing 
ton  lawyer  specializing  in 
food  and  drug  cases. 
BROKERING  A  DEAL.  Kessler 
may  be  on  his  way  out,  but 
the  issues  he  has  champi- 
oned likely  will  play  out  much  as  he 
planned.  Take  tobacco.  The  fda  fin- 
ished the  hard  part  of  its  efforts  to 
increase  regulation  of  the  tobacco  in- 
dustry when  it  issued  final  rules  in 
August  that  put  tough  curbs  on  tobac- 
co advertising  andon  children's  access 
to  tobacco  products.  "Once  it's  a 
final  rule,  it's  done,"  explains  Kessler. 
"The  courts  or  Congress  would  have  to 
undo  it." 

Indeed,  the  action  has  moved  to 
U.  S.  District  Court  in  North  Caroli- 
na. There,  Judge  William  L.  Osteen 


ef  s  unexpected 
egislation  easier. 
)le  hated  him  so  much,  they 
;  down  and  negotiate" 


"will  be  a  tremendous  incentive  for  in- 
dustry to  come  to  the  table,"  predicts 
one  Administration  official. 

Kessler  says  he  long  ago  figured  that 
tobacco  companies  would  sincerely  ne- 
gotiate with  legislators  only  if  they  be- 
gan to  take  his  regulatory  threats  se- 
riously enough.  Meanwhile,  the  FDA 
commissioner's  resignation  could  "make 
legislation  easier,"  says  one  top  fda  of- 
ficial. "Some  people  hated  him  so  much, 
they  wouldn't  sit  down  and  negotiate." 

Similarly,  Kessler's  departure  won't 
derail  progress  on  fda  reform,  experts 


predict.  "I  would  have  preferred  hi 
he  stay,"  says  Representative  J;jjj 
C.  Greenwood  (R-Pa.),  the  lead 
the  gop's  fda  task  force.  "But  I  (j 
reform  will  happen  anyway."  Afte 
by  the  end  of  the  last  congress 
session,  Republicans  and  Demo 
were  working  on  proposals  to  str 
line  the  product-approval  processl 
to  slightly  relax  prohibitions  on  se: 
out  data  on  new  uses  for  alread 
proved  drugs.  "We  came  close  id 
last  session,"  says  Amgen  Inc.  ceo 
don  M.  Binder.  "We're  confident 
new  Congress  will  finish  the  job." 
"TIME  TO  LEAVE."  Kessler's  depar 
was  such  a  surprise  that  Heal 
Human  Services  Secretary  Donn 
Shalala  has  just  beg] 
search  for  his  succeB 
Among  the  possibilHp 
are  two  deputy  comH 
sioners    at    the  Bf 
Michael  A.  FriedmanBr 
William  B.  Schultz.  I 
smart  money,  howefc 
remains  on  an  outsidM 
As  for  Kessler,  he'«e 
parting,  friends  say,H 
cause  he  and  his  fafl| 
are  weary  of  the  att;te 
he  has  had  to  end! 
But  Kessler  says  he  r 
sees  his  ambitious  aj 
da  as  completed, 
bet'fing  up  fda  enfo 
ment  to  cutting  drug 
proval  times.  "There 
time  when  you've  d 
what  you  set  out  tc 
and  it's  time  to  lea 
he  says.  Beyond  that 
has    made    no  ful 
plans:  "You  are  so 
cused  on  these  jobs, 
can't  focus  on  what 
want  to  do  next." 

Whoever  the  Admi 
tration  taps  for  the 
will  catch  a  mild  bri 
in  the  Republican  C 
gress,  which  is  full 
FDA-bashers.  The  new  chair  of  the 
Senate  committee  that  oversees  ( 
firmation  is  expected  to  be  coui 
moderate  James  M.  Jeffords  (R- 
Under  Jeffords,  "that  committee  wc 
be  more  receptive  than  any  ot 
to  a  liberal  activist  candidate," 
Hutt. 

Washington  won't  soon  forget  Dai 
Kessler.  But  even  under  his  succes 
the  fda  will  probably  remain 
agency  everyone  loves  to  hate. 

By  John  Caret/  in  Washington,  it 
Mike  France  in  New  York 
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LAWSON 

Software 


rhe  good  news  about  our  Web-deployable 
)usiness  management  software  is,  you  can 
nstantly  set  up  an  office  anywhere. 


rhe  bad  news  is,  we  mean  anywhere.) 


Suddenly,  no  potential  business  site 


is  too  remote,  no  expansion  plan  too  ambitious. 


By  offering  instantaneous  and  universal  access  to  critical 


financial  information  from  virtually  anywhere,  LAWSON  INSIGHT 


Business  Management  System  enables  people  to  work  faster  and  smarter  no  matter 


where  they  are.  And  new  sites  can  be  hooked  up  in  minutes  (as  opposed  to  months  or  even  years). 


Fact  is,  our  financials,  human  resources,  procurement  and  supply  chain  process  suites  can  help  your  business 


grow — at  a  fraction  of  the  cost  of  expanding  your  current  network.  LAWSON  INSIGHT.  Bt  <  ause  the  future  cunt  u  ait. 


Visit  us  at  www.lawson.com/insight  or  call  1-800-477-1357. 


News:  Analysis  &  Commentary 


LAWSUITS 


SEXUAL  HARASSMENT 
AT  McKINSEY? 

The  firm's  first  sex-discrimination  case  heads  for  a  Texas  court 


To  Suzanne  Porter,  joining  MeKin- 
sey  &  Co.  as  a  freshly  minted  mba 
was  the  start  of  a  dream  career. 
She  had  eagerly  sought  out  the  elite 
consulting  operation,  which  dangles 
high  starting  salaries  in  front  of  new 
mbas.  But  a  decade  later,  Porter  says 
she  can't  find  herself  a  permanent  po- 
sition as  a  result  of  an  ugly  dispute 
with  the  white-shoe  firm. 

Through  seven  years  as  a  McKinsey 
consultant  in  Texas,  Porter  claims  she 
often  faced  blatant  sexual  harassment 
from  several  of  the  firm's  partners.  De- 
spite what  she  calls  "outstanding"  per- 
formance reviews,  her  supervisors  de- 
clined to  nominate  her  for  partner.  Like 
all  associates  who  don't  make  the  cut, 
she  was  forced  out  of  the  firm 
nine  months  later.  But  in  the 
interim,  in  early  1993,  she  filed 
a  sexual-discrimination  com- 
plaint with  the  Equal  Employ- 
ment Opportunity  Commission. 
Porter  alleges  that  McKinsey 
then  retaliated  by  persuading 
at  least  two  potential  employ- 
ers not  to  hire  her,  and  in 

1994,  she  filed  suit.  In  August, 

1995,  McKinsey  fired  her  hus- 
band, B.  G.  Porter,  also  a  con- 
sultant at  the  firm,  two  weeks 
after  he  gave  a  deposition  in 
support  of  her  claims  in  the 
lawsuit. 

McKinsey  declined  to  be  in- 
terviewed for  this  story  but 
submitted  elaborate  documen- 
tation, complete  with  charts 
and  graphs,  in  an  effort  to  dis- 
prove Porter's  allegations, 
which  it  maintains  are  un- 
founded. The  firm  says  she 
was  fired  because  she  had  dif- 
ficulty working  with  others,  re- 
quired a  high  degree  of  super- 
vision, lacked  analytical  rigor, 
and  reached  conclusions  with 
insufficient  data.  McKinsey 
says  it  fired  her  husband,  who 
is  also  suing,  because  he  had 
"secretly  recorded  numerous 
telephone  conversations  with 
various  potential  witnesses"  in 
his  wife's  case. 

For  the  tony  consulting 


firm,  whose  alums  include  the  chief- 
tains of  such  corporate  heavyweights  as 
American  Express,  IBM,  and  Westing- 
house  Electric,  the  litigation  is  a  nasty 
scandal  it  had  hoped  to  keep  hidden 
from  public  view.  McKinsey's  lawyers, 
for  example,  have  gained  a  protective 
order  to  keep  many  of  the  documents 
secret.  The  suit,  ex- 
pected to  go  to  trial  the  PORTERS 
early  next  year  in  a 

Daifas  district  court,  Suzanne  got  stellar 

represents  the  first  reVieWS-and  the  2IX. 
time  the  publicity- 

shy  firm  has  ever  B.(j.  Was  tired  SOOn 

been  involved  in  after  he  supported 

anything  resembling  . 
a  public  brawl.  her  laWSUlt 


Indeed,  unlike  many  blue-chi 
firms  that  were  hit  with  majo 
crimination  lawsuits  a  few  yean 
most  of  the  prestige  consulting 
have  been  relatively  untarnishej 
claims  of  sexual  discrimination  a 
rassment.  Booz,  Allen  &  Hamiltor! 
currently  has  two  sexual-discrimi™ 
complaints  pending  against  it  bl 
the  eeoc,  which  it  says  are  grouwB 
Booz  says  5%  of  its  partnersB 
women  today,  up  from  3%  in  I 
McKinsey  says  6.6%  of  its  partne rfl 
women.  Some  28%  of  Booz's  assocB 
are  women,  compared  with  19« 
McKinsey. 

After  joining  the  Dallas  offifl 
1986,  Porter  says  she  routinely  m 
herself  assigned  to  such  cfl 
as  children's  hospitals,  nuB 
homes,  retailers,  and  je\a 
companies,  while  her  I 
counterparts  got  experil 
working  for  major  clienl 
the  energy  and  techncl 
fields.  McKinsey  calls  I 
claim  "completely  bogus.'! 
though  she  says  she  expr<|| 
concern  over  those  ,bf 
Porter  says  she  was  assl 
by  McKinsey  that  she  ws| 
track  to  become  a  partner.Bj 
also  says  she  received  fiv»| 
nual  bonuses  for  "outstanc| 
performance — the  highesta 
el  possible.  By  the  time  A 
left,  Porter  had  advancejl 
senior  engagement  mamjf) 
the  highest  rank  below  \i 
ner.  McKinsey  doesn't  (| 
giving  Porter  the  promote 
or  bonuses  but  says  her  I 
formance  and  her  total  <I 
pensation  were  below  thi 
her  peers. 

"WOLVES."  Through  it 
Porter  claims  she  had  to 
with  frequent  sexual  adva 
at  the  firm.  One  partner, 
alleges,  told  her  that  it  i 
him  an  orgasm  to  hug  her 
an  assignment  in  Japan,  Pc 
charges,  a  married  par 
made  sexual  advances  to 
during  a  business  meetin 
his  hotel  room,  even  hiding 
keys  to  her  own  room  to 
suade  her  to  stay  with 
Porter  says  she  did  not  ( 
plain  for  fear  of  retaliation 
you  talk  to  your  parti 
about  it,  you  feed  yoursel 
the  wolves."  McKinsey  saj 
later  investigated  the  inci< 
and  concluded  it  never  1 
pened.  Those  allegations 
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start  with  a  clean  sheet  of  paper  when  you  can  have  what  Automobile  Magazine  called  "The  best  car 
in  America"*  as  your  inspiration.  That's  why  the  design  of  the  all-new  Toyota  Camry  was  dedicated  to 
y  simple  proposition.  In  a  car,  performance  is  the  greatest  luxury  of  all.  No  amount  of  leather  and 
trim  can  compensate  for  too  little  power  or  poor  handling.  Which  is  why  the  new  Camry  offers  a 
:e  of  more  powerful  engines.  And  why  a  refined  suspension  package,  strengthened  chassis,  available 
ion  control  and  standard  Anti-lock  Brake  System**  are  all  designed  as  part  of  a  single  unit  intended  to 
aize  driver  input  and  control.  Camry's  chassis  and  suspension  refinements  also  make  it  one  of  the  most 
ortable  cars  in  the  fast  —  or  any  other  —  lane.       ^/C  NE\N  (^////ty  Better  Than  Ever. 


® TOYOTA 


I  love  what  you  do  for  me 


-800-GO-TOYOTA  or  visit  our  website  at:  http://vww.toyota.com  for  a  brochure,  video  or  full-line  CD-ROM  plus  the  location  of  your  nearest  dealer.  "Camry  XLE  V6  Automobile 
Magazine.  March  1993  Most  Camrvs  are  built  in  America  "Standard  eauiDment  on  all  Camrv  models  exceDt  CE  4-cvl.  ©1996  Tovota  Motor  Sales  U  S  A  .  Inc  Buckle  Ud1  Do  it  for  those  who  love  vou 


News:  Analysis  &  Commentary 


not  a  part  of  Porter's  suit  against  Mc- 
Kinsey  because  she  failed  to  include 
them  in  her  eeoc  complaint.  That  dis- 
qualified them  from  the  ongoing  litiga- 
tion, the  Dallas  judge  ruled. 

By  mid-1992,  Porter  was  told  by 
partner  Tom  Tinsley  that  the  Texas 
partners  would  not  support  her  elec- 
tion to  partnership.  He  cited,  she  says, 
her  lack  of  "core  client  experience"  and 


the  fact  that  her  husband,  then  a  Mc- 
Kinsey  analyst,  was  about  to  move  to 
Boston  to  attend  Harvard  business 
school.  "Once  you  got  married,"  Porter 
says,  "the  partners  believed  your  oblig- 
ation was  to  be  with  your  husband  and 
to  have  children."  McKinsey  says 
Porter  was  not  qualified  for  election  to 
partnership. 

After  she  tiled  her  eeoc  claim  in  ear- 


ly 1993,  Porter  alleges  that  McKi 
bad-mouthed  her  to  potential  em] 
ers,  including  Goldman,  Sachs  & 
which  failed  to  offer  her  a  job.  1 
she  wants  vindication  for  herself 
her  husband  in  court.  No  matter 
wins  this  legal  battle,  there's  bour 
be  plenty  of  mud  spattered  on  Mc 
sey's  white  shoes. 

By  John  A.  Byrne  in  New 


ACCOUNTING 


IF  YOU'RE  THINKING  SPIN-OFF, 
YOU'D  BETTER  GET  MOVING 

Budget-cutters  in  Congress  could  soon  ax  a  key  tax  break 

When  Rockwell  International 
Corp.'s  shareholders  vote 
Dec.  4  on  a  $3.2  billion  deal 
with  Boeing  Co.,  they  may  be 
getting  in  just  under  the  wire. 
That's  because  Boeing's  stock 
purchase  of  Rockwell's  defense 
and  aerospace  businesses,  and 
the  even  larger  spin-off  to 
shareholders  of  Boeing's  $10.4 
billion  commercial-electronics 
business,   will   be  accom- 
plished without  anyone's 
paying  a  penny  in  taxes. 

Next  year,  companies 
and  shareholders  may  not 
be  so  lucky.  The  Clinton  Ad- 
ministration is  expected  to 
resurrect  a  year-old  group  of 
"Wall  Street"  reforms  that  would  «H 
gut  the  tax  break  for  merger-re-  V 
lated  spin-offs,  a  proposal  the  Re- 
publican  Congress  nixed  last  year. 
But  in  the  scramble  for  revenue  to  bal- 
ance the  budget  and  pay  for  middle- 
class  and  investor  tax  cuts,  even  cop 
aides  on  Capitol  Hill  now  are  poring 
over  the  fine  print  of  the  corporate  loop- 
holes. "I  wouldn't  rule  any  of  those 
things  off  the  table,"  said  Kenneth  J. 
Kies,  the  Joint  Committee  of  Taxation's 
chief  of  staff,  at  a  Nov.  25  press  briefing. 
Adds  Gary  J.  Gasper,  vice-chairman  of 
the  American  Bar  Assn.'s  tax  policy 
committee:  "There  will  be  a  need  to 
look  at  other  revenue  sources." 
ALARM  BELLS.  Deals  like  the  one  be- 
tween Rockwell  and  Boeing  make  a 
tempting  tax  target.  Boeing  wanted  to 
buy  only  Rockwell's  defense  and  aero- 
space businesses,  so  it  insisted  that  the 
company  spin  off  its  commercial  busi- 
nesses to  shareholders.  And  under  cur- 
rent law,  when  a  target  is  forced  by  a 
buyer  to  dump  assets,  it  doesn't  owe 


BENEFICIARIES 

Viacom  and  others  have  deftly 
exploited  the  loophole.  But  would 
change  be  good  for  the  economy? 

taxes  as  long  as  it  distributes  the  assets 
to  current  investors.  They  pay  taxes 
only  when  they  sell  the  stock. 

The  technique  is  becoming  increas- 
ingly popular.  W.  R.  Grace  &  Co.  used  it, 
for  instance,  when  it  created  new  stock 
for  its  packaging  and  specialty-chemi- 
cal businesses  before  merging  its  Na- 
tional Medical  Care  Inc.  unit  with  Fre- 
senius  in  September.  And  Ralcorp 
Holdings  Inc.  is  doing  the  same  tiling  in 
a  pending  deal  that  includes  a  $570  mil- 
lion merger  of  its  brand-name  cereals 
and  snacks  with  General  Mills  Inc.  and  a 
spin-off  to  shareholders  of  its  baby-food 


and  private-label  snacks  busir 
Uncle  Sam,  however,  fears  the  w 
trend  is  getting  out  of  control.  VM 
Viacom  Inc.  sold  its  cable-TV  propefc 
to  Tele-Communications  Inc.  in  al 
billion  deal  that  closed  on  July  30,  am 
bells  went  off  because  Viacom  sam 
hundreds  of  millions  in  taxes  by  put™ 
the  cable  assets  in  a  spun-off  unit  I 
tci  took  control  of.  The  Internal  A 
enue  Service  0.  K.'ed  the  moveB 
later  said  it  wouldn't  approve  I 
more  such  deals.  The  AdminiM 
tion  plan  would  put  a  stop  to  M 
transactions  for  good  by  tarn 
them  like  other  disposition* 
assets. 

GAINING  FOCUS.  That  pros* 
may  be  driving  some  compal 
to  hurry  up  their  deal-makl 
Jonathan  S.  Brenner,  direl 
of  tax  consulting  for  Cooi| 
&  Lybrand,  says  he  wal 
clients  to  "get  these  di| 
H|  done.  You  may  not  be  ;l 
Bf  to  do  them  in  the  futu:? 
W  For  instance,  as  part  ol 
*  merger  Raytheon  Co.  may  :i) 
off  its  $3  billion  engineering  tl 
construction  unit  by  yearend,  | 
^    alysts  say. 
-\        K.\ :•■•!•!  -  say  that  taxing  s 
'  spin-offs  would  be  a  mistake,  at 
ing  that  it  would  put  an  end  to 
efficient  way  for  companies  to  gain  ft> 
"I  don't  think  it's  good  fcr  the  econom 
people  feel  locked  into  businesses  t 
don't  fundamentally  want,"  Brenner  s; 
But  the  measure  may  pass  nonethel 
largely  because  the  joint  tax  commit 
estimates  that  the  Administration's  \ 
posal  could  generate  as  much  as  $ 
million  in  revenue  by  2004. 

Of  course,  it's  not  clear  the  Treasi 
ever  will  collect  anything  near  t 
amount  of  money.  "Companies  will 
another  route,"  predicts  Barbara  Go 
stein,  a  senior  vice-president  and  spin 
analyst  at  Rothschild  Inc.  "They  won't 
the  transaction."  Whatever  Treasury 
up  pocketing,  if  the  plan  goes  ahe 
companies  figure  they're  in  for  anot 
government-provided  headache. 

By  Stan  Crock  in  Washingt 
with  bureau  repo 
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THE    NORELCO   REFLEX  ACTION  RAZOR. 


IF   IT  SHAVES   LIKE  A  BLADE, 

WE'LL  GIVE  YOU  YOUR    MONEY  BACK. 

The  new  Norelco  Reflex  Action  Razor  is  clinically  proven 
to  shave  with  less  irritation  than  a  blade. 
Its  Reflex  Action  follows  the  curves  and  contours  of  your  face, 
so  you  get  a  great-looking  shave  every  time. 
We'll  even  let  you  try  it  risk-free  for  21  days. 
Just  to  prove  we're  not  speaking  with  a  forked  tongue 


ANYTHING  CLOSER  COULD  BE  TOO  CLOSE   FOR  COMFORT. 

CjNoreico 


News:  Analysis  &  Commentary 


MEDICINE 


A  MAGIC  BULLET 

FOR  HEROIN  ADDICTION? 

A  new  treatment  gets  results — and  Wall  Street's  attention 


Anat  Shemtov,  a  35-year-old  woman 
in  Ramat  Gan,  near  Tel  Aviv,  had 
tried  more  than  a  dozen  times  to 
stop  an  expensive  and  debilitating  hero- 
in habit.  She  and  her  husband  separated 
and  her  condition  deteriorated,  but  she 
never  could  manage  to  go  cold  turkey. 
Three  years  ago,  she  underwent  a  new 
treatment  and,  miraculously,  has  re- 
mained free  of  addiction. 

The  new  treatment — known  as 
ultrarapid  opiate  detoxification — 
has  now  been  administered  to 
some  5,000  heroin  addicts  at  clin- 
ics mostly  in  Israel  and  Italy  but 
also  in  Britain,  Germany,  Spain, 
the  Netherlands,  and  the  U.  S. 
Studies  in  Israel  and  Italy  have 
found  that  about  65%  of  addicts 
remain  clean  after  18  months, 
says  Moshe  Zerzion.  He  is  med- 
ical director  at  the  Center  for 
Research  &  Treatment  of  Addic- 
tion— known  by  its  Spanish 
acronym  as  cita  International — 
which  owns  the  rights  to  the 
new  treatment.  That  compares 
with  a  success  rate  of  about  20% 
for  conventional  methods. 
HIGH  PRICE.  In  September,  CITA 
opened  its  first  American  clinics  ~ 
at  Metropolitan  Hospital  in  New  York 
and  Mount  Sinai  Medical  Center  in  Mi- 
ami Beach.  Two  more  are  due  in  the 
next  few  weeks  in  Chicago  and  Los  An- 
geles. By  the  end  of  1998,  the  company 
hopes  to  have  clinics  "in  every  major 
metropolitan  area  in  the  country,"  says 
David  Yerushalmi,  chief  executive  at 
cita  Americas  Inc.,  a  wholly  owned  sub- 
sidiary of  cita  International.  Yerushalmi 
says  that  most  future  U.  S.  centers  will 
be  private  clinics  owned  and  operated 
by  the  company. 

The  therapy  was  developed  in  1988 


by  Juan  Jose  Legarda,  a  Spanish  expert 
in  drug  rehabilitation  who  established 
cita.  In  April,  he  sold  the  business  to  a 
group  of  Israeli,  French,  and  Belgian 
investors  who  have  turned  it  into  a 
rapidly  expanding  operation.  "We  hope 
to  quadruple  the  number  of  clinics  of- 
fering our  treatment  to  at  least  40 
worldwide  by  the  end  of  1997,"  says 


DOWN  AND  OUT  IN  ZURICH:  A  user  in  "Needle  Park' 


Yossi  Ghinsberg,  director  of  cita  In- 
ternational's operations  in  Europe  and 
Asia.  (Legarda  retains  an  interest  in 
the  company  and  continues  to  do  re- 
search.) The  price  of  the  six-month 
treatment  runs  from  $4,000  to  $8,000, 
though  it  may  decline  as  more  centers 
are  opened. 

Under  the  cita  technique,  addicts  are 
put  under  a  general  anesthetic  for  six 
hours,  so  they  don't  suffer  withdrawal 
symptoms.  In  that  time  they're  given 
naltrexone,  a  ding  that  blocks  the  crav- 
ing for  heroin.  Then  patients  are  given 


naltrexone  daily  for  six  months,  a] 
with  drug  counseling. 

Americans  experimenting  with  lit 
treatment  say  it  may  be  less  succea| 
in  the  U.S.  than  in  Europe,  where  hW 
in  addicts  usually  do  not  use  om 
drugs.  American  heroin  addicts,  IS 
say,  are  more  likely  to  also  use  cocl 
or  other  drugs  that  are  difficult  to  ll 
Nonetheless,  cita's  growth  prospl 
have  attracted  Wall  Street's  attend 
There's  a  huge  need  for  treatmenl 
the  U.  S.,  where  there  are  an  estiml 
1  million  heroin  addicts.  Company  I 
cials  haven't  released  detailed  finail 
data,  but  they  say  they  expect  woj 
wide  revenues  to  hit  $200  millioil 
$300  million  in  1997.  Yerushalmi  I 
diets  that  cita  Americas  alone  will  si 
a  net  profit  of  $30  million  fori 
first  three  quarters  of  1997.  1 
officials  say  they  have  soil 
stake  in  the  company  to  a  "1 
Street  venture-capital  firm,  I 
they  won't  reveal  which  J 
Yerushalmi  says  that  the  c| 
pany  is  considering  an  ini 
public  offering  early  next  yel 
"OPIATE  FREE."  Early  indicatl 
are  that  cita's  treatment  mel 
the  hoopla.  "Patients  experiel 
nothing  that  would  drive  tn 
back  to  the  drug  again,"  says  I 
John  C.  Eustace  of  Mount  Si 
Medical  Center  in  Miami,  w 
has  begun  using  the  new  trJ 
ment.  "When  patients  wake  I 
they  are  totally  opiate  free."] 
Dr.  Clifford  Gevirtz  of  M 
York  Medical  College,  whd 
"  using  the  cita  method  at  M 
York's  Metropolitan  Hospital,  saysj 
addicts  have  gone  through  the  tra 
ment  so  far.  It's  too  early  to  know 
sure,  but  he  projects  a  50%  succj 
rate. 

The  Italian  government  has  agrJ 
to  foot  the  bill  for  use  of  the  cita  tej 
nique.  Gevirtz  plans  to  publish  an 
sessment  of  the  treatment  in  a  medj 
journal  next  year  and  hopes  U.S. 
surers  will  pay  for  the  treatment.  Ij| 
addicts,  that  is  very  good  news  inde 

By  Neal  Sandler  in  Jerusalem,  w 
Naom  i  Freundlich  in  New  York 


STEP  1  Addicts 
are  put  under  a 
general  anesthetic 
for  six  hours  or  so. 
During  that  time, 
doses  of  the  drug  naltrexone 
are  administered  every  45  min- 
utes. It  replaces  heroin  in  the 
addicts'  opium  receptors. 


STEP  2  After  waking  up,  the 
addict's  body  is  free  of  opiates. 
Treatment  with  naltrexone  con- 
tinues for  six  months.  During 
this  time,  the 
effects  of  heroin 
are  blocked,  even 
if  the  addict  falters 
and  shoots  up. 


Month 


STEP  3  Duri 
the  treatment 
the  patient 
also  gets  drug 
counseling.  At  the  end  of  six 
months,  assuming  the  patient 
seems  cured,  naltrexone  treat 
ment  is  stopped. 

DATA:  COMPANY  REP0R1 


PERMANENT 
FIX? 

For  between 
$W00  and 
$8,000, 
users  can 
kick  the 
habit 
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There's 
only  one  gift 


The  connected 
organizer  that  keeps  you  in 
touch  with  your  PC. 


For  iiionMiil'omiiilioii.  call  1-800-881-7256. 


Mobotics 


TIM  of  it  as  the  most  imported 
part  of  your  PC,  to  go. 


Presenting  Pilot,  the  easy  way  to  take  the 
important  personal  info  that's  on  your  PC 
with  you  wherever  you  go 

Enter  addresses,  phone  numbers,  and 
appointments  just  once  —  on  your 
Pilot  or  your  PC.  Then  drop  Pilot 
into  its  cradle  and  press  the  HotSync"  button.  That's  all  it  takes 
to  keep  your  Pilot  and  PC  in  sync. 


Pilot  comes  complete  with  its  own  desktop  personal  information 
manager,  plus  everything  you  need  to  be  up  and  running  in  minutes.  , 
It's  also  compatible  with  the  Windows  software  you're  currently  using 
for  personal  information  management,  including  Lotus  Organizer, 

Scheduled  Now  Up-to-Date,  and  Sidekick  *  And  at  only  4.5'j 
tall,  5  5  oz,  and  $299,  it  fits  any  pocket  and  pocketbook. 
To  learn  where  to  get  one,  call  1  -800-881  -7256  To  arrange, 
a  demo,  go  to  our  web  site,  http://www.usr.com/palm. 


pilot 


Now  available  at  Circuit  City,  CompUSA,  Computer  City,  Egghead,  Office  Depot,  OfficeMax  and  Staples 

'(i|ih,,n,il  lmk\  fur  ttnril  [Mity  ilr\ktn[i  PIM  Mifiw.nr  must  \»: \\i\u  h.i'.H  '.I'luuti'ly  Ihe  average  U  S  street  price  tor  Pilot  'jOUO,  complete  with  .ill  desktop  jno  orqanuer  software,  dor king  cradle  and  accessories  ©  1 996  U  S  flohotics 

■  ■  pectiveowm 


Mohotics 


l  Business  This  Week 


TED  BY  THANE  PETERSON 


BELL  ATLANTIC'S 
MEXICAN  PAYOFF 


HEAD  LINER:  DELBERT  YOCAM 


GETTING  RELIGIOUS'  ABOUT  BORLAND 


For  two  years,  Delbert 
Yocam,  who  left  Tektronix 
in  1994  after  engineering  a 
turnaround,  has  had  of- 
fers to  head  poten- 
tially lucrative  In- 
ternet startups. 
But  on  Nov.  25, 
he  agreed  to  v 
become  ceo  of  * 
troubled  soft- 
ware veteran 
Borland  Interna- 
tional. Explains 
Yocam:  "So  much  has  hap- 
pened at  this  company,  it 
makes  you  want  to  go  in 
and  right  it.  I  got  almost 
religious  about  it." 

Divine  intervention 
couldn't  hurt.  Borland  has 
lost  out  in  spreadsheets 
and  databases  to  Microsoft 
and  has  scaled  back  to 
making  PC  software  tools. 


Even  that  has  been  dicey, 
with  two  quarterly  losses 
after  a  $14  million  profit  on 
sales  in  $215  million  in 
fiscal  1996 — down 
from  $254  million 
in  1995  and  $482 
million  in  1992. 

The  former 
Apple  coo  has 
I  a  plan,  though. 

Borland  has  new 
Internet  tools  due 
out  soon,  and  Yocam 
may  again  reduce  its  work- 
force, at  about  950  after  a 
15%  layoff  in  October.  He 
vows  a  return  to  profits  in 
the  next  fiscal  year.  Can  he 
do  it?  "Borland  is  certainly 
lean  now,"  says  Dataquest 
analyst  Chris  LeTocq.  "The 
question  is:  Are  they  mean 
enough?" 

By  Kathy  Rebello 


MAY  BE  READY 
SETTLE 

'OLKSWAGEN  TRYING  TO 

e  its  legal  fight  with  Gen- 
Motors?  The  German 
s  weekly  Der  Spiegel  re- 
s  that  vw  Chairman 
is  Liesen  recently  met  se- 
ly  in  Detroit  with  pow- 
1  GM  board  member  John 
,le.  gm  is  believed  to  be 
ing  as  much  as  $4  billion 
U.  S.  civil  suit  charging 
[gnacio  Lopez  de  Ar- 
;ua,  who  left  gm  in  1993, 
other  vw  executives  with 
piring  to  steal  trade  se- 
Neither  company  would 
irm  or  deny  that  talks  oc- 
•ed,  but  vw  is  under 
'y  pressure  to  settle.  On 
.  26,  a  federal  judge  in 
roit  denied  vw's  motion 
ismiss  racketeering  claims 


CLOSING  BELL 


HERPES  HIT 

iron  had  high  hopes.  But  on 
/.  25,  the  biotech  outfit  in 
eryville,  Calif.,  said  that 
tical  trials  for  a  long- 
aited  genital  herpes  vac- 
e  had  proved  ineffective 
ainst  the  virus.  The  news 
it  Chiron's  stock  tumbling 
sr  17%,  from  2l3tf  to  18iC. 
iron  was  hit  hard  because 
:  vaccine  was  considered 
Dortant  to  its  future:  The 
1  billion  company  has 
ne  20  vaccine  trials  under 
y,  but  it  has  been  research- 
;  genital  herpes  since  1982, 
:  year  after  its  founding. 


CHIRON 


against  it,  which  means  gm 
can  seek  triple  damages  in 
its  suit.  And  a  German  court 
recently  gave  the  go-ahead 
for  German  prosecutors  to 
share  evidence  with  their 
U.  S.  counterparts. 


BELL  ATLANTIC   IS  FINALLY 

taking  control  of  Grupo  Iusa- 
cell,  three  years  after  paying 
over  $1  billion  for  42%  of  the 
Mexican  wireless  communica- 
tions company.  On  Nov.  25, 
Bell  Atlantic  announced  it 
would  assume  management 
control,  agreeing  to  pay  $50 
million  to  swap  some  of  its 
stock  for  controlling  A  shares 
and  to  lend  Iusacell  an  addi- 
tional $150  million  in  subordi- 
nated debentures.  In  ex- 
change, the  Bell  will  take 
control  of  Iusacell's  board  and 
replace  its  vice-chairman,  Car- 
los Peralta,  with  Lawrence 
Babbio,  a  Bell  Atlantic  vice- 
chairman.  The  move  shores  up 
Bell  Atlantic's  position  in  Mex- 
ico just  as  giant  Telmex  loses 
its  long-distance  monopoly. 


VISA  USA  HAS  FIRED  ANOTHER 

shot  in  its  battle  with  rival 
American  Express.  On  Nov. 
25,  Visa  sued  AmEx  in  San 
Francisco  federal  court  for 
trademark  infringement,  al- 
leging that  a  new  Visa  card 
issued  by  credit  card  compa- 
ny Advanta  requires  users 
also  to  have  an  AmEx  card. 
Says  Visa  President  and  CEO 
Carl  Pascarella:  "It's  a  bla- 
tant attempt  by  American 
Express  to  use  Visa  to  pro- 
mote its  own  competitive 
product.  We  can't  permit 
that."  Pascarella  also  put  Ad- 
vanta on  notice  that  its  deal 
to  give  Visa  customers  points 
in  American  Express's  Mem- 
bership Rewards  program  vi- 
olates Visa's  rules.  AmEx 
calls  the  charges  unfounded. 


DIGITAL  DETENTE 
IN  PC-TVS 

THE    BATTLE   OVER  DIGITAL 

television  now  moves  from 
the  corridors  of  Washington 
to  American  living  rooms.  On 
Nov.  25,  warring  broadcast 
interests  and  computer  com- 
panies struck  a  government- 
brokered  deal  on  a  new  digi- 
tal-TV standard  meant  to 
simplify  development  of  prod- 
ucts that  are  part  personal 
computer,  part  TV.  "This  con- 
vergence is  not  only  in- 
evitable but  imminent,"  says 
Microsoft  Senior  Vice-Presi- 
dent Craig  Mundie. 

A  RUN  IN 

ANNTAYLOR'S  STOCK 

ANNTAYLOR  STORES  IS  BOL- 

stering  its  management 
ranks.  On  Nov.  25,  the 
women's  specialty  retailer 
said  Patricia  DeRosa  will  be- 
come its  president  and  chief 


operating  officer,  reporting  to 
Chief  Executive  J.  Patrick 
Spainhour,  who  joined  the 
company  earlier  this  year. 
DeRosa  replaces  Sally  Frame 
Kasaks,  who  resigned  under 
pressure  in  August,  as  the 
company's  top  merchandising 
executive.  DeRosa  earned  her 
merchandising  spurs  during 
18  years  at  Gap,  but  Wall 
Street  seemed  unimpressed 
with  the  company's  choice: 
AnnTaylor  shares  fell  nearly 
a  point,  to  20%,  the  day  after 
her  appointment. 

ETCETERA... 

■  Play  ball!  Major  League 
Baseball  owners  ratified  a 
new  labor  pact  on  Nov.  26. 

■  Cleveland's  KeyCorp  clos- 
es and  sells  280  branches 
and  cuts  2,700  jobs. 

■  The  latest  utility  mega 
acquisition:  Duke  Power  bids 
$7.7  billion  for  PanEnergy. 
B  Sherwin-Williams  will  pay 
Forstmann  Little  $830  mil- 
lion for  Thompson  Minwax. 


VISA  WONT  ACCEPT 
AMERICAN  EXPRESS 
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.  canon  conn  ects  you  to  the  ext  ra  o  rd  i  n  a  ry  technology  of 
Canon  Laser  Color.  Canon  introduced  the  world's  first 
color  laser  copier  ten  years  ago.  And  while  others 
struggle  with  reproducing  primary  colors  accurately, 
Canon's  advanced  technology  creates  the  colors 
between  the  colors.  The  subtle  tones  that  make  all  the 
difference  between  the  ordinary  and  the  remarkable. 
For  more  information  about  Canon  Laser  Color 


Canon  Laser  Color.  Its  only  competition  is  reality. 


Canon 


The  smaller  we  make  the  world,  the  more 
interesting  your  perspectives  become. 


Competition  in  the  world  market- 
place is  getting  more  intense 
all  the  time.  More  than  ever  be- 
fore, manufacturers  must  focus 
on  regional  production  advan- 
tages as  well  as  enter  the  more 


distant  markets  of  the  future. 
With  Lufthansa  Cargo,  the  world's 
largest  air  freight  carrier,  you 
are  in  the  right  position  not  only 
to  think  globally,  but  to  act  glob- 
ally, any  place,  any  time. 


Lufthansa  Cargo 

Thinking  in  new  directions 


tashington  Outlook 


ED  BY  OWEN  ULLMANN 


KEEPING  THE  MEDICARE  MESS 
IDER  THE  RUG-AGAIN 


in't  look  to  Washington  to  defuse  the  nation's  fast-ticking 
iscal  time  bomb  next  year.  Despite  post-election  promis- 
!S  by  President  Clinton  and  Republican  leaders  in  Con- 
,  such  as  Newt  Gingrich  (Ga.),  to  find  a  bipartisan  cure, 
ware's  chronic  illness  is  likely  to  persist. 
St  weeks  ago,  the  two  sides  were  talking  about  a  bipar- 
panel  to  quickly  fix  the  $195  billion  health-care  program 
le  elderly.  GOP  bitterness  toward  the  President  for  earn- 
ing against  Republican  efforts  to  slow  Medicare  spend- 
l  blocking  that  approach.  Office  of  Management  &  Bud- 
>irector  Franklin  D.  Raines  reported 
to  the  White  House  after  a  recent 
cquainted  tour  of  Capitol  Hill  that 
ublicans  were  very  cool  to  the  idea 
:ommission  right  now,"  aides  say. 
though  such  a  blue-ribbon  panel  will 
■  be  named  in  1997,  Clinton  and  the 
Congress  will  address  the  impend- 
ankruptcy  of  the  Medicare  trust  fund 
as  an  ordinary  budget  issue.  The  up- 
Both  sides  are  shopping  for  gim- 
3  and  bear  traps  to  spring  on  each 
•,  but  neither  is  apt  to  embrace  real 
m.  And  any  short-term  repair  will 
:e  incentives  for  Congress  to  accept  a 
painful  but  comprehensive  solution.  ~ 
postpone  the  insolvency  of  the  Medicare  trust  fund  in 
and  help  balance  the  budget  by  2002,  Washington  will 
i  a  two-track  budget  strategy — one  cut  and  one  gimmick. 
White  House  will  propose  slashing  some  $124  billion 
the  next  five  years  in  reimbursements  to  doctors  and 
itals.  Missing  will  be  controversial  provisions,  such  as 
;r  premiums  for  seniors  or  penalties  for  those  who  refuse 
iged  care.  "There's  about  a  zero  chance  of  such  things  be- 
ticluded,"  says  Brookings  Institution  economist  Robert  D. 
chauer,  a  former  Congressional  Budget  Office  director. 
gop  will  probably  go  along  with  the  politically  safe  plan. 


CLINTON  AND  GINGRICH:  In  no  rush 


Republicans  alsu  may  buy  a  White  House  accounting  gim- 
mick designed  to  make  the  trust  fund  look  healthier.  Home 
health-care  services  for  the  chronically  ill,  the  fastest-growing 
drain  on  the  hospitalization  trust  fund,  would  be  switched  to 
another  Medicare  account  partially  funded  by  seniors'  insur- 
ance premiums.  That  would  save  the  trust  fund  approxi- 
mately $55  billion  over  five  years.  But  the  full  cost  of  the 
home  health  program  would  still  be  bome  by  the  Treasury.  To 
keep  from  antagonizing  the  elderly — and  fulfill  campaign 
promises  not  to  raise  premiums — the  White  House  would 
exempt  seniors  from  paying  for  the  pro- 
gram. "It  will  be  a  straight  raid  on  the 
Treasury,"  argues  Deborah  Steelman,  a 
gop  health-care  expert. 
NO  WILL.  The  payment  cut  and  budget 
gimmick  may  put  Medicare's  insolvency 
off  until  2008,  but  it  won't  accommodate 
the  wave  of  baby  boomers  who  begin  re- 
tiring that  year.  For  that,  Democrats  and 
Republicans  will  look  to  a  panel  to  sug- 
gest the  impossible:  raise  costs  to  seniors, 
cut  benefits,  hike  payroll  taxes,  or  start 
rationing  care  by  forcing  seniors  into  man- 
aged care  and  cutting  excessive  fees  to 
hmos.  None  of  these  longer-term  fixes 
"  would  be  proposed  next  year.  Clinton 
"feels  very  strongly  that  any  discussion  of  long-term  issues  is 
premature  and  could  distract  from  the  short-term  challenge," 
says  Christopher'  C.  Jennings,  a  top  White  House  health  aide. 

Yet  no  political  will  exists  to  address  difficult,  long-term 
remedies,  particularly  if  the  crisis  gets  postponed.  "The  com- 
mission will  be  a  bandage  to  give  the  public  the  sense  that  se- 
rious and  high-minded  people  are  at  work  on  the  problem," 
says  Martha  Phillips,  executive  director  of  Concord  Coalition, 
a  budget  watchdog  group.  The  bums  from  the  '96  campaign 
are  too  fresh  for  pols  to  touch  the  issue  themselves. 

By  Paul  Magnusson 


CAPITAL  WRAPUP 


3ESTEPPING  STROM 

Although  they  won't  depose  him  as 
lirman  of  the  Senate  Armed  Ser- 
es Committee,  gop  colleagues  of 
"om  Thurmond  (S.  C.)  increasingly 
rry  that  the  senator,  who  turns  94 
December,  can't  handle  the  job. 
ther  than  upend  their  sacrosanct 
liority  system,  many  senators  plan 
tiptoe  around  Thurmond  on 
fense  issues  and  deal  directly  with 
nmittee  staffers  and  the  panel's 
'.2  Republican,  Virginia's  John  W. 
trner.  There  also  is  talk  of  diverting 


sensitive  military  issues  to  other  com- 
mittees until  January,  1999,  when 
some  expect  Thurmond  to  voluntarily 
relinquish  his  gavel. 

PUTTING  THE  CHILL  ON  CHILE 

►  Economist  Pat  Choate,  Ross  Perot's 
'96  running  mate,  will  try  to  thwart 
Chile's  entry  into  napta  next  year  by 
trumpeting  up  to  $50  million  he  says 
that  Mexico  spent  to  get  nafta  O.K.'d 
by  Congress  in  1993.  There's  no  evi- 
dence the  lobbying  effort  violated 
U.  S.  law.  But  Choate  hopes  to  play 
off  recent  anger  over  Donorgate. 


BURTON:  TOO  PARTISAN? 

►  Can  a  House  Republican  be  too  ide- 
ological for  the  gop?  Yes,  if  his  name 
is  Dan  Burton  (Ind.),  the  new  chair- 
man of  the  House  committee  probing 
President  Clinton's  alleged  misdeeds. 
Hill  Republicans  are  whispering  that 
Burton's  rigid  anti-Clinton  stance 
could  undercut  the  panel's  credibility. 
His  predecessor,  retiring  William  F. 
Clinger  Jr.  (Pa.),  was  a  thoughtful 
moderate  who  lent  credence  to  the 
committee's  investigations  of  White 
House  scandals. 
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International  Business 


TRADE 


SINGING  THE 
NAFTA  BLUES 


A  severe  imbalance 
will  make  it 
harder  to  extend 
free-trade  pacts 

Forget  the  gaping  $40  billion  U.  S. 
trade  deficit  with  China  for  the 
moment.  A  new  trade  problem 
lurks  just  off  the  radar  screen. 
Call  it  the  nafta  gap:  America's 
swelling  merchandise  trade  imbalances 
with  its  partners  in  the  North  Ameri- 
can Free  Trade  Agreement.  Private 
economists  expect  the  combined  U.  S. 
deficit  with  Canada  and  Mexico  to  ap- 
proach $40  billion  this  year — more  than 
a  fourfold  jump  since  1993,  before  naf- 
ta (chart).  That  puts  the  nafta  trade 
deficit  on  par  with  the  U.  S.  shortfall 
with  China  and  right  behind  the  bilat- 
eral $45  billion  gap  with  Japan. 

Of  course,  the 


BORDER  PLANT 


As  it  sells  more 
goods  to  the 
U.S.,  Mexico 
increasingly 
shops  elsewhere 


NAFTA  partners 
are  not  skewing 
trade  by  means 
of  import  barriers 
and  industrial 
policies,  as  China 
and  Japan  do. 
And  it  is  too  ear- 


ly to  predict  what  the  eventual  patterns 
of  trade  within  nafta  will  look  like. 
Still,  the  trends  have  disturbing  impli- 
cations for  the  push  by  Western  Hemi- 
sphere governments  to  extend  free 
trade  from  Alaska  to  Argentina  by  2005. 
With  economic  nationalism  on  the  rise  in 
the  U.  S.,  the  dismal  nafta  deficit  num- 
bers are  sure  to  rile  protectionists  on 
Capitol  Hill.  That  will  complicate  the 
Clinton  Administration's  push  to  win 
congressional  renewal  of  its  expired  au- 
thority to  negotiate  "fast  track"  trade 
deals  that  sidestep  legislative  interfer- 
ence. Without  it,  the  President  has  no 
chance  of  extending  nafta  to  next-in- 
line Chile  and  the  rest  of  Latin  America. 
"IN  BALANCE."  nafta  naysayers  view 
the  swelling  U.  S.  trade  deficit  as  a  vin- 
dication of  their  stance.  "This  is  exactly 
what  we  feared  would  happen,"  says 
Mark  Anderson,  director  of  the  afl-cto 
task  force  on  trade.  Labor,  which  poured 
$35  million  into  Clinton's  reelection  cam- 
paign, contends  that  free-trade  policies 
are  exporting  American  factories  and 
jobs  to  low-wage  nations.  The  trade 
numbers  suggest  that  "you've  got  to  fix 
nafta  first  before  you  expand  it,"  says 
populist  economist  Pat  Choate,  Ross 
Perot's  '96  running  mate.  Critics  may 
get  that  chance  in  July,  when  a  manda- 
tory review  of  the  controversial  trade 
accord  could  intensify  congressional 
pressure  to  reopen  the  pact. 

Such  talk  is  unsettling 
to  the  U.  S.'s  nafta  part- 
ners. Art  Eggleton,  Cana- 
da's Trade  Minister,  ar- 
gues that  the  overall 
U.  S. -Canadian  economic 
relationship,  including  non- 
merchandise  trade  such  as 
financial  services  and 
tourism,  "is  pretty  well  in 
balance,  and  in  most  years 
it  has  been  in  favor  of  the 
U.  S."  nafta's  benefits  far 
outweigh  the  problems,  he 
says,  "and  it  is  about  time 


[the  U.  S.  government]  got  this  ifefe- 
sage  across." 

Alarm  bells  also  are  going  off  in  ». 
executive  suites.  Clinton's  failure  tofc 
renewed  fast-track  authority  from  On 
gress  last  year  has  raised  doubts  akt 
the  U.  S.  commitment  to  hemispr|ric 
economic  integration.  "An  open  hfc 
sphere  was  the  future  promised  to  US 
business  by  the  Reagan,  Bush,  and  (m 
ton  Administrations,"  says  LarrjlA 
Liebenow,  ceo  of  Quaker  Fabric  C<p.- 
a  Fall  River  (Mass.)  exporter  of  upi 
stery  fabric.  "But  our  countiy  has  pi|6rl 
back  from  the  process.'' 

Even  top  Clintonites  are  sweat* 
"If  we  don't  build  a  hemispheric  <n 
sensus  now,  I'm  afraid  we  may  lose  jfe 
moment  altogether,"  Presidential  cdi- 
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U.S.  TRADE  BALANCE 


i  TOTAL  NAFTA 

I  WITH  CANADA  ONLY 
I  WITH  MEXICO  ONLY 

'92 

OF  DOLLARS 


DATA  COMMERCE  DEPT ,  BUSINESS  WEEK  ESTIMATES 


r  Thomas  F.  "Mack"  McLarty  III 
a  group  of  U.  S.  executives  in  Sao 
lo,  Brazil,  in  November, 
/bile  the  U.  S.  dithers,  other  nations 
moving  ahead  on  their  own.  Canada 
ied  a  free-trade  pact  with  Chile  in 
'ember.  And  Mercosur — a  customs 
in  linking  Brazil,  Argentina,  Para- 
y,  and  Uruguay — recently  took  in 
le  and  Bolivia  as  associate  members. 
•  U.  S.,  instead  of  expanding  nafta 
he  basis  of  a  hemisphere-wide  trade 
1  will  likely  have  to  negotiate  even- 
ly with  trade  blocs  whose  rules  it 
not  write. 

AK  PICTURE.  But  probably  not  soon. 
1  American  public  has  soured  for  now 
free  trade.  A  November  poll  by 
thlin  Worldwide  for  Bank  of  Boston 


showed  that  57%  of  Americans  oppose 
additional  trade  pacts  with  hemispheric 
neighbors.  The  bulging  U.S.  nafta 
deficit  will  only  deepen  such  reservations. 

What's  behind  the  dual  gaps?  North 
of  the  border,  Canada's  sluggish  econo- 
my and  weak  dollar  have  dampened  im- 
ports while  revving  up  exports.  Lop- 
sided automotive  trade,  mostly  between 
U.  S.  and  Canadian  operations  of  De- 
troit's Big  Three,  is  aggravating  the 
deficit.  The  U.  S.  companies  have  shifted 
more  of  their  production  north  of  the 
border.  As  a  result,  in  the  first  nine 
months  of  this  year,  the  U.  S.  ran  a  $10 
billion  deficit  in  autos  and  parts  with 
its  northern  neighbor. 

That  bleak  merchandise  trade  picture 
is  somewhat  misleading.  Economist  Gary 


TRADE  ROUTE 


Canadian  cargo 
enters  the  U.S. 
at  Detroit  via 
the  Ambassador 
Bridge 


C.  Hufbauer  of 
Washington's  In- 
stitute for  Inter- 
national Econom- 
ics estimates  this 
year's  $22  billion 
to  $23  billion 
deficit  in  goods 
trade  with  Cana- 
da will  be  partly  offset  by  a  $13  billion  to 
$15  billion  surplus  in  services. 

In  trade  with  Mexico,  the  key  cul- 
prits are  the  1994  devaluation  of  the 
peso  and  Mexico's  ensuing  recession. 
Overnight,  Mexico's  products  became 
more  competitive  while  its  appetite  for 
imports  shrank.  One  result  is  an  auto- 
motive trade  even  more  one-sided  than 
Canada's.  Mexico  will  export  1  million 
cars  this  year,  mostly  to  the  U.  S.  from 
Big  Three  plants.  Although  many  parts 
are  imported  from  the  U.  S.,  in  the  first 
nine  months,  Mexico  piled  up  an  $11.9 
billion  automotive  trade  surplus  with 
the  U.  S.  And  Mexico's  investment 
slump  means  companies  are  buying  little 
U.  S.  equipment  to  modernize. 
REVERSAL.  OF  FORTUNE.  U.S.  exports 
to  Mexico  are  starting  to  pick  up  as  its 
economy  revives.  But  a  fundamental  shift 
away  from  the  U.  S.  in  some  Mexican 
import  patterns  could  be  longer-lasting. 
Hufbauer  notes  that  since  1993,  Mexico 
has  been  buying  more  electronic  parts, 
chemicals,  and  other  industrial  materi- 
als from  Europe  and  Asia.  That  flies  in 
the  face  of  U.  S.  hopes  that  nafta  would 
turn  Mexico  into  a  U.  S.  industrial  pre- 
serve, protected  from  European  and 
Asian  rivals.  Instead,  says  Hufbauer, 
what  has  happened  is  that  economic  re- 
forms in  Mexico  have  prompted  manu- 
facturers to  look  further  afield  for  cheap- 
er prices  and  better-quality  goods.  "This 
was  a  veiy  insular  economy,  and  it's  now 
opening  to  the  world,"  he  says. 

Next  year-,  the  trade  gap  with  Mexico 
may  narrow  as  the  U.  S.  economy  slows 
while  Mexico's  strengthens.  Yet  "it  will 
be  years  before  we  reverse  these  large 
trade  deficits  with  Mexico,"  says  Law- 
rence Chimerine,  chief  economist  at  the 
Economic  Strategy  Institute  in  Wash- 
ington. "The  best  we  can  hope  for  is  that 
the  deficit  comes  down  gradually." 

The  deficit  with  Canada  should  also 
start  to  decline  if  Canada's  economy 
grows  faster  in  1997,  as  expected.  But 
economists  believe  the  U.  S.  global 
deficit,  running  around  $188  billion  this 
year  in  merchandise  trade,  will  persist 
for  years.  That  prospect  may  keep  free 
traders  on  a  short  leash  for  a  long  time. 

By  Amy  Borrus  in  Washington,  with 
William  C.  Symonds  in  Toronto  and 
Geri  Smith  in  Mexico  City 
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By  Mark  Clifford 


FREE  TRADE:  WHEN  THE  GOING  GETS  TOUGH,  ASIA  STALLS 


It's  gotten  to  be  an  annual  ritual. 
Emerging  from  a  conference  room 
in  an  exotic  Asian  location,  Presi- 
dent Bill  Clinton  and  heads  of  state 
from  countries  representing  half  of 
the  global  economy  congratulate  each 
other  on  reaching  yet  another  break- 
through free-trade  agreement. 

But  look  beyond  the  rhetoric  of 
this  year's  just-concluded  Asia  Pacific 
Economic  Cooperation  (apec)  forum, 
and  it  was  no  thriller  in  Manila.  Re- 
buffing the  U.  S.  push 
for  a  bold  program  to 
wipe  out  tariffs  on 
the  $1  trillion  infor- 
mation technology 
business  in  four 
years,  Asian  leaders 
agreed  to  "substan- 
tially eliminate" 
them — leaving  recal- 
citrants lots  of  wiggle 
room.  Nor  did  the 
summit  reach  its  goal 
of  clarifying  how  18 
members  will  achieve 
free  trade  in  the  Pa- 
cific Rim  by  2020. 

At  a  time  when 
Asian  countries  from 
South  Korea  to  Ma- 
laysia are  weathering  a  severe  ex- 
port slowdown,  perhaps  it  was  naive 
for  Washington  to  expect  them  to 
move  even  more  aggressively  to  ex- 
pose their  computer,  software,  and 
telecom  industries  to  competition. 
But  the  disappointing  meeting  did 
underscore  that  when  the  going  gets 
tough,  Asia  is  likely  to  stall,  rather 
than  push,  the  global  free-trade 
movement.  As  for  apec,  it  seems 
destined  to  be  little  more  than  an  in- 
ternational gabfest,  rather  than  a  fo- 
rum for  achieving  serious  change. 
DUBIOUS.  The  biggest  loser  will  be 
Asia.  To  continue  their  record  of  sus- 
tained high  growth,  Asian  countries 
have  become  increasingly  dependent 
on  trade  with  their  neighbors.  Intra- 
Asian  trade  accounted  for  44%  of  the 
region's  total  trade  in  1995,  compared 
with  35%  in  1985.  That's  the  major 
reason  Asia's  boom  kept  roaring 
along  while  the  U.  S.  and  Europe 
stagnated  in  the  early  1990s. 
But  the  quality  of  much  of  that 


trade  is  dubious.  Mostly,  Asian  na- 
tions now  trade  raw  materials  and 
components.  Because  of  high  barri- 
ers, there  is  little  trade  in  such  fin- 
ished goods  as  cars,  a  big  employer 
and  regarded  by  politicians  as  a  sym 
bol  of  national  strength.  Such  protec- 
tionism fosters  uncompetitive  indus- 
tries and  blocks  Asia's  efficient 
producers  from  exporting  to  emerg- 
ing markets  in  their  region.  Instead 
of  looking  to  the  West  to  absorb 


MANILA  MARCH:  "If  the  level  playing  field  is 
composed  of  dwarfs  and  giants,  what  is  so 
fair  about  that?"  says  an  Asian  executive 


their  finished  products,  the  region's 
manufacturers  need  greater  market 
access  in  Asia  to  keep  growing. 

This  year,  intra-Asian  trade  sput- 
tered, falling  from  41%  growth  in  the 
first  quarter  of  1995  to  just  7%  in 
the  same  period  this  year.  A  big  rea- 
son was  the  slowdown  in  the  U.  S. 
electronics  market,  upon  which  Sin- 
gapore, Taiwan,  and  South  Korea 
have  become  heavily  dependent.  This 
had  a  ripple  effect  on  component 
suppliers  across  the  region.  Also  at 
fault  were  tight-money  policies  by 
China,  Indonesia,  and  Malaysia 
meant  to  cool  overheated  economies. 

While  exports  will  pick  up  in  1997, 
the  slump  raises  doubts  that  the 
Asian  "miracle"  is  self-sustaining.  In- 
stead of  driving  growth  this  year, 


says  Jardine  Fleming  Securities  Mi 
economist  Ranjan  Pal,  intra-Asian  \i 
trade  "became  a  drag  on  the  regioi 
Certainly,  the  enthusiasm  for  dil 
mantling  trade  barriers  has  waned! 
China's  promise  to  cut  overall  taria 
modestly  over  the  next  four  years! 
was  less  ambitious  than  its  1995 
move  to  slash  tariffs  on  5,000  prod! 
ucts.  Malaysian  officials  opposed  cJ 
to  completely  liberalize  electronics! 
imports  and  allow  100%  foreign  o\J 
ership  in  many  otll 
sectors.  To  Malay- 
sians, that's  just  a  | 
formula  for  takeov 
by  the  U.  S.  and 
Japan.  Explains  YsJ 
haya  Ahmad,  chairjj 
man  of  Malaysian 
auto  maker  Proton 
"If  the  level  playin 
field  is  composed  o 
dwarfs  and  giants, 
what  is  so  fair  abo 

KH^J^Bi   THREATS.  The  U.  S 

bears  some  blame 
letting  apec  fizzle. 
The  Administrations 
was  too  distracted  I 
by  the  election  to  I 
pay  much  attention 
to  either  Asia  or 
trade.  Washington  i| 
has  also  undermine 
its  credibility  by  uii 
laterally  changing  I 
world  trade  rules  at  whim.  It's 
threatening  to  punish  foreigners  do| 
ing  business  in  Cuba,  Iran,  and 
Libya  and  recently  rewrote  the  crilp 
ria  for  determining  the  country-of- 
origin  of  textiles,  which  hurt  expor) 
from  China  and  other  nations. 

This  isn't  to  say  that  apec  is  no 
longer  useful.  It  gives  Pacific  Rim 
leaders  an  excuse  to  have  one-on-oi| 
talks,  such  as  the  meetings  betweeii 
Clinton  and  Chinese  President  Jianj 
Zemin  and  South  Korean  President! 
Kim  Young  Sam.  But  when  it  comej 
to  fostering  free  trade,  expect  futiu 
confabs  to  be  a  venue  for  lukewarni 
cheerleading,  not  bold  initiatives. 


kPrn  < 


Clifford  covers  Asia  from  busi- 
ness week's  Hong  Kong  bureau. 
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vas  the  worst  criminal  massacre  in 
iwan's  history.  Early  on  the  morn- 
l  of  Nov.  21,  killers  entered  the 
3  of  a  county  chief  in  a  Taipei  sub- 
ind  murdered  him  and  seven  oth- 
Z!hillingly  methodical,  the  assassins 
1  the  victims'  eyes  before  shooting 
i  in  the  back  of  the  head, 
le  brutal  slaying  has  put  a  spotlight 
ie  role  of  gangsterism  and  hex  jin — 
k  gold"  or  duty  money — in  Taiwan, 
the  uproar  over  the  murders  is 
ig  to  the  pressure  on  President  Lee 
-hui.  Last  spring,  Lee  won  a  land- 
election  victory  after  he  faced  down 
nacing  China,  which  suspected  him 
ivately  favoring  independence.  But 
■  then  his  popularity  has  slipped,  as 
as  failed  to  exert  strong  leadership 
isues  from  constitutional  reform  to 
flagging  economy.  Now,  he  must 
e  for  possibly  embarrassing  revela- 
;  about  the  close  ties  that  allegedly 
-  between  Taiwan's  various  gangs 
the  ruling  Kuomintang  (kmt). 
KY  MOTIVES.  No  one  knows  yet  why 
Pang-you,  the  assassinated  Taoyuan 
ity  boss,  met  his  violent  end.  A  kmt 
yweight,  Liu,  55,  had  hosted  Presi- 
.  Lee  Teng-hui's  inauguration  last 
.  He  also  had  a  reputation  for 
ezing  developers  for  bribes,  and  he 
i  indictments  on  charges  of  eorrup- 
involving  land  deals  in  the  fast-de- 
ping  county.  Whatever  happened, 


Liu  carried  his  dangerous  game  too  far. 

The  brutality  and  magnitude  of  the 
crime  have  shocked  Taiwan,  where  frus- 
tration over  official  corruption  was  al- 
ready running  high.  A  massive  crack- 
down has  been  ordered  by  Justice 
Minister  Liao  Cheng-hao.  The  murders 
are  certain  to  mar  an  upcoming  "report 
card"  that  President  Lee  promised  to 
deliver  six  months  into  his  administra- 
tion. And  while  Lee  has  allowed  Liao  to 
pursue  his  crackdown,  he  has  not  of- 
fered much  vocal  support. 

By  Justice  Minister  Liao's  own  esti- 
mate, about  one-third  of  the  island's  850 
city  and  county  councillors  either  are 
gangsters  or  have  close  ties  to  Taiwan's 
gangs.  These  include  four  major  groups 
and  a  host  of  smaller  operations,  which 
have  infiltrated  the  restaurant,  night- 
club, gambling,  and  construction  busi- 
nesses. Liao  says  10%  of  the  members  in 
Taiwan's  two  national  parliamentary  bod- 
ies also  have  gang  ties.  Now,  corrup- 
tion is  slowing  economic  growth,  as  offi- 
cials have  delayed  public  development 
projects  while  they  investigate  allega- 
tions of  bribery  and  contract  fixing. 
"This  is  the  peak  of  black-gold  politics  in 
Taiwan,"  says  Antonio  Chiang,  publisher 
of  the  Taiwan  Daily. 

The  kmt's  opponents  complain  that 
the  crackdown  has  been  too  limited,  fail- 
ing so  far  to  net  gangsters  close  to  the 
central  government.  If  the  kmt  doesn't 


THE  PLAYERS  IN 
TAIWAN'S  CRIME  DRAMA 

PRESIDENT  LEE  TENG-HUI  (LEFT)  He  must 
ferret  out  gang  connections 
to  his  supporters  in  the  KMT  with- 
out eroding  his  own  power  base 

JUSTICE  MINISTER  LIAO  CHENG-HAO  He  is 

pushing  hard  to  expose  the 
influence  of  gangs  in  Taiwan's 
political  life  at  the  local  level 

LIU  PANG-YOU  The  brutal  gangland 
murder  of  this  local  party  boss  has 
put  organized  crime  at  the  head  of 
Taiwan's  agenda 

KUOMINTANG  The  ruling  party  faces 
questions  from  the  Justice  Minister 
over  support  from  local  gangs 

DATA:  BUSINESS  WEEK 

arrest  some  national-level  politicians  in 
the  coming  months,  it  risks  losing  cred- 
ibility with  voters,  who  will  elect  county 
chiefs  next  year.  Yet  it's  unclear  how 
far  this  cleanup  can  go.  The  more  Lee 
and  other  kmt  leaders  root  out  corrup- 
tion, the  more  they  risk  alienating  their 
own  power  base.  Estimates  of  the  num- 
ber of  gang-related  kmt  members  in  the 
parliament  inn  as  high  as  20,  with  about 
half  as  many  among  the  opposition. 
MINEFIELD.  Local  politicians  are  key  to 
the  gang  problem  in  Taiwan.  For  years, 
they  have  had  ties  to  organized  crime, 
which  helps  out  with  campaign  contri- 
butions and  vote-buying.  Then,  in  the 
island's  transition  to  democracy,  local 
party  bosses  were  able  to  enter  national 
politics.  And  as  the  Taiwan-born  Lee 
waged  a  power  struggle  against  old- 
guard  mainlanders  inside  the  party,  he 
used  local  Taiwanese  politicians  to  re- 
place aging,  mainland-elected  members 
of  the  National  Assembly,  according  to 
the  Taiwan  Daily's  Chiang.  Lee  has  not 
discussed  the  impact  of  corruption  on 
his  administration. 

As  he  makes  his  way  across  this  po- 
litical minefield,  President  Lee  must  also 
think  about  foreign  repercussions.  Tai- 
wan has  recently  been  getting  bad  press 
in  the  U.  S. — in  the  wake  of  accusations 
that  a  kmt  official  offered  an  illegal  $15 
million  donation  to  the  Democratic  Na- 
tional Committee.  Meanwhile,  Washing- 
ton remains  under  pressure  from  Beijing 
to  lessen  its  support  for  Taiwan  and  de- 
crease arms  sales  to  the  island.  The 
U.  S.  Congress  might  be  less  willing  to 
support  a  Taiwan  that  had  a  reputation 
as  "a  second  Sicily,"  a  phrase  Justice 
Minister  Liao  prophetically  used  just 
days  before  the  killings.  The  only  solu- 
tion may  be  for  Lee  to  clean  up  cor- 
ruption, a  monumental  task. 

By  Jonathan  Moore  in  Taipei 
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HELPING  THE  RUSSIAN  MAFIA 
HELP  ITSELF 

Tax  exemptions  have  become  a  gold  mine-for  gangsters 


Valery  A.  Korablinov's  green  Jeep 
Cherokee  had  just  pulled  away  from 
his  country  house  near  Moscow  on 
Nov.  1  when  two  men  jumped  from  be- 
hind a  fence  and  opened  fire,  killing  him 
and  critically  wounding  his  driver.  An- 
other contract  hit  on  a  Russian  busi- 
nessman? Yes,  with  one  difference.  Ko- 
rablinov,  57,  was  president  of  the 
All-Russian  Society  of  the  Deaf.  In  the 
past  two  years,  four  people  associated 
with  his  group  have  been  gunned  down 
in  what  police  say  is  a  mafia  battle  to 
control  its  finances. 

In  Russia,  now  even  charity  has  been 
infiltrated  by  criminals.  Nine  days  af- 
ter Korablinov's  killing,  14  members  and 
friends  of  an  Afghan  veterans'  relief 
fund  died  in  a  Moscow  cemetery  bomb- 
ing— the  latest  episode  in  a  gangland 
war  involving  veterans'  groups.  Some 
of  the  country's  best- 
known  charities  seem  to 
have  been  taken  over. 
<  iangs  have  zeroed  in 
on  tax  and  customs  ex- 
emptions that  the 
Yeltsin  government 
granted  charities  and 
nonprofit  organizations 
as  far  back  as  late  1991 
so  they  could  earn  mon- 
ey to  offset  a  sharp 
drop  in  state  support. 

The  violence  swirling 
around  the  charity 
groups  has  spurred  a 
public  outcry — and 
heightened  pressure  on 
the  government  to  elim- 
inate tax  privileges.  The 
government  says  it  has 
revoked  many  of  them, 
but  has  never  given  a 
full  accounting.  Now 
the  Communist-domi- 
nated parliament  has 
launched  an  investiga- 
tion into  exemptions, 
while  Moscow  Mayor 
Yuri  Luzhkov  has  called 
for  their  abolition.  Even 
the  Intemational  Mone- 
tary Fund  is  concerned. 
It  is  withholding  pay- 
ments of  a  $10  billion 


three-year  loan  until  Russia  improves 
its  tax  collection.  Russia's  economy  is 
"chock-full  of  exemptions  and  special 
deals,"  complains  an  IMF  official. 

Thanks  to  these  deals,  the  charities 
have  been  easy  prey.  The  exemptions  al- 
lowed charities  to  import  and  export 
goods  duty-free  and  to  operate  for-prof- 
it businesses  without  paying  taxes.  The 
Afghan  veterans'  fund  earned  $200  mil- 
lion last  year  from  duty-free  import  of 
alcohol  and  cigarettes  as  well  as  con- 
struction, trucking,  and  manufacturing 
safes  and  steel  doors.  But  investigators 
say  the  mafia  siphoned  off  up  to  80%. 
The  criminals  killed  anyone  who  got  in 
the  way,  the  veterans'  group  claims. 
The  cemetery  bombing  took  place  at  a 
service  for  the  fund's  past  president, 
killed  in  a  mafia  attack  two  years  ago. 

The  Society  of  the  Deaf  built  up  an 


Who's  Profiting  from  Tax  Breaks 


NATIONAL  SPORTS 
FOUNDATION  Used  customs 
exemptions  to  become  Russia's 
biggest  alcohol  importer,  costing 
the  government  $220  million 


ALL-RUSSIAN  SOCIETY 
OF  THE  DEAF  Allowed  to  import 
$160  million  worth  of  consumer 
goods  duty-free  over  two  years 

RUSSIAN  ORTHODOX  CHURCH 


monthly  m  jost  revenue  _  |mported  Clgarettes  duty.free  as 


RUSSIAN  FUND  FOR  INVALIDS 
OF  THE  AFGHANISTAN  WAR 

Earned  $200  million  last  year 
from  duty-free  imports  and  tax- 
exempt  businesses 


"humanitarian  aid"  and  owns  a 
40%  stake  in  a  $2  billion-a-year 
oil  trading  company  with  export 
privileges. 

DATA  BUSINESS  WEEK 


equally  lucrative  business.  But  itjlso 
made  fatal  mistakes.  When  the  seetv 
was  allowed  to  import  $160  milli™ 
goods  duty-free  at  the  end  of  1993,  'Hj 
nessmen"  appeared,  offering  to  fiipe?; 
the  operation.  Then  the  outsiderwJ/ 
manded  control  and  handed  overnsti 
4%  of  profits.  "The  people  who  havfteL 
money  set  the  conditions,"  says  Vkfl 
Rukhlyedev,  the  society's  vice-presiM 
HOLY  SMOKES.  Even  the  RussiariM 
thodox  Church  has  climbed  ontcH1 
tax-exemption  gravy  train.  Thereknoi 
sign  that  organized  crime  has  peneM 
ed  the  Church,  but  it  has  been  qiMWi 
building  its  own  business  empirdfai 
1994,  Yeltsin  allowed  the  Church  tfi?" 
port  10,000  tons  of  cigarettes,  wortfti 
estimated  $75  million,  duty-free  asH 
manitarian  aid."  The  Church  didn'tjbl) 
the  cigarettes,  but  passed  them  c;  to 
other  groups  that  sold  them  and' 
posited  part  of  the  proceeds  in  the  id- 
gets  of  Church  organizations.  Whenhe 
arrangement  was  leaked  to  the  Rufjan 
press  last  summer,  Patriarch  AlexI'II 
said  he  didn't  know  about  it. 

Meanwhile,  the  Church  is  ventuB 
into  other  businesses.  It  is  a  fouler 
and  40%  shareholder  in  Internatiiji 
Economic  Cooperation,  an  oil  tratap 
company  that  gaR 
access  to  state  pipe  it1 
in  exchange  for  giviHi 
share  of  profits  to  clar- 
ity. Now,  it  is  heljBj 
to  renovate  the  Kjfegf 
lin.  Yeltsin  allows  % 
gious  groups  to  wjSte 
off  profits  used  tow 
store  historic  buildifs. 

Such  deals  r|se 
doubts  that  the  Kretu: 
will  stop  handing  ui 
tax  favors  soon,  mtf 
exemptions  smell  o: 
cronyism.  One  of  |w 
biggest  went  to  the  fa- 
tional  Sports  FouiH 
tion,  headed  by  YeltSfe 
tennis  partner.  Stilii 
other  cases,  Yelp 
wanted  to  help  c# 
strapped  charities  w 
themselves.  Like  p 
much  else  in  the  i|w 
Russia,  corrupt|n. 
greed,  and  violencep- 
tertwined  to  blacpt 
the  effort.  Russian  cjll 
ities,  and  maybe  epo 
the  Church,  couldbe 
stalked  by  criminalspi' 
years  to  come. 

By  Carol  Matm 
in  Mosm 
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Monkey 
mi  your 

low  to  choose 
he  hardware 
vhen  you've 
ilready 
chosen 
Vindows  NT: 


If  you're  compiling  a  short  list  of 
Windows  NT  hardware,  based 
on  the  Intel    Pentium'  or 
Pentium  Pro  Processor, 
take  note:  Only  one  -  Digital  - 
has  developed  a  line  of 
servers,  workstations,  desk- 
tops, and  notebooks  that 
was  literally  born  to  run  Windows  NT. 

One  more  point  to 
jot  down:  Our 
heritage  in  multi- 
vendor  integration 
Prions" ZX  an^  enterprise-level  comput- 

ing makes  us  uniquely  qualified  to 
help  you  migrate 
smoothly  to  this 
robust  operating 
system.  Add  the  fact 

that  we  have  utilized  Celebris  a 

our  alliance  with  Microsoft'  to  offer 
you  unparalleled  service 
and  support,  and  your 
choice  becomes  even  easier. 
Remember,  you  chose 
Windows  NT  to  let  your 
users  access  mission-critical  data 
from  their  desktops  and  notebooks. 

"  Make  sure  your  new 
hardware  is  up  to 
WHATEVER  IT  TAKES    the  tasL  For  your 

nearest  reseller,  call  l-800-DIGITAL,  or 
visit  w w w. w i n d o ws .digital.com. 


Personal  Workstation 
180i  1 20Ui  1 200i: 


mm 


g  Digital  Equipment  Corporation.  1996  Digital,  the  Digital  logo. 
Celebris.  Prions,  and  HiNote  are  trademarks  and  Whatever  It  Takes 
is  a  service  mark  o!  Digital  Equipment  Corporation.  Intel.  Pentium, 
and  the  Intel  Inside  Pentium  Pro  Processor  logo  are  registered 
trademarks  of  the  Intel  Corporation  Microsoft  and  Windows  NT  are 
registered  trademarks  of  Microsoft  in  the  U  S  and  oiher  countries 


International  Business 


BANKING 


IT'S  TOUGH  FOR  AN  OLD  BANK 
TO  LEARN  NEW  TRICKS 

Deutsche  Bank's  radical  transformation  is  proving  painful 

For  many  Wall  Streeters,  this  holiday 
season  will  be  joyful  indeed.  The 
superb  1996  performance  of  the 
U.  S.  stock  market  means  fat  bonus 
checks.  But  at  Deutsche  Bank  North 
America's  New  York  headquarters,  the 
mood  is  grim.  Last  weekend,  its  40  re- 
lationship managers,  whose  job  is  to 
nurture  long-term  ties  with  corporate 
clients,  presented  their  1997  business 
plans  to  senior  management.  All  but 
one  or  two  were  rejected,  and  their  au- 
thors were  told  to  set  higher  goals  for 
equity  and  fixed-income  trading  and 
sales  while  scaling  back  on  commercial 
banking.  The  corridors  are  rife  with  ru- 
mors of  massive  layoffs  by  Christmas. 
"There  are  definitely  people  who  are 
not  very  happy,"  says  a  recently  de- 
parted senior  executive. 

While  not  surprising,  the  pressures 
on  Deutsche's  New  York  staff  once 
again  put  the  spotlight  on  the  German 
giant's  strategy  of  trying  to  create  a 
global     investment     bank  almost 
overnight.  Nervous  about  declining  prof- 
its in  its  core  commercial  business  back 
home,  the  bank  is 
spending  huge  sums 
to  transform  itself 
into  a  go-getter  that 
can   challenge  the 
Morgan  Stanleys  and 
Merrill  Lynches  of  the  world. 


LONDON  HQ: 

Profitability  is  a 
matter  of  whom 
you  talk  to 


But  its 

management  structure  and  corporate 
culture  are  under  strain  from  the  ef- 
fort, and  deep  divisions  among  the 
bank's  key  centers  of  command  could 
be  brewing. 

STAFF  PURGE?  Deutsche  Bank  North 
America  Chairman  Carter  McLelland 
denies  that  a  purge  of  the  1,800-strong 
New  York  staff  is  in  the  works.  He 
says,  however,  that  the  staff  mix  is 
shifting  markedly  away  from  commercial 
banking.  In  fact,  McLelland  hired  600 
people  in  1996,  nearly  all  of  them  from 
the  ranks  of  Wall  Street's  top  firms. 
Thanks  in  part  to  the  high  salaries  such 
bankers  command,  Deutsche's  invest- 
ment banking  division  in  the  U.  S.  is 
not  making  money,  although  DB  North 
America  is  profitable  overall. 

At  Deutsche  Morgan  Grenfell,  the 
London-based  subsidiary  at  the  epicen- 
ter of  the  bank's  changes,  profitability  is 


that  some  Deutsche  bosses  woulqp 
see  dmg  brought  down  a  peg,  tip 
got  caught  in  a  bind  when  Tesw 
Heydebreck,  a  member  of  Deiicl 
management  board,  said  that  D«s 
would  shift  responsibility  of  soup 
management  from  London  to  Frwf 
The  idea  was  to  tighten  controlsfil 
ing  an  embarrassing  scandal  aflj! 
asset  management  arm.  But  that 
ment  prompted  a  rebul&i 
imro,  Britain's  investmeJp 
agement  regulator,  whip 
not  been  consulted.  Dak 
Bank  had  to  withdraw 
comments  amid  snickep 
London. 

A  history  of  such  gafc 
Deutsche  may  be  one  p 
that  Rolf  E.  Breuer  m 
brought  in  to  replace  Chii 
Hilmar  Kopper,  who  reA 
May.  Breuer,  regarded  a» 
ter  communicator,  will  m 
continue  paring  Deutschefe 
mercial-banking  ranks  m 
home  and  abroad  while  If) 
dmg's  new  hotshot  invel 
bankers  happy.  Ultimat* 
up  to  Breuer  to  see  that  ife 
power  struggles  don't  I 
Deutsche's  strategy  to  inl 
Good  luck.  At  least  tvm 
lines  run  through  the  banB 
sonnel.  Old-line  German  bl 
are  upset  that  the  corp« 
is  no  longer  as  loyal  as  it  ■ 
be  to  its  employees,  anl 
are  envious  of  newcomer* 
pay  packages.  Even  some! 
recently  hired  stars  are  I 
be  jealous  of  the  lush  deal* 
to  newer  arrivals. 


CULTURE  CLASH 


Veteran  Deutsche  bankei 
decry  an  erosion  of  company  loyalty  and  are 
envious  of  highly  paid  new  hotshots 


a  matter  of  whom  you  talk  to.  dmg  itself 
won't  release  any  performance  figures. 
One  senior  executive  contends  that  rev- 
enues at  the  investment  bank  will  out- 
strip expenses  by  more  than  $660  mil- 
lion for  the  year,  dmg  chief  Michael  W. 
Dobson  admits  the  bank  spent  $470  mil- 
lion last  year  on  systems  alone.  Other 
sources  say  that  if  dmg  is  profitable, 
that  is  only  because  successful  opera- 
tions such  as  foreign  exchange  trading 
have  been  placed  under  its  aegis. 

Indeed,  Deutsche  has  yet  to  prove 
itself  at  managing  the  rapid  growth  at 
dmg.  In  what  may  have  been  a  sign 


As  many  investment  bankers'  iL 
and  bonus  packages  come  up  forra 
gotiation  at  yearend,  DMG  is  likl 
take  a  tough  line  except  with  itsmd 
successful  producers.  Michael  Cohti,  :! 
London  banker  who  played  a  big  :le 
the  $19  billion  Deutsche  Telekoibi 
vatization  deal,  should  be  handsfie 
rewarded.  But  others  may  be  4a; 
pointed  and  could  spend  the  hola; 
wondering  why  they're  not  workilfi 
a  Wall  Street  bank  where,  this  yj 
least,  the  mood  is  nearly  euphoric 
By  Stanley  Reed  in  London 
Joan  Warner  in  New  York 
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SJEEI.,  INFO  )    CuLAk  )  <•  F*c*  £m  W  <j 

You're  going  to  hear  a  lot  about  competition  between  wireless  technologies.  The  battle  will  be 
fusing,  but  the  winner  will  be  clear.  Only  CDMA  technology  (Code  Division  Multiple  Access)  will  truly 
nge  how  you  communicate  by  providing  a  new  generation  of  digital  wireless  services,  from  cellular 
'CS.  The  spoils  of  victory:  clearer  calls,  no  static,  less  background  noise,  fewer  dropped  calls  and 
:loning.  We  don't  just  offer  CDMA--we  developed  the  technology  and  the  phones.  Now  you  can 
both  at  your  local  wireless  provider.  It's  your  call.  Technology  for  ^V|JALCO/WW 


future.  Or  technology  for  musty  archives.  For  details,  contact  us  at 
://www. qualcomm.com/cdma/  or  1-800-349-4188. 


CDMA  DIGITAL 


where  digital  comes  from. 


WE  PROUDLY  SUPPORT  6  ?R MECg  CDMA  LAUNCHES  IN  THESE  MARKETS:  k 

tin,  Chicago,  Dallas,  Hampton,  Honolulu,  Houston,  Jacksonville,  Miami,  Milwaukee,  New  Orleans,  Richmond,  San  Antonio,  and  Tampa. 


Did  Europe  get  closer, 
or  did  we  get  faster? 

introducing  2-day  service  lo  Europe  by  10:30  a.m.  with  a  money-back  guarantea 


Hold  on  to  your  hats.  FedEx  announces  delivery  to  17  major  business  centers  m 
Europe  by  10:30  a.m.  Which  means  your  letters  and  packages  arrive  a  little  earlier  then 
they  used  to.  Europe  wasn't  always  this  close,  but  today,  it's  the  way  the  world  works. 


The  Way  The  World  Works. 


©1996  Federal  Express  Corporation.  Call  1-800-247-4747  for  details.  TDD:  1-800-238-4461.  http://www.fedex.com 
Check  service  guide  and  addenda  for  details  on  European  cities  and  money-back  guarantee. 


(ternational  Outlook 


;D  BY  ROSE  BRADY 


MTS  PRODI  MAY  BE  DERAILED 
FORE  HIS  REFORMS  GET  ON  TRACK 


an  Prime  Minister  Romano  Prodi  should  have  been 
ibrating  on  Nov.  25.  The  night  before,  after  all,  Euro- 
n  finance  ministers  and  central  bankers  had  agreed  to 
>  Italian  lira  reenter  Europe's  exchange-rate  mechanism, 
ears  after  the  currency  was  pushed  out  into  the  mon- 
cold.  The  move  is  essential  to  Italy's  hopes  to  be  among 
ire  group  of  European  countries  forming  a  single  cur- 
in  1999.  But  a  Rome  magistrate  ruined  Prodi's  party, 
iled  that  he  should  go  on  trial  for  alleged 
of  office  when  he  was  head  of  the  state 
g  company  iri  in  1993. 
di's  legal  problems  are  a  worrying  re- 
r  of  nasty  political  surprises  that  could 
e  his  8-month-old  center-left  government, 
[h  the  Bolognese  economics  professor  is 
;ellectual  slouch,  he's  not  known  as  a 
d  political  operator.  Only  a  few  weeks 
5,  the  government  was  badly  shaken 
Antonio  Di  Pietro,  the  former  prosecutor 
eaded  up  the  Clean  Hands  anticomiption 
igations,  resigned  as  Minister  of  Public 
5  &  the  Environment.  Di  Pietro  is  bat- 
:harges  that  he  may  have  been  illegally 
Sting  friends. 

kDY  WOBBLING.  Such  pressures  are  build- 
st  when  Prodi  needs  to  muster  political 
d  to  push  through  unpopular  reforms, 
is  staked  his  career  on  the  bet  that  Italy  will  fulfill  most 
rigorous  Maastricht  Treaty  criteria  for  monetary  union, 
means  he  will  have  to  slash  everything  from  public 
his  to  medical  programs.  If  Italy  is  kept  out  of  the 
ers'  club  of  monetary  union,  Prodi  says,  "I'll  resign." 
»di's  reform  drive  is  already  looking  wobbly.  Lashing 
back  to  the  European  Union's  exchange-rate  body  is  a 
sary  first  step  before  full  monetary  union.  But  it  is 
ban  onerous  compared  to  what  lies  ahead.  Rome  is 
hooting  budget  targets  by  close  to  $30  billion  this  year. 


GLOBAL  WRAPUP 


UNDER  FIRE 

The  Prime  Minister 
may  face  trial  for 
alleged  crimes 


and  in  1997,  the  budget  deficit  could  be  as  high  as  5%  of  gross 
domestic  product,  far  from  the  3%  mandated  by  Maastricht. 
Already,  Prodi  has  toned  clown  spending  cuts  to  suit  the 
Communist  Reconstruction  Party.  Its  33  parliamentary  votes 
are  key  to  the  survival  of  his  Olive  Tree  coalition.  And  his 
$3.7  billion,  one-time  "Eurotax"  aimed  at  lowering  Italy's 
budget  deficit  could  trigger  a  tax  revolt.  Everyone  from  in- 
dustrialists to  shopkeepers  are  criticizing  the  income  levy 
as  a  gimmick  unjustly  aimed  at  the  well  off. 
WEAK  OPPOSITION.  Prodi  faces  even  greater- 
challenges  next  year.  He  will  need  to  address 
the  no-win  issue  of  reforming  Italy's  generous 
pension  system,  essential  to  getting  the  gov- 
ernment budget  on  track.  But  Giorgi  Radaelli, 
executive  director  of  economic  research  at 
Lehman  Brothers  Inc.  in  London,  is  not  confi- 
dent Prodi  will  meet  his  goals.  "Italy  will 
probably  still  not  make  the  grade  for  monetary 
union  at  the  end  of  the  day,"  he  says. 

As  he  concentrates  government  activity  on 
meeting  the  Maastricht  criteria,  Prodi  is  ig- 
noring other  important  problems.  Precious  lit- 
tle is  being  done,  for  example,  to  open  up 
Italy's  rigid  labor  market.  Italy's  privatization 
program,  on  paper  one  of  Europe's  largest, 
looks  almost  completely  stalled.  And  industri- 
alists consider  Prodi's  policies  a  formula  for  no 
growth  and  more  joblessness. 

Still,  there  is  a  brighter  side.  Inflation,  once  the  scourge  of 
economic  planners,  has  fallen  in  12  months  from  more  than 
6%  to  less  than  3%.  And  while  Prodi  is  politically  weak,  his 
center-right  opposition,  led  by  former  Prime  Minister  Silvio 
Berlusconi,  is  even  weaker.  Prodi  wants  to  be  the  man  who  fi- 
nally drags  Italy  up  to  the  front  ranks  of  Europe.  But  the  po- 
litical obstacles  are  high.  And  Italian  prosecutors  may  have 
another  idea  about  his  place  in  history. 

By  John  Rossant  in  Rome 


TAIN  S  BUDGET 

aying  neither  Santa  Claus  nor 
roge,  Britain's  Chancellor  of  the 
hequer  unveiled  a  cautious  budget 
vfov.  26.  With  an  eye  to  the  upcom- 
general  election,  Kenneth  Clarke 
red  a  1%  income-tax  cut  plus  a 
3  bag  of  indirect  tax  hikes  and 
Actions  that  add  up  to  a  net  give- 
y  of  about  $3  billion.  However, 
rke  says  that  spending  cuts  will 
nk  Britain's  budget  deficit  by 
•e  than  $12  billion,  to  $32  billion— 
>w  3%  of  gross  domestic  product — 


for  the  fiscal  year  that  ends  in  March, 
1998.  Clarke's  goal  is  to  keep  the 
economy  chugging  along  to  give  the 
Tories,  who  trail  Labor  in  the  polls,  a 
chance  of  winning.  Britain  will  likely 
turn  in  2.5%  growth  this  year,  rising 
to  3.5%  in  1997.  But  Clarke  has  also 
been  careful  not  to  roil  the  markets. 
Some  feared  he  would  slash  taxes 
deeper  to  appeal  to  voters.  Says 
Citibank's  chief  economist  in  London, 
Neil  MacKinnon,  "the  tax  cuts  were 
at  the  lower  end  of  expectations,"  and 
markets  are  likely  to  respond  favor- 
ably in  the  days  ahead. 


SWISS  SHAKEUP 

►  Union  Bank  of  Switzerland  is  the 
latest  big  Swiss  bank  to  restructure. 
On  Nov.  26,  UBS  said  it  will  take  a 
one-time  $2.3  billion  charge  to  resolve 
loan  problems  and  will  cut  800  domes- 
tic jobs.  It  will  report  a  loss  of  $387 
million  this  year.  CEO  Mathis  Cabi- 
allavetta  believes  the  housecleaning 
will  boost  profits  to  $2  billion  next 
year  and  return  on  equity  to  12%  by 
1999,  from  7.5%  last  year.  But  Stan- 
dard &  Poor's  put  the  bank's  prized 
AAA  long-term-debt  rating  on  watch. 
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TRANSPORTATION 


THE  STARTUPS 
START  TO  STALL 

They're  faltering  in  the  face  of  the  majors'  counterattack 


Earlier  this  year,  the  renaissance 
of  the  low-cost-airline  industry 
was  the  talk  of  investors  and  con- 
sumers alike.  Feisty  startups  such 
as  ValuJet,  Western  Pacific,  and  Kiwi 
had  sprung  up  to  challenge  the  big  car- 
riers in  many  markets,  lowering  prices 
in  their  wake.  But  when  a  ValuJet 
plane  crashed  in  the  Everglades  in 
May,  the  fortunes  of 
other  upstart  airlines 
seemed  to  plummet 
with  it. 

Months  later,  it's 
clear  that  the  ValuJet 
effect  was  just  a  small 
part  of  the  industry's 
woes.  With  the  large 
carriers  on  the  attack 
and  regulators  stand- 
ing on  the  sidelines, 
low-cost  airlines  are 
being  pelted  by  a  nev- 
er-ending hail  of  bad 
news.  Kiwi  Interna- 
tional Air  Lines  Inc., 
which  filed  for  Chap- 
ter 11  in  September, 
is  straggling  to  get  off 
the  ground  again.  Ail- 
ing Vanguard  Airlines 
Inc.,  whose  ceo  re- 
signed in  early  No- 
vember, announced  a 
revamping  of  its  routes  on  Nov.  20.  At 
Colorado  Springs  (Colo.)-based  West- 
ern Pacific  Airlines  Inc.,  where  rapid 
expansion  is  devouring  cash,  Edward 
R.  Beauvais  gave  up  his  CEO  post  on 
Nov.  15  but  remains  as  chairman.  And 
tiny  JetTrain  Corp.,  based  in  Aliquippa, 
Pa.,  grounded  its  three  planes  on  Nov. 
12,  citing  cutthroat  competition. 
higher  fares.  It  all  adds  up  to  stormy 
times  for  the  once  spunky  startups — 
and  mi  calm  is  expected  soon.  The 
shakeout  has  also  taken  its  toll  on  in- 
vestors. Vanguard,  which  went  public 
at  $6  a  share  in  October,  1995,  and  rose 
to  more  than  11  by  May,  is  now  trading 
at  about  2%.  Western  Pacific  is  at  about 
9%,  down  from  nearly  25  a  year  ago. 


Consumers,  too,  have  suffered.  In  Oc- 
tober, the  General  Accounting  Office 
(GAO)  issued  a  report  showing  that  1995 
ticket  prices  at  10  of  the  largest  air- 
ports were  almost  one-third  higher 
than  elsewhere,  partly  because  of  ag- 
gressive moves  by  the  large  carriers 
that  dominate  them.  When  Midway 
Airlines  Corp.  pulled  out  of  Chicago- 


This  time  was  supposed  to 
ferent.  At  startups  such  as  Var 
whose  ex-CEO,  Robert  J.  McAdc 
the  chief  financial  officer  at  Peojj 
press,  executives  argaed  that  the 
experience  would  help  avoid  t  he  I 
drafts.  But  in  many  cases,  hisf 
repeating  itself.  "I  don't  see  aj 
learning,"   says   Michael  Ro{ 
founder  of  America  West  Airlinj 
and   president   of  consultinj 
Roberts,  Roach  &  Associates. 
YIELD  MANAGEMENT.  Why  have ! 
gone  so  awry  so  quickly?  BegiJ 
the  majors,  which — unlike  the  | 
ups — seem   to   have  learned 
lessons.  After  dumping  unproj 
routes  and  slashing  costs  in  the 
1990s,  the  big  carriers  are  healtl] 
hell-bent  on  defending  their  turf 
they're  using  sophisticated  yielc 
agement  systems  that  allow  th| 
match  low-cost  carriers'  fares 


A  host  of  airlines-such  as  Kiwi,  which  idled 
most  of  its  planes  in  October  after  filing  for 
Chapter  11  protection-are  struggling  to  survive 


0 


New  York  LaGuardia  in  early  1995,  for 
example,  the  cheapest  round-trip,  sev- 
en-day advance  purchase  fare  skyrock- 
eted from  $124  to  the  $1,144  currently 
offered  by  United  Air  Lines  Inc.  and 
American  Airlines  Inc. 

The  pattern  is  somehow  familiar.  Af- 
ter the  industry's  1978  deregulation, 
the  first  boomlet  of  startups — airlines 
such  as  People  Express  and  Air  Flori- 
da— emerged  out  of  nowhere  to  take 
on  the  giants.  They  flourished  quickly, 
then  succumbed  to  overexpansion  and 
brutal  competition.  Of  34  carriers  that 
began  scheduled  jet  service  between 
1978  and  1992,  only  two  remain,  says 
consultant  Michael  J.  Boyd  of  Aviation 
Systems  Research  Corp. 


tively.  They're  giving  travel  afl) 
bonuses  to  steer  traffic  their  wayB 
United  and  Delta  Air  Lines  hav« 
ated  lower-cost,  low-fare  "airlines  mfr 
in  an  airline"  to  directly  challenge 
startups.  "The  majors  have  drawB 
line,"  says  an  exec  at  one  big  carH 
In  October,  for  example,  VandP 
decided  to  begin  flying  the  DA 
Cincinnati  route  that  AmericanH! 
withdrawn  from  two  years  earlierR 
no  sooner  had  Vanguard  started  ij§> 
four  weekly  flights,  says  McAdoo,p 
American  announced  plans  to  retff 
the  market.  Fearing  the  worst,  m 
guard  pulled  out.  When  Vanguard* 
gan  Dallas- Wichita  service,  AmejP 
added  jets  on  the  route  it  had  M 
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serving  with  slower  turboprops.  Van- 
guard has  complained  to  the  Trans- 
portation Dept.,  alleging  predatory  be- 
havior. "All  we're  doing  is  competing," 
says  Michael  W.  Gunn,  American's  se- 
nior vice-president  for  marketing. 

Moreover,  the  GAO  report  says  big 
carriers  are  hurting  new  entrants  by 
increasing  their  hold  on  gates  and  land- 
ing slots  at  large  airports  such  as  those 
in  Washington  and  New  York.  Where 
upstarts  have  gained  access,  the 
gao  says  they've  been  given  less 
desirable  times  and  charged  high 
prices  for  the  slots.  Startups  also 
complain  that  the  majors  are 
smothering  them  with  added  ca- 
pacity and  cut-rate  fares.  A 
Transportation  official  says  the 
department  has  received  a  steady 
stream  of  complaints  in  the  past 
few  years,  but  charges  are  tough 
to  prove.  Airline  observers  say 
they  can't  recall  any  official  gov- 
ernment actions  taken  against  a 
major  carrier,  although  there  have 
been  informal  warnings.  The  re- 
sult, complains  a  Kiwi  spokesman, 
is  that  "the  consumer  gets 
screwed  and  the  business  traveler, 
too." 

But  the  fledgling  carriers  also 
bear  plenty  of  blame  for  their 
current  spate  of  troubles.  Too 
rapid  expansion  is  one  common 
problem.  ValuJet  Airlines  Inc.,  for 
instance,  found  its  maintenance 
and  training  stretched  too  thin. 
Now,  some  fear  Western  Pacific, 
which  has  lost  $3  million  so  far  in 
1996,  is  overextending  itself.  The 
15-plane  airline  has  boosted  ca- 


ling  costs.  Some  "confuse  low  prices 
with  low  costs,"  he  says. 

And  some  expenses,  such  as  fuel  and 
equipment,  have  been  on  the  rise. 
Robert  Iverson,  former  chief  executive 
of  Kiwi,  says  aircraft  leasing  rates  are 
up  nearly  50%  from  a  year  ago  and  in- 
surance costs  have  risen  70%  since 
1994.  Financing,  too,  is  becoming 
scarcer.  The  first  half  of  the  1990s  "was 
a  pretty  good  period"  for  startup  capi- 


pacity  33%  this  year  and  is  start- 
ing a  commuter  operation.  But 
Western's  unrestricted  cash  has 
fallen  to  about  $20  million  from 
$50  million  after  last  year's  ini- 
tial public  offering.  Says  Chair- 
man Beauvais:  "We're  a  very  sound 
company." 

CAPITAL  SHORTAGE.  The  new  entrants' 
woes  might  get  more  attention  if  it 
weren't  for  Southwest  Airlines  Co.,  the 
longtime  low-fare  leader.  "They're  the 
most  important  single  element"  for 
maintaining  competition,  says  a  Trans- 
portation official.  Indeed,  a  department 
report  issued  last  spring  noted  that 
most  of  the  $6.3  billion  that  Americans 
saved  last  year  through  low-fare  air- 
lines came  thanks  to  Southwest.  D. 
Roger  Ferguson,  a  former  Eastern  Air 
Lines  executive  who  is  now  working 
to  launch  a  new  Des  Moines-based  car- 
rier, AccessAir,  says  few  upstarts  un- 
derstand Southwest's  focus  on  control- 


TURBULENCE  FOR  STARTUP  AIRLINES 

KIWI  After  filing  for  Chapter  11,  the  Newark 
(N.J.)-based  carrier  stopped  flying  on  Oct.  15. 
With  15  planes  mostly  idle,  it's  struggling  to 
restart  with  new  financing. 

VALUJET  After  fatal  crash 
in  May,  limited  operations 
resumed  on  Sept.  30  to 
just  seven  cities.  It  wants 
an  FAA  nod  to  grow  from 
15  to  30  planes  by  March 
but  is  finding  it  tougher  to 
fill  seats. 

VANGUARD  The  Kansas  City  carrier  is  scram- 
bling to  survive  after  low  fares  from  American 
and  other  majors  drove  it  out  of  routes  such  as 
Dallas-Cincinnati.  With  cash  low  and  losses 
mounting,  the  CEO  resigned  in  November. 

WESTERN  PACIFIC  Rapid  expansion  is  gob- 
bling cash  at  the  Colorado  Springs  (Colo.)  start- 
up. With  United  fighting  back  aggressively,  it 
has  lost  nearly  $3  million  so  far  in  1996. 

RENO  AIR  One  of  few 

startups  still  going 
strong,  Reno  has  post- 
ed six  straight  prof- 
itable quarters  by 
building  strong  hubs 
away  from  the  majors' 


key  markets.  Still,  Reno 


plans  to  slow  growth  in  1997. 


tal,  says  Cameron  R.  Burr,  head  of 
Burr  &  Associates  Inc.,  an  aviation  ad- 
visory firm  that  invested  in  Vanguard's 
ipo.  Now,  the  major  carriers  "have  the 
time,  the  energy,  and  the  resources  to 
compete.  It's  difficult  to  secure  a 
niche." 

Still,  despite  the  bumpy  ride,  not 
every  carrier  has  lost  altitude.  Ana- 
lysts and  rivals  alike  praise  Reno  Air 
Inc.,  which  started  in  1992  after  other- 
small  airlines  serving  Reno  were  gob- 
bled up  by  majors  such  as  rjSAir  and 
American,  which  then  cut  nonstop  ser- 
vice and  raised  fares.  Reno  Air  seems 
to  have  found  a  niche  by  avoiding  the 
West  Coast  hubs  of  Southwest  and 
United.  It  wisely  pulled  out  of  routes 


where  it  couldn't  match  Southwft 
built  up  hubs  in  Reno  and  SaxjJi 
which  American  left  in  1993.  "Tl) 
been  very  agile,"  says  SouthweS  i 
Herbert  D.  Kelleher. 

The  result:  Reno,  with  expectfg 
revenues  of  $350  million,  has 
six  straight  quarters  of  profits  af 
stockpiled  some  $30  million  ir 
ceo  and  chairman  Robert  W. 
says  aircraft  lessors  are  making  ; 
readily  available  and  no 
demand  that  Reno  pay  the  jfe 
rates  associated  with  great«| 
Still,  after  35%  growth  thifcg 
Reding  is  applying  the  bpeP 
adding  just  two  or  three  plaff 
1997  so  he  can  focus  on  prJpj 
"NASTY  AND  TOUGH."  Mar 
lieve  that  ValuJet,  too,  wikiM 
vive,  despite  the  airline's 
month  forced  shutdown.  Onto 
of  the  industry's  most  proBf 
carriers,  with  operating  m.|gi) 
of  more  than  30%,  ValuJeHi 
$22  million  in  the  third  qijrte 
Still,  the  airline  had  a  heftjflV] 
million  in  cash  to  tide  it  fev< 
Kelleher  contends  that  svml 
stories  such  as  Reno  and  Vpi 
prove  that  some  carriers  ftr 
learned  from  their  predecetor 
mistakes. 

Others,  though,  are  givim) 
the  game.  Iverson  blames  liwi 
troubles  on  a  lack  of  capill  ! 
execute  its  marketing  plan,  safe 
the  airline's  pilot-owners  \fii\ 
not  give  control  to  outsider 
vestors  to  get  the  needed  u 
He  says  a  startup  needs  atj{8< 
$3  million  to  $5  million  peiai!  ■ 
plane  up  front  to  survive.Bu 
don't  expect  him  to  try  aj$M 
Now,  he's  stalling  a  charteiwv! 
rier.  "I'd  never  go  back  pit* 
scheduled  business,"  he  say  '' 
decided  I  needed  to  sleefe 
night." 

For  every  Iverson,  however,  th«: 
a  Mark  W.  'McDonald,  ceo  of  Na3t 
Air  Express,  to  prove  that  m 
springs  eternal  in  the  airline  busi:» 
Eight  days  after  the  ValuJet  ci 
Nations  Air  shut  down  its  schecw 
service  to  Pittsburgh,  Philadelphia.^ 
Boston.  Now,  McDonald  is  floatiw 
$5  million  private  placement  to  m>n 
scheduled  service.  "We  know  its. 
nasty  and  tough  fight,  but  we'lll 
ready  for  it  when  we  return,"  he  m 
And  he  won't  be  alone,  despite  th«ir. 
creasingly  unfriendly  skies  for  startpf 

By  Wendy  Zellner  in  Dallas,  ii 
Susan  Chandler  in  Chicago  and  DW 
Greising  in  Atlanta 
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ACCOUNTING 


BEAN  COUNTERS  GET 

AN  EARLY-WARNING  SYSTEM 

Will  new  auditing  standards  serve  to  detect  fraud  sooner? 

Phar-Mor.  Leslie  Fay.  zzzz  —  
Best.  Kendall  Square  Re- 
search. Crazy  Eddie.  Mini- 
Scribe.  Kurzweil  Applied  Intelli- 
gence. New  Era.  The  savings  and 
loan  crisis.  First  Executive.  The 
list  of  notorious  financial  frauds 
and  scandals  in  recent  years  goes 
on  and  on.  And  in  each  instance, 
angry  investors  and  an  incredu- 
lous public  were  left  wondering: 
Where  were  the  auditors? 

For  the  auditors,  that  has 
proven  to  be  a  mighty  expensive 
question.  In  the  wake  of  those  and 
other  scandals,  lawsuits  against 
the  green-eyeshade  types  soared. 
Burned  investors — and  with  the 
s&ls,  government  regulators — ar- 
gued that  accountants  who  did  lit- 
tle to  unearth  questionable  prac- 
tices were  just  as  liable  as  the 
corporate  execs  actually  misrep- 
resenting the  numbers.  And  often 
they  won:  Accounting  firms  have 
spent  upwards  of  $1  billion  to  set- 
tle civil  lawsuits  since  the  early 
1990s. 

Now,  accountants  are  fighting 
to  restore  their  tarnished  reputa- 
tion— and  maybe  protect  their 
pocketbooks  at  the  same  time. 
They,  too,  have  concluded  that  the 
industry's  fraud-detection  rules  simply 
aren't  working.  After  three  years  of  de- 
bate, the  American  Institute  of  Certified 
Public  Accountants'  Auditing  Standards 
Board,  a  self-regulatory  body  that  sets 
mandatory  guidelines  for  U.S.  auditors, 
has  just  issued  a  much-heralded  new 
standard  meant  to  improve  the  indus- 
try's track  record.  Set  to  go  into  effect 
in  mid-December,  1997,  the  standard 
sets  far  tougher  guidelines  for  auditors 
assessing  the  risk  of  fraud  when  con- 
ducting an  audit.  "We  had  a  number  of 
situations-  where  CPAs  didn't  live  up  to 
their  responsibilities,"  concedes  Dan 
M.  Guy,  vice-president  of  professional 
standards  at  the  aicpa.  The  existing 
standard  "obviously  didn't  do  the  job." 

The  new  standard  will  require  audi- 
tors to  look  for  a  lengthy  list  of  "risk 
factors"  found  in  previous  cases  of  chi- 


Some  suspect  that  the 
new  requirements  are 

little  more  than  a 
public-relations  ploy 


canery  (table,  page  70).  Is  management 
being  hyperaggressive  in  pursuit  of 
overly  ambitious  financial  targets?  Does 
a  sharp  mismatch  exist  between  re- 
ported earnings  and  cash  flow?  If  the 
risk  factors  point  to  a  greater  likelihood 
of  fraud,  auditors  will  be  required  to 
delve  more  deeply. 

It  looks  great — on  paper.  But  will  au- 
ditors reallv  detect  more  frauds?  Some 


are  skeptical  that  the  new  requireM 

are  meant  to  do  much  more  th» 
prove  public  relations  and  deflecB 
suits.  They  note  that  a  prior  staB 
issued  in  1988,  covered  similar  gfl 
"There's  nothing  new  in  here,'™ 
Abraham  Briloff,  emeritus  profesH 
accounting  at  City  University  ofl 
York.  "It's  like  chicken  soup:  It  I 
hurt,  but  it  won't  help  much."  1 
shareholder  activist  Nell  Minow  ofra 
Inc.:  "It  smells  like  bolting  thejf 
door  after  the  horses  are  gcp1 
But  the  standard's  defep 
claim  it  will  be  far  more  eff# 
than  its  1988  predecessor,  tb 
was  the  first  that  required  or 
tors  to  actively  search  for  iw 
Trouble  was,  it  was  vague  I 
how  they  should  go  about  m 
vague  that  it  barely  even  I 
tioned  what  accountants  ca$ 
"F"  word.  As  a  result,  thefj 
standard  has  been  applied  I 
heartedly.  "We  still  don't  see  m 
evidence  that  a  lot  of  attent  jS 
being  paid  to  fraud  by  man  ai 
ditors,"  says  Jerry  D.  Sullivaie 
ecutive  director  of  the  Pi 
Oversight  Board,  an  indepeili 
accounting  body  that  works! 
the  Securities  &  Exchange  % 
mission  in  evaluating  audits,  ja 
KEY  CHANGE.  By  mandatingp 
cific  steps  auditors  must  fees 
backers  of  the  new  standard  I 
to  change  that.  To  prevent  l| 
_  ing,  for  the  first  time  audbi 
must  document  how  they  ass(S( 
the  risks.  The  guidelines  Is 
strengthen  the  requirement  ai 
auditors  step  back  and  coni 
whether  a  company's  overall 
havior  demonstrates  potenti£|f 
fraud,  rather  than  just  lookin 
individual  indicators,  such  as  receiv;| 
or  inventories.  If  a  ceo  is  pushing  i 
agers  to  achieve  unrealistic  earrjj 
gains,  for  example,  or  if  the  compailj 
posting  unusually  large  yearend  salfj 
should  sound  alarms.  "Instead  of  a 
ulous  and  unspecified  means  of  tea 
for  fraud,  now  you've  got  a  check] 
says  William  H.  Coyle,  a  former  au< 
who's  now  an  accounting  professoj 
Babson  College  in  Wellesley,  Mass.  1 
is  a  significant  change." 

Yet  some  critics  contend  that  ev« 
they  do  improve  audit  procedures,  sj 
dards  can't  mandate  essential  quail 
such  as  integrity  and  skepticism." 
this  going  to  change  people's  beha! 
by  forcing  a  second-rate  performer  § 
a  better  job?"  asks  Howard  M.  Scl 
an  accounting  professor  at  Amer; 
University.  "Almost  certainly  not.  | 
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good  auditors  will  probably  re- 
main good,  and  the  bad  ones 
will  remain  bad." 

Others  contend  the  stan- 
dard fails  to  address  the  real 
problem:  the  often-cozy  rela- 
tionship between  auditors  and 
management.  Accounting  firms 


SLEUTHS  IN  GREEN  EYESHADES 

Recent  lawsuits  have  held  accountants  liable  for 
failing  to  unearth  corporate  fraud.  New  standards  will 
require  auditors  to  look  for  red  flags  like  these: 

►  Excessive  management  interest  in  boosting  the  stock 


ply  walk  away  from  m 
tially  troublesome  cm 
Take  the  Phar-Mor  Incl 
where  a  group  of  mam 
was  convicted  of  vastly! 
stating  the  value  of  the| 
store  chain's  inventory, 
fallout,  Coopers  &  Lyl 
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questions,  these  critics  believe, 
because  they're  trying  to  sell 
more  lucrative  tax  and  con- 
sulting services  to  these  same 
companies.  "[They]  are  using 
the  audit  as  a  loss-leader," 
says  Melvyn  I.  Weiss,  a  senior 
partner  at  Milberg,  Weiss, 
Bershad,  Hynes  &  Lerach. 
"Until  the  firms  make  the  au- 
dit an  important  part  of  their 
real  service,  they  will  continue 
to  get  into  trouble." 
TWO-EDGED  SWORD.  There's 
one  place  the  new  standard  will  defi- 
nitely have  an  impact:  in  the  courtroom. 
But  it  may  be  a  two-edged  sword. 
Firms  that  fail  to  spot  and  act  on  the 
risk  factors,  or  that  apply  the  standard 
mechanically,  could  really  get  slammed. 
But  those  who  adhere  closely  to  the 
new  standards  could  gain  a  valuable 


►  Unduly  ambitious  financial  targets  set  by  manage- 
ment for  operating  personnel 

►  Inability  to  generate  cash  flow  from  operations  while 
reporting  earnings  growth 


undisclosed  settlemenj 
lenders,  investors,  and  ol 
David  L.  McLean,  c&l'J 
eral  counsel,  says  tha 
firm  did  its  job  properll 
was  itself  fooled  bv  mal 

►  Management  compensation  plans  that  depend  on  hit-         .  0  .  ,   ,      -  ^ 
&     .  r.  r.  r  ment.  But  had  the  new  i 

*^JL?S»^!ye_o^i^ing  or  cash-flaw_^ins   Ust  of  risk  factors  been 

►  Bank  accounts  or  subsidiaries  in  tax-haven  countries,     feet,  McLean  says,  c&l 
without  clear  business  reasons 


►  Significant  or  unusual  transactions,  especially  close 
to  yearend 


shield.  If  auditors  can  demonstrate  they 
looked  hard  for  fraud  but  it  still  eluded 
them,  Weiss  says,  "this  might  be  a  good 
defense.  But  it's  too  early  to  tell.  We'll 
have  to  find  out  if  it's  a  real  standard,  or 
a  way  of  papering  the  file." 

The  risk  of  greater  legal  liability 
may  also  lead  more  audit  firms  to  sim- 


have  shunned  the  projed 
forces  you  to  ask:  Dc 
want  a  client  with  all 
red  flags?" 

In  the  end,  no  standaJ 
matter  how  tough,  is  likely  to  stop 
frauds.  Managers  intent  on  breakirl 
rules  will  find  a  way  to  fool  ever] 
gent  auditors.  So  investors  and 
reading  company  accounts  still  muJ 
ercise  a  variant  on  the  age-old  | 
Caveat  lector. 

By  Mark  Maremont  in 


IT'S  WHERE  THE  DISH 


MONTHLY  PROGRAMMING  COSTS 


USSB 

S«urwt  Satellite  Business  N*wi 


VISA 


TO  ORDER  YOUR  COMPLETE  SYSTEM 
AND  A  YEAR  OF  PROGRAMMING  CALL 


I  Nov 

icy  hud 


Limited  Ti 

uarunlee  hup:, 


OUR  PROGRAMMING 
SAVINGS  LAST  FOREVER. 

In  August,  ll)%,  DISH  Network  announced  the  most  affordable  satellite  1 
system  ever  $W  DIRECTV  followed  with  a  gimmicky  $200  check  in  the  m; 
rebate  to  try  to  be  competitive 

What  lhe\  didn't  and  couldn't  respond  to  is  the  rest  of  our  story  \amel' 
programming  isn't  that  win  you  watch  TV? 

Our  basic  programming  package  is  called  America's  Top  SO  CD?"  It  include 
your  St)  favorite  TV  channels -including  The  Disney  Channel -plus  30  channels  o 
digital  qualm  audio-for  only  $300  a  year  (that's  $>S  a  month)1 

W ITH  THE  DISH  NETWORK  VOL  I.I.  SAVE  $155 
YEAR   OVER   THE   COMPARABLE   PACKAGES  FRO* 
J  DIRECTV/USSB  EVEN  MORE  II  VOL  HAVE  TYPICAL  CABLE 
d  J  WD  101  RE  COIN!,  TO  SAVE  THIS  YEAR.  NEXT  YEAR 

I  y      EVERY  YEAR! 

-v^V^HiB^a     s"     s>"  '"' n  W  lrss  ''an  ahayi 

WBBBB^BB^S/w  1*1*1  'l'ss  and  gel  more  from  The  DISH  Network 


•333-DISH 
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SuperH : 

The  Force  Behir 
Handheld<0£s 


m 


The  age  of  the  Handheld  PC  has  arrived. 
They're  small  enough  to  fit  in  your  palm  yet  with  the  power  to  run 
Windows®  operating  system  applications  and 
seamlessly  link  to  the  desktop. 

And  the  majority  of  them  will  be  powered 
by  Hitachi's  32-bit  SuperH™  RISC  microprocessor,  the  leader  in 
RISC  shipments.  Blazingly  quick.  Yet  as  miserly  with  cost  as  it  is 
with  power  and  space.  No  other  chip  even  comes  close. 

These  are  defining  attributes  in  an  immensely 
lucrative  market.  How  so?  Because  the  Handheld  PC  is  as  much  a 
personal  access  appliance  as  it  is  a  computer.  It  will  allow  a  vastly 
greater  number  of  people  to  enjoy  the  benefits  of  mobile  access  to 
information,  communications  and  entertainment. 

Indeed,  the  future  for  handheld  platforms 
looks  so  promising,  that  Microsoft  developed  the  Windows®  CE 

operating  system  to  run  them.  Together  with 
the  Hitachi  SuperH™  RISC  engine.  The  driving  forces  of  a  truly 
remarkable  revolution. 

"Windows  is  a  registered  trademark  of  Microsoft  Corp. 
"SuperH  is  a  trademark  of  Hitachi,  Ltd. 

HITACHI 

A  TOTALLY  NEW  VISION  httD://www.hitachi.com 


Will  the  warranty  expire 
on  the  truck  ride  over? 


Just  How  Worried  Are 

You  About  Choosing 
the  Right  Business  PC? 

Picking  a  PC  for  your  company  raises  a  lot 
of  questions.  Questions  that  we  can  answer. 
To  see  why  HP  PCs  make  good  business 
sense,  call  us  at  800-322-HPPC,  Ext.  1876.* 
Or  visit  http://www.hp.com/go/vectra. 


FROM  $J  HQ' 


Will  they  be  outdated 
before  the  check  clears? 


you  need  to  issue  new 
to  afford  them? 


FILED  A  CLASS  ACTION  SUIT. 
AIMD  THAT  WAS  JUST  MONDAY. 

It  seems  that  almost  any  routine  management  decision  today  can  lead  to.  a  lawsuit 
And  employees,  customers,  shareholders,  competitors,  even  the  Federal  Govemmen 
are  suing  companies  and  their  executives  personally. 

When  it  comes  to  helping  protect  business  leaders,  many  companies  turn  to  one  of 
the  leading  business  insurers:  Chubb.  Whether  it's  helping  publicly  traded  corpora 
tions  defend  against  a  securities  lawsuit,  covering  privately-held  companies  for  th 
most  common  liabilities,  or  giving  more  than  50,000  not-for-profit  organizations  one 
of  the  most  comprehensive  policies  they  can  get — Chubb  is  an  expert. 
With  more  than  114  years  of  experience,  the  highest  ratings  for  financial  strength 
and  a  global  approach  to  business,  it's  no  wonder  Chubb  has  been  providing  execu- 
tive protection  for  the  Fortune  500  for  more  than  a  month  of  Mondays.  Ask  your 
independent  agent  or  broker  or  call  Chubb  at  1-800-36-CHUBB.  You  can  also  visit 
Our  web  site  at  http://www.chubb.com 


INSURE 
YOUR  WORLD 
luVITH  CHUBB 


For  ^motional  purposes,  Chubb  refers  to  member  insurers  of  the  Chubb  Group  of  Insurance  Companies  underwriting  coverage.  The 
precis&overage  afforded  is  subject  to  the  terms,  conditions  and  exclusions  of  the  policies  as  issued.  Not  all  insurers  do  business  in  all 
jurisdiS&is.  Chubb  Group  of  Insurance  Companies,  Box  1615,  Warren,  NJ  07061-1615. 
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S.  EVERYONE 


CONQUERING 

THE  WORLD  WIDE  o 

WEB  - 

WAS  ONLY  :* 

A  3 

WARM-UR  c 

o 

FIND  ANYTHING, 

ANYWHERE  WITH  ° 

ALTAVISTA™  " 

SEARCH  PRIVATE  Q 
EXTENSIONS. 

AltaVista  now  extends  its  ^ 

Web  leadership  with  Private  ^ 

extensions  for  your  PC,  your  q 

workgroup,  and  your  intranet.  Hi- 
lt's part  of  OnSite  Computing: 

being  able  to  do  business  wher-  >^ 

ever  you  are.  And  it  means  the  >\ 

end  of  wasting  time  locating  ^ 
needed  information. 

See  the  entire  AltaVista  fifT*'* 
OnSite  family  at  our  Web  site, 
where  you  can  download 
free  trial  software,  today. 


©1996  Digital  Equipment  Cbiporation. , 
AltaVista  is  a  trademark  of  Digitat  Equipment  Corp. 


OnSite  Knowledge 


ia  rivals  have  won  a  few 
es  lately.  But  Murdoch's 
il  distribution  clout 
i  still  win  him  the  war 


is  year  was  to  have  been  the  stall 
f  Rupert  Murdoch's  victory  lap.  In 
996,  the  65-year-old  mogul  finally 
TOuld  start  to  integrate  the  elements 
far-flung  empire  to  form  the  first 
global  media  power  with  access  to 
two-thirds  of  the  world's  population, 
ings  of  the  Fox  television  network 
U.  S.  were  expected  to  mushroom 
ired  not  only  the  Super  Bowl  but 
e  World  Series.  Instead,  the  season 
1  rockily,  and  Fox  had  to  quickly 
p  its  schedule.  The  resounding  suc- 
f  Murdoch's  British  Sky  Broad- 
ly Ltd.  satellite-TV  service  was  sup- 


NEWS  CORP.'S 
RUPERT  MURDOCH 


posed  to  be  replicated  soon  in  America 
as  Murdoch  teamed  with  MCI  Communi- 
cations Corp.  to  launch  America  Sky 
Broadcasting  (ASkyB).  But  that  deal 
now  faces  uncertainty  as  MCI  seeks  to 
slash  its  involvement. 

The  October  launch  of  the  Fox  News 
Channel  was  supposed  to  give  Murdoch 
what  he  has  long  craved — the  credibility 
of  a  full-fledged  news  presence  in  the 
U.  S.  Instead,  Fox  News  made  an  un- 
derwhelming debut  as  it  failed  to  gain 
signficant  carriage  from  many  major  U.  S. 
cable  companies.  StaiTV  in  Asia  is  ex- 
pected to  lose  roughly  $100  million  this 
year  and  still  has  not  made  significant  in- 
roads into  China,  its  major  market.  De- 
spite those  setbacks  and  News  Corp.'s 
laggard  stock,  Murdoch  remains  charac- 
teristically upbeat:  "Concerned?  Not  on 
your  life.  Things  are  moving  ahead  and 
we  couldn't  be  more  optimistic." 

But  instead  of  harvesting  his  best- 
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The  Future  Of  Digital  Imaging 

Welcome  to  the  Aficio  series.  From  Ricoh.  Remarkable  copy 
quality.  Increased  productivity.  Greater  reliability.  The  Aficio 
400  Digital  Copier  is  an  entirely  new  w  ay  of  making  black  &  white- 
copies.  Its  digital  brain  gives  you  richer,  crisper  black  &  white  with  a 
whole  new  array  of  image-manipulation  features.  Gome  see  what  we 
can't  show  you  here.  A  real  Aficio  copy.  Call  1  800  63  RICOH  or 
meet  us  at  http://www.ricoh.com 


96  PartnerOl  The  Year 


1WA  Rkoh  <  orpnrjtinii  A\  .m  r.NtRliY  MAK  Partner,  Rjnih  (  wrporanon  h.vs  determined  that  thil  product  meets  the  ENERGY  STAR  guidelines  for  energy  efficiency 
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FOR  OUR  NEXT 

TRICK, 
WE'RE  MAKING 
TIME  AND 
SPACE 
DISAPPEAR. 


CONFERENCE 
ANYWHERE, 
ANYTIME  WITH 
ALTAVISTA"  FORUM. 

Once  again,  we've  extended 
our  Web  leadership — with 
revolutionary  Web-based 
intranet  groupware.  Use  it  to  , 
dynamically  create  and  rein- 
vent teams  of  your  company's  ' 
people,  customers  and  suppli- 
ers. Using  ordinary  browsers. 

It's  another  aspect  of  OnSite 
Computing:  being  able  to  do 
business  wherever  you  are.  , 
See  the  entire  AltaVista  family 
at  our  Web  site/ where  you  can 
download  free  trial  software. 

<B  1994 'Digital  EcpjifinWn!  iJorpcratUmy  /' '  '■  I 
Altetfislo  ii  a  Trpdwntjrk  ofDigi+qf  Equipment'  Corp  -  • , 


is,  Murdoch  is  spending  much  of 
!  these  days  putting  out  fires — 
irking  new  ones — around  the 
Tie  always-contentious  mogul  is 

new  wave  of  lawsuits,  tax  ques- 
;gulatory  challenges,  and  messy 
rattles  from  New  York  to  Tel 

London  to  Sydney.  Combined, 
reaten  to  slow  his  creation  of 
•Id's  first  global  media  network, 
•oblem  with  Rupert  is  that  he 
i  with  his  own  set  of  rules,"  says 
d  media  mogul.  "He  steps  on  a 
>es.  Folks  are  finally  starting  to 
:h.' " 

)RK  NEWS.  The  most  vicious  of 
jnt  battles  began  this  fall,  when 
arner  Inc.  denied  Murdoch's  Fox 
pace  on  its  cable  systems,  most 

in  the  key  Manhattan  market. 
:i  wants  to  reduce  its  stake  in 

because  mci's  pending  merger 
itish  Telecommunications  PLC  will 
!  ability  to  own  a  direct-broad- 
znse.  ASkyB,  key  to  Murdoch's 


long-range  plans,  was  dealt  another  blow 
on  Nov.  19,  when  Time  Warner  and  oth- 
er cable  operators  pressured  the  Feder- 
al Communications  Commission  to  with- 
draw the  license  altogether. 

Murdoch  seems  eager  to  make  even 
more  enemies,  using  an  interview  with 
business  week  as  an  opportunity  to 
pick  a  fresh  fight  with  nbc  Inc.  Mur- 
doch insists  that  John  F.  Welch,  ceo  of 
nbc  parent  General  Electric  Co.,  is  be- 
hind the  whole  Time  Warner  mess:  "I 
think  Time  Warner  caved  to  the  pres- 
sure from  Jack  Welch,  if  you  want  my 
honest  opinion.  It  has  everything  to  do 
with  his  need  to  get  msnbc  launched." 
Time  Warner  made  a  deal  this  fall  to 
expand  distribution  of  nbc's  msnbc 
channel,  and  Murdoch  feels  that  Welch 
personally  persuaded  new  Time  Warner 
Vice-Chairman  Ted  Turner  to  reject  a 
deal  with  Fox  News  Channel  in  favor 
of  msnbc.  Time  Warner  and  nbc  dis- 
pute the  claim. 

But  as  nasty  as  Murdoch's  battles 


The  Murdoch  Effect 

Across  the  globe,  Murdoch's  bold  gambles  force  other  media 
companies  to  take  action: 


994  deal  with 
A/orld  Communi 
is  Group, 
tv  affiliates 
i  from  nbc  to 
Dch's  Fox 


Corp.  announces 
llion  U.S.  satel- 
'  venture  with 
Jistance  carrier 
1995 


CTION 


nbc  complaints  prompt  the  fcc  to  reexamine 
News  Corp.'s  ability  to  hold  U.S.  broadcast  licens- 
p»k      es.  When  it  needs  to  make  a 

deal  with  Murdoch  for  carriage  of 
two  nbc  channels  on  Murdoch's 
Asian  satellite,  nbc  drops  its 
complaint,  and  the  issue  dies 


Time  Warner  and  several  other 
jack  welch     u.S.  media  companies  in  late 
1996  launch  a  fight  to  contest  wici/News  Corp.'s 
eligibility  to  purchase  a  hotly  sought  federal 
satellite  license 


ril,  Murdoch 
ipts  to  negotiate 
venture  with  clt 
satellite-TV 
:e  in  Germany 


Alarmed  at  Murdoch  move,  Bertelsmann 
announces  a  $1  billion  acquisition  of  clt  as  it 
launches  its  own  service 
without  Murdoch 


3  announces  plan 
irket  new 
:hannel  satellite 
:e  in  Britain  with 
h  Telecom 

och  launches 
Jews  cable 
nel  in  U.S. 
tober 

;INESS  WEEK, 
REPORTS 


After  complaint  from  rival 
TeleWest  Communications, 
British  regulators  ban 
the  deal 


S3? 


TED  TURNER 


To  protect  cnn,  Murdoch  says,  Time 
Warner  backs  out  of  a  deal  to  carry 
the  channel.  Murdoch  retaliates  by 
filing  federal  antitrust  suit  and  getting 
New  York  politicians  to  pressure 
Time  Warner  to  change  its  mind 


m  n  e  a  t  l  i  n  q 


get  his 


CHRONOMAT 

The  rugged  and  compact  Chronomat 
was  designed  and  developed  in 
cooperation  with  the  crack  pilots  of 
Italy's  elite  Frecce  Tricolori  flying 
team. 

Probably  the  world's  favorite  up- 
market selfwinding  chronograph,  its 
crisply  technical  good  looks  and 
straight  profile  are  designed  for  total 
functional  convenience.  The  Breitlinc, 
Chronomat:  mastering  time  with  the 
ease  and  efficiency  of  the  Concorde's 
sleek  flowing  lines. 

AUTHORIZED  BREITLINC  AGENT: 


Designed  for  service  in  the  dema 
ing,  split-second  world  of  fight  I 
aircraft,  the  Chronomat  is  eas; 
handle  and  operate,  measuring  tiifr. 
from  '/sth  second  to  12  hours 
providing  intermediate  and  cui 
lative  flying  times  when  needed 
rotating  bezel  with  rider  tabs  car 
used  to  set  a  time  reference 
deadline. 

Available  in  steel,  steel  and 
18K  yellow  or  white  gold, 
strap;  Pilot  or  Rouleaux  bracelet 


inpsv. 
fe 


Jewelers 

L4006  Riverside  Drive 
27  Fashion  Square 
SHERMAN  OAKS,  CA  91423 
(818)  98<>  224(1 


INSTRUMENT  S      FOR  PROFESSIONAL* 
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her  media  companies  may  get, 
such  a  stranglehold  on  distribu- 
>und  much  of  the  globe  that  he's 
)  get  his  way  in  the  end.  When 
Inc.'s  Nickelodeon  wanted  dis- 
n  on  BSkyB,  it  was  forced  to 
[urdoch  a  50%  stake  in  the 
version  of  the  channel.  Viacom 
mner  M.  Redstone  complained 
ar  about  it  but  went  through 
i  e  arrangement, 
though  NBC  successfully  com- 
to  the  fcc  that  News  Corp.,  as  a 
entity,  owned  too  many  TV  sta- 
i  the  U.  S.,  it  dropped  its  com- 
ast  year  when  it  badly  needed 
3  channels  to  be  earned  on  Mur- 
Hong  Kong-based  Stairv.  "The 
id  become  personal,  and  my  con- 
as  that  it  had 
,r  enough.  We 


your  programming  is,"  says  another  ri- 
val media  exec,  "if  Murdoch  can  keep 
anyone  from  seeing  it." 

Murdoch  retaliated  against  Time 
Warner  just  days  after  it  rebuffed  his 
Fox  News  Channel  by  putting  on  hold 
the  British  launch  of  wbtv — The  Warn- 
er Channel.  And  Murdoch  is  showing 
no  sign  of  relenting  in  his  jihad  against 
Time  Warner.  "We  do  a  lot  of  business 
together.  If  we  need  to,  we  will  turn 
up  the  pressure.  They  need  distribu- 
tion, after  all,"  says  Murdoch. 
LARGER  MENU.  That's  one  of  the  rea- 
sons Time  Warner  is  asking  the  fcc  to 
overturn  mci's  license.  A  Murdoch-based 
satellite  delivery  system  in  the  U.  S. 
could  be  a  potent  rival  to  Time  Warner 
and  other  cable  companies  that  cannot 
yet  offer  the  same 
200-plus  channels  and 


ate  in  a  world 

Recent  megamergers  digital  quality  as 


we  bump  into 
,her,"  and  let- 
e  feud  bubble 
asn't  construc- 
ays  nbc  ceo 
C.  Wright, 
in  their  ef-   

0  block  Mur- 

round  the  world,  other  media 
lies  are  buying  time  to  mount 
attacks.  Many  of  the  seismic  me- 
tis in  recent  years — from  Walt 
Co.'s  acquisition  of  CapCities/ABC 

Time  Warner's  just-completed 
;ion  of  Turner  Broadcasting  Sys- 
c. — have  come  about  in  part  to 
Murdoch's  empire  (table).  His 

reach,  combined  with  a  cash 
)f  nearly  $3  billion  and  30%  vot- 
trol  of  News  Corp.,  give  him  un- 

1  power  to  control  whether  the 
Channel  will  be  seen  in  India 

ner  Network  Television  will  be 
ast  in  Latin  America. 
EEPER.  Worried  earlier  this  year 
lurdoch  might  grab  Europe's 
t  and  most  profitable  commercial 
npany,  Compagnie  Luxembour- 
de  Telediffusion,  German  media 
lertelsmann  outmaneuvered  News 
,o  seal  an  alliance.  Disney,  fearing 
Corp.  and  other  growing  foreign 
companies  would  limit  the  for- 
istribution  of  the  Disney  Chan- 
>ught  Cap  Cities  in  part  for  its 
etwork,  which  is  highly  desirable 
is.  Disney  could  then  link  its  own 
il  with  the  immensely  popular 
channel  in  international  distribu- 
leals,  says  Disney  Chairman 
•1  D.  Eisner.  Still,  Murdoch's  own- 
of  so  much  distribution  world- 
eeps  even  bulked-up  competitors 
ie:  "It  doesn't  matter  how  good 


have  largely  been 
designed  to  thwart 
Murdoch's  march 


ASkyB.  And  to  win 
market  share  from 
the  small  army  of 
satellite-delivery  sys- 
tems already  doing 
business  in  America, 
Murdoch  plans  to  of- 
fer programming 
from  his  other  sei"vices  and  local  TV  sta- 
tions— something  that  DirecTV,  part  of 
General  Motors'  Hughes  unit,  and  others 
can't  yet  do.  "And  we  intend  to  have  a 
very  special  price  for  Time  Warner  sub- 
scribers as  well,"  says  ASkyB  Chair- 
man Preston  Padden. 

To  get  ASkyB  into  orbit,  Murdoch 
will  likely  need  another  partner  to  take 
mci's  place.  Murdoch  says  he  has  been 
talking  to  telephone  companies  about 
joining  and  is  mulling  a  public  offering 
to  raise  some  of  the  cash.  Tele-Commu- 
nication Inc.'s  recent  decision  to  spin 
off  its  satellite  operations  into  a  separate 
company  could  allow  him  to  merge  the 
two  operations.  "With  [tci  ceo]  John 
C.  Malone,  you  never  want  to  say  it 
can't  be  done,"  says  Murdoch. 

The  question  for  fellow  moguls  is 
whether  anyone  can  stop  Rupert  Mur- 
doch. Time  Warner  stopped  him  in  New 
York — for  now.  But  Murdoch  responded 
with  an  antitrust  lawsuit  and  used  his 
influence  with  local  politicians  to  cause 
Time  Warner  a  great  deal  of  grief. 
Eventually,  Time  Warner  will  be  forced 
to  back  down,  vows  Murdoch:  "The  fact 
is,  we've  never  been  doing  better.  We're 
going  to  win  this."  For  Murdoch,  spats 
and  battles  around  the  globe  are  just 
pesky  delays  in  Ms  grand  plan. 

By  Ronald  Grover  in  Los  Angeles, 
with  Elizabeth  Lesly  in  New  York, 
David  Lindorff  in  Hong  Kong,  and  bu- 
reau reports 
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ANYTHING 
FROM  ANYONE. 


USE  THE  PUBLIC 
INTERNET  IN 
TOTAL  PRIVACY 
WITH  ALTAVISTA" 
TUNNEL. 

It's  the  boldest  extension 
yet  of  our  Web  leadership: 
software  that  lets  any  remote 
user  you  choose  establish  a 
private  link  to  your  network 
— and  conduct  business  from 
anywhere.  With  any  firewall. 
For  a  lot  less  money. 

For  secure  OnSite  Access 
wherever  you  are,  visit  our 
Web  site  for  a  starter  kit;  or 
download  a  free  trial  version: 
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Has   It  Changed 


COMPAQ. 

Your   Life  Yet? 


Your  PC  is  mission  control.  There's  information 
*  on  it.  And  vou  need  it.  Now.  Introducing  the 
Compaq  PC  companion.  Finally  you  can  access  and  exchange 
information  from  here,  there  and  everywhere.  It's  capable 
of  keeping  you  in  constant  communication  with  your  PC 
while  you  bounce  from  meeting  to  meeting,  coast  to  coast" 
So  send  a  few  e-mails,  explore  the  Internet,  check  your 
calendar,  review  that  report.  With  seamless  synchronization 
of  data,  you've  got  everything  you  need  until  re-entry.  Over 
and  out.  For  more  information,  visit  us  at  www.compaq.com 
or  call  1-800-945-3842. 


PC  Connectivity 
Introducing  the  Compaq 
PC  companion.  It's  truly 
compatible  with  your 
Windows-based  PC  and 
synchronizes  your  data. 
Finally,  connection  to  your 
PC  is  absolutely  seamless. 


Microsoft'  Windows' CE 

You'll  be  instantly  familiar 
with  the  Windows  95  user 
interface  You' II  find  pocket 
versions  of  Microsoft  Word 
and  Excel,  plus  Information 
Management  Software  com- 
patible with  Microsoft 
Schedule  -f*. 


Communication 
With  bundled  features  like 
e-mail,  Microsoft  Internet 
Explorer  and  remote 
access  software,  you  'll  be 
able  to  stay  m  constant 
touch  with  \our  data' 


Form  With  Substance 
Check  out  its  sleek,  light- 
weight design  with  a  louch- 
scnsitive,  backht  display.  It 
can  have  6MB  of  RAM, 
and  can  give  you  up  to  20 
hours  of  power  On  just  two 
AA  alkaline  batteries. 


Compaq  Innovation 
And  who  better  than 
the  number  one  PC  com- 
pany to  provide  you  with 
the  best  extension  to 
your  PC? 


Compaq  Computer  Corporation.  All  rights  reserved.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  Microsoft,  Windows  and  the  Windows  Logo  are  either  registered  trademarks 
Inited  States  and/or  other  countries.  Other  products  mentioned  may  be  trademarks  or  registered  trademarks  of  their  respective  companies.  *Modcm  is  optional  and  required  (or  access. 
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You've  read  an  excerpt  from  Mission  Possible 
in  the  pages  of  Business  Week 
and  on  Business  Week  Online...  I 


NOW  LOOK  FOR  MISSION  POSSIBLE 
AVAILABLE  AT  BOOKSTORES  EVERYWHERE 

excerpt  from  Mission  Possible  by  Ken  Blanchard  &  Terry  Waghorn 

brought  to  you  by 

KPMG  Peat  Marwick  llp 


TALENTS  FOR  INNOVATION 
AND  GLOBAL  COMPETITION 


•Mir 


Making  the  Business  Case 


Diversity:  business  necessity  based  on  business 
realities?  According  to  business  leaders  like  CEO 
Michael  }.  Critelli  of  Pitney  Bowes,  "It  is  a  busi- 
ness necessity.  The  ultimate  question  is,  how  do 
we  value  it  and  optimize  the  attributes  for  com- 
petitive advantage?  Any  company  that  wants  to 
be  successful  will  have  to  do  it."  BankBoston  CEO 
Charles  Gifford  agrees,  "Diversity  is  a  strategic 
opportunity,  if  we  understand  how  the  work  force 
is  changing  and  its  impact  on  the  labor  pool, 
new  markets,  and  a  growing  global  economy,  we 
will  be  better  able  to  capitalize  on  opportunities." 


Diversity  is  seen  as  an  opportunity  to 
increase  competitiveness  and  organiza- 
tional effectiveness  by  maximizing  tal- 
ent, fostering  innovation,  and  tapping 
into  the  skills  and  creativity  of  an 
increasingly  diverse  work  force.  Com- 
panies are  finding  a  variety  of  ways  to 
do  so,  and  are  being  driven  by  a  number 
of  business  realities.  Effective  diversity 
strategies  can  help  businesses: 

♦  Increase  market  share 

♦  Compete  more  effectively 
globally 

♦  Create  better  organizational 
structures  and  policies 

♦  Enhance  recruitment,  retention, 
and  development  efforts 

♦  Move  toward  full-utilization 
of  all  employees 

♦  Improve  morale  and  commitment 


♦  Smooth  transitions  in  mergers 
and  acquisitions 

♦  Be  more  responsive  to  technological 
and  business  climate  changes 

Companies  are  making  a  strong 
business  case  for  diversity  and  many 
are  taking  the  lead  in  demonstrating 
how  diversity  is  becoming  an  impor- 
tant strategy  for  success.  But  first, 
making  the  business  case  requires  an 
understanding  of  the  term  "diversity." 

WHAT  IS 
DIVERSITY? 

Too  often  there  is  the  mistaken  notion 
that  everyone  has  a  common  under- 
standing of  the  term  "diversity."  Based 
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upon  the  1988  Hudson  Institute  publll 
cation  Workforce  2000,  which  predict! 
ed  significant  changes  in  the  compos! 
tion  of  the  work  force,  "diversity"  prl 
marily  came  to  represent  the  increafl 
ing  number  of  women,  minorities 
older  workers,  and  immigrants  in  tt| 
work  force.  But  diversity  is  aboil 
much  more  than  visible,  physical  dil 
ferences  and  demographic  shifts.  Pills 
bury  simply  defines  diversity  as,  "Aj 
those  ways  in  which  we  differ."  Th| 
includes  the  obvious  differences  sucl 
as  race,  gender,  age,  disability,  and  mon 
subtle  differences  such  as  education! 
sexual  orientation,  religious  affiliation] 
and  work  styles. 

"BOUNDARYLESS" 

Recognizing  that  differences  often  era 
ate  barriers  to  productivity  in  an  orgaj 
nization,  General  Electric's  CEO  Jacl 
Welch,  in  GE's  1994  annual  repon 
called  for  a  company  with  boundarylesjl 
behavior:  He  says,  "Boundaryles 
behavior  is  the  soul  of  today's  GE.  Sirrl 
ply  put,  people  seem  compelled  to  built 
layers  and  walls  between  themselvej 
and  others,  and  that  human  tendency 
tends  to  be  magnified  in  large,  old  instj 
tutions...  These  walls  cramp  peopla 
inhibit  creativity,  waste  time,  restrid 
vision,  smother  dreams,  and  above  all 
slow  things  down."  3M's  definitioi 
begins  to  capture  the  spirit  of  diversin 
and  provides  a  foundation  for  creatinj 
"boundaryless  behavior."  3M  define! 
diversity  as:  valuing  uniqueness,  whilj 
respecting  differences,  maximizing 
individual  potentials,  and  synergizinj 
collective  talents  and  experiences  fo| 
the  growth  and  success  of  3M. 


"GLOBAL  IN  SCOPE* 


Diversity  is  also  primarily  a  domestic 
term.  Nicole  Barde,  manager  of  Intel 
business  practices  network  explains, 
"The  word  diversity  has  no  meaning 
outside  the  U.S.  But  we  are  global  in 
scope,  our  values  are  global  in  scope. 
The  use  of  the  U.S.  paradigm,  mostly 
focused  on  race  and  gender,  is  very  con- 
strictive to  us.  We  expect  all  employees 
to  perform  to  values.  Ours  is  a  more 
multicultural  approach."  Defining 
diversity  is  critical  for  effectively  mak- 
ing the  business  case.  It  may  impact 
how  diversity  is  perceived  in  an  organi- 
zation and  how  strategies  will  be  devel- 
oped. Definitions  that  are  limited  to 
visible  aspects  of  diversity  limit  oppor- 
tunity and  can  reinforce  the  myth  that 
diversity  equals  Affirmative  Action. 


"INCLUSIVE" 


Broader  definitions  create  opportunity 
that  help  the  business,  individuals,  and 
ultimately,  society.  A  rule  of  thumb, 
definitions  must  be  inclusive.  Perhaps 
Ron  Baukol,  executive  vice-president 
of  international  operations  at  3M  says 
it  best:  "By  maximizing  the  individual, 
you  maximize  the  company."  Herein 
lies  the  challenge  and  opportunity  to 
maximize  the  individual  and  create 
environments  for  full  utilization  of  the 


<inr 


work  force  for  corporate  success  and 
competitiveness.  Lente  Louise  Louw, 
co-author  of  Valuing  Diversity:  New 
Tools  for  a  New  Reality,  explains, 
"Whereas  the  strength  of  many  of  the 
nation's  competitors  is  their  homo- 
geneity, it  is  America's  diversity  that 
represents  both  its  biggest  crisis  and  its 
greatest  opportunity.  The  real  challenge 
is  to  grasp  the  opportunity  diversity 
presents." 

SEIZING  THE 
OPPORTUNITIES 

"Opportunity"  is  the  operative  word 
for  diversity.  Practitioners  argue  the 
cost  for  creating  diversity  initiatives  is 
low,  especially  in  the  potential  gains 
that  it  offers.  They  say  that  not 
responding  to  work  force  and  work- 
place realities  far  outweighs  costs  of 
implementing  initiatives.  Costs  come 
in  missed  market  and  product  opportu- 
nities, failed  marketing  attempts, 
inability  to  enter  foreign  markets,  low 
morale  and  productivity,  absenteeism, 
high  turnover,  and  litigation.  The  proof 
of  impact  of  diversity  initiatives  is  not 
necessarily  the  argument  for  the  busi- 
ness case.  Rather,  work  force  and 
workplace  realities  provide  the  com- 
pelling argument  for  business  leaders. 
Confirms  Dave  Drury,  CEO  of  Principal 
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Financial,  "Our  senior  managers '>tlor' 
believes  the  business  case  is  o\ 
whelming.  It  is  clear  that  to  serve 
tomers  you  must  have  employees 
can  work  with  them.  It  is  a  comnin 
ment,  a  strategic  decision  for  both 
short-  and  long-tenn.  We  are  a  practiu1 
prudent,  and  successful  organizati 
We  don't  do  things  just  to  feel 
but  also  always  believed  doing  the  ri, 
thing  was  good  for  business.  Divers  he: 
is  the  right  thing  to  do  for  customs 
employees,  and  the  company." 

A  recent  Conference  Board  stu  1 
Diversity:  Business  Rationale 
Strategies,  found  among  the  follow 
business  realities  the  most  compell 
arguments  for  leading  global  com 
nies  to  address  diversity  (see  Chart 
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♦  Increasingly  diverse  customers 
and  markets 

♦  A  global  economy 

♦  Need  for  increased  productivity 

♦  Changing  composition  of  the 
work  force 


INCREASINGLY 
DIVERSE 
CUSTOMERS 
AND  MARKETS 


The  most  pressing,  most  immedia 
and  most  clearly  linked  bottom-Li 
argument  is  about  customers  and  m 
kets  (this  one  also  makes  the  "easi 
sell"  according  to  Conference  Board  s 
vey  participants).  Bob  Lattimer,  glo 
practice  leader  at  Towers  Pen 
explains  that,  "The  typical  consumei 
radically  changing.  Today,  worn 
spend  85  percent  of  the  consumer  d 
lar.  Older  Americans  now  control  ith 
than  50  percent  of  all  discretion; 
income  and  spend  more  than  $800  1 
lion  annually.  By  the  year  2000,  Afria 
Americans,  Hispamcs,  and  Asian-Am 
icans  will  have  an  annual  spendi 
power  of  $600  billion.  These  are  d 
matic  numbers."  In  companies  whe 
customers  represent  a  broadly  defin 
cross-section  of  the  population,  t 
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ation  for  addressing  diversity 
is  already  closely  tied  to  prof- 
ty.  Deborah  Yarborough,  diversity 
;er  at  Silicon  Graphics,  explains, 
lcreasingly  diverse  customer  base 
king  for  marketing,  service,  and 
)f  products  that  suit  their  individ- 
tastes,  needs,  and  style.  If  these 
ners  don't  feel  respected  and  lis- 
ten, they  will  take  their  business 
lere."  Diversity  initiatives  help 
effective  management  and  utiliza- 
f  a  diverse  work  force  as  well  as 
otential  to  enhance  marketing 
pes  by  bringing  insights  from  a 
y  of  cultures  into  an  organization. 

LOYEES  TAP  MARKETS 

Soston  has  found  advantage  in  its 
ial  diverse  work  force  to  respond 
anges  in  market  demographics. 
•  Snowden,  president  of  First 
nunity  Bank  of  BankBoston  says, 
have  community  development 
rs,  people  who  are  Latino,  Cambo- 
white,  male/female,  who  go  out 
leliver  seminars  to  bring  people 
he  system.  We  try  to  tailor  prod- 
o  meet  the  needs  of  the  commu- 

Based  upon  research  on  emerg- 
larkets,  First  Community  saw  a 
tial  market  in  the  Latino  commu- 

To  tap  that  market,  it  meant 
ig  closely  at  how  they  did  busi- 
including: 

nslation — within  all  aspects  of 
;  business 

anges  in  backshop  operations 

iessing  how  loans  were  sold 

:ation  of  an  800  line  for  people 

10  speak  Spanish 

mtifying  effective  advertising — 

ho  was  identified  as  a  powerful 

;dium 

ilization  of  vendors  who 
:derstand  diverse  markets  and 
tnslation 

portunities  for  Spanish  speakers 
thin  the  bank 

rhe  stories  of  tapping  into  niche 
argeted  markets  are  growing.  Sim- 
iking  the  time  to  learn  about  the 


unique  needs  and  opportunities  within 
markets  through  research  and  the  uti- 
lization of  employees  internally  who 
know  those  markets  is  reaping  benefits 
for  companies.  The  St.  Paul  Companies 
has  reengineered  its  application  process 
to  meet  the  needs  of  the  Native  Amer- 
ican communities  enhancing  access  and 
service.  Eric  Watson,  corporate  diversi- 
ty officer  at  the  St.  Paul  Companies 
explains,  "the  application  process  did 
not  fit  who  they  were.  By  building  rela- 
tionships with  them  we  were  able  to 
better  identify  and  meet  their  needs." 
The  St.  Paul  Companies  has  estab- 
lished a  multicultural  marketing  group 
of  vice-presidents  who  research  mar- 
kets and  populations,  and  work  with 
«arious  functions  in  the  company  to 
tell  them  where  targets  and  opportuni- 
ties are.  American  Express  Financial 
Advisors,  like  The  St.  Paul  Companies, 
has  tapped  into  the  gay  and  lesbian 
market  expanding  their  customer  base 
while  providing  a  needed  service.  The 


community  has  responded  positively 
to  the  company's  outreach  and  innova- 
tive initiatives  that  say,  "We  value  you 
as  a  customer." 

SUCCESS  IN  DIFFERENCES 

Some  important  learnings  from  these 
targeted  markets  have  been  the  realiza- 
tion that  not  only  "like-people"  can  mar- 
ket to  certain  groups.  While  companies 
are  utilizing  their  various  networking 
groups  and  individual  employees  from 
different  groups — whether  Hispanic, 
Black,  Asian,  female,  disabled,  gay/  les- 
bian, or  others — to  gam  cultural  aware- 
ness, understanding  of  and  access  to 
ethnic  markets;  there  are  high  perform- 
ing individuals  who  have  demonstrated 
tremendous  success  with  people  outside 
their  own  group.  For  example,  Allstate 
found  that  their  most  successful  sales- 
people had  learned  on  their  own  how  to 
respond  to  the  needs  of  different 
groups.  Jennise  Henry,  Manager,  Diver- 
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Exhibit  1: 
Four  Fault  Lines  in  the 
Global  Workspace 


Global  Workspace 


Vlary  O'Hara-Devereaux  and  Robert  Johansen.  Global  Work  Bridging 
Culture  &  Time,  (San  Francisco  Jossey-Bass  Publishers,  1994) 


ind  Affirmative  Action  at  Allstate 
lins,   "Generational  differences 

one  of  the  findings  that  required 
rent  marketing  and  relationship 
nques.  Our  salespeople  found  that 
older  generation  preferred  more 
ionship  oriented  sales,  in  the 
e,  at  a  slower  pace,  whereas  the 
lger  generation  was  much  more 
ested  in  quick  interactions,  via 
>  and  cell  phones."  Allstate  is 
aring  a  video  with  interviews  from 
'  top  salespeople  about  their 
fits  on  changing  markets.  It's  not 
d  diversity,  but  it's  about  diversity. 
Companies  also  find  white  sales- 
<le  selling  effectively  to  blacks,  and 
Ic  salespeople  marketing  success- 

to  whites.  Thomas  Mack,  director 
lulticultural  marketing  at  Lincoln 
says,  "The  myth  in  multicultural 
Iceting  is  that  people  can  only  mar- 
to  communities  they  are  from.  If 
hire  the  right  caliber  of  employee, 

will  be  able  to  work  across  cul- 
s  successfully."  A  critical  compo- 
:  to  diversity  is  teaching  people 


how  to  successfully  work  with  people 
different  from  themselves.  Companies 
are  drawing  upon  their  internal  role 
models  to  help  others  learn. 

LEARNING  LABS:  American  Express 
Financial  Advisors  has  developed  an 
unusual  tool  for  driving  diversity  in  its 
field  locations.  It  has  established  15 
Diversity  Learning  Labs  throughout 
the  company.  These  learning  labs 
receive  concentrated  funding,  resource 
and  training  support  from  the  Region 
and  Corporate  Office.  They're  focused 
on  diverse  segments  in  the  African- 
American,  Gay  and  Lesbian,  Hispanic, 
and  women's  market.  The  labs  are  not 
only  experiencing  increased  diverse 
client  acquisition  but  are  also  surfacing 
key  learnings  such  as:  diverse  client 
targeted  acquisition  drives  diverse 
advisor  acquisition;  there  must  be  a 
diversity  business  plan  with  diversity 
measurement  to  effectively  drive  diver- 
sity; leaders  of  diverse  client  acquisi- 
tion efforts  must  not  only  have  demon- 
strated client  acquisition  expertise  in 


that  specific  diverse  segment,  they 
must  also  have  strong  project  manage- 
ment experience. 

The  labs  have  grown  from  five  in 
1995  to  15  in  1996.  With  two  additional 
lab  start  ups  in  1997,  plans  are  to  keep 
the  lab  level  at  17,  capture  the  learn- 
ings, and  eventually  weave  the  funding 
support  from  the  Corporate  office  into 
the  field  offices.  Internal  expertise  and 
competence  is  also  helping  on  the 
global  scale. 


A  GROWING 
GLOBAL  ECONOMY 

A  global  economy  provides  a  compelling 
business  rationale  from  a  variety  of  per- 
spectives: 

♦  global  markets  represent  billions  in 
spending  power; 

♦  operations  for  multinationals 
requires  cultural  sensitivity, 
understanding,  and  awareness; 

♦  countries  have  their  own 
"diversity"  related  issues  around 
race,  gender,  and  immigration,-  and, 

♦  the  work  force  increasingly  reflects 
a  global  labor  pool. 

Mary  O'Hara-Devereaux  and  Robert 
Johansen,  authors  of  Global  Work: 
Bridging  Distance,  Culture  &  Time, 
explain  that  economic,  social,  political, 
and  technological  changes  "have  con- 
verged and  emerged  to  change  the  con- 
tours of  the  world  of  work,  leaving  us 
with  new  markets,  new  corporate 
institutions  to  serve  those  markets, 
and  new  jobs  to  produce  new  goods  for 
the  world's  new  consumers  (see  Exhibit 
1).  Corporate  success  is  contingent 
upon  the  understanding  of  global  eco- 
nomic trends  and  the  implications  for 
diversity,  say  business  leaders. 

Procter  &  Gamble's  CEO  John  E. 
Pepper  explains,  "Our  success  as  a  glob- 
al company  is  a  direct  result  of  our 
diverse  and  talented  work  force.  Our 
ability  to  develop  new  consumer 
insights  and  ideas  and  to  execute  in  a 
superior  way  across  the  world  is  the 
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best  possible  testimony  to  the  power  of 
diversity  any  organization  could  ever 
have."  Chuck  Reid,  director  of  Ethnic 
External  Relations  at  Kraft  Foods  Inc.,  a 
Philip  Morris  Company,  concurs,  "Being 
global  means  that  our  customers  are 
diverse,  our  stockholders  are  diverse, 
the  population  which  is  available  to  us 
is  diverse,  our  productivity,  creativity, 
innovation,  and  people  who  supply  us 
are  diverse.  There  is  no  way  we  can  run 
a  business  effectively  without  a  deep 
understanding  and  accommodation  of 
these  elements." 

A  global  economy  impacts  not 
only  large,  multinational  corporations, 
but  companies  across  the  entire  coun- 
try. Joe  Driskill,  director,  Missouri 
Department  of  Economic  Develop- 
ment, explains,  "Missouri  is  a  state 
with  a  great  diversity  of  economy  and 
we  are  changing  rapidly.  Most  of  the 
companies  we  deal  with  in  our  state 
employ  50-500  people.  Increasingly  our 
businesses  are  connected  to  a  global 
business  environment.  Exports  are  up 
80  percent.  Companies  tell  us  diversity 
is  important.  We  help  them  identify 
the  talent  and  find  the  resources  they 
need  to  do  business  effectively  here  and 
abroad." 


THE  UNITED  STATES 
REFLECTS  THE  WORLD 

The  diversity  that  exists  in  the  United 
States  provides  an  opportunity  to  build 
on  this  domestic  capability  for  global 
competitiveness.  Virtually  every  coun- 
try in  the  world  is  represented  in  the 
United  States.  For  example,  Bank  of 
America's  95,000  employees  work  in 
37  countries,  and  service  1 1  million 
households  in  10  western  states.  The 
California  customer  call  center  staff 
covers  at  least  13  languages,  24  hours 
per  day.  They  do  this  because  32  million 
people  in  this  country  speak  a  language 
other  than  English  at  home;  8.6  of 
them  are  in  California  alone.  Valeric- 
Crane,  senior  vice-president  and  direc- 
tor, corporate  diversity  development, 
at  Bank  of  America  explains,  "Those 
numbers  represent  a  very  sizable  seg- 


ment of  our  actual  and  potential  cus- 
tomer base,  as  well  as  our  labor  force." 

RECIPROCAL  LEARNINGS:  There  are 
some  reciprocal  learnings  that  can  take 
place  within  global  companies.  In  other 
words,  domestic  diversity  initiatives 
can  promote  understanding  for  better 
global  operations,  and  international 
experience  can  bring  insight  into  domes- 
tic initiatives.  Principal  Financial 
found  complimentary  efforts  during 
simultaneous  development  of  diversity 
initiatives  and  global  operations.  Says 
Dave  Drury,  CEO,  "We  are  relatively 
new  in  the  international  arena — Princi- 
pal International  was  formed  in  1990. 
In  six  years  we  have  started  businesses 
in  Spam,  Mexico,  Argentina,  Indonesia, 
Chile,  and  Hong  Kong.  This  has  been  an 
important  impetus  for  increasing  the 
awareness  of  diversity  issues.  More  and 
more  people  in  our  organization  have 
contact  with  not  only  domestic,  but 
international  customers,  suppliers,  and 


tial  and  our  mission,  we  absoluty 
have  to  be  in  a  global  market.  Resp  I 
for  everybody's  opinion  is  one  of  e 
keys  to  establishing  centers  of  ex<- 
lence  throughout  the  world."  EmpK 
ee  networking  groups,  such  as  thost  t 
Silicon  Graphics,  have  provided  insigs 
into  expanding  markets  globally.  Trr 
Asian  networking  group  was  pivotal'- 
helping  them  gain  access  in  the  Pace 
Rim.  Similarly,  their  African  Americi 
networking  group  played  a  signified 
role  in  exploring  the  expansion  of  trlr 
markets  into  South  Africa.  At  Pitiy- 
Bowes,  they  are  finding  important  p- 
spectives  from  employees  educajj 
outside  the  United  States.  Their  Asi 
and  Japanese  employees  have  rairi J 
awareness  around  cultural  issues  I 
sending  and  receiving  mail.  In  I 
United  States,  mail  is  merely  a  wayf 
getting  a  message  to  someone.  In  Jap 
and  many  other  Asian  countries,  rr 
reflects  the  sender.  Hence,  Pitney  Bovi 
has  found  that  quality  of  printing  a 


"IF  WE  ARE  TO  REACH  OUR  POTENTIAL  AND  OUR 
MISSION,  WE  ABSOLUTELY  HAVE  TO  BE  IN  A  GLOBA1 
MARKET.  RESPECT  FOR  EVERYBODY'S  OPINION  IS 
IE  OF  THE  KEYS  TO  ESTABLISHING  CENTERS  OF 
XCELLENCE  THROUGHOUT  THE  WORLD." 


work  associates.  Learning  about  cultur- 
al differences  in  international  settings 
is  important  for  set-up  of  diversity 
issues  on  a  domestic  scale.  Our  domes- 
tic and  global  initiatives  are  tied  in 
very  well — they  reinforce  each  other." 

INTERNAL  RESOURCES  FOR 
GLOBAL  ACCESS 

Corporations  often  have  internal  global 
and  cultural  expertise  at  their  fingertips. 
Jim  Brewington,  president  of  product 
realization  at  Lucent  Technologies 
explains,  "If  we  are  to  reach  our  poten- 


attributes  of  mailings  are  much  rme 
important  in  some  cultures  and  sub- 
quently  responded  to  those  cultul 
perspectives. 

DuPont  has  over  100  networ 
Bernie  Scales,  manager  of  diversity,  e<- 
cation  and  development  at  DuPct 
explains,  "Networks  play  a  unique  ri 
in  providing  for  organizational  grovi 
and  development,  while  helpig 
DuPont  meet  its  business  goals  i' 
objectives.  Network  members  have  p- 
vided  important  insights  regarding  e  - 
nic  markets  here  in  the  United  Statess 
well  as  in  other  regions  of  the  world.  Ir 


Who  would  you 
exclude  from 


the  future? 


30,000,000  people  in  the 

rid  with  ideas  to  share. 


)00 


languages  in  which  to 
mmunicate. 


5  nationalities  with  different 
rspectives  and  goals. 


Coopers  &  Lybrand  L.L.P. 


Not  Just  Knowledge.  Know  How." 

Diversity.  It's  a  business  imperative,  because  you  never  know 
from  where  the  next  great  idea  will  come.  It's  also  a  major 
challenge.  That's  why,  beginning  with  our  Chairman  Nick  Moore, 
we  are  committed  to  fostering  diversity.  For  at  Coopers  & 
Lybrand,  people  have  always  been  our  greatest  asset. 


major  religions  with  unique  beliefs 
id  customs. 


ilief  that  everyone  has  something 
contribute. 


Coopers 
&Lybrand 


Coopers  &  Lybrand  L.L.P. 

a  professional  services  firm 


Top  row.  Jaton  Hwang,  Barbara  Kuzniar,  (irt^A  Kmwlei,  Luj  Mack  Middle  row  Dolom  Leonard,  Janice  Won.  Ray  Narte 
Hotiom  ww  Pradeep  Fernanda,  Michael  A  Jaime,  Roztyn  Anderson  and  hank  Gomez. 


The  way  we  see  it,  everything  that  makes  us  unique,  makes  our  work  force  that  much 
stronger  in  a  diverse  world.  Our  commitment  is  to  create  an  environment  in  which  the  best 
people  do  their  best  work,  and  that  means  building  a  company  in  which  differences  are  respected 
and  valued.  We  recognize  that  this  goal  is  a  challenging  one,  and  we  know  we  re  not  there  yet. 
But  our  candor  is  matched  only  by  our  determination  in  reaching  this  goal-to  cultivate  a  broader 
base  of  people  whose  differences  can  truly  make  a  difference  for  our  business  and  our  clients. 


©1996  The  Chase  Manhattan  Corporation. 


lple,  the  company  recently  test- 
;eted  a  new  hosiery  fiber  with 
I  en  in  its  Asian  network.  In  addition, 
>'<  an-American  networks  helped  our 
;ultural  Products  business  build  a 
:  :r  relationship  with  black  farmers,  a 
'l  >r  customer  base  for  DuPont."  Net- 
.ing  groups  provide  opportunities 
:mployees  to  excel  and  develop 
e  making  real  contributions  to  the 
ess  of  the  company. 

)BAL  TEAMWORK 

■rsity  is  not  just  about  working  with 
jmers  externally,  but  being  part  of  a 
al  team.  Nicole  Barde,  manager  of 
[  Business  Practices  Network 
ains,  "We  are  a  global  company  and 
ely  on  global  teams.  We  have  major 
pi  projects  such  as  the  Pentium 
essor.  Teams  are  multicultural/ 
tifunctional,  often  involving  people 
>ss  three  to  five  geographies — 
icstically  and  internationally.  Our 
ly  integrated  management  approach 
>s  us  get  things  done.  The  global 
a  approach  has  paid  off  in  a  short 
;  to  market  innovative  ideas  and 
luct  design.  The  business  case  is 
licated  on  utilization  of  global 
as.  Diversity  is  built  in."  Pitney 
res,  Michael  Critelli  agrees,  "We, 
many  other  companies,  have 
nendous  growth  opportunity  from 
md  the  world.  That  allows  us  to  get 
perspectives  of  people,  products,  or 
dees  to  grow  and  prosper.  Whether 
;ing  about  diversity  or  out-of-the-box 
iking,  it  can  provide  opportunities 
new  business  ideas  and  can  help 
-date  us  against  competitive  threats, 
ough  our  people  we  will  have  a  bet- 
ability  to  look  at  the  world."  Corpo- 
ons  need  to  ensure  management  and 
ployees  understand  how  to  work 
;rnally  and  externally  with  people 

0  are  different.  Deborah  Yarborough 
ilains,  "Cultural  competence  is  no 
ger  an  option." 

While  a  growing  global  economy 

1  increasingly  diverse  customers  and 
rkets  make  a  strong  business  case, 
:re  is  still  often  the  question  of 
pact.  How  do  we  know  that  diverse 


employees  are  more  productive 
employees?  How  do  we  know  that 
diversity  can  help  us  make  our  organi- 
zations more  effective  and  profitable- 

NEED  FOR 

INCREASED 

PRODUCTIVITY 

Unlike  the  very  real,  direct,  and  easy 
sell  of  diverse  markets,  productivity  is 
not  as  easy  to  quantify.  Business  leaders 
argue,  however,  that  productivity  gams 
are  contingent  upon  the  full  utilization 
of  the  work  force.  Shirley  Harrison, 
director,  diversity  management  at 
Philip  Morris  says  "In  organizations 
that  value  diversity,  employees  are  more 
able  to  express  creativity,  contribute 
ideas  and  solutions,  seek  challenges, 
and  assume  leadership.  Different  perspec- 
tives contribute  to  creative  problem- 
solving.  Productivity  increases  when 
employees  perceive  that  they  have  full 
opportunity  to  achieve."  Barbara  Stern, 
vice-president  of  diversity  at  Harvard 


Pilgrim  Health  Care  also  explains, 
"Valuing  diversity  not  only  allows  peo- 
ple to  be  more  fully  engaged  and  pro- 
ductive; we  believe  it  enhances  our 
ability  to  better  service  our  patients. 
Employees  who  are  valued  are  more 
likely  to  value  the  customers  they 
serve.  Valuing  diversity  will  help  us 
meet  our  strategic  goals  and  allow  us 
to:  recruit  competitively  for  new  talent; 
cultivate  a  high-quality  work  environ- 
ment and  positive  staff  morale;  serve 
and  satisfy  our  increasingly  multi- 
cultural membership;  maximize  talents 
in  the  organization  and  minimize 
costs;  and  generate  more  perspectives 
and,  therefore,  develop  better  ways  to 
solve  problems." 

DIVERSE  TEAMS  ARE  BETTER 

There  are  some  indications  that  diverse 
work  teams  really  do  make  sense.  Intel 
conducted  research  on  their  global  team 
effectiveness.  Nicole  Barde  explains, 
"We  selected  10  to  15  high-performing 
Intel  teams  (one  of  them  designed  the 
Pentium  processor).  We  wanted  to 


understand  what  it  was  that  made  them 
successful."  The  research  indicated  a 
number  of  successful  components: 

♦  attitude 

♦  high  motivation 

♦  respect  among  team  members 

♦  goals  and  focus 

♦  understanding  mutual  expectations 

♦  trust 

♦  cooperation 

♦  listening 

♦  strong  internal  business  relationships 

♦  diversity 

Vicky  Jones,  director,  diversity 
management  and  community  relations 
at  General  Motors  Corporation,  attrib- 
utes the  success  of  Saturn  Corporation 
to  diverse  groups.  She  says,  "Diverse 
groups  of  employees  conceptualized 
product  development,  manufacturing 
and  the  marketing  of  strategies."  Gary 
Masada,  manager,  work  force  planning 
and  leadership  development  at  Chevron 
also  agrees,  "Committed  teams  generate 
more  profits  through  their  efforts.  We 
link  building  diversity  to  building  com- 
mitted teams.  It's  part  of  our  corporate 
values."  At  Pitney  Bowes,  self-directed 
work  incentive  teams  have  been  set  up 
to  increase  revenue  and  reduce  costs. 
Cntelli  confirms,  "The  teams  are  diverse 
and  we  have  seen  many  benefits  as  the 
result  of  their  recommendations." 

Years  of  academic  studies  demon- 
strate that  heterogeneous  groups  out- 
perform homogeneous  groups,  over 
tunc,  in  providing  better  problem  solv- 
ing and  more  creative  solutions.  The 
studies  also  demonstrate  that  homoge- 
neous groups  tend  to  be  faster  in  the 
short-term.  Hence,  one  of  the  challenges 
for  corporations  is  putting  in  the  work 
up-front  for  long-term  success.  Just  as 
Intel  has  done,  there  remains  tremen- 
dous opportunity  for  companies  to 
study  the  impact  of  groups  within  their 
organizations.  Effective  teamwork 
requires  skills  and  understanding  of 
how  to  manage  diversity  effectively. 
Joseph  Medellin,  manager,  human 
resources,  at  Inland  Steel  Flat  Products 
explains,  "It  is  not  just  getting  people 
on  teams,  but  drawing  them  out.  Man- 


agers and  employees  need  good  facilita- 
tion skills  and  an  understanding  of 
how  diverse  groups  interact." 

UNITY  AMIDST  DIVERSITY 

Within  the  corporate  context,  it  is 
imperative  to  remember  that  even 
though  diversity  may  be  embraced, 
there  must  be  a  commonality  of  organi- 
zational values  and  goals.  Taylor  Cox, 
noted  author  and  academic,  explains, 
"A  core  of  similarity  among  group 
members  is  desirable.  Members  must 
share  some  common  values  and  norms 
to  promote  coherent  actions  on  organi- 
zational goals.  The  need  for  heterogene- 
ity, to  promote  problem  solving  and 
innovation,  must  be  balanced  with  the 
need  for  organizational  coherence  and 
unity  of  action  to  provide  competitive 
advantage."  This  concept  helps  drive 
Proctor  &  Gamble's  success.  O.  LaVelle 
Bond,  vice-president — diversity,  Procter 
&  Gamble  Worldwide,  confirms,  "Every- 
one at  Procter  &  Gamble  is  united  by  the 
commonality  of  the  company's  values 
and  goals.  Diversity  is  the  uniqueness 


each  of  us  brings  to  fulfilling  th 
ues  and  achieving  these  goals.  B 
ing  on  our  common  values  and 
we  are  able  to  create  advantag 
our  differences."  Nicole  Barde  e?|bi 
that  "creating  a  set  of  values  hrM. 
together  and  keeps  us  all  moving!  t 
same  direction.  We  understand  kr 
values.  Each  culture  might  look  H 
ly  different,  but  the  intent  is  theBi 
We  do  extensive  education  am 
Intel's  culture  and  values  globallm 
important  to  us."  Creating  unity,* 
valuing  diversity,  is  increasingly^ 
lenging  as  the  work  force  changep 
bly,  and  attitudinally. 

CHANGING  I 
DEMOGRAPHIC| 
THE  WORK  FOR| 
IS  DIVERSE 

Workforce  2000,  or  the  "work  fo| 
the  future"  is  here.  Ronald  Glover,  ■ 
tor  of  Employee  Relations  and  Div* 
at   Digital   Equipment  Corporii 
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VERSITY  HELPS  RECRUITMENT 
iD  CUSTOMER  SATISFACTION 

S  demonstrates  measurable  results 


is  iust  part  of  the  overall  effort 
tat  helps  EDS  employees  from  dif- 
rent  cultures  work  better  together, 
it  demonstrates  the  payoff. 
"One  group  that  went  through  the 
Customer  Service  Technologies 
f]  diversity  awareness  workshop 


their  ratings  on  customer  satisfac- 
i  surveys  improve  a  whopping 
o,"  says  Gary  Collier,  Diversity 
actor  of  EDS  CST. 

Not  only  has  the  workshop  led  to 
isurable  improvements  in  cus- 


tomer satisfaction  for  EDS,  it  has  also 
enlarged  the  pool  of  professional 
resources  from  which  the  company 
can  draw  to  support  its  fast  growth. 

EDS,  a  global  leader  in  information 
services,  employs  95,000  men  and 
women  worldwide.  To  date,  more  than 
9,000  employees  have  gone  through  the 
workshop.  It  teaches  them  how  to 
effectively  work  in  teams  composed  of 
individuals  with  diverse  backgrounds. 

EDS  CST  Division  Director  James 
Coyle  observes,  "Our  workshop  goes 
beyond  race  and  gender  to  include  reli- 
gion, age,  disabilities,  social  status  and 
more.  And  instead  of  merely  teaching 
white  males  how  to  manage  women 
and  minorities,  we  help  all  employees 
learn  to  work  with  others  different 
from  themselves." 

Claims  Collier,  "In  followup  sur- 
veys six  months  after  employees  have 
gone  through  his  workshop,  more  than 
80  percent  report  positive  views  of  the 
results."  Managers  and  employees 
alike  cite  numerous  business  benefits: 


more  synergy,  cooperation,  creativity, 
a  better  flow  of  ideas,  and  stronger, 
more  dynamic  teams. 


Helping  employees  work  produc- 
tively with  people  from  all  cultures  is 
essential  for  EDS.  To  sustain  its 
growth,  the  company  recruits  thou- 
sands of  new  employees  every  year. 
And  to  do  that  they  must  be  able  to 
tap  the  best  and  brightest  from  all  cul- 
tures in  every  one  of  the  43  countries 
in  which  they  operate. 


confirms,  "A  diverse  work  force  is  no 
longer  a  theoretical  discussion.  The 
current  talent  pools,  no  matter  what 
level  we  look  at,  are  made  up  of  people 
who  are  diverse.  Furthermore,  people 


who  are  different  are  less  likely  to  be 
part  of  an  organization  that  is  not  going 
to  respect  those  differences  and  indi- 
viduality." The  following  are  among 
the  key  work  force  trends  impacting 
businesses: 

♦  The  number  of  workers  is  falling 

♦  The  average  age  of  workers  is  rising 

♦  More  women  are  on  the  job 

♦  People  of  color  are  a  growing 
percentage  of  the  work  force 

♦  Immigration  is  increasing 

♦  The  world  is  becoming  a  global 
labor  market 

♦  White  males  are  a  decreasing 
percentage  of  labor  force  entrants 

4-  Disabled  are  gaining  more  access 
to  the  workplace 

♦  Gays  and  Lesbians  are  becoming 
more  visible  and  outspoken 

♦  Skills  gaps  are  increasing  between 
employer  needs  and  employee  ability 

-♦•  Work/Life  Balance  is  more 
demanding  for  employees 

♦  Employees  are  more  demanding 
and  less  loyal 

The  implications  of  these  trends 
are  significant  and  complex.  They  are 
both  apparent  and  subtle.  Each  has 
internal  and  extern.il  consequences  for 


businesses.  Internally,  it  is  about  having 
policies,  procedures,  and  environments 
that  access,  value,  and  utilize  the 
diverse  work  force.  Externally,  it  is 
about  markets,  communities,  and  even 


social  concerns  that  impact  business 
environments  and  economic  viability. 
Increasingly,  companies  are  becoming 
aware  of  their  organizations  within  an 
economic  ecosystem  connected  local- 
ly, domestically,  and  to  the  world. 

ORGANIZATIONAL  BARRIERS 

Companies  are  addressing  some  seri- 
ous issues  related  directly  to  changing 
demographics.  Many  corporate  diversi- 
ty initiatives  place  significant  empha- 
sis on  human  resources  initiatives  such 
as  retention,  development,  and  upward 
mobility  of  women  and  minorities.  Most 
companies  have  done  well  at  recruiting 
a  diverse  work  force.  Keeping  women 
and  minorities  and  developing  their 
skills,  however,  is  often  another  story. 

THE  GLASS  CEILING:  One  of  the  primary 
reasons  for  turnover  or  attrition  in 
companies,  especially  among  women 
and  minorities,  is  the  "glass  ceiling" — 
an  invisible  but  real  barrier  in  many  of 
America's  corporations.  Claudette 
Whiting,  a  director  of  human  resources 
at  DuPont  and  chair  of  The  Conference 
Board's  Council  on  Work  Force  Diver- 
sity, says,  "Corporate  America  can  ill 
afford  to  be  lulled  into  a  false  sense  of 
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comfort  regarding  upward  mobiiM 
gains.  Despite  progress  made  in 
U.S.  work  force  by  white  women  afl) 

pei  iple  i  it  color  over  the  past  decade, IH 
are  fai  from  having  a  critical  massflp 
uppei    management  positions,  jp 
glass  ceiling  is  alive  and  well.  McBl 
over  for  women  of  color,  this  dispatMl 
has  been  described  as  a  'concrete  cfllU 
ing.'"  Reflecting  the  reality  of  » 
statement,  a  major  East  coast  fiflu. 
found  that  100  percent  of  its  blam 
employees  from  a  representative  saH 
pie  survey  perceived  that  a  glass  ceilJB 
existed  in  the  organization.  ManaH 
ment  was  astounded. 

A  national  work  force  study  by  up 
Families  and  Work  Institute  fouK 
women  in  management  were  mUh 
than  twice  as  likely  as  men  to  rate  thB>q 
career  advancement  opportunities  H 
"poor"  or  "fair."  Women  who  said  thB 
saw    little    opportunity    for  cartH 
advancement  also  tended  to  be  IcHv 
loyal,  less  committed,  and  less  satisfiHi 
on  the  job.  Often  top  managements 
not  even  aware  that  these  issues  exiB 
If  the  best  and  brightest  are  not  valuflp 
or  do  not  feel  valued,  they  go  to  coma., 
nies  that  provide  opportunities,  or  thfl 
become  entrepreneurs.  The  biggest  pH 
centage  of  new  company  growth  ! 
among  women  and  minorities. 

Turnover  costs  alone  provide 
good  business  rationale  for  addressi  I 
the  issue  of  attrition.  The  director 
diversity  at  a  worldwide,  high-te  • 
company  explains  that  it  costs  $12,0'  , 
to  $14,000  to  recruit  new  employe  i 
and  $100,000  to  train  them.  The  loss 
those  employees  costs  the  compai 
about  $112,000  per  employee.  The 
figures  do  not  incorporate  the  costs 
lost  accumulated  company  knowledj 
current  contribution  and  future  pote 
tial,  and  poor  morale  where  hij 
turnover  might  exist. 

DIVERSITY  IS  NEEDED  IN  TO 
MANAGEMENT 

The  glass  ceiling  barrier  prevents  tu 
full  utilization  of  employees,  creatj 
boundaries,  and  prevents  valuabi 
input  to  decision-making  where 


"CORPORATE  AMERICA  CAN  ILL  AFFORD  TO  BE 
LULLED  INTO  A  FALSE  SENSE  OF  COMFORT 


REGARDING  UPWARD  MOBILITY  GAINS.  DESPITE 
\:,m  ^PROGRESS  MADE  IN  THE  U.S.  WORK  FORCE  BY 


WHITE  WOMEN  AND  PEOPLE  OF  COLOR  OVER 
THE  PAST  DECADE,  WE  ARE  FAR  FROM  HAVING 
A  CRITICAL  MASS  IN  UPPER  MANAGEMENT 
POSITIONS.  THE  GLASS  CEILING  IS  ALIVE  AND  WELL." 


D  IV 

Setting  a  new  j 


Pitney  Bowes  is  com- 
mitted to  providing 
customers  worldwide 
with  innovative 
products,  services  and  technolo- 
gies that  enable  them  to  effi- 
ciently manage  the  exchange 
and  distribution  of  messages 
and  packages.  Diversity  in  our 
staff  and  in  our  business  rela- 
tionships around  the  world 
helps  us  serve  them  better. 

The  fact  is  today's  customers 
expect  more  from  companies. 
They  have  specific  needs,  and 
they  want  those  needs  met  with 
the  most  advanced  products, 
services  and  technologies  avail- 
able. To  accomplish  that,  a 
company  must  have  a  highly 
trained,  skilled  work  force, 
capable  of  working  indepen- 
dently and  efficiently.  The 
companies  with  the  best  work 
force  in  the  future  will  be  the 
companies  that  draw  on  the 
entire  pool  of  available  talent. 

We  at  Pitney  Bowes  have  been 
doing  that  for  more  than  a  quarter 
of  a  century,  and  the  collective 
power  of  our  employees'  diverse 
talents  has  given  us  a  strong 
competitive  edge  and  is  setting 
a  new  standard  of  excellence 
for  the  future. 


|  Pitney  Bowes 


mm 


counts — at  the  top.  One  African  Amer- 
ican executive  shared  his  experience 
when  the  senior  management  team  of  a 
major  multinational  firm  was  deciding 
whether  or  not  their  insurance  should 
include  pap  smears — there  were  no 
women  executives  in  the  room  to  con- 
tribute to  the  decision  making  process. 
If  nearly  50  percent  of  the  work  force  is 
female,  so  this  is  an  important  benefits 
issue.  He  also  asked,  what  would  have 
happened  if  he  were  not  in  the  room 
when  the  issue  of  coverage  for  sickle- 
cell  anemia  came  up? 

Good  decisions  require  different 
perspectives.  This  is  a  key  reason  for 
emphasis  on  upward  mobility  and  rep- 
resentation in  top  management.  In  fact, 
business  leaders  argue  that  a  market 
focused  approach  will  have  a  positive 
impact  on  internal  representation.  One 
vice-president  of  a  major  financial  firm 
explains,  "We  are  finding  that  client 
acquisition  is  driving  internal  diversity. 
The  numbers  are  going  up.  If  you  try  to 
push  people  to  higher  goals,  we  find  out 
that  they  are  hiring  to  meet  those  goals." 

DIVERSITY  CAN  MEAN 
CONFLICT 

Increased  diversity  means  increased 
complexity.  It  also  means  more  oppor- 
tunity for  misunderstanding  and  conflict. 
Companies  which  have  not  created 
environments  where  all  employees  are 
valued,  or  that  have  created  real  and 
artificial  barriers  toward  any  group  of 
employees,  are  at  greater  risk  of  liti- 
gious action.  Fear  of  litigation  is  a 
"powerful,  but  unhealthy  motivation 
for  promoting  work  force  diversity" 
says  Robert  Hayles,  consultant  and  for- 
mer vice-president  of  diversity  and 
human  resources  at  Pillsbury.  Litigious 
action  against  a  company  based  on  dis- 
crimination or  sexual  harassment  can 
be  very  costly  with  significant  bottom- 
line  impact.  Sybil  Evans,  a  conflict 
management  expert,  claims:  "Judgments 
often  run  in  excess  of  $1  million,  to 
which  companies  must  add  an  addi- 
tional 10  to  15  percent  in  legal  fees. 
This  is  not  to  mention  wasted  manage- 
ment time,  morale,  and  lost  productiv- 
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hy.  Furthermore,  negative  publicity 
could  cost  a  company  millions — image 
is  costly  to  build  and  maintain." 

VALUING  EMPLOYEES  = 
EXTERNAL  SUCCESS 

Diverse  perspectives  work  internally  to 
serve  the  varied  needs  of  diverse 
employees  and  improve  business  envi- 
ronments, and  externally  to  respond  to 
markets  and  global  trends.  At  Merck, 
CEO  Raymond  Gilmartin  says  that, 
"Our  company's  hfeblood  is  innova- 
tion and  creativity.  We  need  access  to 
talent  from  everywhere.  We  want  to 
make  sure  it  is  not  restricted."  What 
kinds  of  external  opportunities  are 
missed,  or  mistakes  made  when  some- 
one is  not  in  the  room  to  provide  a  dif- 
ferent perspective,  to  ask  the  kinds  of 
questions  that  need  to  be  asked,  to 
challenge  the  status  quo?  Some  well- 
known  failed  marketing  attempts  have 
demonstrated  the  backlash,  negative 
publicity,  and  lost  marketing  opportu- 
nity resulting  from  not  having  someone 
who  might  have  noticed  simple  over- 
sights with  big  consequences. 

Richard  Notabeart,  CEO  of 
Ameritech  says,  "There  are  a  lot  of 
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things  we  would  just  not  be  tuned 
if  we  were  not  tapping  into  our  div 
work  force.  Our  advocacy  groups 
us  be  sensitive  to  issues  within 
corporate  context.  For  example, 
Hispanic  and  Polish  advocacy  grc 
helped  us  provide  services  for  tl 
communities  so  it  would  be  easier  t 
business  with  Ameritech.  Their  rec 
mendations  have  resulted  in  tren 
dous  successes."  Pitney  Bowes'  Cri 
explains,  "People  need  to  be  in  envi 
ments  where  they  are  comfortable  t 
themselves.  Work  is  intense.  People 
to  feel  valued  so  that  they  can  contril  te 
fully  to  the  organization."  By  listei 
to  employees  from  different  gro 
decision  making  improves,  and  aw  ; 
ness  and  sensitivity  to  issues  incre 
Companies  are  striving  for  long-t 
culture  change  to  ensure  that  the  w 
environment  is  not  excluding  partic 
groups  or  individuals  from  maximi; 
their  abilities  and  contributions.  Sa 
ago  Rodriguez,  director,  multicult 
programs  at  Apple  Computer,  Inc 
the  simple  question,  "How  does  diJ  i- 
ence  or  absence  of  difference  affect 
design  of  products,  our  marketing 
services,  and  our  customer  satis 
tion?  A  question  worth  pondering. 


Exhibit  2: 

The  Changing  Labor  Force  Patterns  of  Families 
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"Traditional  Family  the  husband,  but  not  the  wilt-  is  in  the  work  force 
*  'Other  the  "head  tit  the  household''  is  nut  in  the  labor  force  (e.g.,  a  couple  in  which  the  husband  is  retired,  but  the  wile  is  not  in  the  work 
Source:  "Balancing  Work  Responsibilities  and  Family  Needs  The  Federal  Civil  Service  Response,"  a  report  to  the  President  and  Congress 
U  S  Ment  Systems  Protection  Board,  Howard  V  Hayghe,  "Family  Members  in  the  Work  Force,"  Monthly  Labor  Review,  vol.  113,  no.  3, 
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FLEXIBLE  WORKPLACE 



a  human  resources  perspective, 
are  many  challenges  of  respond- 
the  needs  of  a  diverse  work  force, 
st  glance,  the  issues  might  seem 
'helming.  In  fact,  it  does  require 
/erall  assessment  of  corporate 
ces — from  recruitment,  to  career 
jpment,  to  benefits,  to  compensa- 
te accommodation,  among  oth- 
iexibdity  is  key  in  today's  envi- 
ent.  Helen  Axel,  Senior  Research 
v  and  Consultant  to  The  Confer- 
Soard  says,  "Flexibility  is  a  defin- 
tribute  for  corporations  hoping  to 
ve  in  the  1990s  and  beyond, 
mgh  corporations  can  develop 
:r  flexibility  in  a  variety  of  ways, 
rena  that  has  been  significantly 
ted  is  the  workplace  and, 
:ably,  the  work  force.  The  changes 
ire  occurring  today  can  be  seen  in 
/ay  companies  are  dealing  more 
gically  with  work  force  issues, 
can  also  be  seen  in  the  way  tech- 
;ical  advances  are  altering  the 
e  of  the  workplace  itself." 

K-LIFE  DRIVES  FLEXIBILITY:  Work- 
nitiatives  have  been  in  direct 
use  to  increasing  numbers  of 
en  in  the  work  force,  (still  prima- 
re  givers)  and  the  changing  com- 
ion  of  the  family  (see  Exhibit  2). 
more  females,  dual-earner  cou- 
single  parents  and  individuals 
child  care  and  elder  care  responsi- 
es,  the  workplace  has  had  to 
md  with  flexible  work  arrange  - 
:s  and  employee  assistance  pro- 
s  to  help  employees  balance  work- 
needs.  Work-life  has  provided  a 
latum  for  diversity  in  recognition 
employees  have  needs  that  can 
:nt  them  from  contributing  fully 
e  organization  without  some  flex- 
y.  It  has  raised  awareness  to  the 
that  all  employees  are  not  alike, 
work  can  get  done  in  different  ways 
flex-time  and  telecommuting). 

iFITS  FOR  A  DIVERSE  WORK  FORCE: 

fits,  too,  are  changing  in  response 
ncreasing  costs  and  the  diverse 


needs  of  employees.  Brian  Hackett,  EXHIBIT  3: 

senior  research  associate  in  the  human 

,  .   u    .  On  Affirmative  Action 

resources/organizational  effectiveness 
department  of  The  Conference 

GE  is  committed  to  equality  of 
opportunity  as  a  basic  goal  of  a  free  society. 
Consistent  with  this  goal  and  in  compliance 
with  the  law,  CE  bases  all  employment  decisions 
on  merit,  qualifications,  and  other  job-related 
criteria— not  on  any  irrelevant  factors. 

CE  will 


Board  explains  that  an 
emerging  "life-cycle" 
approach  to  benefits  is 
the  "ultimate  flex  bene- 
fit." He  says,  "by  provid- 
ing flexible  benefits  and  giv 
ing  an  equitable  share  to 
each  person,  allows 
them  to  decide  how 
to  spend  it.  What  a 
single  employee  in 
his  or  her  twenties 
needs  for  benefits  will 
likely  differ  from  the 
needs  of  a  parent  or  older  employee 
near  retirement."  As  the  work  force 
ages,  benefits  become  a  major  consider- 
ation for  corporations.  And,  as  gays  and 
lesbians  become  more  visible,  compa- 
nies are  finding  increasing  pressure  to 
respond  to  the  need  for  domestic  part- 
ner benefits.  Kodak,  IBM,  and  several 
other  major  corporations  now  offer 
domestic  partner  benefits.  Kodak  CEO 
George  Fisher  found  customers  posi- 
tively responded  to  Kodak's  commit- 
ment to  diversity  and  its  employees: 
"We  received  letters  from  customers 
and  the  community  regarding  our 
offering  of  domestic  partner  benefits. 
We  stood  up  on  an  issue  we  felt  was  a 
diversity  issue.  The  fact  that  we  stand 
behind  our  employees  makes  a  strong 
statement  to  our  customers  and  com- 
munities. Our  customers  are  more 
loyal  because  of  it." 

BENEFITS  OF  FLEXIBILITY:  The  work 
place  can  benefit  from  more  productive, 
and  dedicated  employees  as  a  result  of 
those  supportive  initiatives.  Advan- 
tages of  effective  use  of  workplace  flex- 
ibility are: 

♦  productivity  gains 

♦  reduced  absenteeism  and  turnover 

♦  heightened  employee  morale 

♦  remuneration  method  for  survivors 
of  downsizing 

♦  positive  recruitment  tool 

♦  improved  customer  satisfaction. 


Our  use  of  affirmative  action 
programs  ensures  that  we  have 
diverse  candidate  pools  and  a  work 
environment  where  everyone  is  valued 
and  empowered  to  contribute  to 
their  highest  potential. 


Across 
the  company, 
we  envision  a  great 
opportunity  for  competitive 
advantage  in  an 
empowered,  culturally 
diverse,  boundaryless 
CE  work  force. 


continue  to  be 
a  national  leader 
in  programs  to  improve 

education  and  to 
increase  employment 
opportunities  for  all 
citizens  in  communities 
where  we  have 
facilities. 


Compensation,  rewards  and  recog- 
nition, career  development,  education, 
performance  evaluation,  succession 
planning,  and  other  human  resources 
initiatives  all  need  to  be  responsive  to 
changing  work  force  requirements.  In 
general,  human  resources  initiatives, 
along  with  business  planning  and  strate- 
gy initiatives,  need  to  be  flexible  to,  and 
aligned  with,  a  diverse  work  force.  Helen 
Axel  explains,  "As  companies  move  for- 
ward into  the  next  century,  workplace 
flexibility  will  continue  to  gain  favor  as 
a  strategic  management  tool.  But  intelli- 
gent management  practices  are  needed 
to  secure  the  commitment  of  employees 
so  that  flexibility  can  satisfy  both  indi- 
vidual and  business  objectives. 

THE  HUMAN  RESOURCE- 
BUSINESS  DISCONNECT 

Despite  strong  business  arguments 
for  diversity  initiatives,  connections 
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I  KNOW  OF  NOTHING 


0  PLEASANT  TO  THE  MIND, 


AS  THE  DISCOVE 


HING  WHICH  IS  AT  pNCE 


NEW  AND  VALUABLE..." 


—  A.  LINCOLN 


Plan  well  for  the  future  so  you  can  enjoy 
every  single  minute  of  the  present. 


ncoln  National  Life  Insurance  Co.,  Fort  Wayne.  IN  46802 
e  information,  call  1-800-4-LINCOLN. 


between  the  business  case  and  human 
resources-related  diversity  initiatives 
are  not  always  made  clear  or  not  clear- 
ly understood.  For  example,  initiatives 
created  to  ensure  the  development  and 
upward  mobility  of  minorities  may 
look  like  affirmative  action  to  some. 
Companies  like  General  Electric  and 
Philip  Morris  have  printed  statements 
to  dispel  myths  and  clarify  the  distinc- 
tions  between   Equal  Employment 
Opportunity,  Affirmative  Action,  and 
diversity  (see  Exhibit  3).  Although  dif- 
ferent  from   diversity,  Affirmative 
Action  is  seen  by  many  as  a  compli- 
mentary tool  to  the  work  of  diversity. 
Claudette  Whiting,  reflecting  on  a 
recent  meeting  of  The  Conference 
Board's   Council   on  Work 
Force  Diversity  explains 
"We  examined  our  com- 
panies'   positions  on 
Affirmative  Action. 
The  consensus  was  that 
Affirmative  Action,  one 
component  of  a  broad- 
based  diversity  program,  is 
still  a  necessary  tool.  Many 
council  members  pointed  out  that 
white  women,  and  to  a  greater  extent, 
people  of  color,  are  far  from 

achieving  parity  within  the  _ 

The  changing 

management  ranks  at  the  role  of  managers: 


Exhibit  5: 
Linking  Diversity  and 
Total  Quality  Management 


The  key  concepts 
of  total  quality  management 
are  closely  linked  to  those 
of  managing  work  force  diversity. 

The  principle  goal  of  quality 
improvement  is  improvement  of 
the  organization  which,  in  turn, 

increases  the  reliability  of 
service  to  the  customer  and  raises 
customer  satisfaction. 


Customer  satisfaction  and 
the  concept  of  the  internal  customer: 
Managers  and  employees  cannot  focus 
constructively  on  improving  quality  to  external 
customers  until  they  understand  the  importance 
of  meeting  requirements  within  and  across 
departments  and  functions. 


THE  MORE  SUBT 
DIVERSITY/ 
BUSINESS  NEXUS 


Alignment  concept: 

Organizations  function 
most  effectively  when  employee 
goals  are  aligned  with  the 
organization's  goals.  Organizations 
are  more  successful  in  uniting 
different  groups  in  the  pursuit  of 
common  goals  when  individuals 
feel  secure  that  their 
differences  are  valued. 


While  human  resources  initiatives 
prise  a  large  part  of  diversity  initiati 
there  needs  to  be  more.  It  is  about  a 
of  thinking,  a  way  of  doing  busin 
Redia  Anderson,  headquarters  dire 
of  people  and  cultural  diversity  at  S 
Roebuck  and  Co.,  explains,  "I  t 
think  about  diversity  as  part  of  evi 
thing  that  we  do.  When  working 
various  departments  and  funct 
I  try  to  provide  a  'diversity  ii 
mation  overlay'  to  enhance  u 
improve  the  work  that  is  bel 
done.  I  challenge  people  to  th| 
beyond  convention."  Diversity  is  a 
ical  piece  of  ensuring  that  the  S~ 
mission  to  be  a  "compelling  pla~ 
shop,  invest,   and  work" 
achieved.    This  way 
thinking  expands  di 
sity,    taps  into 


majority  of  our  maior 
corporations.  Recruit- 
ment, development 
and  upward  mobility 
are  the  keys  to  achiev- 
ing this  parity  and 
Affirmative  Action 
was      designed  to 
address  all  three."  One 
concern   is  that   in  the 
absence  of  effective  Affir 


Mangers  are  becoming 
responsible  for  working  in  new 
ways,  from  directive  to  facilitative, 

to  coach  and  counselor,  to 
empowerer.  They  are  charged  with 
creating  effective  teams  of  employees 
who  are  unlike  themselves  in  gender, 

race,  religion,  culture,  language, 
education,  values,  lifestyle  and  family 
relationships.  In  total  quality 
management,  effectively  managing 
a  diverse  work  force  becomes 

an  integral  part  of  enabling 
employees  to  perform  to  their 


Employee  empowerment: 

Employees  at  all  levels  are  "empowered" 
to  participate  in  decisions  affecting  their 
work;  the  team  is  the  organization  unit  of 
choice,  from  problem-solving  groups  to 
self-management  work  teams.  Effective  team 
performance  requires  trust  and  open  communication 
among  team  members.  Employees'  understanding 
and  valuing  each  others'  differences  is  seen  as 
the  key  to  trust  and  effective  communication. 
Unmanaged  diversity  can  undercut  trust, 
sabotage  communication  and  create 
barriers  to  employees  and  teams 
achieving  their  potential. 

Griggs  Productions  has 
ated  a  systemic  human  reso 
and  management  development  c 
lenges  model  which  demonstrates 
many  diversity  linkages  and  opport 
ties  that  exist  within  companies 
Exhibit  4).  There  are  tremend 


broader  definite 
and  helps  estab 
a  compelling 
son  for  action. 

A  SYSTEMIC 
APPROACH 


potential. 

mative    Action  programs, 

organizations  will  not  have  a 
diverse  work  force  to  value,  respect, 
and  utilize  to  its  full  potential. 

The  business  rationale  for  devel- 
opment and  upward  mobility  lies  in 
the  full  utilization  of  all  employees  and 
in  ensuring  that  the  decision-making 
ranks  include  individuals  who  repre- 
sent the  internal  and  external  work 
force,  markets,  and  the  world.  That 


rationale  can  be  enhanced,  supported, 
and  given  sustainability  within  an 
understanding  of  diversity  in  a  broader, 
business  context. 


opportunities  to  build  upon  what 
already  know,  on  work  in  place,  and 
shaping  the  workplace  of  the  futu 
For  example,  in  companies  like  F] 
Industries,  Inland  Steel,  Whirlpool,  A 
Harvard  Pilgrim  Health  Care,  dived 
is  strongly  linked  to  total  quality  ml 
agement  (TQM),  which  emphasij 
customer  satisfaction,  teamwork,  prl 
lem  solving,  and  employee  empow) 
ment  (see  Exhibit  5).  Barb  Stej 
explains,  "Every  three  years,  we  par 
ipate  in  a  major  accreditation  a 
review  process  which  focuses  on  < 
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clinical  quality  management  and 
improvement  efforts.  We  are  continu- 
ally evaluating  better  ways  to  deliver 
care  across  diverse  segments  of  our 
community.  So,  diversity  and  quality 
are  a  natural  link  for  us." 

Understanding  the  various  link- 
ages between  diversity  and  the  work- 
place can  help  diversity  managers  and 
business  leaders  develop  a  strong  busi- 
ness rationale  and  strategies  by  clearly 
identifying  the  various  ways  in  which  a 
changing  business  environment  is 
impacted  by  diversity. 

DIVERSITY  SUPPORTS 
CHANGE 

Diversity  has  several  implications  and 
opportunities  in  the  area  of  change. 
Lolita  Chandler,  vice-president,  diver- 


create  a  new  organization.  It  can  do  the 
same  in  joint  ventures.  Fandah  Suluki, 
Manager,-  Diversity,  Work/Home  Life, 
AA/EEO,  Northern  States  Power  Com- 
pany (NSP),  talks  about  her  experience: 
"In  the  midst  of  a  merger  with  Wiscon- 
sin Electric,  NSP  is  also  facing  deregula- 
tion in  the  utility  industry.  NSP  leader- 
ship is  aware  that  'doing  more  of  what 
we've  always  done  will  get  us  more  of 
what  we've  always  gotten.  Creating  our 
business  case  for  diversity  has  allowed 
our  officers  to  begin  leveraging  diversity 
for  the  competitive  advantage  of  the 
organization.  Inclusiveness  is  now  rec- 
ognized as  being  critical  to  our  ability  to 
generate  new  ideas  and  come  up  with 
creative  solutions  to  business  chal- 
lenges. Our  merger,  as  a  merger  of  equals, 
has  allowed  us  a  unique  opportunity  to 
examine  and  enhance  all  of  our  business 


going  to  be  expected  to  do  more  vil 
less."  The  manifestation  of  downsi^g 
has  been  that  people  do  not  feel  valijL 
Companies  often  do  not  communide 
or  overtly  state  the  value  to  those  vk 
remain.  Diversity  initiatives,  such|s 
teamwork,  valuing  employees,  devell- 
ment  programs,  and  work-life  helph 
create  a  sense  of  belonging  and  comni) 
ment  which  helps  establish  more  lof- 
ty and  commitment  among  employe! 

TECHNOLOGY  CREATES 
DIVERSITY 

Technological  changes  are  having! 
profound  impact  on  companies  |i 
many  ways.  Eadie  Ferretti,  manageJt 
corporate  diversity  at  NationsBak 
explains  that:  "Thinking  out-of-tl- 
box  became  a  strong  theme  for  us.  (fl 


sity  at  The  McGraw-Hill  Companies 
says  that,  "Change  is  a  way  of  life.  We 
have  to  be  aware  of  change,  anticipate 
it,  and  be  proactive.  When  diversity  is 
positioned  in  the  context  of  change,  it 
is  easier  to  embrace  the  business  ratio- 
nale. When  aligning  diversity  with 
change,  we  have  to  think  about 
processes  and  assumptions  that  under- 
lie policies  and  practices.  We  don't  do 
business  the  way  we  did  it  in  the  past. 
We  have  to  have  the  courage  to  chal- 
lenge assumptions  and  be  flexible." 

MERCERS  &  ACQUISITIONS:  Under- 
standing the  cultural  implications  of 
diversity  on  mergers  and  acquisitions 
can  help  ease  the  process  and  optimize 
the  effectiveness  of  two  or  more  organi- 
zations and  cultures  coming  together  to 


processes  to  create  the  best  possible 
combined  organization  (PRIMERGY). 
Diversity  was  approached  not  only  as  a 
human  resources  concern,  but  as  a  key 
business  opportunity.  Diversity  figures 
prominently  in  the  Business  Strategy  for 
PRIMERGY.  In  every  decision  that  has 
been  made  in  the  merger  process, 
thought  has  been  given  to  leveraging 
diversity  as  a  strength  in  an  increasingly 
competitive  environment." 

DOWNSIZING:  Downsizing  has  diversity 
implications,  too.  Eric  Watson  explains, 
"Downsizing  can  be  analogous  to  diver- 
sity. If  you  do  things  the  same  way  you 
did  a  year  ago,  you  probably  won't  be 
successful.  Something  has  to  be  done 
differently.  And,  amidst  downsizing, 
people  have  to  feel  valued  if  they  are 


success  and  survival  will  depend  i 
whether  we  can  place  technology  in 
strategic  role  within  NationsBank, 
building  an  ideal  environment  (f 
diversity,  and  hence  technology,  diff 
ent  types  of  people  can  thrive  and 
successful  based  on  their  abilitii 
interests  and  skills;  not  on  non-perfi 
mance  based  factors  such  as  race,  go 
der,  or  ethnicity."  For  NationsBar 
technology  has  required  they  chair 
the  way  they  look  at  work  process^ 
where  work  gets  done,  who  does  t 
work,  and  what  the  top  technology 
require  for  their  work  environmen 
Ferretti  explains,  "We  are  broadeni1, 
the  range  of  people  who  need  to  be  ht 
and  who  have  the  skills  we  need.  Th 
are  coming  from  non-traditional  are: 
We    have    people    coming   out  j 


And  it  may  be  you. 

Mary  McLeod  Bethune  was  a  leader.  An  advocate  for  diversity  when  uniformity  was 
the  rule.  At  Price  Waterhouse  we  share  her  convictions.  We  know  the  value  of  differ- 
ent points  of  view.  Our  clients  depend  on  us  to  look  at  their  complex  business  prob- 
lems from  every  possible  angle.  So  it's  no  wonder  we  consider  diversity  crucial  to  our 
success,  especially  in  the  global  marketplace  of  the  21st  century.  A  diverse  work- 
force allows  us  to  attack  problems  from  a  wide  range  of  points  of  view.  To  come  up 
with  innovative  solutions.  To  us,  that's  where  the  true  value  of  diversity  lies.  Because 
a  diverse  workforce  not  only  enriches  Price  Waterhouse,  it  enriches  our  clients.  For 
more  information  regarding  Price  Waterhouse  call  us  or  visit  us  at  www.pw.com. 

PriceWaterhouse  llp 

Member  of  the  American  Business  Collaboration for  Quality  Dependent  Care,  one  of  the  100  Best 
Companies/or  Working  Mothers,  and  ranked  7th  of  Computer-world's  1 00  Best  Places  to  work. 


28%  of  the  world's  gasoline 
was  discovered  here. 


Over  a  fourth  of  the  gasoline  you 
buy  owes  its  existence  to  an  idea,  to 
late  night  scribbles  in  the  notebooks  of  two 
Mobil  scientists.  They  discovered  that  zeolite 
catalysts  (crystals  the  size  of  a  speck  of  flour) 
could  make  crude  oil  yield  way  more  gasoline 
than  ever  before.  Their  breakthrough  led  to 
a  process  that  is  now  being  used  in  nearly 
every  major  refinery  in  the  world.  It  has 


saved  consumers  billions  of  dollars  a  year, 
and  it  has  greatly  extended  the  Earth's 
precious  oil  reserves.  It  has  also  caused 
Charles  Plank  and  Edward  Rosinski,  who 
together  hold  159  U.S.  patents  and  whose 
careers  epitomize  Mobil's  commitment  to 
science  and  technology,  to  be  elected  to  the 
National  Inventors  Hall  of  Fame.  To  learn 
more,  visit  our  Web  site  at  www.mobil.com. 


mJ  §  1  The  energy 
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Wyoming  or  Colorado  who  want  to 
hook  up  to  modems,  not  wear  suits, 
and  who  are  not  concerned  about  typi- 
cal hierarchy.  These  are  the  best.  We 
need  to  ensure  users  and  those  who 
come  in  are  also  part  of  the  environ- 
ment. How  we  used  to  develop  people 
is  very  different  from  how  we  will 
develop  people  in  the  future.  Old  stan- 
dards are  being  challenged  and  are 
changing."  Some  examples  of  Nations- 


Bank's broadening  range  of  differences 
issues  are: 

♦  Business  people  vs.  technologists 

♦  Old  development  approaches 

vs.  new  continuing  learning  styles' 

♦  Mainframe  skills  vs.  client 
server  skills 

♦  Old  standards  of  office  work 
hours  vs.  24-hour  telecommuting 
opportunities 


exhibit  6:  CORPORATE  DIVERSITY  INITIATIVES 


COMMUNICATION 

Speeches  by  CEO/ 
senior  executives 

Video  by  CEO 

Teleconferencing 

Closed  circuit 
television 

Executive  forum 

Corporate  vision 
statement 

Diversity  mission 
statement 

Diversity  policy 

Diversity  letter/ 
memo  from  CEO 

Senior  management 
behavior  modeling 

Diversity  brochure 

Employee  handbook 

Employee  newspaper/ 
periodical  articles 

Special  diversity 
newsletters/ 
status  reports 

Second  language 
communication 

New  manager 
orientation 


EDUCATION  AND 
TRAINING 

Classes/lectures/ 
seminars 

Diversity  briefings  for 
senior  management 

Diversity  integrated 
into  executive 
education 

Board  of  Trustees 
orientation 

Awareness  training 

*  for  managers 

■*  for  employees 

Diversity  Skills 
training 

♦  for  managers 


♦  for  employees 

Sexual  harassment 
training 

New  manager 
training 

Required  core 
courses 

Mainstreaming 
diversity  into  other 
training 

Worldwide  training 

Train-the-Trainer 
programs 

Change-agent 
seminars 

Cross-race/gender 
training  teams 

Partnering  in-house 

trainer/external 

consultants 

EMPLOYEE 
INVOLVEMENT 

Task  forces 

Task  teams 

Issue  study  groups 

Focus  groups 

Diversity  council 

Corporate  advisory 
committee 

Corporate  steering 
committee 

Business  unit  steering 
committee 

Networking  groups 


CAREER 
DEVELOPMENT 
AND  PLANNING 

Mentoring 

Identification 
process  for  "high 
potential"  employees 

Succession  planning 

Expanded  job  posting 
up  to  V.P.  levels 


Career  pathing 

Individual 
development  plans 

Executive  M.B.A. 
programs 

Developmental 
assignments 

«•  lateral 

rotational 

♦  special  short  term 

♦  task  forces 

Internships 

Self  development 
planning 

Networking 
directories 

Development 
programs  for 
"nontraditional" 
employees 

English  as  a  Second 
Language  (ESOL) 
courses 

Remedial  education 

PERFORMANCE 
AND 

ACCOUNTABILITY 

Link  diversity 
performance  to 
other  corporate 
objectives 

Develop  diversity 

performance 

measures 

♦  quantitative 

♦  qualitative 

Incorporate  diversity 
in  management  by 
objectives 
Define  and  reward 
behaviors  that 
reinforce  diversity 

Monitor  and  report 
progress 

Evaluate  business 
units'  performance 


Evaluate  mangers' 
performance 

Evaluate  all  employ- 
ees' performance 

Tie  diversity 
performance  to: 

♦  business  unit 
head's  compen- 
sation 

♦  business  unit's 
bonus  pool 

♦  individual 
incentive 
compensation 

♦  direct 
compensation 

♦  other  rewards 
and  recognition 

CULTURE  CHANGE 

Conduct  internal 
diagnostic  studies 

♦  glass  ceiling  audit 

♦  equity  studies 

♦  culture  audits 

Incorporate  diversity 
items  in  employee 
attitude  surveys 

Benchmark  other 
companies 

Develop  corporate 
diversity  strategy 

Integrate  diversity 
into  total  quality 
strategy 

Establish  stand-alone 
diversity  position 

Add  diversity 
responsibilities  to 
EEO/AA  position 

Emphasize  line  man- 
agement ownership 

Adopt  flexible 
managerial  style,  not 
"one  size  fits  all" 

Revise  policies/ 
benefits  to  support 
diverse  needs 


♦  Banking  industry  dress  vs. 
casual  anytime 

♦  Traditional  hierarchical 
management  styles  vs.  coaching 
styles  required  for  different 
skills,  communication  styles, 
work  habits,  and  motivations. 

One  of  NationsBank's  key  obje 
tives  is  to  create  a  results-orient 
work  environment  that  provides  pe 
pie  the  flexibility  they  need  to  get  t 
job  done.  They  also  want  to  illustrat 
diversity  perspective  and  strategi 
beyond  the  race  and  gender  discussk 
while  still  demonstrating  the  adva 
tages  to  understanding  ongoing  ra 
and  gender  challenges. 

In  the  late  1 980s  Pitney  Bowes  w 
presented  with  the  challenge  of  trai 
forming  a  manufacturing  plant  from 
electro-mechanical  plant  to  a  high-te 
operation.  Their  diversity  issues 
work  force  that  spoke  19  primary  h 
guages,  skills  gaps  between  wr 
employees  knew  and  what  they  need 
to  know,  and  employees  accustomed 
isolated  assembly  operations.  Pitn 
Bowes'  Michael  Critelli  attributes  t 
transformation  success  to  investing 
the  work  force  by  providing  a  comp 
hensive  educational  process  tr 
included  reading,  math,  team  buildn 
and  conflict  resolution.  Employt 
were  also  taught  about  electroni 
computers,  and  software.  Now,  wl 
would  have  taken  3'A  hours  to  prodi 
takes  45  minutes.  Employees  ha 
learned  to  work  in  teams,  and  thi 
have  been  tremendous  productiv 
gains.  And,  even  those  who  have  1 
the  company,  have  done  so  with  higl 
esteem  and  greater  employabihty 

In  an  environment  of  competi 
pnonties  and  responsibilities,  only  tin 
things  that  provide  ways  to  enhai 
the  business  or  help  individuals  achic 
objectives  will  prevail.  Although  th> 
is  a  lot  progress  being  made  in  com 
nies,  there  is  much  work  to  be  done. 
The  Conference  Board's  study,  a  maj 
ity  (72.6  percent)  of  participants  rant 
their  overall  initiatives  between  th 
and  six  on  a  scale  of  one  to  10  with 
being,  "expert,  well-developed." 
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At  GE,  we're  betting 
everything  on  people 
like  Wayne. 


Name:  Wayne  Hcwett.  Husband,  father  and  General 
Manager,  Petrochemicals  and  Global  Sourcing,  GE  Plastics. 
Home:  Dalton,  MA.  Originally  from  Kingston,  Jamaica. 
Education:  BS  and  MS  Industrial  Engineering, 
Stanford  University. 

Influences:  His  parents  instilled  strong  values  which 
"focused  on  respecting  people,  applying  yourself  to 
accomplish  goals  and  maintaining  family." 
Heroes:  His  dad:  "He  taught  me  that  it's  not  where 
you  start  that's  important,  but  where  you  end  - 
go  after  your  dreams." 


Interests:  Spending  time  with  his  kids,  international  travel 
and  listening  to  loud  reggae  music  on  a  very  hot  day. 
Investment  Strategy:  Wayne  focuses  on  stock  hinds, 
both  global  and  domestic. 

Strength:  Quick  study  who  finds  a  way  to  win  regardless 
of  environment. 

Weakness:  Sweet  desserts,  especially  cakes. 
Philosophy:  "Make  a  difference  in  everything  you  do." 
What's  best  about  working  at  GE:  "II  you  make  a 
difference,  you  will  be  noticed  and  challenged. 


You're  constantly  being  driven  to  be  your  best." 

The  future  of  GE  depends  on  people  like  Wayne.  So,  if  you're  looking  for  an  opportunity  to  make  a 
difference,  bet  on  GE.  Our  leadership  vision  includes  you.  To  learn  more,  write  GE  Corporate  Human 
Resources,  4  Daniels  Farm  Road,  Suite  353-BE,  Trumbull,  GT  06611.  GE  is  an  equal  opportunity  employer. 


We  bring  good  things  to  life. 


respondent  rated  their  company  higher  EXHIBIT  7:  IMPORTANT 

than  an  eight.  The  study  also  found  COMPONENTS  OF  A 

that  although  there  tends  to  be  very  DIVERSITY  STRATEGY 

high  awareness  of  diversity,  there  still  Management  commitment^' '' 

remains  a  lack  of  understanding  of  its  leadership,  and  support 

implications.  The  better  the  under-  Integration  of  diversity  initiatives  into 

standing  of  how  diversity  ties  to  busi-  business  and  organizational  objectives 

ness,  the  way  people  do  their  jobs,  the  Communication  and  continuing  dialogue 

more    effective    initiation    will    be.  among  all  employees 

Chuck  Reid  says,  "diversity  is  not  Education  and  training 

adding  to  the  business,  but  multiplying  Accountability  with  consequences,  especially 

the  possibilities."  Multiplying  possibil-  for  senior  and  middle  management 

ities  does  require  additional  work  and  Employee  involvement 

is  a  long-term  investment.  Many  com-  Measurements' of  "initiatives 

names  are  demonstrating  just  how  they  ' TV  " 

r                                  01/  Line-driven  initiatives 

are  responding  to  workplace  and  work   

,             ..  .      .          .  .       ..  Inclusive  definition  of  diversity 

force  realities  by  making  diversity  a   

strategic  plan.   Cu,tUrC.char^e  

Clear  diversity  vision  and  objectives 

Access  to  decision  making  and  decision  makers 

RP(3  RAHT E  Champions  of  diversity  at  all  levels 

DIVERSITY  Resources 

Strong  recruitment,  retention, 

STRATEG I ES  and  pr°moti°n  eff°rts 


Creating  organizational  effectiveness 
through  diversity  requires  a  variety  of 
initiatives  and  an  integrated  approach 
to  business  processes.  Lente  Louise 
Louw  explains,  "Only  an  integrated 
response  embedded  in  the  context  of 
the  organization's  broader  strategic 
challenges  and  objectives  can  achieve 
long-term  results."  Jose  Berrios,  vice- 
president,  diversity  and  headquarters 
personnel,  at  Gannet  &  Co.,  Inc.  agrees: 
"By  making  diversity  a  business  strate- 
gy and  making  it  a  business  objective 
of  senior  management,  you  show  the 
value  of  having  diverse  views,  diverse 
people,  and  a  creativity  that  is  generat- 
ed that  ultimately  allows  you  to  attain 
your  business  objectives." 

One  of  the  first  challenges  in 
diversity  is  establishing  a  strategy  for  a 
long-term  process  in  a  short-term  soci- 
ety. Charles  Gifford  explains,  "The  most 
successful  companies  are  those  that 
look  at  any  investment  as  long-term 
economic  value.  That  is  true  if  building 
a  plant,  buying  a  bank,  or  making  an 
investment.  Diversity  should  be  viewed 
the  same  way."  Nicole  Barde  ascribes 
Intel's  success  to  their  successful  archi- 
tecture. "I  believe  it  is  our  smart  peo- 


ple, innovation,  how  we  work,  how  we 
manage,  that  makes  us  a  tremendous 
success."  Intel's  architecture  reflects 
some  key  concepts  around  diversity. 

Although  there  are  a  variety  of  tac- 
tics and  activities  being  undertaken  by 
companies  (see  Exhibit  6),  there  is  agree- 
ment among  leading  edge-companies  in 
The  Conference  Board's  study  about 
some  key  ingredients  that  lead  to  a  suc- 
cessful strategy  (see  Exhibit  7).  The  two 
most  important  components  of  a  strate- 
gy are:  management  support;  leadership 
and  commitment,  and  integration  into 
business  and  organizational  objectives. 


TOP  MANAGEMENT 
INVOLVEMENT  AND 
COMMITMENT: 
WALKING  THE  TALK 

There  is  nearly  unanimous  agreement 
that  top  management  commitment  is 
essential  for  the  ultimate  success  of 
corporate  diversity  initiatives.  One- 
third  of  the  companies  surveyed  by 
The  Conference  Board  identified  their 
CEO  as  the  greatest  supporter  of  diver- 
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sity — and  virtually  100  percent  i 
fied  CEO  involvement  to  some  e: 
Many    CEOs    have    made  int 
announcements  to  employees, 
others  have  been  outspoken  public 
the  benefits  of  diversity.  Involver 
may  vary  from  minor  participatior 
very  visible,  active  role.  At  Sara 
Corporation,  a  three-day  conference 
sponsored  where  top  manager 
played  a  key  role  in  launching 
Lee's  diversity  initiatives.  When 
of  America  began  to  explore  ho^ 
strategically   approach  diversity 
three-day  off-site  meeting  was  sej 
attended  by  four  members  of  1 
managing  committee — the  top 
officers  of  the  bank — and  a  di\ 
group  of  employees  from  various 
graphic  areas,  job  levels,  racial  grc  : 
ages,  and  sexual  orientations, 
facilitator-led  workshop  explored 
stereotypes,  power  structures,  anc 
subtle  and  not-so-subtle  barriers 
get  in  the  way  of  developing  a  rich 
diverse  work  force.  Valerie  C 
explains.  "That  exercise  led  u 
examine  some  fundamental  quest 
in  our  company,  questions  thath' 
CEO  and  managing  committee  at 
committed  to  answeiing: 

4-  How  can  we  develop  all  employs 
so  that  they  are  ready  for  oppor- 
nities  that  arise  in  the  company 

♦  How  can  we  be  sure  that  minor  e 
and  women  gain  access  to  bette  1 
jobs,  as  they  become  available? 

♦  How  can  we  make  sure  that  we^i 
give  minorities  and  women 
opportunities  without  discrimrn;D 
against  white  men? 

♦  How  can  we  show  all  employee 
that  we  value  their  contributior' 

4-  How  can  we  change  attitudes  o 
both  employees  and  customers? 

4  Will  the  same  approach  work  fc 
new  employees  and  those  with 
many  years  of  service?" 

Like  several  companies,  Hewr 
Packard  has  established  a  Dive  t 
Leadership  council  made  up  of  'i 
presidents  from  each  of  their  rrj! 
businesses  to  provide  on-going  le<l 
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Declaration  of  Diversity 


Wc,  the  undersigned,  believe  that  the  communities,  citizens  and  corporations  of  New  Jersey  will  reach  their  highest  goals  when  all 
ipprcciate  and  celebrate  the  state's  growing  diversity.  As  members  <  >f  the  Partnership  for  New  Jersey  and  major  employers,  we  know  that 
view  Jersey's  growing  diversity  strengthens  corporations  and  communities  alike. 

When  we  strive  in  the  work  place  to  reduce  bigotry  and  prejudice,  the  effort  to  recognize  the  full  potential  of  an  increasingly  diverse  work 
orcr  begins  to  succeed.  The  principles  that  underlie  successful  corporate  efforts  can  help  guide  New  Jersey's  progress  toward  becoming  a 
;tatc  that  truly  values  diversity.  We  are  committed  to  the  following  principles  and  invite  other  employers,  cities  and  towns,  and  individuals 
hp  iiighout  the  state  to  join  us  in  taking  concerted  action  to: 


'  Acknowledge  and  respect  differences 

i  Be  sensitive  to  the  many  cultures  in  and  beyond  the  work  place 

'  Avoid  conduct  that  disadvantages  any  group 


■  Understand  and  serve  fairly  the  diverse  communities  in  which  we  operate 

■  Encourage  p<  >i  k  ies  and  practices  that  are  truly  inclusive 

■  Embrace  opportunities  to  work  with  our  communities  to  deepen  and 
broaden  our  mu1tial  understanding  about  diversity  issues. 
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NEW  JERSEY 
Many  Faces.  One  Family. 


ie  Partnership  for  New  Jersey  invites  others  to  join  in  this  commitment,  made  at  the  Governor's  Leadership  Summit  on  Diversity.  October  2,  1996 
>r  more  information,  please  call  or  write  The  Partnership  al  109  Church  Street.  New  Brunswick,  NJ  08901.  908-2-*6-}222 
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Exhibit  8:  Hewlett-Packard's  Work  Force  Diversity  Strategy 


EXTERNAL  FORCES 


Driving  Forces 


4hiii  internal  force 


Changing  Demographics 
Future  Talent  Base 
Global  Market  Place 
Diverse  Customer  Base 
Government  Legislation 
Societal  Issues 
Rising  Average  Age 
Competition 


ship  and  commitment  to  the  attain- 
ment of  Hewlett-Packard's  business 
mission  and  diversity  objectives.  Emily 
Duncan,  diversity  manager  at  Hewlett- 
Packard,  explains  the  benefits  of  top 
executive  involvement,  "They  know  the 
organization  and  how  to  make  change. 
And,  when  they  speak,  people  listen." 

MIDDLE  MANAGEMENT  COMMITMENT: 

Even  when  top  management  is  com- 
mitted, its  vision  may  not  be  readily 
apparent  and  therefore  persuasive  to 
other  levels  of  management — particu- 
larly in  the  early  stages  of  a  change 
process.  DuPont's  Claudette  Whiting 
explains  that  top  management  com- 
mitment is  not  enough.  "Oftentimes, 
diversity  is  embraced  at  the  top  levels 
of  the  organization,  which  is  appropri- 
ate and  necessary  to  drive  this  initiative. 
However,  it  is  at  the  mid-and  lower 
management  levels  where  the  diversity 
process  becomes  a  reality.  To  be  effec- 
tive, diversity  must  be  embraced  all  the 
way  down  to  the  employee's  immedi- 
ate supervisor."  Throughout  manage- 
ment literature,  middle  management  is 
often  seen  as  a  barrier  to  change  in 
organizations.  A  1992  survey  by  The 
Conference  Board  of  131  companies 
found  that  69  percent  of  responding 
companies  identified  lack  of  middle- 
management  support  as  one  of  the 


HP  WAY 


COMPANY  PEOPLE  HOSHIN 


DIVERSITY  GOALS  &  OBJECTIVES 


GLOBAL  STRATEGY 
Management  Leadership      Development  Program 

Diversity  Learnings  Work/Life  Balance 

Outreach  &  Recruitment     Employee  Participation 

METRICS  &  FEEDBACK 

most  serious  barriers  to  implementing 
a  diversity  initiative.  Recognizing  that 
middle  management  often  feels  the 
impact  of  restructured  organizations, 
downsizing,  broader  spans  of  control, 
and  responsibility  for  a  variety  of  ini- 
tiatives and  business  trends,  it  is  not 
surprising.  Managers  who  are  grappling 
with  day-to-day  issues  do  not  see  any 
immediate  positive  impact  from  diver- 
sity initiatives.  No  company  is  immune 
to  this  uncertainty  and  lack  of  agree- 
ment about  basic  issues  surrounding 
diversity — its  priority  and  relationship 
to  other  issues,  the  degree  of  impact  it 
will  have  on  the  organization,  and  even 
how  it  is  defined. 

Those  implementing  diversity  ini- 
tiatives, who  want  to  drive  it  through- 
out the  organization  have  an  opportu- 
nity to  do  so  by  integrating  it  into  the 
business.  If  middle  management  per- 
ceives diversity  as  another  program, 
flavor  of  the  month,  or  "one  more 
thing  to  do,"  it  is  unlikely  they  will 
ever  buy  into  it  beyond  personal  con- 
viction. Yet,  if  they  understand  that  it 
is  integral  to  their  business,  and  they 
understand  how  they  can  be  more 
effective  and  profitable,  they  will  sup- 
port and  drive  initiatives.  Furthermore, 
if  it  becomes  a  measurable  business 
objective,  it  becomes  a  business  priori- 
ty for  which  they  are  responsible. 


Employee  Mora 
Underutilization  and  Attritic 
Perception  of  Glass  Ceilir 
Lack  of  Role  Models  and  Mento 
Harassmei 
Work  Force  Balancir 
Increased  Productivit 
Team  wo 


INTEGRATING  DIVERSITY 
INTO  BUSINESS  OBJECTIVE 


A  successful  initiative  requires  an  le-a 
grated  strategy  that  addresses  all  cpcj 
ponents  of  the  business,  fn  fact,  diveJty  i 
is  increasingly  becoming  an  explicipra 
implicit  component  of  corporate  is-fl 
sion  statements,  strategies,  and  one-  i 
tives.  An  evolutionary  process,  it  cape  | 
supported  by  a  strong,  well  devekpi 
strategy.  Hewlett-Packard,  for  exarrleji 
has  created  an  integrated  diverjtyA 
model  and  framework  that  mcorporpe 
external  and  internal  forces  into  ccjo-x 
rate  objectives  (Hoshin)  and  diveityi't 
goals  and  objectives  (see  Exhibit*).! 
FMC  has  created  a  Diversity  handbkp 
for  Managers  which  provides  gi  W 
lines  and  examples  of  how  busiss 
strategy,  human  resources  straty 
and  diversity  are  linked  (see  Exhibip).  i 
Diversity  is  being  integrated  into  tsi-~ 
nesses  in  a  variety  of  ways  strategic  ly, 
and  tactically. 

MISSION  STATEMENTS:  Compa| 
like  Inland  Steel,  FMC  Corporal|n. 
Digital  Equipment  Corporation,  i& 
NASA  have  all  made  diversity  a  patw 
their  mission  statements.  Two  e)' 
diversity  elements  in  FMC's  misar. 
statement  and  strategy  are:  "getlg, 
developing,  and  keeping  more  thanfur 
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meone  were  looking  that  way  at  his  wife, 
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DAUGHTER... 


He'd  be  pretty  upset. 


He'd  think  that  they're  not  objects 


FOR    THE    VIEWING    PLEASURE   OF  OTHERS. 


He'd  think  that  they  deserved  a  little 
more  respect.  He'd  think  twice  about 


where  he's  looking. 


a  look,  a  gesture,  a  comment. 


Sexual  harassment  comes  in  many  forms, 
some  are  subtle,  all  are  ugly.  But  the 
damage  caused  is  anything  but 
subtle. 


At  the  United  States  Postal  Service, 
we  believe  preventing  sexual  harassment 
starts  by  treating  people  with  the 
respect  they  deserve.  It  means  setting 
a  higher  standard  of  professional 
behavior  to  make  our  community  a  better 
place  to  work  and  live. 


5f  UNITED  STATES 
1  POSTAL  SERVICE,, 

Diversity  Prosrams/D'tversitv  Oeve/of>ment 
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fair  share  of  the  best  people;  and  glob- 
alizing business."  Inland  Steel's  mis- 
sion statement  places  a  strong  empha- 
sis on  total  quality,  employee  involve- 
ment, and  teamwork  with  diversity  as 
a  core  element  to  achieving  the  mis- 
sion. "The  steep  challenges  facing  us 
can  only  be  met  when  each  employee 
is  truly  a  stakeholder  in  the  company," 
says  Inland  Steel's  president. 

Mission  statements  and  objectives 
mean  little  unless  there  is  a  strategy  for 
achieving  them  and  the  company 
demonstrates  the  action  and  support  of 
those  affirmations. 

ACTION  PLANS:  Action  plans  are 
becoming  both  organizational  and  indi- 
vidual tools  for  creating  clear  diversity 


objectives,  goals,  and  accountabilities 
throughout  organizations.  They  also 
help  drive  the  process.  Honeywell  has 
utilized  action  step  guidelines  based 
upon  Ann  Morrison's  work  in  her  book, 
The  New  Leaders.  Their  action  steps  are: 

♦  discover  and  rediscover  diversity 
problems  in  organizations 

♦  strengthen  top  management 
commitment 

♦  choose  solutions  that  fit  a 
balanced  strategy 

♦  demand  results  and  goals 

♦  use  building  blocks  to  maintain 
momentum. 


Inland  Steel's  objectives  fall  into 
five  categories:  education  and  training, 
employee  retention,  external  hiring, 
communication  and  awareness,  and 
diversity  plan  progress  and  measure- 
ment. Each  worksheet  helps  clarify 
goals,  obtain  commitment,  and  estab- 
lish measures  as  well  as  ways  to  achieve 
specific  goals.  When  management  and 
employees  know  what  they  are  supposed 
to  do,  it  is  easier  to  create  accountabil- 
ity and  create  metrics  for  success. 

ACCOUNTABILITY:  When  managers  and 
employees  are  seemingly  asked  to  do 
more  with  less,  diversity  is  not  likely  to 
become  a  part  of  management  and 
employee  priorities  without  real 
accountability  for  specific  objectives. 


a  minimum  of  barriers 

Increasingly,  too,  external  vendors,  cus- 
tomers, and  shareholders  are  holding 
companies  accountable.  Faye  Richard- 
son, director,  organizational  effective- 
ness and  inclusion  at  Steelcase  explains, 
"Some  companies  ask  very  explicitly,  in 
submitting  vendor  qualification  forms, 
what  do  we  do,  what  values  we  hold, 
what  our  composition  is.  They  may  ask 
about  who  we  do  business  with.  We 
have  a  number  of  customers  who  visit 
on  a  regular  basis  and  provide  feedback 
on  what  they  see.  They  comment  on 
teams  working  together  on  the  work 
environment.  They  see  that  we  demon- 
strate what  we  say."  Barbara  Stern 
agrees,  "The  community,  employers, 


employees,  vendors,  stakeholders,  c| 
tomers,  all  are  now  raising  the  H 
expecting  that  people  pay  attention! 
this  issue."  Several  companies  hi 
shared  Steelcase's  and  HPHC's  expl 
ence,  and  many  are  holding  their  ol 
vendors  and  suppliers  accountable.  I 

Internally,  accountability  off 
starts  at  the  top.  For  example,  in  1% 
NASA  released  its  Equal  Opportunl 
and  Diversity  Management  Plan  I 
the  National  Aeronautics  and  Spl 
Administration.  The  booklet  opJ 
with  an  executive  foreword  statil 
"Each  of  the  undersigned  embraces  fl 
value  of  Equal  Opportunity  and  divl 
sity  in  the  NASA  work  force  and! 
fully  committed  to  making  NASjfl 
Equal  Opportunity  vision  a  reality,  M 
accomplishing  the  goals  and  objecthj 
outlined  in  this  plan."  The  stateml 
was  followed  by  a  signature  pJ 
of  NASA's  top  32  administrate! 
Hewlett-Packard's  CEO  driven  obji 
tives  create  a  natural  accountabili 
among  his  direct  reports  as  part  of  ca! 
all  business  objectives.  Similarly,  ja 
General  Public  Utilities,  John  Fid|| 
Corporate  Affairs  Director  explail 
"One  of  our  major  accomplishmel 
has  been  a  diversity  accountability  I 
officers.  They  must  join  the  CEOi 
commitment  by  making  sure  that  thr 
visions  reflect  the  overall  corpora 
commitment  to  diversity."  If  the  C) 
makes  diversity  a  priority,  then  it  vis 
likely  become  a  priority  among  hist 
her  reports,  and  theirs. 

Accountabilities  range  from  a  si- 
pie  checklist  of  activities  and  actio', 
to  a  comprehensive,  weighted  measu- 
ment  system.  Among  the  accountab- 
ly tools  used  are  360  feedback  (writ  i 
and  verbal),  employee  attitude  survs 
of  management  behavior,  evaluates 
that  incorporate  diversity  objectiv, 
and  self-evaluations.  Some  comparis 
attach  a  percentage  of  compensate 
and  bonus  directly  to  diversity  obj  - 
tives.  At  Harvard  Pilgrim  Health  Di 
20  percent  of  management's  bonus; 
contingent  upon  completing  meas- 
able  diversity  objectives. 

Several  companies  have  rec:- 
nized  the  need  to  provide  managers  w» 


Exhibit  9:  From  FMC's  Diversity  Handbook  for  Managers 
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Globalizing 


Innovation 
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Reduce  management 
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Need  more  talent 


Employees  doing  more  and 
developing  broader  skills 

All  cultures  working 
together  effectively 

Generate  new  ideas 


Develop  employee  teams 
close  to  customers 


Create  independent,  skilled, 
and  motivated  employees 


Attracting  and  retaining  the  best 
possible  employees 

Maximizing  the  potential  of  all  employees 


Increasing  sensitivity  to  and 
understanding  of  multicultural  employees, 
customers,  vendors,  and  government 

Accepting  and  building  on  diverse 
perspectives 

Multifunctional  teams  operating 
effectively  and  creating  an  inclusive 
environment  for  all  participants 

Creating  self-directed  work  teams  that 
leverage  differences  and  operate  with 
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Like  the  ones  that  over 
1.3  million  Missouri  students 
give  their  teachers  each  week. 

The  same  students  who  will  contribute  to 
the  best-educated  work  force  in  the  nation. 
If  you're  looking  for  a  state  that  means 
business,  come  see  the  sites  in  Missouri. 
Call  1-800-523-1434,  Ext.  3. 

^MISSOURI 

The  State  o i    The  World  Today 

http://www.ecodev.state.mi). us 
mohizz@mail.state.mo.us 


Nichols  and  Associates.  Inc. 
Discover  the  sustained  power  and  competitive  advan- 
tage of  your  diverse  work  force.  Nichols  and  Asso- 
ciates helps  organizations  achieve  their  goals  by 
integrating  kowledge,  creativity  and  problem  solving 
strategies  of  all  employees  for  peak  global  perfor- 
mance. Dr.  Nichols  is  a  pioneer  and  international 
leader  for  25  years  in  understadmg  cultural  difference. 
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1523  Underwood  St.  NW 
Washington,  D.C.  20012 
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Fax:  202-722-4268 
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TO  SELL  WORLDWIDE. 

THE  MULVANEY  GROUP 
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Diversity  is  the  Issue. . . 

Partnering  with  leading  global  organizations  to 
build  inclusive,  high-performance  environments 
for  twenty  years. 

. . .  Development  is  the  Answer 
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No  Potential  tost"  CD's 

•  Personal  Effectiveness 

•  Interpersonal  Effectiveness 

•  Organizational  Effectiveness 


PROgroop®  %  %  f .  *::f  t  f  * 


There  are  risks  and 
consequences  to  a 
program  of  action. 
But  they  are  far  less 
than  the  loncj-ranae 
risks  and  costs  of 
comfortable  inaction. 
John  F.  Kennedy 
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Diversity  Specialists  for  over  10  Years 

•  Strategic  Diversity  Initiatives 

•  Top  to  Bottom  Involvement 

•  Customized  Approach 

•  Awareness  and  Skills  Training 

•  Diversity  Products 

•  Award-Winning  Videos 

1-800-651-4093 
http://www.progroupinc.com 


Diversity  Training  for  Managers 

Managing  across  Difference  lets  your  busiest  managers 
learn  at  their  own  pace  in  a  private,  non-threatening 
environment.  True-to-life  case  studies  presented  by 
world-renowned  experts  get  managers'  minds  racing.  A 
sophisticated  interactive  format  ensures  that  key  con- 
cepts are  understood  and  retained.  Diversity  is  only 
one  of  serveral  topics  available.  For  a  free  brochure  call 
800-795-5200,  and  mention  priority  code  9271.  Or,  visit 
our  Web  site:  http://www.hbsp.harvard.edu. 

ebd  Harvard  Business  School  Publishing 

$V  The  Power  of  Ideas  at  Work 


Diversity  Without  Adversity 

4-Day  Train-the-Trainer/Consultant  Program 

February  18-21, 1997,  Scottsdale,  Arizona 

The  one-of-a-kind  hands-on  program 
for:  HR  Mgrs,  Diversity  Directors  and 
Internal  Diversity  and  Sexual  Harass- 
ment Trainers. 

How  to:  Design  and  conduct  Diversity 
and  Sexual  Harassment  Prevention 
Trainings  •  Measure  Diversity's  bot- 
tom-line progress  and  payoffs  •  Move 
beyond  Affirmative  Action  &  "Diver- 
sity 101,"  to  real  culture  change  •  Link 
internal  customer  with  external  cus- 
tomer service  excellence  •  Include 
white  Anglo  men  as  Diversity  allies 


Tulin  Diversiteam 

Associates 

5  Curtis  Park  Drive 

Wyncote,  PA  1 9095 

Tel:  21 5-884-7325 

Fax:215-886-5515 

E-Mail: 

DIVERSITM@A0L.COM 


BECAUSE  SUCCESSFUL  DIVERSITY 
DOESN'T  JUST  HAPPEN... 

We  provide  the  tools  to  make  it  work  for  you. 

•  Cultural  Assessments  •  Work  Force  Surveys 
•  Diversity  Initiatives  •  Communication 

•  Awareness  Training  •  Transcultural  Marketing 

•  Multicultural  Customer  Research 

*  Conover  &  Company  Communications,  Inc. 

c        Putting  the  Pieces  Together 


Tel:  202-5+4- 1441 


E-mail:  ConoverAM@aol.com 
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ools  to  help  them  achieve  their 
tives — and  to  understand  exactly 

they  are  accountable  for.  One  of 
riteria  is  behavior.  Jerry  Gills  of 
?est  Corporation  explains,  "One 
e  biggest  mistakes  for  successful 
sity  initiatives  is  to  go  after  peo- 
belief  systems.  What  we  can  do  is 
e  expectations,  standards,  and 

measure  behavior."  Behaviors 
de  treating  people  with  dignity 
aspect,  sensitivity,  flexibility,  and 
iraging  contributions  from  all 
jyees.  General  Electric  has  estab- 
1  a  self-assessment  tool  with  sev- 
ey  diversity  practices  including: 

■>  management  commitment  and 
rolvement  in  diversity  initiatives 
:ruitment  objectives 
endance  at  education  and 
ining 

w  well  employees  are  helped 
career  management 
jport  of  work-life  programs 
nmunication  of  diversity 
ategy 

'oivement  in  outreach 
igrams 

vard  and  recognition  of  those 

10  walk  the  talk 

w  well  diversity  is  integrated 

0  business  strategy. 

nland  Steel  also  provides  a  model 
lected  behaviors  for  all  employees 

XHIBIT  10). 

"he  rules  for  success  include  a 
>er  of  accountabilities  for  man- 
to  move  initiatives  forward, 

1  behaviors,  create  a  healthy  and 
ctive  environment,  develop  peo- 
nd  meet  business  objectives.  The 
:nge  to  accountability  is  to  have 

2  actually  internalize  corporate 
iversity  values  so  that  they  have 
rship.  Many  take  on  ownership 
gh  involvement. 

DYEE  INVOLVEMENT:  Employee 
/ement  is  an  integral  part  of  most 
;ity  initiatives  It  not  only  con- 
es to  a  more  effective  strategy, 
lso  helps  get  ownership,  buy-in 
:ommitment  to  initiatives,  and 


Exhibit  10:  Inland  Steel 
Diversity  Behaviors 

Treat  individuals  at 
al!  levels  with  dignity 
and  respect. 


Recognize,  value, 
and  respect 

individual,  social, 
and  cultural 
differences. 


Take  the  time 
to  expand 
my  comfort  level 
with  employees 
of  different 
styles  and  cultural 
backgrounds. 

Provide  needed 
experience  and 
knowledge  equitably  to 
individuals,  and  resist 

providing  unfair 
advantages  to  certain 
individuals. 

Identify  and  acknowledge 
my  own  contributions 
to  persona!  prejudices  and  stereo 
types  and  take  appropriate 
action  to  correct  them. 


ees'  convictions  that  the  company  will 
support  them,  respect  their  differences, 
and  provide  opportunities  for  them  to 
make  contributions  to  the  organiza- 
tion." At  Principal  Financial,  resource 
groups  are  represented  on  the  diversity 
council  which  acts  as  an  advisory 
board  to  human  resources  and  senior 
management.  They  give  input  on  pro- 
grams and  often  for  programs  not 
specifically  part  of  diversity,  but  that 
have  implications  for  diversity. 


Model  behavior 
supportive  of  ISC's 
diversity  objectives 

and  goals  and 
serve  as  a  positive 

change  agent 
(e.g..  stereotypical 
comments  are 
acted  upon). 


Understand, 
communicate, 
and  demonstrate 
commitment  to  the 
company's  diversity 
philosophy. 


Objectively 
value  different 
perspectives. 


drives  diversity  throughout  the  organi- 
zation. Employee  involvement  takes 
many  forms,  including  task  forces,  spe- 
cial committees,  and  networking 
groups.  Task  forces  and  special  groups 
often  identify  issues,  make  recommen- 
dations for  diversity  strategies,  and 
help  develop  initiatives.  Many  compa- 
nies have  networking  or  affinity  groups 
representing  women,  African-Ameri- 
cans, Hispanics,  Asians,  gays  and  les- 
bians, disabled  and  others.  Charles  Gif- 
ford  explains,  "I  was  introduced  to  our 
gay  and  lesbian  alliance  leadership 
group.  I  want  to  let  them  know  I'm 
proud  of  them  and  want  to  help  them 
contribute  fully  to  the  organization.  In 
my  opinion,  our  company  is  clearly 
becoming  stronger  because  of  employ- 


CAREER  DEVELOPMENT  AND  PLANNING: 

There  is  growing  interest  in  establish- 
ing more  effective  career  development 
and  planning  initiatives,  especially  as 
they  apply  to  women  and  minorities. 
The  re-evaluation  of  development  sys- 
tems actually  results  in  overall 
process     improvement  that 
eventually  impacts  all  employ- 
ees. Clearly,  there  are  still  sig- 
nificant segments  of  the  work 
force  which  have  not  been  provid- 
ed the  opportunity  or  access — for  a 
variety  of  reasons — to  programs  that 
would  enable  growth  and  upward 
mobility  in  organizations. 

Northern  States  Power  (NSP)  cre- 
ated a  voluntary  career  development 
model  within  their  human  asset  plan- 
ning process  as  one  way  to  address 
glass  ceiling  issues  for  black  women. 
The  model  will  eventually  be  applied 
to  all  employees  throughout  the  orga- 
nization. Following  their  established 
development  model,  participating 
employees  develop  a  career  plan,  look 
for  development  opportunities,  learn  of 
new  job  openings,  and  get  more  visibil- 
ity in  the  organization.  Job  offers  are 
purely  on  merit,  but  a  traditionally 
underrepresented  group  now  has  a  bet- 
ter opportunity  to  be  integrated  into 
the  career  development  process.  NSP's 
Suluki  explains  about  participants  in 
the  initiative,  "Understanding  their 
role  in  the  career  development  process 
was  key  to  the  advancement  of  many 
participants  in  this  process." 

The  pilot  program  is  the  model  for 
a  long-term  strategy  to  ensure  the  full 
utilization  and  employability  of  NSP's 
work  force. 


CENTRAL  INTELLIGENCE  A  GEM 


in 

W 
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The  CIA's  task  is  twofold:  to  coordinate  the  intelli- 
gence efforts  of  the  U.S.  government,  and  to  collect, 
evaluate,  analyze,  produce,  and  disseminate  foreign 
intelligence.  Since  its  foundation,  the  CIA  has  pro- 
vided and  continues  to  provide  the  most  accurate, 
comprehensive,  and  objective  information  available 
about  national  security  matters. 

The  CIA  has  a  limited  number  of  positions  available 
for  applicants  with  backgrounds  in:  computer  sci- 
ence; electrical  engineering;  accounting;  finance; 
Asian,  Slavic,  and  Middle  Eastern  languages;  eco- 
nomics; and  international  relations.  We  also  offer 
student  internships  for  the  above  fields.  Salaries 
are  competitive. 

All  applicants  must  be  U.S.  citizens,  successfully 
complete  medical  and  psychological  evaluations,  a 
polygraph  interview  and  an  extensive  background 
investigation.  CIA  encourages  applications  from 


men  and  women  of  every  racial  and  ethnic  b;k 
ground,  from  all  parts  of  the  nation  -  we  repre 
America  and  we  want  to  be  representative  of 
America. 

To  apply,  send  a  resume  with  a  cover  letter 
describing  your  qualifications  to:  CIA  Employe 
Center,  P.O.  Box  12727,  Dept.  27AC,  Arlington// 
22209-8727.  We  will  respond  within  30  days  t( 
those  judged  to  be  of  further  interest.  The  C 
an  equal  opportunity  employer. 


Careers  For  A  Changing  Work 


Aoie  broadly,  as  the  work  envi- 
ent  changes,  so  do  the  develop- 
needs  of  employees.  Develop- 
must  be  viewed  in  the  broad  con- 
if  the  changing  workplace  realities 
.11  utilization  of  talent,  productiv- 
nd  ultimately  bottom-line  impact, 
^ene  Andrews,  GE  Manager  of 
j  force  Diversity,  provides  an 
iple,  "At  GE  we  recognize  that  we 
icreasingly  relying  on  teams  and 
Dur  teams  are  increasingly  diverse, 
jse  of  this,  it  just  makes  sense  for 
put  emphasis  on  ensuring  that  all 
earn  members  feel  and  experience 
1  sense  of  inclusion  and  that  they 
fforded  the  opportunity  to  ramp  up 
earning  curve  as  quickly  as  possi- 
Nc  do  this  through  recently  intro- 
d  practices  such  as  a  buddy  system 
ssist  new  employees  with  their 
ition  to  GE,  a  high-impact  and 
less-focused  employee  orienta- 
and  a  mentoring  program  to  help 
nployees  with  career  and  personal 
opment  issues.  We  expect  that 
:  practices  will  also  contribute  to 
'Ottom  line  in  terms  of  both  indi- 
*1  and  team  productivity  and 
;ed  turnover  costs  resulting  from 
nticipated  increase  in  employee 
tion."  At  Hewlett-Packard,  the 
sity  department  is  partnering  with 
■  less  units  to  identify  skills  and 
letencies  needed  to  take  them  into 
list  century.  Investment  in  the 
force  is  also  a  critical  issue  for 
e  investment  through  community 
ach. 

WESTMENT  IN  THE  FUTURE:  For 

mg-term,  many  companies  invest 
ieir  future  work  force  through  a 
ty  of  ways.  General  Electric,  like 
'  companies,  provides  scholarships 
ntemships  to  minority  students  to 
ti  enhance  educational  and  profes- 
i<  1  growth  opportunities. 
'  ncreasingly,  companies  are  part- 
id  g  with  organizations  and  founda- 
i<    to  provide  opportunities  and 
I  id  participation  in  a  variety  of 
n  Ititries.  In  the  process,  students  not 
I  gain  professional  experience  and 
&i  about  career  opportunities,  but 


also  learn  about  diversity.  For  example, 
The  AdClub  Foundation  provides 
opportunities  in  the  New  England 
media  and  advertising  communities  to 
foster  a  more  diverse  work  force  and 
introduce  minority  students  to  the 
field.  Through  classes,  internships,  and 
mentor  relationships,  students  gain 
valuable  experience.  The  Creative  Arts 
Team  (CAT),  a  professional  education- 
al theater  company  in  residence  at 
New  York  University  has  pioneered 
original  programs  that  motivate  stu- 
dents to  examine  social  issues  such  as 
prejudice  and  racism,  violence,  ethnic 
heritage,  and  community  awareness. 


The  LEAD  (Leadership  Education 
and  Development)  program  is  a  non- 
profit, national  partnership  of  corpora- 
tions and  top  graduate  business  schools 
that  has  developed  a  highly  effective 
system  for  identifying  and  channeling 
top  minority  young  people  into  future 
careers  in  business.  Columbia  Business 
School  offers  a  course  titled,  "Leading 
and  Managing  in  the  Global  Work 
force."  Dr.  Anna  Duran,  an  innovative 
educator,  mentor,  researcher,  and  con- 
sultant who  designed  the  course  has 
her  students  work  in  teams  as  consul- 
tants on  real  diversity  and  internation- 
al initiatives  in  major  corporations. 


The  Ph.D.  Project,  is  a  nationwide  by  a 
partnership  of  business  and  academia 
which  identifies  and  encourages  talent- 
ed minorities,  many  of  whom  are 
already  successful  in  business,  to 
become  business  school  professors. 
The  Ph.D.  Project  was  created  by 
KPMG  Peat  Marwick  with  backing 
from:  the  Graduate  Management 
Admission  Council  (GMAC), 
Citibank,  the  American  Assembly  of 
Collegiate  Schools  of  Business  (AACSB), 
Chrysler  Corporation,  Fannie  Mae 
Foundation,  Ford  Motor  Company, 
General  Mills,  and  Texaco.  Bernard  J. 
Milano  of  KPMG,  says,  "Companies 
realize  today  that  attracting  more 
minorities  into  managerial  positions 
has  become  essential  to  their  business." 

COMMUNITY  INVOLVEMENT  AND 
OUTREACH:  Recognizing  that  its  com- 
munity is  the  source  of  employees,  sup- 
pliers,  and  customers,  Chuck  Reid 
explains  that  "Kraft  Foods  Inc.  wants  to 
stay  in  those  communities  and  ensure 
they  are  viable  ones  with  a  good  work 
force,  economy,  and  education  sys- 
tem." At  Kraft  Foods,  managers  work 
above  and  beyond  the  call  of  duty  to  be 
part  of  their  communities.  They  work 
with  contributions,  have  budgets,  and 
use  dollars  as  they  see  fit  in  the  com- 
munity. General  Electric  provides 
scholarships  and  internships  to  minori- 
ty students  to  help  enhance  education- 
al and  professional  growth  opportuni- 
ties. BankBoston  is  also  closely  tied  to 
building  communities.  One  of  their 
Latino  lenders  helped  create  a  program 
for  Latino  businesses.  Gayle  Snowden 
explains,  "It's  about  customer,  employ- 
ee, shareholder,  community  viability — 
this  is  where  the  passion  comes  from." 

Community  involvement  helps 
the  community,  but  also  provides 
developmental  opportunities  for 
employees.  Many  already  have  talents 
which  often  go  unrecognized.  Joseph 
Medellm  explains,  "We  must  recog- 
nize the  wealth  of  experience,  knowl- 
edge and  practicality  that  each  person 
brings  to  the  workplace  each  day.  We 
often  fail  to  recognize  that  outside  the 
workplace,  many  of  our  employees  are 


recognized  as  leaders  in  their  commu- 
nity, churches,  and  other  organiza- 
tions. It  is  obvious  that  the  outside 
world  has  recognized  their  talents.  We 
should  do  likewise  and  take  full  advan- 
tage of  each  person's  potential  to  help 
make  better  decisions  at  the  work- 
place, which  should  translate  into 
increased  productivity,  company  profit, 
and  individual  wealth." 

Companies  need  viable  communi- 
ties. And,  as  they  compete  for  top  tal- 
ent, they  need  communities  where 
people  can  live  comfortably.  Tom 
O'Neill,  executive  director,  Partner- 
ship for  New  Jersey  explains,  "If  you 
are  depending  on  top  talent,  that  talent 
is  going  to  be  interested  in  the  commu- 
nity they  will  be  living  in.  You  can't 
be  an  island  that  values  diversity  in  a 
sea  of  intolerance."  Increasingly,  com- 
panies are  creating  partnerships  to 
address  diversity  issues  beyond  their 
own  doors.  For  example,  The  Partner- 
ship for  New  Jersey,  a  coalition  of  lead- 
ers of  the  state's  major  corporations  in 
association  with  nonprofit  institutions 
and  smaller  business  firms,  acts  in 
partnership  with  government  and  the 
independent  sector  to  make  New  Jer- 
sey a  better  place  to  live  and  work. 
Tom  O'Neill  adds,  "One  in  eight  of  our 
population  in  New  Jersey  was  born 
somewhere  else.  In  our  school  system, 
almost  100  different  native  languages 
are  represented.  Eventually,  this  will 
be  our  work  force.  The  need  is  particu- 
larly urgent.  If  diversity  is  a  strength, 
then  New  Jersey  has  to  build  on  it." 


CORPORATE  DIVERSITY  LEADERS! 
POSITION:  The  position  of  diveil 
manager  is  relatively  new  to  corpofl 

America.  In  1994,  reflecting  a  grovl 
trend  and  business  need,  The  Coal 
ence  Board  added  The  Council! 
Work  Force  Diversity  to  its  rostel 
business  executive  councils.  TB 
group  of  30  executives  from  leaJj 
companies  have  entered  their  tfl 
year  of  tri-annual  meetings.  ClaudB 
Whiting,  chair  of  the  Council  explaB 
"The  Council  provides  an  excel! 
forum  to  share  best  practices  and  rrl 
importantly  to  get  a  reality  check! 
what  is  happening  in  the  diverl 
arena  within  all  our  corporations."  ■ 
Council  is  a  major  contributor  to  'I 
Conference  Board's  research,  1 
through  the  research  is  coIlecthB 
providing  leadership  in  educating  bi 
ness  leaders  about  the  issues  of  divcl 
ty.  They  are  among  the  corporate  !u 
ers  who  are  paving  the  way  tow| 
effective  diversity  strategies. 

What  does  a  diversity  man; 
do?  Practitioners  point  out  thana 
important  consideration  in  establi- 
ing  responsibility  for  work  force  di]| 
sity  is  positioning  it  so  that  I 
aligned  with,  and  reinforces  otfl 
organizational  strategies.  This  ■ 
led  some  companies  to  separlj 
EEO  and  diversity  while  others  t 
forging  strong  functional  relations!* 
between  diversity  and  EEO.  Anotii 
approach  is  'mainstreaming'  respoi- 
bility  for  diversity  into  other  man;:- 
ment  functions. 


Exhibit  11:  Diversity  Positions,  Titles  and  Levels 


Manager/Coordinator 
Cultural  Diversity 
Diversity 

Work  Force  Management 

Diversity  and  Affirmative 
Action 

Work  Force  Diversity 
Corporate  Diversity 

Work  Force  Development       Diversity  Management     Cultural  Diversity 


Director 

EEO/Diversity 

Work  Force  Partnering 

EEO/AA  Diversity 

Multicultural 
Affairs 

Corporate 


Vk  e-President 

EEO/People  Diversit 

Diversity,  EEO 

Work  Force  Diversity 

Diversity 
Management 

Diversity 


Work  Force  Planning 
and  Development 


Organizational 
Effectiveness 


Business  Week  /  December  9 ,  199  6 


"My  Dad 
Always  Says 
That  Education 
Is  Everything. 

The  Funny 
Thing  Is, 
Nobody's 
Taught  Me 
More  Than 
He  Has." 


'.er,  first  degree  Black  Belt,  honors  student,  future  Eagle  St  out 
I  son  of  Al  Minter,  Account  Manager,  Hewlett-Packard  Company 


en  years  ago,  when  Al  Minter  first 
ewlett-Packard,  a  customer  refused 
with  him  -  because  of  the  color  of  his 
responded  by  giving  Al  our  full 
He  in  turn  responded  by  becoming 
le  most  successful  account  managers 
story,  and  a  man  who  in  just  2  years' 
a  team  in  taking  a  major-  financial 
>n  from  $0  to  $14  million.  So,  what 
a  man  like  this?  Just  ask  his  son. 

is  long  as  I  can  remember,  my  dad's 
o  keep  my  eye  on  the  prize,  and  to 
obstacles  get  in  my  way.  His  favorite 
'goals  are  dreams  with  deadlines'. 


A  woman  named  Diane  S.  Hunt  said  it,  but  he 
lives  it  every  day,  and  the  thing  is,  he's  taught 
me  to  live  it  too." 

For  more  information  on  Hewlett-Packard 
and  the  many  opportunities  available,  we 
invite  you  to  send  your  resume  indicating 
RE  #4605  to  our  e-mail  address: 
resume@hp.com  or  visit  our  World  Wide 
Web  site:  http://www.jobs.hp.com  You  may 
also  fax  your  resume  to:  (415)  852-8138. 


When  we  say  diversity, 
we  mean  business. 


¥13%  HEWLETT " 
mffim  PACKARD 
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Exhibit  12:  R.R.  Donnelly  &  Sons  Company 

Deliverables: 


Diversity 


Improved  understanding  of  how  to 

Initiative  effectively  manage  a  diverse,  global  work  force 
Goal: 

To  effectively  support  Increased  measurement  of  progress  toward  great 

the  increasingly  global  work  force  diversity 

nature  of  our  operations  Ci     _,,       ,       .                '."  "'  . 

through  valuing  every  Strengthened  employee  comm.tment  through 

employee's  contribution  reinforcement  of  each  individual's  dignity  and  val 

and  their  unique  Enhanced  individual  and  team  performance 

perspective,  skills     

and  abilities.  Excerpted  from  Business  C 

Leadership:  R.R  Donnelly  { 


Diversity  practitioners  generally  are 
located  at  manager,  director  level,  and 
above  (see  Exhibit  1 1 ).  Responsibilities  of 
diversity  practitioners  can  include: 

♦  Employee  relations 

♦  EEO/AA 

♦  Work-family 

♦  Training 

♦  Community  relations 

♦  Communications 

♦  Recruiting  and  staffing 

The  role  is  evolving  from  a  func- 
tional role  to  one  of  functional  expert 
and  change  agent.  Emily  Duncan 
explains  her  role  as  corporate  manager 
of  work  force  diversity,  at  Hewlett- 
Packard,  "We  act  as  internal  consul- 
tants and  work  with  management  to 
develop  strategies,  programs  and 
resources  to  accomplish  their  diversity 
objectives  and  business  objectives.  We 
help  develop  the  plans,  provide  the 
education  and  resources  and  help  make 
it  happen."  Many  diversity  practition- 
ers have  access  to  their  CEOs,  conse- 
quently, they  have  an  opportunity  to 
shape  the  organization  strategically. 
Increasingly  they  are  helping  to  shape 
organizational  strategies  and  culture 
change  efforts 

Companies  are  still  experimenting 
with  a  variety  of  organizational  models 
for  diversity  management.  This  respon- 
sibility is  continuing  to  evolve  as  cor- 
porations develop  their  diversity  strate- 
gies. Organizations  in  different  stages 
of  developing  diversity  initiatives  are 
likely  to  have  different  needs  and 
expectations  from  diversity  manage- 
ment positions.  For  example,  based 
upon  a  rationale  reflecting  3M's  cul- 
ture and  upon  the  belief  that  everyone 
in  the  company  should  be  responsible 
for  diversity,  their  initiatives  are  still 
provided  leadership  by  a  global  team — 
The  Human  Resources  Advisory  Com- 
mittee on  Diversity.  The  Committee  is 
headed  by  the  executive  vice-president 
of  international  operations.  Hundreds 
of  employees  worldwide,  including  a 
variety  of  corporate  advisory  groups, 
have  assisted  the  committee  and  its 
task  forces. 


A  designated  professional  or  com- 
mittees such  as  those  at  3M  can  pro- 
vide the  continuity  needed  to  ensure 
the  ongoing  commitment  to  drive 
diversity  initiatives  forward  for  organi- 
zational effectiveness. 

CULTURE  CHANCE:  The  many  initia- 
tives which  are  being  implemented  by 
companies  are  all  part  of  a  long-term 
strategy  toward  culture  change.  Girl 
Scouts  U.S.A.  has  created  a  strategy  to 
create  an  "Inclusive  Team"  environ- 
ment characterized  as,  "dynamic,  inno- 
vative, visionary,  collaborative,  and 
responsive."  Their  strategy  involves  a 
seven-step  process  to  "institutionaliz- 
ing pluralism"  in  their  organization: 

♦  Recognizing  the  benefits  of 
pluralism 

-♦•  Identifying  diversity  within 
jurisdictions 

♦  Reflecting  diversity  at  all  levels 

♦  Managing  diversity 

♦  Eliminating  barriers  that  inhibit 
easy  access 

♦  Initiating  effective  interactions  with 
diverse  groups  within  jurisdictions 

♦  Valuing  diversity  by 
institutionalizing  the  process 

Based  upon  a  1994  Leadership 
Conference,  R.R.  Donnelley  is.  Sons 
established  employee  ownership,  a 
learning  organization,  an  empowered 
organization,  and  open  and  direct 
communication  as  key  principles  for 
their  future  business  culture.  To  sup- 


port business  strategies  and  princi 
10  Business  Culture  Leadership  ir 
tives  were  established;  one  of  those 
diversity  (see  Exhibit  12).  The  mtei 
outcomes  of  Business  Culture  Le; 
ship  at  R.R.  Donnelley  &  Sons  is  to 
ate  an  organization  that: 

♦  is  fast,  flexible,  efficient,  and 
customer  focused 

♦  is  aware  of  and  responsive  to 
changes  in  its  competitive 
cm  ironment 

♦  quickly  recognizes  and  adapts 
to  new  business  directions  and 
challenges 

♦  continuously  analyzes  current 
processes  and  seeks  ways  to  fur] 
improve 

♦  has  people  who  understand  they  1 
the  ability  to  influence  compan 
performance  and  are  responsible 
contributing  to  its  success 

♦  operates  on  a  foundation  of  inte; 
and  direct,  open  communicatioi 

Joanne  Olson,  vice-presidi 
employee  relations  and  corpo 
human  resources  at  Donne: 
explains,  "We  have  learned  that  d: 
sity  is  key  to  cultural  change  insof.s 
every  employee  relates  to  diversity! 
personal  way.  We  need  and  seek! 
unique  and  innovative  perspecti 
generated  by  a  diverse  work  for 
Diversity  will  help  R.R.  Donntf 
achieve  its  business  objectives. 

Operating  principles  and  va' 
are  becoming  strategic  foundation' 
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Without  diversity,  what  kind  of  future 
can  we  nope  to  have? 

Words  like  "bleak"  and  "desolate"  come  to  mind.  Even  "no  future." 
Diversity  at  GPL)  means  more  ideas,  more  points  of  view,  and  a  better  chance 
at  winning  in  an  increasingly  competitive  -  and  diverse  -  environment. 
We're  honored  to  have  shared  our  strategies  on  diversity  with  other 
Fortune  500  companies  and  President  Clinton.  And  we're  striving  to  make 
our  programs  even  better.  For  our  future.  For  everyone's  future.  At  GPU, 
diversity  is  good  for  business. 

GPU,  Inc.  •  100  Interpace  Parkway  •  Parsippany,  NJ  07054-1149 
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Exhibit  13:  Example  of  Diversity  Curricula  [actual corporate offerwcs] 


Corporate  Training 
Curricula 

Managing  Work-Force  Diversity 

Diversity  for  Lenders 

Diversity  Awareness 

"Respect  at  Work"  (Sexual  Harassment) 

Senior  Briefings— Diversity 

Valuing  Diversity 

Managing  a  Diverse  Work  Force 

Train-the  Trainer 

Valuing  and  Effectively 

Managing  Diversity 
Valuing  Diversity:  Tapping  the 

Power  of  the  individual 

Diversity  Awareness  and  Interviewing 
for  a  Diverse  Work  Force 

Work-Force  Diversity: 

A  Competitive  Advantage 

A  Skills  Approach  to  Managing  a 
Diverse  Work  Force 

Transition  to  Diversity 

Spirit  of  Diversity 

Success  Matters 

Corporate  Effectiveness  for  Women 
Corporate  Effectiveness  for  Minorities 
Supervision  of  Minorities 
Union  Management/Race  and  Gender 


Length  of 
Course 

Managers  and  supervisors  2  days 

Anyone  with  lending  responsibility  I  day 

People  managers  3'A  hours 

People  managers  2  hours 

Senior  management  3  hours 

Supervisors  8  hours 

Managers  4  hours 

Diversity  council/human  resources  4  hours 

Executives,  managers,  supervisors  8  hours 

Senior  level  2  days 

Manager/directors  N/A 

All  employees  3  hours 

Mid-level  to  senior  management  2  days 

All  employees  I  day 

All  employees  2  days 

Senior/Cascade  down  2  days 

Women  2  days 

Minorities  2  days 

1st  and  2nd  level  managers  I  week 

Union  representatives  and  managers  3  days 


long-term  organizational  effectiveness 
and  culture  change.  Kodak's  CEO, 
George  Fisher  explains  that  "The  full 
potential  of  every  employee  is  about 
getting  them  to  aspire  to,  and  living  by 
a  certain  fundamental  set  of  values." 
Kodak  has  focused  on  five: 

♦  respect  for  the  individual 

♦  uncompromising  integrity 

♦  trust 

♦  credibility 

♦  continuous  improvement  at 
the  personal,  corporate,  and 
operational  level 

Doing  business  with  these  princi- 
ples will  ultimately  help  individual 
employees,  suppliers,  customers,  and 
shareholders.  It  will  help  Kodak  achieve 
objectives  tor  a  performance-driven 
organization.  The  idea  of  principles  and 
values  is  not  new. 

THE  KEY  FOUNDATION  OF  LONG-TERM 
SUCCESS:  Companies  like  Hewlett- 
Packard  and  3M  were  founded  on  such 
principles  of  valuing  their  human 


resources.  3M's  human  resources  prin- 
ciples state,  "The  people  of  3M  are  the 
company's  most  valuable  resource,  they 
are  the  primary  means  by  which  3M 
goals  and  objectives  wdl  be  attained.  3M 
management,  therefore,  believes  that  it 
is  essential  to  provide  an  organizational 
structure  and  a  work  climate  which: 

♦  respect  the  dignity  and  worth 
of  individuals 

♦  encourage  the  initiatives  of 
each  employee 

♦  challenge  individual  capabilities 

♦  provide  equal  opportunity 

It  is  this  foundation  on  which  3M 
attributes  its  historical  and  ongoing 
success. 

Successful  culture  change  requires 
a  multifaceted  strategy,  including  many 
of  the  aforementioned  initiatives  that 
are  especially  designed  for  a  specific 
organizational  setting.  Diversity  issues, 
organizational  culture,  corporate  objec- 
tives, resources  and  priorities  all  play  a 
critical  role  in  what  works  best  for  a 
company.  There  is  no  one  best  way. 
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A  CONTINUOUS 
LEARNING 
PROCESS 

Education  and  training  are  among 
foundations  of  diversity  initiatives 
a  critical  component  of  the  contini 
learning  process.  And,  like  a  set  of 
ues,  education  provides  an  ongc 
foundation  for  keeping  an  organiza 
focused  on  objectives.  A  survey  by 
Conference  Board  found  that  60 
cent  of  406  responding  companies 
diversity  training,  and  that  more  \ 
planning  to  implement  it. 

Training,  practices  and  appro 
es  vary  greatly  among  companies 
Exhibit  13),  but  most  have  a  comi  & 
theme:     to  raise  awareness  of 
issues  and  help  drive  long-term  cul 
change.  In  its  most  narrow  se: 
diversity  training  is  about  com 
ance — Equal  Employment  Oppor 
ty,  Affirmative  Action,  and  se) 
harassment.  Although  there  is  a  str 
sentiment  that  diversity  moves 
beyond  compliance,  practices  den 
strate  a  strong  link  between  the 
Diversity  training  and  educatio: 
generally  categorized  into  three  p 
or  types  of  training:  awareness; 
building;  and  integration  into 
training.  Forty-seven  percent  of 
responding  companies  in  The  Co: 
ence  Board  study  provided  traininto 
all  employees. 

DuPont  offers  a  wide  rangol 
diversity  education  and  developrrit 
programs.  Many  of  the  worksbis 
have  become  industry  "best  pi 
tices,"  and  cover  race  and  ger:i 
issues,  personal  safety  and  r>e 
prevention,  leadership  developmit 
and  management  skill  building  A 
recently  designed  and  innovative  m 
addition  is  the  Men's  Forum  W<<- 
shop.  "This  is  an  'industry  firs ' 
says  DuPont's  Bernie  Scales.  "'^ 
workshop  enables  men  to  deal  v« 
issues  such  as  privilege  and  en$jl 
ment,  backlash,  and  exclusio" 
Reflecting  management's  commitm1 
to  diversity,  DuPont's  top  mana;" 
are  required  to  attend  an  extend 
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Exhibit  14:  Diversity  Competencies 


SKILLS 

Ability  to  change 

personal/individual 

behavior 

Ability  to  practice 
objectivity 

Ability  to  analyze 
unique  situations 

Ability  to  listen 
to  others 

Ability  to 
communicate 
with  others  who 
are  different 

Ability  to 
build  teams 

Ability  to 
resolve  conflict 
constructively 

Ability  to 

recognize  situations 
of  harassment  of 
discrimination 
and  prejudice 


KNOWLEDGE 

Knowledge  of 
EEO/AA  law 

Understanding 
of  dimensions  of 
individuals,  groups 
and  organizations 

Understanding  of 
acceptable/ 
unacceptable 
behavior  within 
the  workplace 

Understanding  of 
demographics 

Understanding  of 
impact  of  diversity 
on  business 

Understanding 
of  clients  and 
customers 

Understanding 
of  work/life  issues 
and  alternative 
work  options 


PERSONAL 
ATTRIBUTES 

Inclusive 

Open 

Empathetic 

Willingness  to 
develop  and 
continue  the 
diversity  dialogue 


five-day  multicultural  awareness 
workshop  aimed  at  increasing  their 
understanding  of  race,  gender,  and 
other  cultural  issues.  Training  and 
education  can  help  equip  people  with 
the  knowledge,  skills  and  tools — in 
other  words,  the  competencies — for 
working  in  a  diverse  work  environ- 
ment. The  Conference  Board  study, 
Diversity  Training,  found  a  number  of 
desired  competencies  based  in  four 
areas  that  all  employees  need.  They 
include  awareness,  skills,  knowledge 
and  personal  attributes  (see  Exhibit 
14).  Increasingly,  diversity  is  being 
integrated  into  other  training  and 
management  development  programs 
rather  than  as  a  separate,  stand-alone 
initiative.  As  Bernie  Scales  points  out, 
diversity  training  and  development  is 
only  a  primer,  not  an  end.  He  says, 
"Companies  must  focus  on  organiza- 
tional changes  and  back  this  up  with 
metrics  and  accountability." 


Networks 


ommunities 

community  of  top  performers  includes  Little  League 
's  as  well  as  experts  in  MVS.  Home  Ec  chefs  as  well  as 
e  page  designers.  In  other  words,  people  who  show 
respect  for  your  work  by  respecting  your  need  for  a 
away  from  work.  We  know  from  experience  that 
ing  time  for  what  matters  to  you  helps  us  meet  the 
dard  of  achievement  that  matters  to  us  all.  That's  why 
'onsBank  is  the  employer  to  choose  when  you  choose 
ave  more. 


At  NationsBank,  one  of  the  largest  and  fastest-growing  financial 
institutions  in  the  US,  we  invest  more  than  $200  million  a  year  in 
new  technology.  Our  projects  offer  you  the  opportunity  to  network 
with  accomplished  technology  professionals.  Collaborate  on 
projects  that  involve  everything  from  major  legacy  systems  to 
client/server  and  object-oriented  technologies.  And  play  a  role 
in  the  advance  of  WANs,  Internet/Intranet,  Sybase,  Lotus  Notes, 
Objective  C  and  C+  +  .  And  because  we're  committed  to  supporting 
your  needs  as  well  as  your  ambitions,  you  can  balance  professional 
performance  and  personal  priorities  as  a  member  of  our  team. 

We'd  like  to  tell  you  more  about  our  career  opportunities  in 

some  of  America's  most  livable  communities,  including  Charlotte, 

Richmond,  Dallas  and  Atlanta.  For  consideration,  please 

send  your  letter-quality  resume  to:  NationsBank  Management 

Recruiting,  NC 1  -007-2 1-10,  Job  Code:  BW1 209,  1 00 

N.  Tryon  Street,  Charlotte,  NC  28255.  Or  by  email: 

recruit@narionsbank.com 


To  learn  more  about  NationsBank,  visit  us  on  the  Internet  at 
http://www.nationsbank.com 


NationsBank 

NationsBank  is  an  Equal  Opportunity  Employer  M/F/D/V 
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The  McGraw  -Hill  Companies 

Keeping  the  world  up  to  speed 


ASURJNG 
PACT  AND 
ECTIVENESS 

jsiness  case  for  diversity  is  about 
standing  how  diversity  ultimate- 
acts,  positively  or  negatively,  the 
n-line  of  the  corporation, 
lgh  everyone  would  like  to  be 
:o  directly  tie-in  the  positive 
t  of  diversity  on  business,  there 
nerally  too  many  variables.  The 
lent  of  one  diversity  manager  is 
we  can't  measure  diversity  with 

to  productivity.  There  are  too 
factors  that  make  up  revenue  per 
yee.  We  don't  assume  you  can 
out  a  diversity  factor."  On  the 
hand,  St.  Paul  Companies'  Eric 
n  explains  "The  execution  of  a 

marketing  strategy  that  recog- 
customer  differences  and  new 
ing  markets  will  give  us  an 
tant  edge  and  create  profitable 


business.  It  is  important  that  we  recog- 
nize the  relationship  of  diversity  to 
profitability.  Growing  our  business  rec- 
ognizes the  importance  of  redefining 
our  understanding  of  our  customers. 
Increasingly,  we  will  need  to  be  com- 
petitive and  skilled  leaders  in  our 
understanding  of  diverse  customers. 
Moreover,  we  will  need  to  fully  mea- 
sure the  impact  of  this  understanding 
relative  to  profitability  and  growth." 

A  recent  study  by  The  Conference 
Board,  Corporate  Practices  in  Diversity 
Measurement,  found  that  proof  of 
impact  on  the  bottom-line  is  not  the 
focus  of  diversity  metrics,  rather  mea- 
surement is  seen  as  a  tool  for  change, 
urgency,  sustainability,  success,  value- 
addedness,  and  the  creation  of  more 
effective  organizations.  The  fact  that 
companies  like  St.  Paul  Companies, 
Allstate,  and  R.R.  Donnelley  &  Sons 
have  made  diversity  a  key  component 
for  a  "balanced  scorecard"  for  success, 
confirms  the  need  for  measures  that 


Exhibit  15: 
Strategic 
Measurement  Model 


Exhibit  16:  What  Gets  Measured  in  Diversity 


■ATiNG  A  DIVERSE  WORK  FORCE 

iresentation 

nover 

offers/refusals 

gth  of  stay/tenure 

untary  termination's 

rutting  Costs 

nover  costs 

ional  demographics 

itegic  staffing  initiatives 

urns  from  leave 

Is  and  languages 

iNAGING  A  DIVERSE  WORK  FORCE 
motions 

vement  of  career  paths 
backs/hiring  freezes/downsizing 
cession  planning 
formance  reviews 
isonable  accommodation 
gation 

nplaints/grie  varices 

ntoring 

ity 

npensation  analysis 

endance  at  training  for  employees 
I  management 


VALUING  A  DIVERSE  WORK  FORCE 

Culture  and  environment 

Language  of  workplace— is  there  a 
need  for  multilingualism? 

Type  of  workers— part-time,  full-time, 
job  shares,  etc. 

Utilization  of  work-life  benefits/ 
initiatives 

Leadership  behaviors/practices 
Networking  groups 
Attitudes 

Research  &  referral  usage 

Degree  of  integration  of  diversity 
initiatives  into  company 

Employee  minority  events 

Top  management  accessibility 

Inclusive  language 

Perceptions 

Barriers  to  contribution 

LEVERAGING  A  DIVERSE  WORK  FORCE 

Customer  satisfaction 

Market  segments— sales  marketing  data 

Community/corporate  image 

Participation  in  vendor  fairs 

Relationship  with  local  communities 

Successes/failures  in  foreign  cultures 
and  markets 


u  Managing 


Valuing 


Creating 


Leveraging 


asures  are  not  necessarily  exclusive  to  each  category,  nor  is  this  an  exhaustive  list. 


Compliance  Internalization/ 
Integration 


DIVERSITY  OBJECTIVES 


identify,  when  possible,  the  bottom-line 
impact.  But  more  importantly,  metrics 
drive  the  process  for  organizational 
effectiveness.  If  the  argument  has  been 
made  that  diversity  is  a  business 
imperative,  then  it  is  no  longer  about 
proof,  but  process  and  environment. 

At  The  St.  Paul  Companies  it  is 
recognized  that  there  are  many  elements 
to  measuring  impact  on  the  business, 
which  requires  a  holistic  measurement 
strategy.  Measures  for  profitability  at 
St.  Paul  Companies  include: 

♦  Organization  and  culture — 
where  the  company  stands  in 
regard  to  diversity 

♦  Growth — what  the  company 
is  doing 

♦  Leadership  commitment — how 
diversity  is  being  driven 

♦  Education  and  development — 
where  learnings  are  taking  place 

♦  Demographics — what  the 
work  force  looks  like 

St.  Paul  Companies'  Eric  Watson 
explains,  "These  five  dimensions  offer 
valuable  results  that  gauge  our  suc- 
cess, our  readiness,  our  level  of  aware- 
ness, and  our  understanding  about  our 
employees,  our  environment,  and  our 
customers.  Drawing  from  the  "bal- 
anced scorecard"  philosophy,  these 
five  dimensions  collectively  address 
the  internal  organization,  the  cus- 
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tomer,  our  financial  status,  and  our 
general  growth  and  organizational 
innovation." 

In  an  attempt  to  better  understand 
the  strategic  opportunities  for  the 
diversity  measurement  process  and  to 
provide  a  developmental  framework, 
The  Conference  Board  created  a  focus 
group  consisting  of  individuals  from 
corporations  and  academia  with  experi- 
ence in  diversity,  human  resource, 
total  quality  management,  and  finance. 
During  their  day-long  session,  the 
group  was  assigned  the  task  of  develop- 
ing a  strategic  measurement  model  (see 
Exhibit  15).  The  model  represents  four 
interdependent  and  necessary  compo- 
nents for  a  dynamic  measurement 
strategy:  There  are  a  variety  of  mea- 
sures within  the  four  categories — creat- 
ing a  diverse  work  force,  managing  a 
diverse  work  force,  valuing  a  diverse 
work  force,  and  leveraging  a  diverse 
work  force — which  ultimately  provide 
a  gauge  for  overall  effectiveness  (see 
Exhibit  16).  The  ultimate  organization- 
al goal  is  to  achieve  a  leveraged  diverse 


work  force  that  represents  an  organiza- 
tional internalization/integration  of 
diversity.  Each  piece  of  the  model  pro- 
vides a  framework  for  establishing  tac- 
tics which  address  the  necessary  com- 
ponents around  creating,  managing, 
valuing,  and  leveraging  diversity  (see 
Exhibit  17).  Organizational  emphasis 
will  vary  based  upon  business  needs 
and  progress  on  the  continuum  from 
creating  a  diverse  work  force  to  lever- 
aging it. 

MEASUREMENT  ALLIANCES:  Every 
department  function  and  business  unit 
within  a  corporation  is  a  potential  part- 
ner and  reciprocal  beneficiary  in  under- 
standing diversity  measures  in  the 
business  context.  Many  such  alliances 
already  exist.  Allstate's  research  center 
has  been  very  helpful  in  the  develop- 
ment, analysis,  and  presentation  of 
their  data  and  measurement  process. 
At  Harvard  Pilgrim  Health  Care,  clini- 
cal quality  measurement  is  a  method- 
ology that  will  help  them  better  under- 
stand how  patients  receive  care  across 


ethnic  and  cultural  background 
American  Express,  customer  sei 
which  addresses  customer  issues 
languages,  can  provide  feedbac 
marketing  about  what  customerl 
saying  and  what  they  are  responsf 
They  can  also  provide  ideas  on  he 
expand  real  and  potential  custc  :" 
based  marketing. 

DEMONSTRATED    RESULTS:  Ric 

Gaskins,  vice-president  at  Ame 
Express  Financial  Advisors  develo  c 
business  case  report  for  their  div< 
project.  The  purpose  of  the  repo 
to  apprise  senior  management 
task  force  findings,  to  extrapolat 
successes   to   diverse  markets 
expanded  business  opportunities 
to  share  best  practices  among 
planners  working  in  diverse  mat  ;L 
Based  upon  this  work,  Richard  Gai  1 
can  demonstrate  the  positive  bus 
impact,  in  dollars,  on  expanding 
kets.  Similarly,  at  3M,  where  ini 
tion  is  key  to  their  success,  they 
witnessed  an  increase  in  the  numr 


Exhibit  17:  Tactical  Measurement  Model 
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;n  and  people  of  color  contribut- 
)  patents.  FMC's  initiatives  have 
d  reduce  absenteeism,  and  Silicon 
lies  has  penetrated  markets  out- 
fie  United  States  while  improving 
romotion  and  retention  numbers 
omen  and  Asians.  Often  subtle 
;es  are  taking  place  that  are  diffi- 
o  assess,  yet  are  visible  through 
il  observation. 

UREMENT  CHALLENGES:  Corpo- 
ractitioners  caution  on  measure- 
opportunities  and  drawbacks, 
ares  can  drive  change,  create  com- 
;fforts  toward  common  goals,  and 
bute  to  organizational  success, 
le  downside,  measures  are  often 
imensional,  are  limited  outside  of 
:ext,  and  are  generally  interdepen- 
m  other  organizational  measures. 
4any  challenges  face  corporations 
-y  try  to  measure  diversity.  Many 
ions  remain.  For  example,  how  do 
neasure  biases,  core  beliefs,  and 
des?  Or,  how  do  you  determine 
■lerance  level  to  differences?  How 
can  a  person  take?  How  much 
dty  can  an  organization  take? 
ing  "inclusive"  measures  also 
s  a  challenge.  How  do  you  identify 
h  in  purchases  of  service  among 
:nt  groups  when  people  still  don't 
to  identify  themselves  according 
articular  group?  And,  how  do  you 
;  long-term  impact  in  a  society 
is  short-term  focused?  From  a 
perspective,  one  diversity  man- 
isks  the  question,  "How  do  you 
:  a  measure  that  indicates  how 
;ssly  the  company  does  business 
>  cultures?" 

;rry  L.  Gills,  vice-president  and 
or  of  employee  relations/diversi- 
Norwest  explains  it  is  important 
cognize  that  success  is  not  always 
ifiable.  Measures  may  look  differ- 
t  is  about  culture  and  environ- 

People  expect  hard  numbers,  but 
ot  only  about  the  hard  numbers." 
■  key  behind  measurement,  say 
tioners,  is  sustaining  momentum 

building  people  capability  and 

around  what  people  need  to 

to  be  successful. 


THE  FUTURE  OF 
DIVERSITY:  AN 
ONGOING  REALITY 

Principal  Financial's  Dave  Drury  says, 
"The  future  is  more  of  the  same.  Any- 
one who  gets  involved  in  this  sort  of 
initiative  understands  that  it  doesn't 
happen  overnight.  It  is  about  long-term 
growth,  additional  education  and  train- 
ing, emphasis  where  necessary  on 
recruitment  and  hiring,  and  working  in 
communities  we  live  in  to  make  them 
welcoming  and  viable.  At  the  center,  is 
the  continued  customer  focus  on  needs 
of  increasing  diversity.  We  have  a  lot  of 
growing,  we  don't  know  all  the  answers, 
or  each  point  we  need  to  be  successful, 
but  we  are  making  progress.  We  need 
to  keep  focused  and  keep  moving.  It  is 
part  of  building  a  long-term  future  for 
the  company  and  society." 


There  are  many  challenges  and 
barriers  facing  corporations,  and  the 
individuals  doing  the  work.  The  most 
common  barriers  according  to  partici- 
pants in  The  Conference  Board  study, 
Diversity,  Business  Rationale  and 
Strategies  are: 

♦  existing  corporate  culture 

♦  attitudes  that  are  resistant  to 
change  and  differences 

♦  lack  of  understanding  of 
diversity  issues 

♦  integrating  diversity  into 
business  strategy 

♦  competition  with  other 
pressing  business  issues 

♦  middle  and  senior  management 
resistance 

One  director  of  diversity  adds,  "As 
we  go  forward,  our  critical  issues  are 
continuing  skepticism,  diversity  in 
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t  positions,  full  inclusion  of  gays 
:sbians,  and  the  challenges  of  suc- 
-creating  mutual  support  within 
represented  groups." 

IPETING  SOCIAL 

>  ECONOMIC  FORCES: 

of  the  concepts  and  objectives  of 
iity  work  seem  almost  antitheti- 
o  concurrent  business  trends, 
dng  employees"  seems  like  an 
oron  in  an  age  of  downsizing  and 
inent  job  loss.  The  fact  is,  a  new 
Dyer-employee  relationship  is 
;ing  which  requires  a  complete 
iking  of  what  employment  means 
lployees  and  employers.  Loyalty 
lifetime  employment  is  being 
:ed  with  employability  and  con- 
lal  work  agreements. 
The  concept  of  teamwork  in  a  cap- 
:  society  where  competition  is  the 

of  the  game,  where  individual- 
eigns,  and  many  rewards  are  still 

on  individual  accomplishments 


presents  another  challenge.  Further- 
more, individualism  is  reinforced  as 
people  cling  to  remaining  jobs.  And, 
competition  for  all  jobs  is  increasing. 
Companies  are  faced  with  the  chal- 
lenge of  creating  healthy  competition 
internally,  where  employees  are  in  a 
win-win  environment.  The  win-lose 
competitive  spirit  can  work  externally, 
but  not  internally.  A  new  individuality 
is  emerging — that  which  recognizes 
the  potential  and  contribution  of  each 
individual  within  a  larger  whole.  Upward 
mobility  for  women  and  minorities  is 
challenging  because  organizations  are 
now  flatter  with  decreasing  hierarchies 
and  greater  spans  of  control — and  again 
exacerbated  by  increased  competition. 
The  whole  concept  of  career,  success, 
and  "working  your  way  up"  is  chang- 
ing. There  are  fewer  jobs  in  upper  lev- 
els of  management. 

Racial  tensions  seem  to  be  grow- 
ing in  society.  Meanwhile  corporations 
are  faced  with  a  long-term  process 
which  often  leaves  them  short  of  goals 


and  objectives  from  where  they  are,  to 
where  they  would  like  to  be.  The  gap 
between  practices,  innovative  policies, 
and  initiatives  sometimes  seems  great. 
The  distance  between  where  compa- 
nies want  to  be  and  where  they  are  is 
sometimes  far,  but  demonstrated 
progress  is  being  made. 

Based  upon  the  realities  of  chang- 
ing demographics,  diverse  markets  and 
a  global  economy,  and  social  realities 
of  racism  and  discrimination,  diversity 
initiatives  are  not  likely  to  disappear. 
The  success  of  those  initiatives,  how- 
ever, will  be  contingent  upon  under- 
standing the  context  of  diversity  with- 
in a  corporate  environment  and  how  it 
can  or  cannot  contribute  to  organiza- 
tional effectiveness  and  success.  Cor- 
porate practices  and  responses  to  diver- 
sity indicate  that  diversity  is  indeed  a 
business  issue — an  opportunity  that 
can  become  an  advantage  by  enhancing 
the  organization's  ability  to  compete, 
increase  its  productivity,  and  respond 
to  diverse  markets.  Concurrently,  there 
is  opportunity  within  corporations  to 
positively  impact  their  communities 
and  society  by  providing  models  of  how 
people  of  difference  can  work  together. 


Michael  L.  Wheeler  is  a  Research  Asso- 
ciate in  the  Human  Resources/  Organi- 
zational Effectiveness  research  pro- 
gram at  The  Conference  Board.  His 
publications  include:  Corporate  Prac- 
tices in  Diversity  Measurement;  Diver- 
sity: Business  Rationale  and  Strate- 
gies, Diversity  Training,  and  Work- 
Family  Roundtable. 

Mr.  Wheeler  is  a  trainer  for  The 
Anti-Defamation  League's  A  World  of 
Difference  Institute,  has  been  a  volun- 
teer cross-cultural  facilitator  for  AFS 
International,  and  speaks  at  universi- 
ties and  corporations  on  the  topic  of 
diversity. 

A  special  thanks  to  The  Confer- 
ence Board's  Council  on  Work  Force 
Diversity  for  their  support  and  contri- 
butions to  his  work. 

DEMGN    MICHAEL  ARON  AND  COMPANY 
ILLUSTRATIONS   OTTO  STEININl.EK 


Government 


TAXES 


THE  TAX  MAN  COMETH 
TO  CYBERSPACE 

Governments  want  a  piece  of  the  pie.  But  what  will  work? 


and  selling 


sist  new  tariffs  on  downloaded  goods 
and  services,  such  as  software.  Says 
Deputy  Treasury  Secretary  Lawrence 
H.  Summers:  "This  is  a  case  where  tax 
policy  is  trying  to  support  the  develop- 
ment of  a  technology,  not  impede  [it]." 
As  far  as  they  go,  those  guidelines 


The  hot  new  trend  in  business  to- 
day is  figuring  out  how  to  make 
big  bucks  in  cybercommerce.  And 
that's  spawning  a  hot  new  trend 
among  governments:  figuring  out  how  to 
tax  cybercommerce. 

Right  now,  buying 
through  the  Internet  is 
small  potatoes,  generating 
a  mere  $500  million  a 
year.  But  the  Net's  poten- 
tial for  growth  is  enor- 
mous. That's  why  govern- 
ments worldwide  are 
looking  for  ways  to  tax 
both  Internet  service 
providers,  such  as  Ameri- 
ca Online  Inc.,  and  the 
transactions  that  take 
place  in  cyberspace.  Even 
states  in  the  U.  S.  have 
joined  overseas  lawmak- 
ers in  the  struggle  to  fig- 
ure out  how  and  where  to 
tax  techno-transactions. 
NO  MARGINS.  Timing  is 
crucial.  Governments  have 
a  real  chance  to  establish 
uniform  rules  while  Inter- 
net commerce  is  still  mod- 
est. If  they  miss  this 
opportunity  and  allow  vari- 
ous jurisdictions  to  try  to 
grab  as  much  tax  as  possi- 
ble, the  resulting  patch- 
work of  laws  may  stifle  the 
growth  of  a  young  indus- 
try. "For  many  companies, 
this  is  a  no-margin  busi- 
ness," says  Bill  Sample, 
senior  director  of  tax  af- 

fairs  for  Microsoft  Corp.  who  should  pay  for  a  cybertransaction 

"Imposing  taxes  on  gross  ________ 

revenues  is  not  going  to 
encourage  people  to  expand." 

A  Nov.  21  Treasury  Dept.  report  sets 
out  U.  S.  policy  for  the  first  time:  As 
much  as  possible,  apply  existing  tax 
rules  to  transactions  on  the  Net,  protect 
companies  from  b"ing  taxed  in  two  ju- 
risdictions for  th<  same  transaction, 
keep  things  simple  and  uniform,  and  re- 


Fundamental  problems  remain:  Deciding 
where  the  Net  is  located,  for  a  start,  and 


will  please  most  U.  S.  companies.  "Trea- 
sury has  made  it  clear  that  it  doesn't  in- 
tend to  create  new  rules,"  says  Carol 
Dunahoo,  a  principal  in  the  National 
Tax  Services  Group  of  Price  Water- 
house.  But  she  warns  that  "there  re- 
mains a  lot  of  uncertainty  about  how 
existing  rules  apply." 


One  critical  issue  will  be  whetf 
bertaxes  should  be  imposed  bad 
the  residence  of  buyers  or  of  lit 
Concerned  about  the  difficulty  cid 
tifying  buyers  and  well  aware  thin 
producers  of  Net-based  goods  ai 
vices  are  headquartered  in  the  !. 
Treasury  wants  to  preserve  its  ihi 
tax  the  sellers  of  goods  over  there 
mation  Superhighway. 

Large  U.  S.  companies,  ml 
which  pay  lower  taxes  overseas  h; 
other  ideas.  And  so  do  many  ify 
which  prefer  to  levy  their  own  t» 
both  as  an  easy  way  to  raise  r<ei 
and  as  a  means  to  protect  locai 
tech  businesses  from  powerful 
competitors.  Says  Dennis  Glov.' 
manager  at  Deloitte  &  Touche:  "s\ 
oping  countries  and  those  that  vet 
create  their  own  markets  will  mal  i) 
onerous  as  possib' 
foreigners  who  try},; 
over  the  Net. 

The  European^ 
munity  is  under  pm 
to  take  just  that  31; 
Concerned  that  U . 
erators  are  domiiti 
Europe's  market  J\ 
temet  access,  homex 
competitors  want!  J 
sellers  hit  by  local  _i  4 
added  taxes  in  thea 
tries  where  thei  c 
tomers  reside.  "Thai 
complex  and  poliBI 
very  sensitive  quesH 
concedes  an  eu  offl 
A  similar  confliiH 
also  be  cropping  « 
tween    the  U.S»' 
South  Korea,  wheijfc 
businesses  that  acqM 
censes  from  foreigBS 
ents  to  copy  and  sew 
ware  are  subject  taw 
Korean  withholdings 
es.  But  a  new  U.  SH 
sury  proposal  coul 
American  softwarstt 
ers  from  claiming  in 
tax  credits  for  the  I 
Many  U.S.  com! 
have  tax  problems  * 
to  home.  State  giei 
ments,  eyeing  huj  1 
tential  revenues 
scrambling  for  ways  to  impose fc1 
own  levies  on  the  Net.  At  least  a  I 
states,  from  California  to  Florid  I 
actively  considering  new  cybertax, 
eluding  excise  anel  special  teleccn 
nications  taxes. 

Service  providers,  of  course,  1 
love  to  avoid  new  taxes  altogether 
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The  other  is  information.  Because  no  trade  would 
ever  be  made  without  it.  And  helping  clients  manage 
information— not  just  process  it— is  what  Unisys  does 
best.  That's  why  Unisys  solutions  are  trusted  for  the  most 
demanding  jobs— like  trading  over  800  million  shares  in  a 


single  day.  Unisys  systems  support  500  transactions  a  'C 
ond,  transmitting  details  to  over  3,000  workstations.  1 
Unisys  is  behind  everything  from  managing  a  quotas 
database  to  maintaining  the  world's  first  "electronic  tranc 
floor."  It's  all  part  of  information  management— our  weoi 


ing  you  use  information  as  an  asset  to  gain  competitive 
mtage.  Call  for  details  and  learn  what  clients  like  The 
daq  Stock  Market  learned.  When  it  takes  information  to 
/our  business,  it  takes  Unisys  to  help  you  run  it  better. 

!://www.unisys.com  or  1-800-874-8647.  ext.  222 
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Merrill  Lynch 

on  the  value  of 
long-term  bonds. 


With  time — and  only  time — can  a  company  build 
the  fundamental  foundation  for  success  in  the 
Asia  Pacific  Region:  long-term  personal  relationships, 
based  on  absolute  trust.  Over  more  than  30  years, 
Merrill  Lynch  has  established  contacts  and  nurtured 
associations  throughout  the  region.  From  this  history 
have  come  bonds  that  cannot  be  bought  and  cannot 
be  done  without.  For  in  the  Asia  Pacific  Region,  as  in 
the  rest  of  the  world,  trust  makes  all  the  difference. 
The  difference  is  Merrill  Lynch. 
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.vernment 


t,  operators  would  like  to  see 
iake  three  concessions:  impose 
es  in  the  same  manner,  require 
•s  to  pay  taxes  directly,  and  re- 
im  levying  additional  telecom 
f  states  do  impose  taxes,"  says 
nnedy,  CompuServe  Inc.'s  man- 
government  and  industry  rela- 
e  want  to  be  sure  they  are  fair, 
and  simple." 

idustry  may  have  a  powerful 
epresentative  Christopher  Cox 
),  chairman  of  the  House  Re- 
Policy  Committee.  He's  mulling 
»n  to  freeze  new  state  cyber- 
This  is  interstate  commerce, 
1  simple,"  Cox  warns.  "States 
lot  be  allowed  to  privateer 
nterstate  commerce." 
BIT.  While  business  fears  com- 
and  double  taxation,  govern- 
orry  that  tens  of  billions  of  dol- 
lies will  evade  taxation.  On  the 
ere  a  product  can  be  down- 

0  an  E-mail  address  and  paid 
a  credit  card  or  electronic  mon- 
ery  hard  to  trace  buyers.  And 
ns  up  big  opportunities  for  tax 
e. 

1  all  these  issues  is  one  funda- 
juestion:  Where  exactly  is  the 
ited?  Normally,  a  state  or  a 
can  impose  taxes  on  a  business 
physical  presence  in  its  juris- 
[n  simpler  times,  that  meant  a 
an  office.  Not  anymore.  Inter- 
ce  providers,  for  example,  want 
tomers  to  get  on  the  Net  with 
hone  call.  To  do  that,  operators 
ndreds  of  modems,  telephone 
,  and  other  pieces  of  communi- 
jear  scattered  throughout  the 
I  the  world.  Mostly  leased  from 
mipanies,  the  equipment  could 

in  a  closet.  But  some  govern- 
aim  that's  all  they  need.  Cali- 
ficials  say  that  merely  putting 
■b  page  on  a  server  located  in 
te  could  make  companies  sub- 
ixes. 

nations  are  mulling  ways  to 
.t  idea  one  step  further.  Both 
1  Belgium  are  considering  a  "bit 
\  would  impose  a  levy  on  every 

data  that  crosses  the  Net  in 
intries. 

ful?  Perhaps.  Unenforceable? 
1  But  governments  see  the  eco- 
^tential  just  as  clearly  as  busi- 
d  where  money  is  being  made, 
n  be  paid.  Electronic  commerce 
eginning  to  blossom — and  so  is 
ite  over  how  to  tax  it. 
oward  Gleckman  in  Washing- 
h  Marsha  Johnston  in  Paris 
herine  Lee  in  Seoul 
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Bonds 
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Free  For 

College. 
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Today. 
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In  18  Years. 


If  the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  it  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free.  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 


I  >.  Saving  s  Bonds 


rheCreal  Vmerican  Investmem 

A  public  service  ol  this  publica:  on 


Legal  Affairs 


LITIGATION 


ORDER  IN  THE 
BUSINESS  COURT 

But  will  these  special  tribunals  be  impartial? 


■  n  many  states,  murderers  go  to  trial 
I  in  special  criminal  courts,  divorcing 
I  spouses  duke  it  out  in  family  court, 
I  and  heirs  do  battle  in  probate  court. 
But  corporations,  which  frequently  get 
into  disputes  involving  more  money  and 
knottier  legal  issues  than  even  the  ugli- 
est contest  over  a  will,  rarely  get  such 
special  treatment.  In  all  but  six  states, 
business  cases  are  assigned  to  general 
civil  tribunals  that  devote  the  majority 


CHANGE  IN  VENUE 

Companies  nationwide  are  pushing  for 
specialized  forums  to  hear  their  disputes 


STATES  WITH  BUSINESS  COURTS 


Delaware 
Illinois 
New  Jersey 


New  York 
North  Carolina 
Wisconsin 


STATES  CONSIDERING  BUSINESS  COURTS 


California 

Colorado 

Florida 

Michigan 

Minnesota 


Mississippi 
Ohio 

Pennsylvania 
Texas 


of  their  time  to  small-potatoes  m 
over  dented  car  bumpers  and  m 
apartment  leases. 

That  means  that  for  bread-and-» 
legal  problems — such  as  contrail 
putes,  collection  cases,  and  sharel 
suits  against  management — com! 
are  frequently  assigned  judges  wh<  I 
know  much  about  business.  For  I 
companies  have  complained  that  i  t 
rienced  judges  take  too  long  to  | 
decisions,  misinterprl 
law,  and  impose  unrd1 
penalties.  New  York  li  I 
Dennis  J.  Block  recall 
judge  who  issued  an  8 
ceived  order  prohibit 
nearly  $1  billion  coil 
from  paying  bills  il 
days,  including  em]  I 
salaries.  The  suit,  all 
financial  mismanage  I 
was  ultimately  dismisi 
Now,  companies  in  I 
states  are  cheering  ti 
tablishment  of  specif 
business  courts  modeft 
ter  Delaware's  Cow 
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1, 


1,0 1 


Bringing  People  Closer 


Telecommunications  in  Italy  and  t 


asiness  is  bringing  people  together  through  tele- 
ins  technology-both  at  home  in  Italy  and  around 


3  § 

i  SB 


We  provide  a  wide  rang 
IT  services  to  the  most 
when  communications 
more  naturally  to  Stet. 


I id  the  hundred-plus  specialist  companies  which 
tet  Group  have  a  unique  expertise  in  that  business: 


www.stet.it 


or  her 


es  for 


For  just  $99,  you  can  buy  the  important  women  in  your 
life  a  beautiful  Nicole  Valenza  hosiery  gift  subscription. 
We'll  deliver  four  pair  of  elegant  designer  hosiery  three 
times  to  her  home  or  office,  starting  with  a  free  pair  of  sexy, 
sensational,  seductive  thigh  highs.  This  great  "stocking 
stuffer"  includes  your  personal  message  and  holiday  confetti. 
You'll  always  stay  on  her  mind  because  your  name  is 
mentioned  with  each  delivery.  And  she'll  appreciate  the 
convenience  of  not  having  to  rush  to  the  store.  No  need  to 
know  size' or  colors... we  handle  it  for  you  on  the  phone.  And 
she  can  always  change  it  simply  by  calling  us.  For  today's 
woman,  call  today.  And  get  ready  to  get  appreciated. 


164    MADISON    AVE.  NY, 


NY    10  0  16 

Plus  shipping  &  handling 


1.800.  304.  6393 


What  if  you  could  help  each  of  your  senior  people  become  more  effective 
and  better  informed?  Well,  that's  exactly  what  you  get  when  you  buy  them 
subscriptions  to  Business  Week,  the  world's  leading  weekly  business  magazine. 

Every  week,  Business  Week  provides  insightful  news  and  intelligent 
analysis  your  employees  need  to  succeed  Even  better,  if  you  have  a  message 
you  want  to  add,  we  can  create  a  custom  cover  wrap  just  for  your  employees. 

So,  find  out  more.  Call  (212)  512-2216  or  (212)  512-6732. 


Beyond  news  Intelligent 


©  1996.  by  the  McGraw-Hill  Companies 


A  I  'ii'hinn  t>l  'I  he McGraw  Hill Companies 


Legal  Affairs 


1 


Chancery.  New  York  and  Norths, 
na  both  set  up  business  courts  la: « 
and  Wisconsin  followed  suit  irjaj 
At  least  nine  other  states  are  cm 
ing  such  proposals  (table).  Ad* 
say  the  establishment  of  a  natio  .li 
work  of  business  courts  wouldbt 
important  step  toward  reduci> 
costliness  and  unpredictabilit  .t 
plague  corporate  litigants.  "Weft 
legal  system  that  is  out  of  wh$: 
puts  U.  S.-based  businesses  at j  e* 
petitive  disadvantage,"  says  Garyt' 
Graafeiland,  general  counsel  of  E$bi 
Kodak  Co. 

But  plaintiffs'  attorneys  are  lrifc* 
hard  to  shoot  down  business  co* 
tiatives  and  have  successfully  m 
such  efforts  in  California  and  Pft 
vania.  They  complain  that,  at  H 
when  courts  everywhere  are  ol 
dened,  it  is  unfair  to  give  speciaft 
ment  to  corporate  litigants.  Em 
courts,  they  warn,  are  also  likelft 
vor  hometown  companies.  Howft 
out-of-state  corporation  accusedft 
lating  the  terms  of  a  contract  btt 
dak  in  Rochester,  N.  Y.? 
"DANGER."  A  more  ominous  wft 
that  business  courts  will  be  defft 
to  entrenched  management.  UnliW 
inals  or  divorcing  partners,  largft 
panies  will  be  repeat  players  ill 
state's  business  courts.  They  coulft 
influence  by  offering  jobs  to  w 
judges  and  contributing  money  tA 
cians  that  oversee  these  courts,  m 
seen  other  specialized  courts  m 
captured  by  the  interest  groum 
oversee,  and  that's  certainly  a  ft 
here,"  says  New  York  University! 
of  Law  professor  Rochelle  C.  Dim 
That  could  be  bad  news,  say,  n 
nority  shareholders  challenging  a  ft 
rejection  of  a  lucrative  buyout  oft 

Corporate  attorneys  counter  thft 
ics  are  opposed  to  any  attempts  ft 
justice  reform.  Rather  than  imft 
noncommercial  lawsuits,  they  clail' 
ness  courts  will  speed  them  up  til 
ing  judges  in  generalist  courts  g< 
other  work.  Robert  L.  Haig, 
York  corporate  attorney,  add 
hometown  bias  has  been  the  so 
few  complaints  in  Delaware  oi 
states.  And  the  efficiency  of  bil 
courts  speaks  for  itself.  Since  18| 
tablishment  of  New  York's  bil> 
court,  the  number  of  commercial* 
settled  before  trial  has  increai^ 
85%.  When  it  comes  to  justice,  hce 
efficiency  isn't  the  only  issue.  Ik 
up  the  momentum,  backers  of  b  it 
courts  are  going  to  have  to  pre1 
new  venues  are  fair"  as  well  as  fit 
By  Mike  France  in  NeM 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT. 


CISIONS  ARE  TOUGHER. 

IE  IS  CRITICAL. 

SOURCES  ARE  LEANER. 

D  THE  BUCK  STOPS  WITH  YOU. 


YPE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively... and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing, 
OLAR  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  www.sas.com/vision/ 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  trademark, 
ot  SAS  Institute  Inc  Copyright  ©  1996  by  SAS  Institute  Inc 


THE  BRAND  NEW  DEVI LL 

FOR  THE  TIME  OF  YOUR  LIFE. 


The  kids  have  grown.  Your  career  is  on  track.  It's  about  time  you 


recharged  your  batteries  in  something  comfortable.  Like  the  bran 


w  DeVille  Concours.  This  cadiiiac  gives  you  lots  of  room  to  stre 

Plus  things  that  set  your  mind  at  ease.  Like  new  Side  air  bags. 


StabiUTrak,  a  new.  world-class  suspension  system  that  uses  a  computer  t 
help  you  Stay  in  Control  And  OnStar,*  satellite  and  cellular  technol 
makes  sure  there's  always  somebody  around  to  look  OUt  for  you, 


need  your  door  uhlocked.  or  just  need  directions.  So  chec 


out  the  new  DeVille  with  the  Northstar  System.  And 


have  the  time  of  your  life.  After  all,  you  always  said 


the  best  was  yet  to  come. 


4CAD  or  visit  our  Web  site  at  www.cadiUac.com. 
le  at  participating  Cadillac  de 


Developments  to  Watch 


EDITED  BY  PETER  COY 


FROM  DOWN  UNDER,  NEURAL-NET  PCs 

ANTHONY  J.  RICHTER  GREW 

up  in  poverty  in  Western 
Australia  in  the  early  1950s, 
living  for  a  time  in  a  tent  in 
the  sand  hills  south  of 
Perth.  Now  he's  a  million- 
aire entrepreneur  who's 
vowing  to  change  computing 
with  hardware  and  software 
that  mimic  the  human  brain. 

Richter,  an  industrial  psy- 
chologist, calls  his  technolo- 
gy Neuronetics.  It's  used  for 
security  and  voice-mail  sys- 
tems sold  by  his  company, 
Perth-based  Formulab  Neu- 


ronetics Corp.  But  Richter 
has  bigger  ambitions.  In 
February,  he  plans  to  sell  a 
$99  Windows-compatible 
programming  language,  a 
$300  plug-in  circuit  card  for 
personal  computers,  and  a 
$6,000  stand-alone  computer, 
all  based  on  Neuronetics. 

Like  a  brain,  Neuronetics 
hardware  consists  of  neu- 
ron-like circuits  that  "fire" 
when  the  inputs  from  neigh- 
boring neurons  reach  a  cer- 
tain threshold.  Unlike  ordi- 
nary neural  nets,  whose 


inner  workings 
are  hard  to  de- 
cipher, Neuro-' 
netics  systems 
can  be  easily 
checked  and  ad- 
justed. Pro- 
gramming con- 
sists of  making 
connections  be- 
tween neurons 
and  setting  the 
firing  thresholds. 
It's  especially  good  for 
such  jobs  as  recognizing  pat 
terns  in  sound  or  pictures, 
dealing  with  missing  data, 
or  coping  with  several  si- 


multaneous  eve 
Richter  has 
thusiastic  fans, 
terface  Analysi 
Associates  of  S 
Jose,  Calif.,  is  u 
the  Neuronetics 
software  to  hel 
design  easily 
understandable 
pit  displays  for 
British  military 
Says  the  company's 
principal,  Anthony  D. 
dre:  "It's  awesome.  I  th 
it's  going  to  be  a  pheno 
nal  paradigm  shift  in 
programming." 


COST-BENEFIT 
ANALYSIS:  TAMING 
THE  BABEL  

HOW  MUCH  SHOULD  WE  SPEND 

today  for  things  that  will 
benefit  future  generations, 
like  burying  nuclear  waste? 
Executives,  lawmakers,  and 
regulators  can't  seem  to 
agree. 

One  reason  is  that  they  use 
different  yardsticks.  Let's  say 
spending  $1  billion  on  envi- 
ronmental cleanup  today 
brings  a  $5  billion  benefit  in 
30  years.  Compared  with  oth- 
er ways  to  invest  the  money, 
an  accountant  might  say  the 


payoff  is  too  small.  A  regula- 
tor whose  view  is  less  tied  to 
financial-market  returns  might 
decide  it  is  worthwhile. 


The  yardstick  problem  was 
highlighted  in  mid- November 
at  a  Washington  conference  at- 
tended by  regulators  who  do 
cost-benefit  analyses. 
It  was  sponsored  by 
Resources  for  the 
Future,  a  Washing- 
ton think  tank,  and 
Stanford  Universi- 
ty's Energy  Model- 
ing Forum,  rff 
President  Paul  R. 
Portney  says  the 
conference  didn't 
solve  the  problem, 
but  at  least  "forced 
everybody  to  lay 
their  cards  on  the 
table."  □ 


BRILLIANT  WORK  IN  FLAT-PANEL  DISPLAYS 


DO  AMERICANS  HAVE  A  SHOT 

at  breaking  into  the  busi- 
ness of  flat-panel  displays 
for  computers  and  TVs?  A 
year  ago,  flat-panel  expert 
Larry  R.  Dalton  of  the  Uni- 
versity of  Southern  Califor- 
nia didn't  think  so.  But  he's 
changing  his  mind,  thanks  to 
breakthroughs  in  organic 
electroluminescent  (EL)  dis- 
plays. The  two  leaders  in 
the  field,  he  says,  are  Uni- 
versal Display  Corp.  of  Bala 
Cynwyd,  Pa.,  which  works 


with  Princeton  University, 
and  Uniax  Corp.  of  Santa 
Barbara,  Calif.,  which  uses 
patents  from  the  University 
of  California  campus  there. 

el  displays  are  brighter 
and  viewable  from  a  wider 
angle  than  the  liquid-crystal 
displays  made  in  Japan  and 
Korea.  The  versions  made 
with  organic  molecules,  simi- 
lar to  those  in  dyes  and 
paints,  are  brighter  still  and 
require  lower  voltages.  Or- 
ganic molecules  deteriorate 


quickly  in  the  presence  of 
oxygen  when  emitting  fight, 
but  both  companies  say 
they've  taken  care  of  that 
by  sealing  them  under  glass. 

Uniax  aims  for  a  1998 
launch  of  a  low-resolution 
display  for  products  like  cell 
phones.  Universal  Display 
hopes  to  begin  licensing  its 
technology  to  manufacturers 
next  year.  It  has  figured  out 
how  to  make  its  displays 
transparent  when  not  ener- 
gized, so  they  can  be  em- 
bedded into  the  windshield 
of  a  car  or  plane.  □ 


PLAYING  CATCH 
WITH  HAMBURG 
DISEASE' 

LAST   YEAR,  40,000  isB 

cans  were  struck  by  fiac 
burger  disease."  CaufH 
an  unfriendly  form  H 
common  bacterium  E.m 
can  cause  diarrhea  in  laid 
and  kidney  failure  otevt 
death  in  children. 

Synsorb  Biotech  nti 
Calgary,  Alta.,  has  dewj 
an  antidote.  Studies  shH 
drug,  Synsorb  Pk,  cutljn 
the  number  of  infectap 
dren  who  developed  m 
kidney  complications^ 
are  under  way  in  eigW 
ters  in  Canada  and  wilM! 
in  the  U.  S.  in  April.  ■ 

E.  coli  makes  toxiiB 
latch  onto  receptors  onjlb 
the  digestive  tract.  Tata 
ceptors  are  lost  by  &gm 
so,  but  children  have  fa 
them,  so  the  toxin  sfflR 
affects  them.  Synsorb  I  a 
sugar  derivative  that  in 
the  receptors.  The  toxujij 
onto  it  instead  of  the  ctP  t 
are  carried  out  of  the  4' 

Synsorb  hopes  to  i| 
approval  for  its  drug  hi! 
The  ding  will  cost  $5,dw 
treatment,  because  it  w 
cult  to  make  and  has  :sn 
market.    Naomi  FretMi 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@businessweek.com 
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J- 


fie 


GUT 

A  J  so    known  as: 

"the  big  decision  maker" 


Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 

FUJITSU 

FUJITSU  PC  CORPORATION 
H^ZH  Built    for    Humans.  IZZ 


EVERY  NOTEBOOK  COMES  WITH 
A  BIG  HELPING  OF  REASSURANCE. 

(J)  As  the  2ND  LARGEST  COMPUTER  maker  in  the  world 
we  know  how  to  satisfy  the  biggest  expectations. 

(2)  24  hour,  7  day  a  week  PHONE  AND  WEB  access  is  a 
helpful  reminder  that  we're  here  to  serve  you. 

(3)  Substantial  SUPPORT  with  a  three-year  limited 
warranty  and  available  24  hour  replacement. 


-Zntroducing  the  LifeBook"  500  and  600  Series.  Notebooks 
with  all  the  hi-tech  stuff  you  need.  Ultra-fast  Intel  Pentium" 
processors.  CD-ROM  drives.  Big,  crisp  screens.  Sleek, 
ergonomic  designs.  And  ol  course,  extraordinary  Tvice 
and  support.  All  with  an  extra  serving  ol  solid  <i  ndability. 


FUJITSU  PC  CORPORATION.  For  more  info,  call  1-888-4-ON-THE-GO,  ex    J00  I , 
visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  at  1-800-936-5^ 

^  Life  Book  is  a  trademark  ol  Fujitsu  PC  Corporation,  and  Fujitsu  and  the  Fujitsu  logo  are  trademarks  of  Fujitsu  Ltd.  The  Intel  Inside  Logo  and  Pent         -e  registered 

trademarks  ol  Intel  Corporation.  Microsoft.  Windows,  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  Corporation  All  other  trad.  .  or  registered 
trademarks  are  property  of  their  respective  companies  ©1996  Fujitsu  PC  Corporation  All  rights  reserved. 


Designed  for 


.1 :  c_r  0  soft 
A  indows  95 


The  future  is  everything  you 
ean  imagine  in  the  Here  &  Now.  At 
Bell  Atlantic,  we'll  help  make  it  real 

It'll  be  a  future  where  Fiber- 


Networks,  Digital  TV  and  ISDN 
are  household  words.  Where  Internet 
Solutions,  Entertainment  on  Demand 
and  Customized  Network  Solutions 


lp  you  perform  every  day. 

All  of  these  tools  will  be 
ought  to  you  by  a  company 
u  probably  think  you  already 


know  -  Bell  Atlantic. 

Say  the  word,  and  we'll  be  there 
to  help  make  the  future  everything  you 
could  ever  dream  of. 


■*  -> ... 


$  Bell  Atlantic 

THE  I -lEAIJf  OF XX)MM UN  JCATION * 


Science  &  Technology 


GROVE:  A  "revolution-in-progret 


SEMICONDUCTORS 


THE  SILICON  AGE? 
IT'S  JUST  DAWNING 

Happy  25th,  Mr.  Chips.  My,  how  you've  grown 


Few  inventions  have  changed  the 
world  as  profoundly — and  rapid- 
ly— as  the  microprocessor.  The  first 
brain  chip  was  born  just  25  years 
ago.  Intel  Corp.  announced  its  arrival 
in  a  November,  1971,  trade-magazine  ad 
that  heralded  "a  new  era  in  integrated 
electronics."  But  even  Intel  didn't  an- 
ticipate the  scope  of  the  revolution  it 
was  unleashing  on  business  and  society. 

Today,  the  world's  chip  population  has 
swollen  to  350  billion,  including  15  billion 
microprocessors.  That's  more  than  two 
silicon  brains  for  every  person  on  earth. 
In  the  U.  S.  and  other  industrial  coun- 
tries, most  homes — those  without  per- 
sonal computers,  that  is — are  filled  with 
a  couple  of  dozen  microprocessors. 
They're  in  TV  sets,  wristwatches,  cam- 
eras, kitchen  appliances,  vacuum  clean- 
ers, and  just  about  everything  else  that 
plugs  into  the  wall.  Cars  typically  have 


at  least  10  microprocessors,  and  the  new 
Mercedes-Benz  S-Class  models  have  50. 

The  little  silicon  rascals  have  certain- 
ly made  good  on  Intel's  proclamation. 
But  all  that  has  happened  so  far  is 
merely  the  prologue  for  what's  coming. 
At  the  electronics  industry's  recent 
Comdex  extravaganza  in  November,  In- 
tel CEO  Andrew  S.  Grove  asserted  that 
"we  are  only  at  the  beginning  of  this 
revolution-in-progress."  His  view  is 
shared  by  execu- 
tives at  IBM,  Texas 
Instruments,  Zilog, 
Hitachi,  NEC,  and 
other  microproces- 
sor producers.  "You 
ain't  seen  nothin' 
yet,"  says  R.  Gary 
Daniels,  general 
manager  of  Motoro- 
la Inc.'s  Microcon- 


One  day,  says  a  chip 
pioneer,  machines  will 
be  able  to  figure  out 
how  to  do  their  jobs 


troller  Technologies  Group  in  A 
Tex.  "It's  an  electronics  explosioi 

Ever  since  Intel's  first  microprc  I 
the  4004,  these  chips  have  gro1! 
creasingly  powerful  in  periodica 
and  bounds  (table,  page  150).  Gro\\ 
diets  that  this  inexorable  marc 
continue  for  at  least  15  more  year 
haps  30.  By  2011,  he  envisions 
processors  with  a  billion  transistor 
will  chew  through  100,000  mips,  J 
lions  of  instructions  per  second.  T 
fastest  Pentium  Pro  chips  boast  5 
lion  transistors  and  speeds  of  40C 
So  that  future  chip  will  be  era:: 
with  the  power  of  250  Pentium  P 
OBVIOUS  TARGET.  To  boggle  the 
further,  there  will  be  more  r 
processors  produced  with  each  p; 
year.  Combine  the  gains  in  proa 
speed  with  the  growth  in  the  num 
chips,  and  the  result  is  astour 
Every  two  years  or  so,  the  world'; 
puting  power  doubles.  So  betweei 
and  1999,  chipmakers  will  churn  ( 
much  number-crunching  power  a 
sum  of  what  now  exists.  And  a  ye 
two  into  the  next  century,  that 
will  double.  The  implications  of 
compound  growth  are  staggering, 
erico  Faggin,  a  member  of  the 
team  that  invented  the  microproc 
and  now  ceo  of  Synaptics  Inc.,  be' 
one  result  will  be  autonomously  ii 
gent  machines  specializing  in  ce 
jobs.  You'll  just  tell  them  what  t 
and  they'll  figure  out  how  to  do  it. 
will  be  a  new  dawn,"  says  Faggin 
For  chipmakers  itching  for  a  pie 
this  action,  Intel  is  the  obvious  targ 
is  the  world's  biggest  and  richest 
company,  with  a  valuation  that 
proaching  $100  billion,  or  close  fx 
combined  worth  of  the  Big  Three 
makers.  And  the  bigger  Intel  beec 
the  more  competition  it  seems  tl 
tract.  However,  money  isn't  the 
tiling  that  will  chive  more  chipmak 
dive  into  the  microprocessor  busin 
Chips  are  becoming  almost  too 
of  a  good  thing.  As  transistor  cc 
climb  into  the  tens  of  millions  per 
as  is  now  starting  to  happen,  e: 
products  will 
lapse"  onto  one 
er  of  silicon.  E: 
for  PCs,  worl 
tions,  and  othe 
phisticated  syst 
a  single  chip  w 
able  to  hold  al 
circuitry  now 
tered  among  n 
pie  chips  from 


I 
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How  do  you  create  a 
better  office  worker? 


2 Create  a 
better  office. 


Projecting  brow 
minimizes  glare 
and  eyestrain. 


II  igh  -  perfonnam  -e 
nose  filters  smoke, 
dust,  pollen, 
airborne  viruses 


Office  air  cleaner  helps  remove 


correct 


3M  takes  a  uniquely  holistic  approach  to  Office  Ergonomics. 
Rethinking  the  entire  work  environment  to  create  less 
physical,  mental,  and  emotional  stress  -  with  greater  comfort 
and  productivity.  The  nature  of  work  is  changing.  Our 
solutions  help  manage  that  change.  One  more  example  of 

how  we  go  from  need  to. . . 


3M  Innovation 


For  more  information,  call  1-800-332-7483,  or  Internet,  http://www.mmm  com/eri 
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ous  suppliers.  And  all  those  suppliers 
will  want  to  be  the  survivor  that  makes 
the  "system  on  a  chip."  So  they'll  need  a 
microprocessor  circuit. 

Even  dynamic  random-access  memoiy 
chips  (drams)  are  getting  too  fat  for  their 
britches.  Computers  may  al- 
ways be  able  to  use  more 
memoiy,  but  the  next  gen- 
eration of  DRAMS  Will  Spoil 
more  transistors  than  most 
products  need  just  for  stor- 
ing data.  So  dram  makers 
are  developing  hybrid  chips 
with  microprocessor  modules 
to  broaden  their  business. 
Market  watcher  Dataquest  Inc.  says  at 
least  a  dozen  chipmakers  are  working 
on  so-called  application-specific  integrat- 
ed circuits,  or  ASICs,  that  combine  dram 
and  microprocessor-type  circuits. 

That  includes  the  king  of  drams, 
Samsung  Semiconductors  Inc.  The  Ko- 
rean chipmaker  in  September  unveiled 
an  asic  hybrid  with  1  megabit  of  mem- 
oiy plus  60,000  logic  gates.  (A  logic  gate 
is  the  fundamental  switch  in  a  micro- 
processor circuit.)  Because  a  logic  gate 
consists  of  three  or  more  transistors, 
Samsung's  asic-dram  is  essentially  an 
IBM  pc/xt  on  a  chip.  Similar  hybrids  are 
offered  by  Toshiba,  Texas  Instruments, 
and  ibm.  Mitsubishi  Electric  Corp., 
which  also  has  an  asic-dram,  is  trading 
its  dram  savvy  to  Motorola  for  Motoro- 
la's latest  microprocessor  technology, 
called  ColdFire — and  has  formed  a  Sili- 
con Valley  startup,  Vsis  Inc.,  to  focus  on 
system-chips.  "We  expect  to  embed 
ColdFire  into  memoiy  and  create  a  sys- 
tem-on-a-ehip,"  says  Stephen  D.  Hes- 
ter, executive  vice-president  at  Vsis. 
drastic  SHIFT.  The  Motorola-Mitsubishi 
collaboration  points  up  a  practical  prob- 
lem with  system-chips:  Even  semicon- 
ductor giants  will  be  hard-pressed  to  go 
it  alone.  When  system-chips  climb  past 
100  million  transistors,  they  will  be  mon- 
strously complex  and  costly  to  develop. 
No  computer-aided  design  system  that 
exists  now  could  cope  with  so  much  de- 
tail. Already,  chipmaking  is  the  world's 
most  expensive  real  estate  speculation, 
says  Intel  Chairman  Gordon  E.  Moore. 
Turning  wafers  into  microprocessors 
costs  $1  billion  per  acre  of  silicon. 

Next  year,  IBM,  Texas  Instruments 
Inc.,  and  others  plan  to  shrink  the  width 
of  transistors  to  an  infinitesimal  0.25  mi- 
crons, and  by  decade's  end,  0.18  microns. 
By  comparison,  bacteria  are  about  8  mi- 
crons wide  and  a  human  hair  10  times 
fatter  than  that.  The  equipment  for  etch- 
ing silicon  with  millions  of  such  minuscule 
devices  steadily  mounts  in  cost  as  the 
transistors  shrivel.  Today,  a  chip  factoiy 


for  printing  0.35-micron  transistors  costs 
$2.5  billion.  The  tab  for  a  wafer-fabrica- 
tion plant  for  superchips  with  0.07-mi- 
cron  transistors  could  run  $10  billion. 

For  the  vast  majority  of  chipmakers, 
the  ante  for  staying  in  the  game  could 

Micro  brain  power  has 
jumped  from  2,300 
transistors  on  Intel's 
4004  chip  (left)  to  5.5 
million  on 
the  Pentium  Pro 

soon  be  prohibitive.  J.  P.  Dau- 
vin,  scs-Thomson  Microelec- 
tronics chief  economist,  reck- 
ons that  a  decade  from  now, 
only  9  or  10  chipmakers  will  be  able  to 
afford  new  factories.  That's  why  35  chip- 
makers,  suppliers  of  semiconductor  de- 
sign systems,  and  users  of  chips  recently 
founded  the  Virtual  Socket  Interface  Al- 
liance (vsia).  The  goal:  to  develop  stan- 
dards that  will  let  today's  chips  be  con- 
verted into  circuit  modules  that  can  be 
mixed  and  matched  on  future  system- 
chips.  If  all  goes  as  intended,  designers 


March  of  the  Microprocessor 


Intel,  which  produced  the  first  computer-on-a-chip  in 
1971  from  a  couple  thousand  transistors,  now  cranks  out 
chips  with  millions  of  transistors.  Today's  chips  crunch 
numbers  faster  than  a  Cray  supercomputer  could  in  the 
late  1980s.  Within  15  years,  Intel  expects  a  descendant 
with  a  billion  transistors  that  could  whip  a  dozen  of 
today's  fastest  supercomputers. 

CHIP 


PUBLIC 
DEBUT 


INITIAL 
COST 


NUMBER  OF 
TRANSISTORS 


4004 
8008 
8080 
8086 
8088 
i286 
i386 
i486 

PENTIUM 
PENTIUM  PRO 

PROJECTIONS 


11/71 
4/72 
4/74 
6/78 
6/79 
2/82 

10/85 
4/89 
3/93 
3/95 


200 
300 
300 
360 
360 
360 
299 
950 
878 
974 


will  be  able  to  combine,  say,  a  njin 
processor  from  Digital  Equipment  ) 
graphics  accelerator  from  S3  and  n 
circuitry  from  NEC.  And  customers  i 
put  the  finished  design  up  for  bids  ajng 
participating  chipmakers  to  get  tb 
est  cost  of  prodm 

This  would 
drastic  shift  fronthe 
ciurent  business 
el — each  chipmatafss- 
ing  proprietary  i 
nology    to  loci 
customers.  Yet  1 
seems  to  be  hine 
even     the  hwy- 
weights — one  no  bit 
exception  being  > 
vsia's  memberships 
more  than  double  to 
79  companies 
Japan,  Korea,  En 
and  the  U.  S.,  sim 
start  in  Septet 
Among  its  chipmakers:  Cypress  ipa- 
conductor,  Cirrus  Logic,  dsp  Group 
jitsu,  LG  Semicon,  Matsushita,  Nat 
Semiconductor,  Philips,  Samsung. 
Thomson,  ti,  and  vlsi  Technology. 

Intel  should  be  able  to  stay  alojas 
long  as  there  are  PCs.  But  the  spre  o 
ultrasmart  system-chips  into  all  typl  o 
consumer  products  could  begin  pin<in^ 
demand  for  PCs — especially  if  thi 
called  Net  Conui 
er  takes  off.  hi: 
scaled-down 
would  be  linke  to 
the  Internet  anciu 
software  store  oi 
big,  remote  conut 
ers.  Thus,  NetT: 
wouldn't  need  te 
chips.  Similarly  «1 
hilar  phones  iti 
built-in  mainfrae; 
might  take 
many  tasks 
;    1  by  Ijel 


INITIAL 
MIPS* 


786 
886 
1286 


1997 
2000 


1,000 
1,000 


2,300  0.06 
3.500  0.06 
6,000  0.6 

on  nnn  n  o"        compatible  Pes. 

I'  ,,  ,  Sony  Corp.  andB 

er  Japanese  n 
siimer-electronii  gi 
ants  are  saliv;n 
at  the  prospec 
1.2  MILLION         20  smart  televi: 

3.1  MILLION        100  and  settop  b<es 

5.5  MILLION         300  Even,  if  -h 

comes  through  IT' 

scathed,  its  chi] 

count  for  only  1 

of  all  micropr^ 

sors.  The  like  o 


29,000 
134,000 
275,000 


0.3 
0.9 
5 


8  MILLION 
15  MILLION 


500 


'Millions  of  instructions  per  second 


2011  N/A         1  BILLION    100,000  Motorola,  Hit  h: 

and  Zilog  sellfa 


DATA:  INTEL  CORP  .  DATAQUEST  INC 


more 


than 
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Spend  more  on  selling  and  less  on  sending. 


nd  more  than  you  have  to  for  holiday  deliveries? 
)  Priority  Mail™  from  the  U.S.  Postal  Service.  Priority 
pound,  two -to -three- day  packages  are  only  $3.  Two- 
Ex8  is  about  $8  and  UPS8  $6.  That  means  Priority 
save  you  about  $5  over  FedEx  and  $3  over  UPS.  The 
)rity  Mail  you  send,  the  more  you  can  save  (or  invest 
3  in  your  company). 

riority  Mail  can  take  your  package  to  every  single 
and  P.O.  Box  in  the  U.S.  FedEx  and  UPS  don't. 


PRIORITY 
MAIL 


UNITED  STATES  POSTAL  SERVICE  m 

age  delivery  ot  2-3  days  Price  comparisons  based  on  Priority  Mail  up  to  2  lbs  vs  2-lb  published  rates  for  UPS  2nd  Day  Air'  trom  $6  25  and  FedEx  2  Day'*"  from  S7  45  Surcharge  tor  Priority  Mail  on-demand  pickup  ©1996  USPS  FC73 


The  U.S.  Postal  Service  uses  over  15,000  planes  and  200,000 
trucks  —  the  largest  delivery  fleet  in  the  world  —  to  make  sure 
your  packages  arrive  for  the  holidays. 

So?  Lower  costs?  Deliveries  everywhere?  What's  Your 
Priority?  Give  your 
business  a  holiday 
present.  Switch  to 
Priority  Mail  today. 
Call  1-800-THE-USPS.       What's  Your  Priority?"  <J 


1  -800-THE-USPS  ext.  2003  http://www.usps.gov 
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does,  in  unit  terms,  though  many  of  their 
chips  are  much  cheaper — some  costing 
$5  or  less,  a  fraction  of  what  Intel  gets 
for  its  PC  chips  (table,  page  150).  But 
just  like  Intel's  silicon  brains,  all  those 
other  microprocessors  will  grow  smarter 
as  transistors  shrink  in  size.  Tomorrow, 


even  your  alarm  clock  may  have  enough 
smarts  to  download  local  traffic  reports 
and  adjust  the  time  of  its  wake-up  call  to 
road  conditions.  So  the  number  of  PCs 
may  be  a  poor  barometer  of  how  sweep- 
ing the  microprocessor  revolution  will 
be.  Says  Motorola's  Daniels:  "After  the 


turn  of  the  centuiy,  everything  youUel 
will  have  a  chip  in  it."  And  almjt  $ 
many  transistors  as  stars  in  the  si  I  i 
By  Otis  Port  in  New  YorkjUi 
Andy  Reinhardt  in  San  Fransm 
Gary  McWilliams  in  Houstoivaw, 
Steven  V.  Brull  in  Tokyo 


WHOSE  BRAINCHILD  WAS  THE  BRAIN  CHIP? 


■  n  1969,  year-old  Intel 
I  Corp.  was  working 
I  feverishly  to  invent  the 
dynamic  random-access 
memory,  or  dram.  Intel 
unveiled  the  chip  in  1970. 
By  the  mid-1980s,  howev- 
er, Intel  was  forced  to 
abandon  this  early  success 
as  Japanese  rivals  dumped 
drams  on  the  market. 

So  Intel  was  fortunate 
that  in  those  early  days  it 
was  also  dragged  into  the 
race  to  design  the  first  mi- 
croprocessor. Researchers 
had  been  discussing  the 
idea  of  a  computer-on-a- 
chip  since  the  mid-1960s, 
and  if  Intel  had  dallied, 
someone  else  would  al- 
most certainly  have  built 
one  first. 

What  got  Intel  going 
was  a  visit  by  Japanese  engineer 
Masatoshi  Shima  in  April,  1969.  He 
brought  with  him  plans  for  a  set  of 
seven  chips  that  his  company,  Busi- 
com  Corp.,  wanted  for  a  desktop  cal- 
culator. Intel  took  the  job  of  turning 
the  plans  into  silicon  chips. 
BREATHING  SPELL.  Initially,  things 
moved  slowly  because  Intel  was  pre- 
occupied with  drams.  Engineers  re- 
peatedly were  taken  off  the  Busicom 
project  to  work  on  drams.  That  sum- 
mer, though,  Marcian  E.  "Ted"  Hoff 
Jr.  had  a  brainstorm.  He  quickly 
blocked  out  an  alternative  design  for 
the  new  chip.  He  wanted  to  discard 
Shima's  decimal  design — specifically 
suited  for  things  like  calculators — in 
favor  of  a  digital  processor  using  bi- 
nary logic.  This  processor  would  do 
math  by  executing  three  dozen  4-bit 
instructions.  Busicom  approved,  but 
the  project  continued  only  to  inch 
ahead. 

Then,  in  November,  1969,  a  team 
led  by  Victor  D.  Poor  at  Datapoint 
Corp.  (then  called  Computer  Termi- 
nal Corp.)  hatched  a  plan  for  an  8-bit 


BELL  LABS,  e.  1947:  Bardeen,  Brattain,  and  Shoekley 
invented  the  transistor,  the  foundation  of  the  chip  industry 


programmable  computer  terminal.  It 
contained  the  nucleus  for  all  modem 
microprocessors.  Poor  asked  both  In- 
tel and  Texas  Instruments  Inc.  to 
take  a  crack  at  it.  That  heightened 
Intel's  interest.  At  Tl,  Gary  W.  Boone 
initially  figured  the  processor  would 
require  a  set  of  three  chips.  But  his 
team  switched  to  a  sin- 
gle-chip approach  after 
Boone  heard  that  Intel 
was  taking  that  tack. 

In  the  spring  of 
1970,  Shima  made  an- 
other visit  to  Intel. 
Disappointed  by  the 
lack  of  progress,  he 
stayed  on  to  lend  a 
hand,  working  on  the 
logic  design  of  Hoff  s 
digital  chip  while  Hoff  concentrated 
on  the  overall  integration  of  the  logic 
chip  and  three  types  of  support 
chips.  Pitching  in  were  Stanley  Ma- 
zor,  who  took  charge  of  software 
matters,  and  Federico  Faggin,  who 
ran  the  program  and  engineered  sili- 
con circuits  from  Shima's  blueprints. 


DIGITAL  RACE 

TI  produced  a 
microprocessor 
in  1971,  too- 
but  Intel  first 
glimpsed  its 
market  potential 


This  is  the  team  that  wl 
recently  inducted  into  tj 
National  Inventor's  Hallf 
Fame. 

In  March,  1971,  Intel! 
produced  the  first  micrq 
processor  and  began  det 
eries  to  Busicom.  Two  f 
months  later,  Texas  Inst 
ments  built  the  first  8-br 
microprocessor  for  Data 
point.  Although  Datapoi 
decided  the  chip  didn't 
measure  up,  ti  became  1 
first  chipmaker  to  publk 
announce  a  microprocessr. 
Boone  began  adapting  t 
technology  to  other  ti 
chips,  but  he  failed  to  pj- 
suade  Ti  to  promote  the' 
technology.  That  gave  I| 
a  chance  to  catch  up. 
Intel's  engineers  even- 
"  ally  convinced  the  comp< 
ny's  marketing  chief  that  the  Busies 
chip  had  broad  potential.  In  Noven 
ber,  1971,  Intel  announced  its  4-bit 
chip  family  with  ads  proclaiming  "i 
new  era  of  integrated  electronics." 
Each  fingernail-size  4004  chip  pack 
as  much  computing  power  as  the  fi 
electronic  computer,  eniac,  which  \ 
almost  as  big  as  a  two 
garage  when  it  was  bui 
from  18,000  vacuum  tut 
in  1946. 

With  only  2,300  tran 
tors,  the  4004  micro- 
processor was  primitivi 
by  today's  standards.  I 
it  was  the  launchpad  f( 
Intel's  eventual  domina 
tion  of  the  PC  market. 
And  even  today,  the  4( 
is  still  blazing  new  trails.  It's  the 
brain  of  Pioneer  10,  which  was 
launched  on  Mar.  2,  1972,  to  gathe 
the  first  close-up  images  of  Jupite) 
and  is  now  exploring  space  beyon( 
the  solar  system,  where  no  micro- 
processor has  gone  before. 

By  Otis  Port  in  New  ~ltk 
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m  CARE 


10  GETS  A  LIVER 
ND  WHO  DOESN'T 

ospital  politics  influencing  the  availability  of  organs? 


d  Matter  occupies  a  well- 
imbed  card  in  Bill  Clinton's 
Iging  Rolodex.  Back  in  1967, 
le  two  were  students  at  George- 
Iniversity,  Matter  ran  Clinton's 
rn  for  student  body  president — a 
inton  lost.  But  the  two  remain 
ends.  And  when  the  President 
d  in  Pittsburgh  in  September, 
.  now  a  real  estate  developer, 
m  the  lowdown  on  a  raging  con- 
y  in  a  vital  local  industry:  organ 
ants.  The  allocation  system  isn't 
told  the  President.  Sick  patients 
i  states  are  getting  livers  in  less 
ro  weeks,  while  elsewhere  others 
ting  months  and  many  die  before 
g  the  top  of  the  list.  As  Clinton 
onto  the  stage,  he  told  Matter  to 
i  a  brief  on  transplants, 
er,  who  does  business  with  the 
aty  of  Pittsburgh  Medical  Center 
xiends  with  upmc  President  Jef- 
)moff,  promptly  sent  Clinton  an 
age  outline  of  Pitt's  complaints, 
passed  the  memo  on  to  Health 
ian  Services  Secretary  Donna  E. 
,  who  scheduled  hearings  on  or- 
ocation  for  December.  This  is 
to  stir  controversy,  since  even 


the  slightest  change  in  allocation  of 
scarce  livers  effectively  spreads  hope 
to  one  group  of  Americans  while  sen- 
tencing others  to  death. 

The  current  system,  overseen  by  the 
United  Network  for  Organ  Sharing 
(unos),  a  private  indus- 
try group,  divides  the 
nation  into  11  regions 
and  patients  into  four 
groups  based  on  severity 
of  illness.  When  a  liver 
becomes  available,  it  is 


Don't  Get  Sick 
in  Boston 


Average  time  the  most 
critically  ill  patients  wait 
for  a  liver,  in  days 


A  TRANSPLANT  IN  CHICAGO 

Under  the  current  system, 
those  most  in  need  don't 
necessarily  get  called  first 

Although  only  a  few  hundred 
of  the  7,000  patients  waiting 
for  livers  are  affected,  the 
change  sparked  plenty  of 
protest.  In  what  amounts  to 
a  life-or-death  game  of  musical 
chairs,  67  patients  on  the  liver 
waiting  list  die  every  month. 
REGIONAL  STRIFE.  Next 
month's  hearings  in  Washing- 
ton could  lead  to  far  more 
sweeping  changes.  Large 
transplant  centers  want  the 
sickest  patients  treated  first, 
regardless  of  geography.  They 
charge  that  the  regional  ap- 
proach, established  in  1989,  is 
simply  a  way  to  keep  small  centers 
in  business.  But  the  small  centers  fear 
that  big  hospitals  just  want  to  put 
them  out  of  business — and  appropriate 
their  livers. 

Meanwhile,  hospitals  lacking  livers 
struggle  to  keep  patients  alive.  Sur- 
geons are  now  cutting  precious  livers 
in  half,  to  transplant  into  an  adult  and  a 
child.  They're  even  removing  pieces  of 
livers  from  live  donors,  parents  usually, 
to  sew  into  sick  children.  "Nobody  likes 
to  cut  a  piece  of  liver  from  a  healthy  pa- 
tient," says  University  of  Miami  co-di- 
rector of  transplantation  Andreas  G. 
Tzakis.  "It's  a  short-term  solution." 

Onto  this  stage,  with  its  shifting  cast 
of  winners  and  losers,  steps  the  Clinton 
Administration.  Shalala  has  promised  to 
settle  on  an  allocation 
system  by  early  1997. 
It's  bound  to  be  a  tortu- 
ous process. 

There  is  an  easier 
remedy.  Every  year,  for 
each  of  the  5,500  fami- 


offered  first  to  the  sick-     KANSAS  12     lies  that  savs  yes  to  or 

IOWA  28 


est  patients  in  that 
region,  and  then  to 
progressively  healthier 
ones — even  if  someone 
sicker  in  another  region 
is  still  waiting. 

The  transplant  com- 
munity got  a  preview  of 
the  drama  ahead  in  mid- 
November,  when  unos 
tinkered  with  its  allocation  guidelines 
for  livers,  unos  shifted  patients  with 
acute  liver  failure  to  the  front  of  the 
line,  ahead  of  those  dying  of  chronic  liv- 
er disease,  saying  that  acute  liver-failure 
patients  live  longer  with  transplants. 
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gan  harvesters,  another 
family  says  no.  Changing 
that  proportion  could 
greatly  ease  the  supply 
problem.  Last  spring, 
Michael  Jordan  lent  his 
image  to  a  national  cam- 
paign, and  now,  organ- 
procurement  organiza- 
tions are  circulating  5 
million  donor  cards  embossed  with  the 
basketball  idol's  picture.  In  the  end, 
Clinton  may  well  opt  to  sidestep  the 
allocation  dilemma  and  line  up  behind  a 
superstar's  donor  campaign. 

By  Stephen  Baker  in  Pittsburgh 
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AGAIN 

It's  raking  in  new  business,  its 
stock  is  roaring,  and  it's  regaining 
the  respect  of  Corporate  America. 
What's  Gerstner's  secret? 


n  t's  getting  harder  to  remember  the  days  when  [BM 
H  was  regarded  as  a  national  disaster.  In  the  latest 
I  quarter  alone,  ibm  snagged  a  staggering  $11  billion  in 
I  the  lucrative  computer-services  business — winning 
H  f(  mr  out  of  five  deals  it  went  after.  A  new  mainframe 
model,  introduced  in  September,  is  sold  out  for  months. 
Sales  of  personal  computers  have  risen  25%,  and  the  com- 
pany can't  keep  up  with  demand  for  its  new  home  PC. 
Most  important,  IBM's  core  business — selling  computers 
and  all  manner  of  information  technology  to  major  corpo- 
rations— is  healthier  than  it  has  been  in  years:  These  cus- 
tomers will  spend  $58.8  billion  with  IBM  in  1996,  a  re- 
spectable 8%  jump  from  $54  billion  in  1995. 

As  investors  have  come  to  fully  understand  the  scope  of 
this  winning  streak,  they  have  aggressively  bid  up  ibm 
shares.  From  around  129  in  October,  ibm  has  been  on  an 
increasingly  rapid  rise.  In  a  nine-point  streak  on  Friday, 
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THE  WAY  IT  WAS 

Setting  off  on  a  sales  call  in 
1957.  By  the  1950s,  IBM  had 
forgotten  the  benefits  of 
human  contact.  The  old-ties 
were  gone 


Nov.  15,  it  hit  145,  a  nine-year  high.  The  following  Monday, 
it  jumped  to  149  before  settling  back  to  146%.  By  Nov.  22 
it  hit  158^,  helping  lift  the  Dow  Jones  industrial  average 
through  a  series  of  new  records.  Daniel  Mandresh,  an  an- 
alyst at  Men-ill  Lynch  &  Co.,  predicts  the  stock  could  hit 
195  by  the  end  of  next  year — 20  points  over  the  company's 
1987  high. 

Why,  it's  as  if  Wall  Street  has  found  a  new  growth 
stock  to  love.  And  in  a  way,  it  has.  The  7%-to-10%  revenue 
increase  that  analysts  expect  from  IBM  this  year  may  not 
be  much  by  the  standards  of,  say,  Microsoft  Corp.  or  Intel 
Corp.  But  the  increase  of  $5  billion  is  huge — equivalent  to 
adding  another  Dell  Computer  in  revenues. 
Factoring  in  this  new  growth  potential,  an- 
alysts say  that  the  stock,  even  now,  is  un- 
%       dervalued.  Instead  of  trading  at  10  times 
\       projected  1996  earnings  per  share,  as  it 
\      has  been — the  sort  of  multiple  associ- 
\      ated  with  a  no-growth  utility — IBM's 
\       growth  rate  and  excellent  cash 
\      flow  should  warrant  a  price-earn- 
\      ings  ratio  closer  to  that  of  oth- 
\     er  high-tech  companies.  Com- 
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paq  Computer  Corp., 
for  example,  commands 
18  times  earnings,  ibm 
is  doing  its  part,  too. 
On  Nov.  26,  the  board 
authorized  the  repur- 
chase of  $3.5  billion  in 
IBM  stock. 

Some  analysts  rea- 
son that  IBM's  p-e 
should  go  higher.  Even 
though  two  thirds  of  its 
revenue  now  comes  in 
relatively  low-margin 
segments  such  as  PCs, 
workstations,  and  ser- 
vices, ibm  is  still  one  of 
the  more  profitable 
computer  makers.  For 
the  year,  it  is  expected 
to  earn  $6  billion  on 

revenue  of  $77  billion,  according  to  Mandresh.  If  the  econ- 
omy holds,  the  outlook  is  for  more  of  the  same  for  at 
least  the  next  few  years.  Mandresh  predicts  earnings  of 
$6.5  billion  on  $83  billion  in  revenue  in  1997  and  $6.9  billion 
on  $89  billion  in  1998.  That's  why,  30  years  after  it  helped 
lead  the  1960s'  go-go  market,  ibm  is  again  an  issue  that 
money  managers  don't  want  to  miss  out  on.  "I  wish  I 
had  kept  more,"  says  fund  manager  James  Cramer  of 
Cramer  &  Co.,  who  sold  when  IBM  hit  90,  but  recently 
bought  50,000  new  shares.  "It's  a  changed  company.  The 
fundamentals  are  the  best  they've  ever  been." 

bm  has  arrived  at  this  happy  juncture  by  doing  lots  of 
things  right  since  Chairman  and  Chief  Executive  Louis  V. 
Gerstner  Jr.  took  over  3^  years  ago.  But  the  secret  to 
ibm's  success  isn't  great  technology,  cutthroat  pricing,  or 
flashy  marketing  moves.  It's  approaching  double-digit 
growth  for  the  first  time  in  almost  seven  years  for  one 
main  reason:  Under  Gerstner,  ibm  has  gone  back  to  the 
most  basic  notion  of  how  to  succeed  in  business:  talking  to 
customers,  learning  their  needs,  and  figuring  out  how  to 
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satisfy  them.  "That  sounds  simple,  but  show  me  companies 
that  are  really  good  at  it,"  says  Gerald  Ross,  a  co-founder  of 
Change  Lab  International  Inc.,  a  consultant  in  Stamford 
Conn.  "It's  easy  to  say  but  hard  to  do." 

Making  that  customer  connection,  it  turns  out,  is  Gerst- 
neris  thing.  "I  came  here  with  a  view  that  you  start  the  day 
with  customers,  that  you  start  thinking  about  a  company 
around  its  customers,  and  you  organize  around  customers," 
he  told  business  week  in  a  recent  series  of  interviews. 
That  approach,  in  part,  is  the  reason  why  IBM  is  on  such  a 
tear  in  computer  services — and  one  of  the  reasons  why 
Wall  Street  is  suddenly  so  fond  of  IBM.  For  the  first  time  in 
years,  almost  every  cylinder  in  the  massive  IBM  engine  is  fir- 
ing: new  mainframes, 
PCs,  and  minicomput- 
ers are  selling  well. 
And  IBM  has  worked 
hard  to  put  itself  in  position  to  be  the  indispensible  helper 
that  companies  need  to  put  all  those  products — and  many 
more — together  in  complex  network  setups  such  as  corporate 
intranets.  Now,  computer  services  is  IBM's  biggest  growth 
business — expected  to  skyrocket  to  $16  billion  by  the  end  of 
this  year,  up  from  $12.7  billion  in  1995  and  just  $9.7  billion 
two  years  ago.  "What  really  differentiates  IBM  is  its  ability 
to  integrate  products,  and  its  breadth,"  says  Steven 
Milunovich,  a  Morgan  Stanley  &  Co.  analyst.  "Customers  are 
trusting  IBM  again." 

DEAF  EARS.  Even  the  competition  acknowledges  the  im- 
provement— and  the  threat.  When  it  comes  to  competing 
with  IBM,  says  Richard  C.  Watts,  general  manager  of  Hewlett- 
Packard's  Computer  System  group,  "it's  a  harder  fight  than  it 
was."  And  IBM's  focus  on  the  service  end  of  the  business  is 
something  that  other  computer  makers  will  adopt,  says  Sun 
Microsystems  Inc.  Chairman  Scott  McNealy.  "Customers 
want  you  to  help  them  fix  something,"  he  says. 

Before  IBM  could  help  its  customers,  it  had  to  fix  itself. 
Gerstner,  who  arrived  in  April,  1993,  after  a  27-year  career 
in  consulting  and  management  at  McKinsey,  American 
Express,  and  rjr  Nabisco,  had  no  illusions  about  his  ex- 
pertise in  picking  technology  winners  and  losers.  But  he 
knew  a  lot  about  how  big  companies  work — and  why  some- 
times they  don't. 

One  of  IBM's  most  glaring  problems,  Gerstner  concluded, 
was  not  its  various  technology  gaffes  but  that  it  had  basical- 
ly screwed  up  relations  with  its  customers.  Once  famous  for 
blanketing  big  corporations  with  legions  of  pin-striped  mar- 
keting and  field-engineering  troops.  Big  Blue  had  become 
distant,  arrogant,  unresponsive.  In  the  1980s,  the  company 
that  had  taught  corporations  how  to  use  computers  in  the  first 
place — in  the  process  earning  entree  into  every  major  board- 
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room  in  America — changed  gears.  It  shifted  to  a  high-a 
strategy,  that  emphasized  pushing  hardware  (often  ill 
best  and  rarely  the  most  competitively  priced)  rathe i 
dealing  with  a  client's  business  problems. 

At  first,  that  strategy  paid  off.  But  by  the  early  199ij 
growth  evaporated.  Meanwhile,  the  company  squart 
what  it  had  taken  decades  to  build:  a  position  of  trua 
customers  and  the  ear  of  top  decision-makers  in  corpora 
"I  started  out  selling  to  the  corner  office,"  says  VI 
A.  Etherington,  a  32-year  sales  veteran  and  the  hf 
IBM's  industry  sales  units.  "Then,  we  stalled  to  get  mol 
the  cfo.  and  then  to  the  data  processing  executive,  I 
nally  to  the  data  center  manager."  Gerstner  saw  firA 
how  bad  things  had  gotten  shortly  after  joining.  When! 
vited  ceos  of  major  corporations  for  a  technology  bij 
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FACE  TIME 

Gerstner  meets  with 
clients  in  Atlanta. 
The  CEO  figures  that 
he  spends  40%  of  his 
time  with  customers, 
listening  to  their 
complaints  and  plans 


into  a  global  network  of  experts  in 
everything  from  banking  to  higher 
education. 

To  be  sure,  ibm  can't  get  by  on  a 
shoe  shine  and  a  smile.  It  needs  to 
continually  develop  or  acquire  the 
technology  and  the  skills  that  cus- 
tomers are  clamoring  for.  Indeed, 
the  turnaround  is  still  a  work  in 
progress.  For  example,  ibm  has  yet 
to  prove  that  it  can  consistently 
keep  up  with  ever-shortening  prod- 
uct cycles  of  the  computer  business,  particularly  in  PCs  and 
Internet-related  software.  And  for  the  growth  scenario  to  play 
out,  ibm  needs  more  than  its  recent  surge  in  service  business 
and  a  healthy  mainframe-replacement  cycle.  Among  other 
things,  it  needs  to  revive  its  flagging  $8.5  billion  mainframe 
software  trade  and  stagnant  maintenance  business,  reverse  its 
slide  in  the  potentially  lucrative  mainframe  disk-storage  area, 
and  do  better  in  fast-growing  markets  such  as  PC  servers. 

Also,  it  remains  to  be  seen  whether  Gerstner  can  really 
carry  off  his  strategic  initiatives:  the  $3.5  billion  purchase  of 
Lotus  Development  Corp.,  the  Tivoli  deal,  and  the  alliance 
with  Sun  Microsystems  to  make  Java  a  major  computing 
"platform."  Microsoft  Chairman  William  H.  Gates  III  gleefully 
notes  IBM's  dismal  track  record  with  projects  such  as  the 
PowerPC  microprocessor  (which  has  not  dented  Intel's  domi- 
nance) or  os/2,  the  personal-computer  operating  system  that 
all  but  disappeared  in  a  world  of  Windows  PCs.  Will  IBM  do 
better  with  Lotus  or  Java?  "They  have  an  absolutely  perfect 
track  record  on  software  initiatives,"  Gates  says  sarcastically. 

But  even  Gates  has  to  concede  that  IBM  does  have  mo- 
mentum. And  now  that  Big  Blue  is  on  a  winning  streak, 
that  could  lead  to  more  interest  in  its  products,  which  could 
lead  to  more  sales  and  more  earnings — and  higher  stock 
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DEADLINE  PRESSURE 


im  the  beginning,  Gerstner  set 

rebuilding  ties  to  IBM's  biggest 
ners,  laying  the  foundation  for  the 
;sful  services  strategy.  "I  want  to 
bm  back  to  its  roots,"  says  Gerst- 
e  made  it  a  point  to  get  out  of  the 

and  meet  regularly  with  cus- 
s — something  his  immediate  predecessor  John  F.  Akers 
irely  done.  By  his  reckoning,  Gerstner  still  spends  40% 
time  with  customers,  often  chatting  ceo  to  ceo,  to  leam 
i  going  on. 

listens — and  he  acts.  When  he  heard  customers  com- 
plain about  the  high  prices  of 
mainframe  software,  Gerstner 
quickly  ended  the  ongoing  debate 
within  the  company  about  soft- 
ware pricing  and  ordered  cuts  up 
to  30%.  Customers  balked  at  in- 
vesting more  in  proprietary  hard- 
ware and  software,  so  he  pushed 
for  more  industry  standards,  such 
as  Sun's  Java  programming  lan- 
guage. Corporations  were  having 
trouble  running  complex  computer 
networks,  so  ibm  bought  Tivoli 
Systems  for  $743  million  to  im- 
prove its  systems  management 
skills.  Clients  were  growing  leery 
of  spending  so  much  on  technology 
and  not  seeing  the  payoff,  ibm  set 
about  transforming  its  sales  force 


IBM  has  yet  to  prove  it 
can  consistently  handle  the  crunch  of  product 
cycles  that  grow  less  forgiving.  PCs  and  Internet 
software  are  particular  concerns 
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prices.  "There's  a  horde  mentality  in  this  industry,"  says 
Lynn  Berg,  an  analyst  with  Gartner  Group.  "Part  of  the 
reason  Microsoft  is  so  successful  is  that  people  are  afraid  of 
making  an  unpopular  choice,"  she  says. 
rap  SESSION.  Folks  used  to  say  that  about  ibm,  and  if  the 
company  can  rebuild  relations  with  customers,  they  could 
be  saying  it  again.  Which  is  why  Lou  Gerstner's  world  tour 
keeps  rolling  on.  A  typical  ceo  schmooze  trip  begins  just 
after  dawn  on  a  drizzly,  cold  October  morning.  The  54-year-old 
ceo  arrives  at  the  Westchester  County  Airport  from  his 
home  in  nearby  Greenwich,  Conn.,  and  boards  ibm's  Gulf- 
stream  iv.  At  7  a.m. — Gerstner  has  moved  up  the  depar- 
ture hour  three  times  to  make  sure  he's  not  late — the  plane 
takes  off  for  Toronto,  where  Gerstner  will  meet  with  20  top 
executives  invited  from  such  organizations  as  Rubbermaid  Inc. 
and  the  University  of  North  Carolina. 

In  Toronto,  Gerstner  chats  excitedly  about  the  Internet  and 
technology  issues  confronting  top  management,  as  his  car 
makes  the  50-minute  slog  downtown  through  rush-hour  traf- 
fic. There  is  no  entourage.  Just  Gerstner.  "The  networked 
world  offers  the  promise  that  maybe  the  information  tech- 
nology industry  will  start  to,  for  the  first  time  in  a  decade  or 
so,  address  CEO-level  issues,"  he  says.  At  The  King  George 
Hotel,  he  bounds  out  of  the  car  to  the  elevators.  In  a  con- 
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ference  room  upstairs,  the  ceos  sit  around  a  horseshoe- 
shaped  table.  Gerstner  slips  off  his  jacket  and  holds  forth  for 
the  next  90  minutes — no  slides,  no  canned  presentation,  and 
no  eye-glazing  discourse  on  technology.  He  launches  into  a 
high-level  rap  session,  a  wide-ranging  discussion  that  touches 
on  everything  from  the  quality  of  public  schools  to  the 
changes  technology  is  bringing  to  financial-services  companies. 
The  pitch  is  subtle  but  effective.  The  audience  is  left  with 

the  impression  that 
Gerstner — and  by  ex- 
tension, IBM — has  fig- 
ured out  how  the  21st 
century  high-tech  society  and  economy  will  unfold.  "He  acts  as 
a  translator  to  his  clients,"  says  Wolfgang  R.  Schmidt,  the 
chairman  and  ceo  of  Rubbermaid  who  has  come  to  Toronto 
for  a  primer  on  the  new  technology.  "He's  able  to  connect." 
"SELLING  TRUST."  IBM  isn't  the  only  company  trying  to  get 
close  to  its  customers,  especially  at  the  ceo  level.  From 
DuPont  to  Marriott  to  Hewlett-Packard,  relationship  building 
has  become  the  mantra  for  corporate  honchos.  "More  and 
more  ceos  have  become  conscious  that  they  are  the  ceo  of 
marketing.  You're  selling  trust,"  says  Philip  Kotler,  a  profes- 
sor at  Northwestern  University's  J.  L.  Kellogg  School  of 
Management.  And  that,  says  Kotler,  starts  at  the  highest 
levels  of  the  organization.  "It's  building  bridges,  not  just  be- 
tween the  salesman  and  the  purchasing  manager:  It's  ceo  to 
ceo,"  he  says. 

The  approach  is  simple,  but  it  works.  When  Gerstner  and 
his  management  team  came  calling  on  Procter  &  Gamble 
Co.  last  December,  they  got  a  warm  reception:  It  was  the  first 


A  LITTLE  SOMETHING  EXTRA  IN  THE  PAY  ENVELOPE 


As  if  being  the  head  of  Big  Blue  didn't  pay  well  enough,  Gerstner,  like 
many  other  CEOs,  is  rewarded  annually  with  shares  of  IBM.  Tfie 

value  of  Gerstner's  holdings  has  jumped  phenomenally.  Consider  that 
a  good  portion  of  the  initial  500,000  shares  he  was  given  in  1993 
has  increased  more  than  threefold  in  value. 
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time  an  IBM  ceo  had  visited  in 
decades — despite  the  fact  that  $35 
billion  p&g  is  one  of  the  best  IBM 
accounts.  Gerstner  had  run  into 
P&G  Chairman  and  ceo  John  E. 
Pepper  at  a  business  function 
where  Pepper  mentioned  that  he 
and  his  senior  managers  were 
wrestling  with  how  to  better  ex- 
ploit new  technology  such  as  the 
Internet  to  streamline  operations, 
speed  innovation,  and  reach  cus- 
tomers through  new  channels.  Within  a  few  days 
chairman  called  Pepper  to  suggest  that  he  bring  hi 
agement  team  out  to  p&g  for  a  daylong  briefing  on  the: 
of  a  new  era  of  electronic  commerce.  "It  was  a  very  pr< 
step  to  call  and  say:  'I'll  bring  my  management  team 
Pepper  says. 

The  packaged-goods  giant  is  still  working  on  its  tec] 
gy  plan.  But  ibm  is  deeply  involved — and  in  position 
computers,  network  services,  software,  and  whateve: 
nology  p&g  decides  to  buy.  "The  meeting  was  an  eye-i 
and  a  catalyst  for  the  role  information  technology  coul 
strategically,"  says  Pepper. 

When  Ameritech  Corp.  was  looking  to  farm  out  i| 
processing  operations,  Gerstner  made  a  sales  call 
Chicago-based  Baby  Bell.  He  also  phoned  Ameritech 
man  and  ceo  Richard  C.  Notebaert  several  times  befoi 
deal  was  done.  Of  all  the  companies  bidding  on  the  $! 
lion,  10-year  contract,  says  Notebaert,  "Lou  was  th 
ceo  who  was  deeply  involved.'1 
tention  paid  off.  IBM  won  the  bu; 
And  the  relationship  that  Gerstne: 
helped  the  companies  get  togetheAl 
$400  million  joint  venture  that  willfl 
help-desk  services  to  other  corpora ir 
In  a  world  turned  on  end  by  til 
temet,  these  new  relationships  coul  I 
help  ibm  seize  a  golden  opportB 
Gerstner  foresees  tremendous  gm 
potential  by  providing  customers  II 
dustries  as  far  afield  as  health  carjl 
utilities  with  the  complex  softwar^ 
terns,  and  networks  for  electronic 
meree.  Over  the  past  year,  IBM  tl 
tives  have  hatched  plans  for  everj| 
from  online  shopping  malls  to  an 
tronic  infrastructure  serving  a  cc 
tium  of  banks  (page  162). 

Whether  it's  a  network  for  a  U 
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Bill  Gates  derides  the  Lotus  and  Java  deals:  IBM  has  1 
absolutely  perfect  track  record  on  software  initiative! 


company  or  an  industrywide  effort.  IBM  is  approaching  all 
these  deals  as  a  way  to  build  ties  that  will  bring  more  busi- 
ness in  the  future.  For  example,  instead  of  cramming  its 
gear  down  the  throats  of  customers,  the  company  is  increas- 
ingly adept  at  blend- 
ing technology  from 
many  sources  to  build 
a  system.  "The  xm 
not  getting  in  the  way." 


Cover  Story 


[not  invented  here]  syndrome  is 
says  Suns  McXealy. 

While  IBM  may  sacrifice  some  short-term  hardware  and 
software  sales,  it  stands  to  reap  greater  rewards  by  creating 
a  lasting  relationship  with  a  customer.  "They  are  helping  us 
find  solutions,  whether  with  their  hardware  or  someone 
else's."  says  Robert  G. 
Miller,  chairman  and  ceo  of 
Fred  Meyer  Inc.,  a  $4  bil- 
lion retailer  in  the  Pacific 
Northwest  that  uses  IBM 
mainframes  to  keep  tabs  on 
more  than  225,000  items  in 
its  216  stores.  That  builds 
intense  customer  loyalty, 
says  Gartner's  Berg.  "IBM 
has  figured  out  how  to  po- 
sition themselves  as  a  neu- 
tral third  party."  she  says. 
"The  next  thing  you  know, 
they  are  the  infrastructure 
for  how  these  companies  do 
business.  That's  something 
that  will  bear  fruit  for 
years." 

REVENUE  RIVER.     In  the 

process,  IBM  could  be  build- 
ing up  a  nice  annuity  for 
itself.  How?  Because  the 
new  electronic-commerce 
systems  are  so  complicated 
and  the  technology  is  evolv- 
ing so  rapidly  that  cus- 
tomers are  opting  to  let  IBM  handle  all  the  details  and  pay  a 
fee  for  the  service.  That's  what  online  tenants  that  take 
space  in  World  Avenue.  IBM's  Internet  mall,  will  do,  for  ex- 
ample. Such  constant  revenue  flow  could  even  out  the  cycli- 
cal nature  of  the  hardware  business  and,  to  the  analysts, 
guarantee  future  earnings.  "The  volatility  of  earnings  is 
less."  says  Morgan  Stanley's  Milunovich.  Already,  nearly 
35%  of  IBM's  revenue  comes  as  steady  monthly  payments,  he 
estimates. 

No  chance  is  missed  to  make  better  customer  connec- 
tions, even  if  that's  not  the  apparent  agenda.  Take  the  1996 
Olympics.  IBM  spent  a  huge  $75  million  on  the  event  and  suf- 
fered a  public-relations  black  eye  when  its  network  could  not 
get  the  scores  out  to  the  media.  But  the  Games  wrere  a 
great  success  in  terms  of  flesh-pressing.  IBM  hosted  1,600  ex- 
ecutives from  client  companies  around  the  world,  including 
800  ceos.  Gerstner  was  in  a  conference  room  at  the  Ritz 
Carlton,  showing  the  ceos  how  the  huge  IBM  Olympic  net- 
work operated.  "He  was  demonstrating  various  pieces  of 
software  and  showing  us  how  to  do  different  things,"  says 
Ameritech's  Notebaert.  He  also  closed  some  business,  inking 
a  deal  with  Helmut  Werner,  ceo  of  Mercedes-Benz,  that 


had  been  in  the  works  since  the  end  of  1994.  It  r\ 
around  a  proposal  by  IBM  to  collaborate  on  efforts  tq 
the  number  of  electronic  components  in  a  car.  Fq 
cedes.  30^  of  its  parts  bill,  or  $3.3  billion  a  year,  is  elJ 
components  of  one  kind  or  another.  "It's  a  naturj 
riage."  says  Werner.  "We  know  how  to  build  cars,  s 
knows  how  to  build  systems." 

Now  that  the  orders  are  rolling  in,  don't  expect  G 
to  slow  down.  In  November  alone,  he  crisscrossed 
several  times,  hitting  four  countries  in  seven  days.  Sii 
ing  over  IBM,  he  has  logged  542  flights  in  the  cor] 
and  408.000  air  miles.  This  schedule  hasn't  done  muc' 
golf  game.  Gerstner  jokes  (he  declines  to  divulge 
icap.)  Nor  has  it  allowed  him  much  time  for  pastimes 


BASICS  101 
IBMers  attend  a 
class  on  customer 
service.  One  of  the 
company's  original 
tenets  was  that  the 
salesperson  should 
be  a  trusted  adviser 


gardening  or  fly  fishing,  all 
he  did  manage  a  day  outin 
friend's  boat  off  Nantucl 
September. 

On  the  other  hand,  wil 
stock  at  its  current  levels,! 
ner  can  look  fonvard  to  a  fa 
payday.  At  current  prices,! 
ner's  stock  options  are  wj 
cool  $80  million  (table,  paga 

Of  course,  the  ceo  sell 


sessions  can  only  do  so  I 
That's  why  Gerstner  continues  to  tinker  with  his  orgarl 
to  make  sure  that  it  has  the  right  people  in  the  right 
to  maintain  ties  with  customers  and  translate  their  r 
ments  into  products  and  services.  He  is  even  sending  i 
ecutives  back  to  school  for  a  course  in  the  basics  of  l 
and  customer  selection,  and  sometimes  he's  the  k- 
himself.  "The  art  of  management  is  about  choice,"  say. 
Financial  Officer  G.  Richard  Thoman.  who  has  been  1 
the  effort. 

The  dav-in,  dav-out  contact,  however,  still  falls 
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sales  force.  And  there,  Gerstner  has  also  made  his  mark.  To 
staff  new  marketing  units  aimed  at  particular  industries — 
such  as  insurance,  finance,  and  health — Gerstner  has  hired 
consultants  from  Booz,  Allen  &  Hamilton,  McKinsey,  Coopers 
&  Lybrand,  and  other  firms.  The  top  requirements:  intense 
knowledge  of  their  industries  and  customer  contacts  at  the 
highest  levels. 

Take  higher  education.  Sean  C.  Rush,  the  general  manag- 
er of  the  unit,  "knows 
as  much  about  run- 
ning this  institution  as 
I  do,"  says  Michael  G. 
Hooker,  chancellor  of  the  University  of  North  Carolina. 
Rush  spent  12  years  in  higher  education  as  a  consultant 
for  Coopers  &  Lybrand.  Hooker  had  avoided  using  IBM 
equipment  and  software  after  bad  experiences  with  the  com- 
pany in  the  late  1980s.  Now,  the  educator  is  listening  as  IBM 
pulls  out  all  the  stops  to  win  the  university's  business.  "One 
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of  the  things  I  bring  with  me  is  a  set  of  relationships 
er  education,"  says  Rush. 

Not  every  customer  is  dazzled  by  IBM's  new  perfc 
Jorge  Rincon  Gonzalez,  director  general  of  support 
at  Grupo  Nacional  Provincial,  one  of  Mexico's  large; 
ance  companies,  flew  to  Venice  to  attend  a  special  ir 
seminar  set  up  by  IBM.  That  was  after  Fred  J.  Amoi 
general  manager  of  IBM's  insurance-industry  marketi 
came  calling.  Rincon  says  that  he's  impressed  with  IE 
attitude  and  has  even  asked  Amoroso's  team  to  re\ 
company's  strategic  plan.  However,  he  doubts  tr 
make  any  sharp  switch  from  other  suppliers — £ 
Packard,  Electronic  Data  Systems,  and  Xerox — in 
vor.  Lou  Gerstner's  IBM,  he  says,  is  "a  big  step  forw 
that  doesn't  mean  we're  getting  married."  Maybe  not 
least  IBM  is  back  on  the  dance  card — in  corporations 
Wall  Street. 

By  Ira  Sager  in  Armonk,  N.  Y.,  with  bureau 


THE  WOOING-AND  WiRING-OF  THE  BANKS 


When  Louis  V.  Gerstner  Jr.  be- 
came chairman  of  IBM,  skepti- 
cism abounded  in  the  industry 
about  how  this  teehno-babe-in-the- 
woods  might  fare  as  head  of  the 
world's  largest  technology  company. 
Well,  it  turns  out  the  gang  can  leam 
a  lot  from  a  guy  like  Gerstner. 

Consider,  for  example,  how  his 
unfamiliarity  with  PC  software 
wound  up  putting  IBM  in  the 
middle  of  a  massive  online  bank- 
ing consortium.  Back  in  late 
1994,  Gerstner  visited  the  CEOs 
of  two  of  the  largest  banks  in 
the  U.  S.  As  he  sometimes  does, 
he  asked  the  execs  who  they 
thought  their  biggest  future  rival 
would  be.  Gerstner  says  he  fig- 
ured the  answer  would  be  Mer- 
rill Lynch  or  Fidelity  or  Ameri- 
can Express.  It  wasn't  any  of 
them.  Both  ceos  mentioned  Intu- 
it Inc.,  a  maker  of  home-finance 
software  that  had  just  agreed  to 
be  acquired  by  Microsoft  Corp. 
Gerstner  was  surprised.  "I  had 
never  heard  of  Intuit.  I  mean,  I 
had  to  fake  it  with  the  first  guy," 
he  says,  smiling. 

Gerstner  got  a  copy  of  Intuit's 
Quicken  program  and  started  playing 
around  with  it.  He  realized  that  com- 
panies such  as  Intuit  would  soon  be 
able  to  do  what  banks  should  have 
been  doing:  offer  home  banking  and 
other  financial  services  to  PC  users. 
Unless  the  banks  caught  up,  he  rea- 
soned, Microsoft  and  others  could 
easily  wedge  their  way  between  the 
banks  and  their  customers. 

Next,  Gerstner  called  Robert  M. 
Howe.  The  former  Booz,  Allen  & 
Hamilton  Inc.  partner,  hired  in  1991 


to  build  up  IBM's  consulting  business, 
heads  its  $9  billion  financial-services 
organization.  Howe  was  told  that  IBM 
had  better  start  thinking  about  what 
the  banks  needed  to  do  to  compete 
in  the  new  environment. 

Howe  and  his  people  spent  the 


STEP  INTO  THEIR  WINGTIPS 

Told  to  think  like  a  banker, 
Bob  Howe  created  an  online 
network  for  15  banks  with 
60  million  depositors 

next  18  months  working  out  a  way 
to  help  banks  provide  online  services. 
Howe  saw  a  nifty  opportunity:  IBM 
could  create  a  national  network  that 
all  the  banks  could  share.  The  banks 
could  own  the  system  jointly  with 
IBM,  split  the  costs,  and  avoid  the 


hassle  of  inventing  their  own  syi 
IBM  would  also  be  paid  a  fee  for 
transaction.  Howe  hit  the  road  t< 
drum  up  support  among  bankers 
So  did  Gerstner,  who  stayed  ii 
constant  touch  with  Howe.  "We 
ways  talked  about  the  strategy," 
says  Howe.  "Hell,  he  helped 
sell  a  number  of  the  ceos."  Ii  - 
deed,  after  getting  Howe's  ur 
on  the  case,  the  IBM  chairmar 
was  on  a  trip  with  Hugh  L.  1 
,  Coll  Jr.,  chairman  of  Nations! 
|  Corp.  Gerstner  recalls  saying 
I  "You  know,  you  guys  have  go 
I  do  something  here.  You've  go 
i  help  us."  NationsBank  becam< 
1  early  partner. 

I  SHOP  TALK.  Gerstner  reeled  ii 
g|  John  B.  McCoy,  chairman  of  I 
One  Corp.,  during  a  golf  toun 
ment  last  winter.  The  twro  we 
part  of  a  foursome,  and,  throi 
three  holes,  McCoy  recalls,  G< 
ner  kept  talking  about  this  gr 
electronic  banking  consortium 
Exasperated,  McCoy  finally  aM- 
if  they  could  just  play  some  gi 
However,  Banc  One  did  join  t 
consortium. 

On  Sept,  9,  Gerstner  and  the 
of  15  banks  with  60  million  depos 
tors — including  Banc  One,  Nation 
Bank,  and  Bank  of  America — an- 
nounced Integrion  Financial 
Network,  the  electronic-banking  (I 
sortium.  The  first  services  to  be  ( 
fered  are  scheduled  for  the  first 
quarter  of  next  year.  Meanwhile,  I 
is  creating  a  similar  nationwide  s( 
vice  for  banks  in  Brazil.  Sometimt 
it's  the  simple  questions  that  prove 
the  far-reaching  answers. 

By  Ira  Sager  in  Armonk,  M 
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Discovery  Select" 

Variable  Annuity: 
An  Easier  Way  to 
lave  for  Retirement 


11 


;  of  550,000  invested  for  20  years 
ling  8%  average  annual  returns.* 


It's  a  fact:  Most  Americans  working  today  can  plan  on  spending  two  decades 
or  more  in  retirement.  That's  a  lot  of  years  to  finance.  Which  is  why  we 
created  the  Discovery  Select  Variable  Annuity.1  It's  designed  specifically 
to  help  people  like  you  afford  the  retirement  you  have  planned. 


$233,048 

Tax-Deferred 
Investment 
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$176,303 

Tax-Deferred 
Investment 
After  Taxes 


31%  federal 
and  state 
taxes  paid 
at  the  end 
of  20  years 


jdential  Investment  Corporation.  This  exam- 
istrctive  purposes  only  and  does  not  project 
erformance  of  any  variable  annuity,  including 
ERY  SELECT  Variable  Annuity.  The  illustra- 
>t  reflect  any  applicable  deductions  for  morral- 
;nse  risk/administrotive  charges  (1 .40% 
DISCOVERY  SELECT  Variable  Annuity)  orspe- 
3  management  fees  for  the  taxable  or  the 
investment.  Had  the  chart  reflected  the 
«s  and  charges,  its  values  would  hove  been 
\  is  no  guarantee  that  you  will  receive  the 
.  Also,  withdrawals  from  the  tax-deferred 
may  be  subject  to  a  1 0%  penalty  tax  if  with- 
re  age  59'/2. 


Discovery  Select4"  Variable  Annuity 
has  the  versatility  you're  looking  for. 

The  power  of  tax  deferral.  Discovery 
Select  allows  your  assets  to  grow  tax-deferred 
until  you  withdraw  them.  With  more  of  your 
money  working,  you  can  build  wealth  faster. 

A  wide  variety  of  investment  solutions. 

An  asset  allocation  program  helps  you  choose 
among  21  investment  options  suited  to  your 
specific  goals. 

Invest  confidently.  Each  of 
Discovery  Select's  variable 
investment  options  is  man- 
aged by  Prudential  or  one 
of  six  other  well-respected 
money  managers.2 


...  ' 


S  *  -5, 


Prudential 
AIM  Advisors 
Janus 
MFS 
OpCap  Advisors 
T.  Rowe  Price 
Warburg  Pincus 


Guaranteed  protection  for  your 
beneficiaries.  With  Discovery  Select,  you  get 
a  death  benefit,  backed  by  Pruco  Life  Insurance 
Company,  that  guarantees  at  least  your  total 
payments  (minus  any  withdrawals  you  make). 

Tracking  your  assets 
is  easy.  Each  quarter, 
you  will  receive  a  compre- 
hensive, easy-to-read 
statement  showing  how  ^ 
your  investments 
performed. 

Personalized  sales  and  service.  To  find 
out  more  about  how  the  Discovery  Select 
Variable  Annuity  can  complement  your 
retirement  planning,  contact  your  Pruco 
Securities  Registered  Representative  or 
Prudential  Securities  Financial  Advisor. 

TOLL  FREE  1-800-778-6363 

http://www.prudential.com 


(©  Prudential 

Investments 


Investments5"  is  a  unit  of  Prudential  that  manages  invested  assets  on  behalf  of  its  clients.  'DISCOVERY  SELECT5™  Varioble  Annuity  is  issued  by  Pruco  Life  Insurance  Company  and  offered  through  Pruco 
.orporation,  both  subsidiaries  of  The  Prudential  Insurance  Company  of  America,  Prudential  Plaza,  Newark,  NJ  07102-3777.  'Coll  your  Pruco  Securities  Registered  Representative  or  your  Prudentiol 
inancial  Advisor  for  more  information  on  the  DISCOVERY  SELECT  Variable  Annuity,  including  prospectuses  detailing  risks,  charges  and  expenses  for  the  DISCOVERY  SELECT  Variable  Annuity  and  the 
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See  What  Happened 

When  America 
Put  Its  Foot  Down. 


n  American  drivers  put  their  foot  down,  the  Pontiac  Bonneville  responded  with  plenty  of  power  and  performance, 
s  just  one  of  the  reasons  it  took  home  the  J.D.  POWER  AND  ASSOCIATES  Award*  for  "Most  Appealing  Premium  Midsize 
This  is  based  on  a  survey  of  the  most  important  critics  of  all,  car  owners.  In  addition,  Bonneville  was  also  honored  by 
Money**  as  the  "Best  Value  In  Its  Category," and  received  Strategic  Vision's  1996  Total  Qualiti  Award™*  for  "Best 
ership  Experience"  in  its  class.  But  what  would  you  expect  from  one  of  the  world's  most  powerful  sport  sedans? 
for  yourself  why  Bonneville  is  such  a  bold  alternative  to  traditional  luxury  cars.  All  you  have  to  do  is  put  your  foot  down. 

;OIMIMEVILI_E 

PONTIAC. 

WE  ARE  DRIVING  EXCITEMENT, 


ower  and  Associates  1996  Automotive  Performance.  Execution  and  Layout  (APEAL)  StudySM  Study  based  on  a  total  of  25,492  consumer  responses  "SmartMoney,  September 
3ased  on  analysis  of  2,000+  new  cars  and  trucks  for  1997  Bonneville  competinq  in  the  full-size  class  tStrategic  Vision's  1996  Vehicle  Experience  Study™  surveyed  35,652 


Finance 


MUTUAL  FUNDS 


FIDELITY  STRUGGLES 
TO  SOAR  AGAIN 

More  cautious  investing  and  a  flock  of  new  fund  assignments  are  sparking  a  comebat 


F 


I  or  Fidelity  Investments,  1996  can't 
end  soon  enough.  Amid  one  of  the 
biggest  bull  markets  in  history, 
the  nation's  largest  mutual-fund 
company  has  turned  in  a  disappointing 
showing.  While  the  Dow  Jones  industrial 
average  has  soared  26.5%  this  year 
through  Nov.  22  and  the  Standard  & 
Poor's  500-stock  index  is  up  21.6%,  Fi- 
delity's U.  S.  diversified  equity  funds 
could  only  muster  an  average  total  re- 
turn of  17.4%  (appreciation  plus  re- 
invested dividends  and  capital  gains). 
And  where  it  really  counts,  this  year's 
performance  leaves  Fidelity 
tied  for  seventh  place  among 
the  10  largest  equity-fund 
companies  (page  168).  "No 
question  about  it,  it's  been 
a  difficult  year  for  us,"  says 
William  J.  Hayes,  who  over- 
sees Fidelity's  equity  funds. 

Fortunately  for  Fidelity's 
11  million  customers,  the 
company's  prospects  for  1997 
are  considerably  brighter. 
After  subpar  performance  in 
1995  and  early  1996,  man- 
agement implemented  the 
most  sweeping  reorganiza- 
tion in  the  firm's  50-year  his- 
tory by  reassigning  man- 
agers of  34  funds.  Some 
Fidelity  managers  came  un- 
der heavy  criticism  for  mak- 
ing large  bets  that  went 
sour  and  for  veering  from 
their  fund's  intended  invest- 
ment strategy.  In  June,  Fi- 
delity's top  manager,  Jeffrey 
N.  Vinik,  resigned  as  head 
of  the  Fidelity  Magellan 
Fund,  following  months  of 
complaints  about  his  big-bet 
investment  style,  especially 
his  huge  bet  on  bonds. 
BIG  DENT.  For  the  most  part, 
the  changes  are  working, 
with  improved  returns  in 
many  of  the  leading  funds 
(table).  David  O'Leary,  a  for- 
mer Fidelity  employee  who 


tracks  the  firm  at  Alpha  Equity  Re- 
search in  New  Hampshire,  is  impressed 
with  its  progress.  "There's  an  excellent 
chance  Fidelity  will  be  back  to  their  old 
ways  next  year,"  says  O'Leary. 

Fidelity  had  better  hope  so.  The  dis- 
appointing performance  of  the  past  year 
and  the  controversies  over  investment 
strategy  put  a  significant  dent  in  the 
company's  torrid  growth.  Fidelity  at- 
tracted more  than  20%  of  all  cash  flow- 
ing into  mutual  funds  in  1995,  but  the 
pace  has  slowed  to  a  fraction  of  last 
year's  rate.  In  fact,  Vanguard  Group, 


Fidelity's  archrival,  pulled  ahead 
delity  this  year  in  the  asset-gat 
sweepstakes.  Vanguard,  a  distant > 
in  1995,  took  in  $27.8  billion  in  ne* 
(through  Oct.  31)  compared  with 
ty's  $26.5  billion.  Fidelity  still 
far  and  away  the  largest  fund  coil 
with  $437  billion  in  fund  assets,  ui 
$373.1  billion  at  the  end  of  1995.  ' 

One  reason  for  that  slippage 
sharp  downturn  in  the  growth 
Fidelity's  401(k)  business.  So  foi 
year,  assets  have  climbed  only  lfij 
a  47%  gain  for  all  of  1995.  Cril 


1  1 

ijl 

Tfi 

EE 

[il 

LAWRENCE 
GREENBERG 

Fidelity 
Growth 
Company 

Whiz  on  small- 
growth  stocks, 
he's  off  to  a 
sluggish  start 


HARRY 

LANGE 

Fidelity 

Capital 

Appreciation 

Moved  away 

1  from  cyclicals 

and  into 

growth  stocks 

CHARLES 

MANGUM 

Fidelity 

OTC 

Slashed  cash 

and  made  a 

big  bet-40% 

of  the  fund-on 

technology 
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i(k)  executives  about  fund  per- 
■  and  lack  of  investment  disci- 
is  a  key  factor  driving  last 
•eorganization.  Some  401(k)  par- 
are  avoiding  the  controversial 
fund,  and  analysts  think  Fi- 
ts been  winning  fewer  exclu- 
i  with  plan  sponsors  and  having 
the  business  with  other  fund 
s.  But  Fidelity  remains  the  na- 
gest  401(k)  provider  and  con- 
pick  up  big  customers.  Among 
r's  new  clients:  Intel,  Toyota 
id  United  Technologies. 
iONS."  Fidelity  isn't  depending 
>lio  managers  alone  to  pull  the 
out  of  the  slump.  It  has  taken 
improve  its  image  by  making 
5  beefed-up  ethics  code:  Over 
few  years,  Fidelity  has  come 
oitiny  about  aggressive  person- 
am by  some  fund  managers.  The 
>  overhauled  its  marketing  or- 
n,  promoting  institutional  ser- 
ief  Paul  Hondros,  a  former 
ihia  cop,  to  head  retail  market- 
nges  have  come  rapid  fire.  A 
of  high-level  staffers  switched 
resigned.  The  company  also 
an  ad  campaign  offering  "10 
why  investors  should  buv  Fi- 


Most  New  Managers 
Perk  Up  Results 


FIDELITY  FUND 


TOTAL  RETURN* 
SINCE  CHANGE 


YEAR-TO- 
DATE** 


Portfolio  manager 

changed 

Apr.  1 

BLUE  CHIP  GROWTH 

14.9% 

16.9% 

ASSET  MANAGER 

11.6 

13.5 

BALANCED 

11.5 

9.5 

CAPITAL  APPRECIATION 

9.3 

14.1 

Portfolio  manager 

changed 

June  3 

MAGELLAN 

9.9% 

13.1% 

GROWTH  COMPANY 

6.6 

19.3 

TREND 

4.5 

16.2 

RETIREMENT  GROWTH 

2.3 

9.5 

*Appreciation  plus  reinvestment  of  dividends  and  capital 
gains.  "Through  Nov.  22 

DATA:  MORNINGSTAR  INC. 

delity  funds — the  10  funds  that  are  rated 
four  or  five  stars,  Morningstar  Inc.'s 
highest  ratings  for  risk-adjusted  returns. 

Noticeably  absent  from  the  "10  rea- 
sons" ad  is  Magellan.  Long  the  engine 
powering  Fidelity's  market  leadership, 
Magellan  has  been  the  focal  point  of 
the  company's  problems.  Investors  have 
withdrawn  some  $4  billion  from  the 
$53  billion  fund  this  year. 
Now,  however,  the  worst 
may  be  over. 

New  manager  Robert 
Stansky  has  been  steadily 
improving  Magellan's  per- 
formance. Since  taking  over 
on  June  3,  Stansky  has 
halved  Vinik's  $12  billion  in- 
vestment in  long-term 
bonds.  That  bond  allocation 
was  a  bet  made  by  Vinik  in 
late  1995  that  the  economy 
was  heading  into  a  reces- 
sion. When  the  economy 
strengthened  instead,  inter- 
est rates  surged  and  bond 
prices  plunged,  dragging 
down  Magellan.  "No  doubt 
about  it,  that  was  a  big  mis- 
take," admits  Hayes. 

As  he  slowly  unloaded 
bonds,  Stansky  bought  $5.3 
billion  in  tech  stocks  and 
divvied  up  the  remaining 
portfolio  into  a  well-diversi- 
fied array  of  about  540 
stocks.  His  biggest  sector 
bet  (through  Sept.  30)  was  a 
relatively  tame  $7  billion 
stake  in  energy  stocks,  far 
smaller  than  the  $20  billion 
investment  Vinik  once  had 
in  technology.  The  result: 
Stansky  trails  the  s&P  by 
3.02  percentage  points 
through  Nov.  22,  but  he's 
still  beating  65%  of  the  na- 


tion's 772  growth  funds,  according  to 
Morningstar. 

An  improvement,  to  be  sure.  But  for 
the  year,  mighty  Magellan  is  just  an 
average-performing  mutual  fund.  And 
at  yearend,  Magellan  will  have  under- 
performed  the  s&P  in  four  out  of  the 
past  five  years.  Says  Eric  M.  Kobren, 
publisher  of  Fidelity  Insight,  a  newslet- 
ter that  tracks  Fidelity  funds:  "Given 
what  [Stansky]  inherited,  he's  done  a 
great  job  bringing  it  back  to  where  it's 
supposed  to  be." 

Many  of  Fidelity's  other  funds,  which 
are  under  new  managers  as  well,  are 
also  picking  up  steam  without  making 
the  big  bets  that  got  Fidelity  into  trou- 
ble earlier.  That's  because  in  the  sweep- 
ing management  changes,  Fidelity  ex- 
ecutives reined  in  some  types  of 
risk-taking,  such  as  investing  in  emerg- 
ing markets.  Still,  executives  say  fund 
managers  have  wide  latitude  to  make 
big  industry  or  company  bets  or  buy 
bonds.  But  so  far,  managers  have  been 
playing  cautiously  and  investing  in  line 
with  their  fund  charters. 
A  QUESTION  OF  STYLE.  The  $11  billion 
Fidelity  Asset  Manager  Fund  has  made 
one  of  the  sharpest  comebacks.  The  sup- 
posedly conservative  fund,  once  heavily 
marketed  to  retirement  investors,  lost  a 
bundle  from  a  big  stake  in  emerging- 
market  debt  back  in  1994.  But  since 
Apr.  1,  a  three-man  management  team 
headed  by  Dick  Habermann  has  halved 
the  fund's  19%  stake  in  foreign  invest- 
ments and  fled  to  the  safety  of  big  U.  S. 
stocks.  Through  Nov.  22,  Asset  Manag- 
er ranks  23rd  of  77  multi-asset  global 
funds  tracked  by  Morningstar. 

Improvement  is  also  evident  in  the  $9 
billion  Fidelity  Blue  Chip  Growth  Fund, 
which  came  under  fire  for  investing  in 
midcap  stocks  instead  of  the  large  caps 
its  name  implies.  New  manager  John 
McDowell  has  gone  back  to  basics,  with 
holdings  such  as  General  Electric,  IBM, 
and  Philip  Morris,  and  has  outperformed 
60%  of  all  growth  funds  since  Apr.  1. 

It's  a  similar  story  with  Fidelity  Cap- 
ital Appreciation  Fund.  The  $1.6  billion 
fund  had  been  in  the  bottom  quartile 
in  its  category  for  the  latest  12  months, 
loaded  down  with  clunky  commodity 
and  cyclical  stocks.  But  under  the  di- 
rection of  high-tech  ace  Harry  Lange, 
the  fund  has  been  recast  and  has  out- 
performed 67%  of  its  peers. 

Still,  a  number  of  funds  that  got  new 
managers  on  June  3  are  trailing  the  s&p's 
12.89%  return  for  the  period.  The  $3  bil- 
lion Fidelity  otc  Portfolio  is  up  just 
7.57%  under  Charles  Mangum,  about  av- 
erage for  its  peers.  The  $9  billion  Fi- 
delity Growth  Company  Fund,  where 
Lawrence  Greenberg  replaced  Stansky,  is 
up  just  6.62%.  The  $4  billion  Fidelity 
Retirement  Growth  Fund  was  in  the 


Finance 


dumps  when  Fergus  Shiel  took 
over,  and  so  far  he  hasn't  made 
it  much  better.  The  fund  is  up 
just  2.27%  during  his  tenure. 
Hayes  says  he's  optimistic 


Fidelity:  Long-Term  Leader,  Short-Term  Laggard 


CUMULATIVE  AVERAGE  TOTAL  RETURN* 


he  argues,  is  stylistic.  The  mar- 
ket is  rising  on  the  strength 
of  large-cap  stocks,  while  Fi- 
delity's investment  style  and 
expertise  are  the  small  and 
midcap  companies,  which  are 
lagging.  But  Hayes  refuses  to 
chase  the  popular  big  stocks. 
"We  think  large  stocks  are 
overvalued,"  he  says. 
OVERWEIGHT?  The  problem  is 
exacerbated  by  the  growing 
popularity  of  index  funds.  As 
index  funds  attract  new  cash, 
they  invest  in  the  same  large  stocks, 
usually  those  in  the  s&p,  which  improves 
the  returns  of  the  index  and  attracts 
even  more  money.  "We're  not  saying 
when,  but  we  think  the  cycle"  is  going  to 
change,  says  Hayes,  as  it  has  always 
done  in  the  past.  And  he  says  Fidelity's 


FUND  GROUP 

10-YR. 

5-YR. 

3-YR.  YR-TO-DATE** 

FIDELITY 

315.2% 

113.9% 

53.2% 

17.4% 

PUTNAM 

313.8 

137.3 

64.0 

17.4 

FRANKLIN  TEMPLETON 

275.1 

103.4 

56.2 

19.9 

AMERICAN 

mil  *-  it  i  umi 

259.6 

93.2 

44.8 

16.9 

T.  ROWE  PRICE 

257.6 

116.1 

61.1 

20.5 

AMERICAN  EXPRESS  (IDS) 

256.7 

95.3 

49.5 

22.1 

OPPENHEIMER 

256.2 

106.6 

48.3 

19.3 

DEAN  WITTER 

255.2 

86.1 

45.8 

14.9 

VANGUARD 

252.0 

104.7 

56.4 

20.9 

MERRILL  LYNCH 

181.0 

96.9 

44.8 

19.8 

Hayes  argues  that  si! 
an  issue.  "Bonds  wol 
slowed  down  any  funJ 
ter  what  the  size,"  saJ 
Yet  Fidelity  in  the  I 


It's  no  coincidence,! 

say,  that  the  relative 
$370  million  Fidelity! 
Fund  has  been  a  ■ 
former,  with  a  379M 
through  Nov.  22.  1 
Arieh  Coll  concentrat| 


Largest  equity-fund  managers.  Averages  are  U.S.  diversified  funds;  excludes  index  funds 
'Appreciation  plus  reinvestment  of  dividends  and  capital  gains.  Multiyear  returns  through 
Oct.  31.  "Through  Nov.  22.  data  morningstar  inc. 


funds  are  well  positioned  for  that  shift. 

Of  course,  repositioning  Fidelity  is  a 
long-term  process  because  of  its  huge 
asset  base.  "Fidelity  has  made  its  living 
being  flexible,  but  their  assets  are  weigh- 
ing them  down,"  says  John  Rekenthaler, 
publisher  of  Morningstar  Mutual  Funds. 


10  holdings,  mainly  sjj 
midsize  technology  an« 
stocks.  Magellan  worn 
great  difficulty  jamml 
of  its  assets,  $17.7  bill 
those  10  stocks. 
It  remains  true  that  stock-pl 
the  key  to  Fidelity's  success.  If  I 
right  and  small  stocks  come  bal 
vor  next  year,  Fidelity  will  si 
better  in  1997  than  in  1996.  Thel 
ant  can  hardly  afford  to  do  wol 
By  Geoffrey  Smith  im 
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THE  TEXAN  WITH  A  GIFT 
FOR  THRIFTS 

Jerry  Ford  may  be  the  most  successful  banking  tycoon  around 


Gerald  J.  Ford  is  a  swee 
country  banker  from  th| 
Panhandle — the  kind  of 
can  spin  a  tall  tale  or  ch; 
out  of  the  trees.  He  seems  an 
business  partner  for  Ronald  C 
man,  the  cigar-chomping  New 
coon.  But  going  into  business  w 
(no  relation  to  the  ex-Preside 
turn  out  to  be  one  of  the  bes 
Perelman  has  made. 

For  all  his  country-boy  mar 
low  profile  Ford  may  be  the  n 
cessful  banking  entrepreneur 
The  52-year-old  Texan  has  an 
fortune  of  upwards  of  $300  mill 
the  last  two  decades  by  buying 
ing  U.  S.  banks  and  thrifts.  In 
made  many  millions  selling  most 
Gibraltar — which  was  cobbled 
from  five  failed  Texas  savings  ai 
with  financing  from  Pereh 
BankAmerica 


NO  LONE  STAR: 

Ford's  partner 
is  city  slicker 
Ron  Perelman 


But  hi 
tionwide 


The  next  yl 
made  many  mj 
lions  selling  a ; 
Southwestern 
to  Norwest  Ci 
1994  acquisition  of  Fj 
Bank  from  Ford  Mo 


could  well  be  the  most  profitablli 

s&L  deal  ever  put  together.  Fili-' 
tionwide  "is  an  absolute  blowoull' 
vels  Todd  Pitsinger,  an  analyB 
Friedman,  Billings,  Ramsey  <S» 
brokerage  in  Arlington,  Va. 

The  deal  has  been  a  bonaB 
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That  not - very-boxy  box  pictured  above  is  the  new  net wo rk 
"computer  from  Sun.  Now,  we're  not  going  to  get  into 

speeds  and  feeds  other  than  to  say  it  probably  performs  as  well 
as  -or  better  than  what's  on  your  desk  right  now.  But 
that ' s  where  all  comparisons  end  .^sie  cause  this  ,#sf oiks  ,  is 

■■trie-  computer  or  the  future, 

You'  see,   with  JayaStations  on  your  intranet,   the  bulk  of  your 
computing  power  resides  on  the  network.  Which  means  you  can 
deploy  and  manage  applications  from  one  central  location. 

We1 re  talking  unprecedented  cost  savings  per  seat,   

ease  of  administration,  built-in  security  and       JjL     .  1^H| 

global  software  compatibility.  i-JB^^h' 

independence,   there's  no  risk  to  your  I  IjSjQl^a. 

current  investment  in  hardware  mM^^/Mm^ 

or.  software.     So,  the  question  isn't  are  they 
going  to  catch  on  (over  60  percent  of  the  Fortune  1000 
companies  are  already  using  Java  technology).   It's  more  like, 
when  are  you? 

For  more  information  contact  us  at  http://www.sun.  com/,statioii  or  1-800-786-0785,  E*t.  475. 


THE  NETWORK  IS  THE  COMPUTER™ 


.  0  ]9%  Sun  Microsystems,  Inc  AH  rights  reserved.  Sun,  Surf  Microsys  ferns,  JavaStaiion,  Java,  the  Sun  Logo,  and  The  Network 
is  The  Computer  .ire  tr^tfeffiai  Its  i?i  roistered  trademarks  of  Sun  Microsystems.  Inc.  in  the  United  States  and  other  countries. 
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Perelman,  who  put  up  $230  million  in 
cash  plus  equity  remaining  from  Gibral- 
tar in  exchange  for  80%  of  the  thrift. 
He  has  already  gotten  his  cash  back 
while  keeping  his  entire  stake.  But  for 
Jerry  Ford,  who  put  up  roughly  $7  mil- 
lion in  equity  from  Gibraltar  for  the 
rest  of  First  Nationwide,  the  returns 
are  even  better. 

When  he  took  the  reins  at  the 
thrift,  based  in  Dallas  and  run 
from  San  Francisco,  it  had  been  a 
big  money  loser,  saddled  with  bad 
real  estate  loans  and  feeble  mar- 
ket share.  As  chairman  and  ceo, 


grown  to  $3.9  billion  in  assets  and  ex- 
tending to  New  Mexico,  Ford  sold  out 
to  Norwest  for  $495  million  in  stock 
and  a  seat  on  the  board  of  the  Min- 
nesota bank.  Today  his  2,274,000  shares 
are  worth  about  $110  million. 

Ford  hooked  up  with  Perelman  in 
1988  to  create  First  Gibraltar.  With  fed- 
eral regulators  desperate  to  unload  sick 

HOW  A  COUNTRY  BANKER 
MADE  THE  BIG  TIME 

1975  Ford  borrows  $1.3  million  for  a  majority 


gain  hard  on  side  issues.  He, 
the  ailing  First  Nationwide  fo 
little  more  than  book  value-fi  -  [ 
$726.5  million  in  cash  for  mos1 
thrift's  assets.  To  protect  hims 
credit  problems,  he  persuaded  F 
tor  to  keep  $1.2  billion  in  soi 
and  give  him  rights  to  sell  bad 
er  $500  million 

Once  at  First  Nationwic 
went  on  a  dealmaking  t 
centrating  operations  in 
nia  while  dumping  weak  < 
elsewhere.  Through  acqu  nil 
he  multiplied  First  Nati<  r 


he  jump-started  profits.  The  gains    ?^kAi-^Jj-Lle_X_a5_^l2^_   mortgage-servicing  portfi 


came  mainly  from  a  brilliant  se- 
ries of  deals — he  sold  branches  in 
the  East  dear  while  buying  cheap 
in  California.  The  result:  The  val- 


1988  Teams  with  Perelman  to  buy  five  bankrupt 
Texas  thrifts  to  form  First  Gibraltar. 

1993  Sells  most  of  First  Gibraltar  to  BankAmeri- 


fold,  to  $45  billion,  one  o&.... 
dustry's  largest  servicing  h1  \ 
tions.  His  managers  mi 
thrift  one  of  the  leanes 


s 


ue  of  Ford's  and  Perelman's  equi-    ??_„_R:iI??P^  a_t'Y?t°J^  JLaJDl_.  business  by  slashing  ne; 


ty  in  First  Nationwide  soared 
from  $353  million  in  1994  to  $771 
million  by  last  September.  Ford's 
20%  share  is  now  worth  $154  mil- 
lion. Add  in  dividends,  and  the 


1994  Acquires  First  Nationwide  Bank  from  Ford 
Motor  Co.  Deal  was  arranged  by  Jerry  Ford, 
financed  by  Perelman.  Ford  becomes  CEO, 
begins  acquiring  more  thrifts.  Ford  sells  bank 


million  in  annual  operatii 
and  eliminating  500  of  2,6| 
First  Nationwide's  daj 
operations  are  overseei] 
Texas  buddy,  President 


,      .  ,     .      properties  to  Norwest  Corp.  for  $495  million,  ,,, , ,  „    ,r     i  • 

two  partners  have  increased  theu-   "   Webb.  Fords  role  is  chie 


money  many  times  over. 

Now,  Jerry  Ford  is  upping  the 
ante.  In  July,  he  inked  his  biggest 
deal,  agreeing  to  buy  $14  billion- 
asset  Cal  Fed  Bancorp  for  $1.2 
billion.  The  merger,  closing  early 
next  year,  will  catapult  First  Na- 
tionwide to  $30  billion  in  assets, 
making  it  the  U.  S.'s  fourth-largest 
s&L.  The  thrift  will  adopt  Los  An- 
geles-based Cal  Fed's  name  and 
have  235  branches,  almost  all  in 
the  Golden  State.  "We've  creat- 
ed a  real  California  franchise," 
Ford  boasts.  Combining  overlap- 
ping operations  will  let  him  slash 
about  a  third  of  the  overhead  of 
the  two  thrifts,  further  boosting 
profits.  If,  as  expected,  he  and 
Perelman  sell  First  Nationwide 
sometime  in  the  next  five  years, 
their  profits  could  multiply  again. 
NO  BLUSTER.  Like  his  New  York 
partner,  Ford  has  gotten  rich 
through  the  energetic  use  of  oth- 
er people's  money.  But  he  doesn't  fit 
the  image  of  the  blustering  takeover 
artist.  "He's  soft-spoken  and  channing, 
even  when  he  gets  angry,"  says  San 
Francisco  investment  banker  Peter  Per- 
acca.  A  Dallas  lawyer  in  1975,  Ford 
turned    dealmaker    by  borrowing 
$1,272,000  to  buy  a  majority  stake  in  a 
little  bank  in  Post,  Tex.  "One  day  I 
couldn't  spell  bank,  and  the  next  day,  I 
was  the  president  of  one,"  Ford  jokes. 
He  kept  on  borrowing  money  and  buy- 
ing banks. 

In  1994,  with  his  empire  having 


JULY,  1996  Ford  agrees  to  buy  Cal  Fed  Bancorp 
for  $1.2  billion,  creating  235-branch  colossus. 


HOW  FORD  AND  PERELMAN 
SCORED  AT  FIRST  NATIONWIDE 

LEVERAGE 

Of  $726.5  million  price  tag,  Ford  and  Perelman  put 
up  only  $230  million  in  cash  and  $115  million 
from  existing  operations.  The  rest  was  borrowed. 

TAX  BENEFITS 

Got  $133  million  in  tax  benefits  by  using  net  op- 
erating losses  from  previous  operations. 

DEALMAKING 

Ford  and  Perelman  have  consistently  gotten  high- 
er prices  on  branch  sales  than  they  have  paid  for 
acquisitions. 

OPERATIONS 

Slashed  annual  expenses  by  $50  million  while 
boosting  mortgage-servicing  income. 

DATA:  BUSINESS  WEEK 

s&ls,  the  two  negotiated  a  sweet  deal 
that  guaranteed  tax-free  profits  and  pro- 
tection from  losses  on  the  busted  thrifts' 
bad  loans.  Perelman  put  up  $160  million, 
while  Ford  paid  $2.5  million  and  agreed 
to  serve  as  manager  in  exchange  for  a 
6.25%  stake.  The  venture  not  only 
boosted  Ford's  and  Perelman's  initial 
investment  five  times  but  supplied  $2.7 
billion  in  tax  benefits  that  the  partners 
are  still  using. 

It's  the  1994  deal  to  buy  First  Na- 
tionwide, though,  that  best  shows  the 
Ford  touch:  Get  a  good  price,  and  bar- 


I 


gist  and  lead  negotiator 
sitions.  If  there  is  any 
of  Ford  and  his  team,  v 
their  operating  skills  ariH 
acute  as  their  dealmaking  ie 
point  Ford  and  Webb  ho>l 
pute.  First  Nationwide's  ill! 
ing  isn't  distinguished,  ;d 
mortgage  originations  ar4 
gish.  While  Ford  has  W 
boosted  First  Nationwid(  « 
ciency,  some  employees  sk| 
vately  that  the  cuts  are  ta 
PAYDIRT.  Still,  last  year,  t 
full  year  under  Ford,  Fir 
tionwide  earned  $211  millk 
during  a  sensational  32.4% 
on  equity.  In  the  first  nine 
of  this  year,  the  thrift  ne 
astronomical  $618  million, 
ing  $77  million  in  tax  bene 
a  $363  million  gain  on 
sales.  Says  Ford  flatly: 
transaction  is  going  to  tu 
better  than  Gibraltar." 
His  biggest  test  as  a  dealmak 
undoubtedly  come  when  he  tries 
First  Nationwide.  Ford  is  coy  ab 
plans.  But  tax  benefits  and  brancs* 
are  running  out  as  a  profit  sourct 
has  consistently  said  he  would  c< 
a  sale  "if  there  were  a  better 
Out-of-state  banks  that  want 
sumer  franchise  in  the  Golden  St; 
NationsBank  or  even  Ford's  ow 
west — may  find  the  road  to  Caij 
passes  through  Dallas. 

By  Sam  Zue, 
in  San  F\ 
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ness  Week  Symposium  of  Chief  Executive  Officers:  Where  The  Elite...  Left  to  right,  from  top  row:  U.S.  Senator 
iin,  U.S.  Secretary  of  Labor  Robert  Reich;  Rep.  Newt  Gingrich,  Speaker.  U.S.  House  of  Representatives;  U.S.  Senator 
berman;  Rep.  Bill  Archer,  Chairman,  House  Ways  and  Means  Committee;  Gary  Wendt,  chairman  and  CEO,  GE  Capital 
xi;  George  Will  author  and  columnist;  U.S.  Senator  Kay  Bailey  Hutchison;  Jerry  Jasinowski,  president,  National  Association  of 
-ers;  Ambassador  Richard  C.  Holbrooke,  vice-chairman,  CS  First  Boston,  former  U.S.  Assistant  Secretary  of  State;  Chief  Negotiator, 
j.  Senator  John  Breaux;  Bernard  Schwartz,  chairman  and  chief  executive  officer,  Loral  Space  &  Communications;  Alan  Blinder 
Rentschler  Memorial  Professor  of  Economics,  Princeton  University  and  former  Vice  Chairman.  Federal  Reserve  Board 


T  Washington,  D.C.,  destroyer 

|  I  of  reputations,  logged  an  unex- 

\j    pected  conquest  at  The  1996 

f      Business  Week  Symposium  of 
Executive  Officers.  The  shattered  public- 
's diat  of  Alexander,  the  Greek  con- 
revered  as  the  greatest  strategist  of  all 
Uexander  ruled  the  largest  area  ever 
>y  a  single  individual,"  noted  Bain  &: 
ny  director  Chris  Zook,  head  of  the 
dobal  strategy  practice.  "Alexander 

armies  conquered  4,000  miles  on 
four  years,  winning  every  battle.  But 
ars  after  Alexander  died,  nothing 
ed  of  his  achievement.  Alexander's 

was  not  sustainable.  He  was  there- 
)t  'Great."' 

CEOs,  sustainable  growth  is  the  top 
1  But  few  corporate  leaders  achieve 
success.  "Of  large  firms,  30%-40%  may 
rates  double  the  GNP  in  a  single  year, 
y  8%  do  so  over  eight  years,"  says  Zook, 
lain  8c  Company  research.  "And  of  these, 
If  earn  less  than  their  cost  of  capital." 
o,  then,  are  the  real  growth  champions? 


Who  Grows,  and  How 

Leading  a  "Winners'  Circle"  brainstorming 
among  top  growth-champion  CEOs,  Heidrick 
8c  Struggles  vice-chairman  John  T.  Thompson 
observed  that  "our  standard  ol  growth  lias  been 
set  by  the  PC  industry:  Zero  to  $100  billion. 
1980-1990.  And  now  come  the  Internet  stars: 
Nowhere  to  $20  billion  in  two  years.  The 
performance  of  these  firms  has  raised  investor 
expectations  across  the  board  and  around  the 
world,"  says  Thompson. 

But  while  the  IT  business  takes  the  short- 
term  growth  cake,  research  on  the  full  range 
of  industries  reveals  that  it  is  not  the  high- 
profile,  high-technology  start-ups,  but  rather 
the  old,  slow-growth  industries  of  yesterday 
that  offer  the  best  potential  for  high,  steady, 
long-term  growth.  Industries  like  shoes,  toys, 
tires,  auto  repair,  paint  stores,  and  pest  control. 
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"Investor 
expectations 
have  been 
raised  across 
the  board." 

John  T.  Thompson 

vice-chairman 
Heidrick  &  Struggles 


"Don't  overlook 
the  growth 
potential  in  your 
existing  core 
businesses." 

Chris  Zook 

director,  worldwide 
strategy  practice, 
Bain  &  Company 


"Ohio  recognizes 
that  the  private 
sector  drives 
growth." 

Donald  E.Jake  way 

director,  the  Ohio 
Department  of 
Development 


Bain  8c  Company's  research  shows  80%-85% 
of  the  true  growth  champions  are  companies 
that  simply  get  smarter  in  areas  like  distribution 
and  customer  loyalty.  Companies  that  learn 


The  Growth  Policy  Battle 
Goes  On,  and  On,  and  On... 


How  fast  can  the  American  economy  grow? 
No  one  knows.  But  there  were  strong  opinions 
at  The  1996  Business  Week  Symposium  of 
Chief  Executive  Officers. 


"3% 


growth  without  inflation  is  possible 
because  globalization  and  competitive 


labor  markets  prevent  price  rises.  New  technologies 
and  improvement  of  productivity  in  manufacturing 
mean  additional  potential  for  growth  even  without 
restructuring  the  tax  system." 

-Jerry  jasinowski.  President, 
National  Association  of  Manufacturers 

"The  tax  code  can  be  a  massive  help.  Abolish 
the  income  tax  and  replace  it  with  a  tax  on  sales. 
Eighty  percent  of  corporations  in  Europe  and 
Japan  say  they  would  build  factories  in  the  U.S. 
if  we  did  that." 

-Rep.  Bill  Archer  (R-TX) 

"We  must  produce  a  balanced  budget.  We  must 
make  some  tough  political  decisions  to  achieve  that." 

-Sen.  John  Breaux  (D-LA) 

"Technological  innovation  is  at  the  heart  of  eco- 
nomic growth,  and  that  demands  taking  risks.  We 
should  stimulate  innovators  by  telling  them  'if  you 
take  this  risk  and  achieve  a  breakthrough,  you  will 
become  wealthy.'  There  is  nothing  wrong  with 
that.  That  is  the  American  dream." 

-Sen.  Joseph  Lieberman  (D-CT), 
speaking  in  favor  of  a  capital  gains  tax  cut  and 
wider  use  of  stock  options. 

"The  average  projected  economic  burden  of  our 
regulatory  system  is  around  $600  billion  per  year. 
About  10%  of  GDP.  We  must  begin  to  apply  some 
form  of  cost-benefit  analysis  to  regulation." 

-Sen.  Spencer  Abraham,  (R-MI) 

"I  would  rather  spin  visionary  tales  of  how  fast 
we  could  grow.  However  I  rise  instead  to  defend 
the  conventional  wisdom,  '"v    i  q/  " 
because  I  think  it's  correct         I  /O. 

-Dr.  Alan  S.  Blinder. 
Gordon  S.  Rentschler  Memorial  Professor  of 
Economics,  Princeton  University  and  former  Vice- 
Chairman,  U.S.  Federal  Reserve  Board 


( 
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how  to  refocus  toward  the  fastest  grovtig- 
market  segments  of  the  same  core  bus'esst 
that  built  the  firm.  "The  most  common  ilw 
says  Zook,  "is  a  management  that  oveii>ok< 
the  potential  in  its  core  businesses.' 

When  management  understands  the 
goose  may  still  contain  golden  eggs,  the 
can  be  remarkable.  Servicemaster  CE( 
Carlos  Cantu  has  driven  his  amalgam  1 
mundane  services  (including  Termini* 
spectacular  growth.  "Growth  is  a  mande 
not  an  option,"  says  Cantu.  "We  constaji 
review  all  our  businesses,  so  as  our  maifei 
change,  we  change." 

The  role  of  government  in  creating  «i 
tions  for  company  growth  was  argued  inlb 
(see  The  Growth  Policy  Battle).  "The  Stal 
Ohio  considers  itself  part  of  the  supply 
for  the  companies  that  operate  on  our  s 
says  Donald  E.  Jakeway,  director  of  tl 
spectacularly  successful  Ohio  Departmei 
Development.  "This  conceptual  framewi 
central  to  our  success."  Ohio  has  been  i 
one  in  new  business  facilities  and  expani 
for  more  than  three  years.  "We  rise  or  fall 
state  depending  on  private  sector  engine 
growth.  So  The  State  of  Ohio  assumes  it 
a  business-government  partnership  with 
company.  That  means  getting  out  of  the  i 
where  we  should,  and  it  means  support  v 
we  should." 

"Ohio  is  at  the  top  of  the  charts  as  a 
business  environment,"  says  Jerry  Jasinc 
president  of  the  National  Association  of 
facturers.  "From  tax  and  regulatory  pol; 
the  quality  of  the  infrastructure,  to  how 
the  education  system  is.  That's  why  yoi 
companies  locating  there,  and  why  you 
old  Ohio  companies  making  a  comebac 
doing  exceedingly  well." 

Growth  Through. ..Intimacy? 

At  the  heart  of  every  growth  strategy  lies  | 
market.  Dr.  Eric  Johnson,  professor  of  rrj( 
ing  operations  and  information  managed 
at  The  Wharton  School  of  the  Universir 
Pennsylvania  warned  CEOs  that  they  a! 
the  edge  of  a  radical  transition  in  markei; 

"By  allowing  firms  to  contact  their  ci 
tomers  directly,"  says  Johnson,  "the  intei(< 
will  drive  many  sales  and  marketing  serv^ 
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ies  completely  out  of  business.  Many 
11  halve  their  cost  of  sales." 
termediation,  formerly  called  "cutting 
niddle  man,"  saves  money  and  brings  a 
macy  to  the  customer  relationship.  At 
,  this  has  delivered  a  twelve-fold  increase 
ae.  "Customer  intimacy  is  the  oidy  tool 
allow  a  company  to  fully  understand 
r  thinking,"  explains  Thomas  H.  Scott, 
manager,  Toshiba  Computer  Systems 
i.  "Through  intimacy  Toshiba  gains 
5  customer  insights  that  hurtle  directly 
duct  design."  Toshiba  is  developing  a 
vice  and  support  center,  the  InTouch 
to  maintain  contact  with  customers 
the  full  ownership  cycle.  "Toshiba's 
3  is  to  develop  a  relationship  of  trust  and 
ice  widi  our  customers.  This  is  central 
:owth,"  says  Scott, 
rence  C.  Russell,  president  ol  the 
don  services  group  at  computer  maker 
>rmation  services  provider,  Unisys, 
Hit  that  "much  as  no  grocery-related 
y  can  do  without  the  bar  code,  no  one 
rising  will  be  able  to  compete  without 
iderstanding  of  the  media  demograph- 
ost  as  if  it  were  an  audience  of  one. 
:n,"  says  Russell,  "new  magazine  and 
5  technologies  will  enable  alteration 
page  of  a  magazine  to  suit  the  unique 
ral  proclivities  of  specific  individual 
It's  good-bye  to  mass  marketing,  and 
to  the  personal  relationship  -  mediat- 
rilliant  new  technologies." 


John  O.  Grettenberger.  general  manager, 
Cadillac  Motor  Car  Division  says,  "Personal 
relationships  are  now  central  to  the  Cadillac 
customer  interface.  We  know  every  customer's 
likes,  dislikes,  beliefs, 
experiences,  and 
needs."  Grettenberger 
says  Cadillac  has  "con- 
sciously moved  away 
from  mass  marketing. 
Everything  is  now  root- 
ed in  a  spectacular  data- 
base of  highly  specific 
personal  owner  profiles. 
Tliis  enables  completely 
personalized  communi- 
cation, undertaken  at 
exactly  the  right  time 
for  each  customer.  The 
database  enables  us  to 
provide  the  much  high- 
er level  of  service  that 
characterizes  Cadillac." 

Significandy,  Cadillac 
has  implemented  a  high 
level  of  two-way  com- 
munication with  its 
markets  using  the  full  range  of  tools  -  including 
e-mail  and  a  powerful  website. 


CEOs:  People  Who  Need  People 

"There  is  a  lot  of  talk  today  about  delighting 
your  customer,"  says  Dr.  James  H.  Goodnight. 


"Personal 
relationships 
are  now  central 
to  the  Cadillac 
customer 
interface." 

John  O.  Grettenberger 

general  manager, 
Cadillac  Motor 
Car  Division 


.Foreign  Policy:  A  New  Relevance  To  Business 


er  2%  cr  3%,  the  potential  of  U.S.  economic  growth  pales  next  to  the  growth  available  elsewhere, 
me  M.  Hudson,  president  and  CEO  of  the  mid-sized  Milwaukee-based  adhesive  signmaker  W.H.  Brady 
A/hen  you  see  GDP  growth  two,  three,  even  ten  times  the  growth  rates  in  the  already  developed 
ies,  it  becomes  imperative  to  be  there.  Geographic  expansion  is  our  number  one  growth  strategy." 
itional  sales  are  now  44%  of  Brady's  revenues. 

Joodyear  CEO  Samir  Gibara  is  completely  committed  to  global  growth.  "In  this  world,  growth  can 
snly  from  Goodyear's  increasing  presence  in  the  emerging  markets  of  Asia,  Latin  America,  Central  and 
i  Europe,  and  the  former  Soviet  republics." 

ooke  to  CEOs:  Growth  Requires  Stability;  Get  Involved 

gthe  cold  war,  no  CEO  needed  to  be  told  why  foreign  policy  mattered  to  business,"  says  Ambassador 
i  C.  Holbrooke,  vice-chairman,  CS  First  Boston,  former  U.S.  Assistant  Secretary  of  State  and  Chief 
iator,  Bosnia.  "But  when  the  Soviet  flag  came  down  from  the  Kremlin  at  the  end  of  1 99 1 ,  there  was 
dramatic  turning  away. 

Yet  at  that  same  moment  many  of  you  were  discovering  business  globalization.  There  is  an  obvious 
nect  between  these  two  things,  which  nobody  addresses,  and  it  disturbs  me  very  greatly.  I  hope  the 
ss  community  will  show  greater  leadership  in  this  area,  bringing  the  message  to  Washington  and  to  your 
rs  in  the  U.S.  and  overseas:  American  political  and  strategic  leadership  is  vitally  important  to  a  stable 
and  to  the  business  success  of  American  companies." 


The  1996 
BusinessWeek 
Symposium  of 
Chief  Executive 
Officers 


"Customer 
intimacy  is  the 
only  tool  that 
can  allow  a 
company  to 
fully  understand 
customer 
thinking." 

Thomas  H.  Scott 

general  manager. 
Computer  Systems 
Division,  Toshiba 


"It's  good-bye  to 
mass  marketing, 
and  a  return 
to  the  personal 
relationship  - 
mediated  by 
brilliant  new 
technologies." 

Lawrence  C.  Russell 

president,  information 
services  group,  Unisys 
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"There  is  a  lot 
of  talk  about 
delighting  your 
customer.  We 
think  delight 
should  begin 
with  your 
employees." 

Dr.  James  H.  Goodnight 

president  and  CEO, 
SAS  Institute 


How'm  I  Doin' 


president  and  CEO  of  software  developer 
SAS  Institute. "We  think  you  first  have  to 
delight  your  employees  wi(h  an  environment 
that  cares  for  their  professional  and  personal 
needs,  allowing  them  to  focus  their  energies 
on  their  work.  We  address  personal  and  family 
concerns  with  on-site  centers  for  health  care, 
fitness,  and  child  care.  Employees  can  use  per- 
sonal time  to  care  for  ill  family  members,  and 
we  offer  flexible  work  schedules. 

"Our  work/family  philosophy  contributes 
to  our  low  employee  turnover  -  4%  versus  an 
industry  average  of  20%.  Even  more  impor- 
tant, SAS  Institute  is  rewarded  with  highly 
motivated  employees  who  give  100%  or  more 
to  their  jobs.  If  you  treat  employees  as  if  they 
make  a  difference  to  the  company,  they  will 
make  a  difference  to  the  company." 

"'We  have  had  to  change  our  organization 
thinking  altogether."  says  Joseph  P.  Viviano. 
president  and  COO  of  Hershey  Foods.  "Get 
rid  of  the  old  functional  silos,  discard  bloated 
and  redundant  processes,  eliminate  layers 


The  all-CEO  crowd  at  The  1996  Business  Week  Symposium  of  Chief 
Executives  reported  generally  acceptable  growth  performance  at  their 
companies.  But  there  was  wide  differentiation  on  sources  of  growth  and 
on  who,  besides  themselves,  should  get  the  credit.  In-hall  polling  system 
from  Meridia  Interactive  Systems. 


Company  Growth:  How'm  1  Doin'? 

Good  growth 

48.6% 

Only  a  little  growth 

41.9% 

Flat 

6.8% 

Off 

2.7% 

Our  #1  source  of  growth  is: 

New  products/services 

37.5% 

New  geographical  markets 

23.6% 

Reshaping  the  business  (acquisitions, 

financial  methods,  etc.) 

1 8. 1  % 

New  technology-based  techniques 

1 2.5% 

Cost-cutting 

8.3% 

Federal  Reserve  policy  has: 

Enhanced  my  company's  growth 

58.0% 

Retarded  the  growth  of  my  company 

14.5% 

Had  no  effect  on  my  company  growth 

18.8% 

Not  certain 

8.7% 

Clinton  administration  economic  policies  have: 

Enhanced  my  company's  growth 

20.9% 

Retarded  the  growth  of  my  company 

44.8% 

Had  no  effect  on  my  company  growth 

29.9% 

Not  certain 

4.5% 

Actions  of  Congress  have: 

Enhanced  my  company's  growth 

38.0% 

Retarded  the  growth  of  my  company 

16.9% 

Had  no  effect  on  my  company  growth 

45.1% 

Not  certain 

0.0% 

Polling  by  Meridia  v2 1 5)  572-5900 


of  obedient  employees  and  instill  crelji 
teamwork,  and  a  sense  of  ownership. nJ 
reward  will  be  committed,  focused,  c|atn 
employees." 

Glen  Hiner.  chairman  and  CEO  d 
Owens-Corning  concurs,  "We  are  wol 
hard  to  attract  and  retain  the  very  bea 
people.  That  is  the  only  way  to  reach! 
goals  and  stay  at  the  top  of  our  industr 

My,  How  I've  Grown 

Champions  of  company  growth  lined 
to  share  their  secrets  at  the  Business 
Symposium. 

Offering  GE's  secrets  of  endless  gnj 
GE  Capital  Corporation  CEO  Gary 
says,  "Always  think  profits,  not  growtr 
growth's  sake:  build  a  culture  of  growtj 
where  everyone  in  the  organization  thi] 
about  growth  every  day:  look  for  chani 
because  if  a  market  is  stable  it's  either 
crowded  or  you're  too  late.  Be  certain 
are  defining  your  business  correctly; 
really  hard." 

Ed  Jensen,  president  and  CEO  of 1 
International,  reported  happily  that  "1 
are  more  Visa  cards  than  all  other  carl 
brands  put  together,  over  500-million, 
this  is  growing  at  the  rate  of  20%  per ; 
But  to  maintain  this  growth  Jensen  see| 
key  tool  as  "having  a  clearly  defined  br 
that  customers  rely  on  and  trust.  Own  I 
preferred  brand,  own  the  market.  In  un 
new  digital  world  the  importance  of  brj 
loyalty  and  brand  integrity  will  grow  as 
consumers  look  for  a  seal  of  approval, ; 
authenticator.  a  guarantee  of  reliability  I 
safety.  Brands  do  all  that." 

"Technology  is  America's  tool  for 
growth,"  says  Bernard  Schwartz,  chaii! 
and  chief  executive  officer  of  Loral  Sr. 
Communicaitons.  "We  need  policies  til 
promote  technology:  education  investjj 
in  human  capital,  deployment  of  comj: 
and  new  communication  tools  at  the  el 
possible  age  in  school,  maybe  even  prej 
Most  of  all  we  need  pro-growth  policiij 
from  government,  and  the  promotion  i 
entrepreneurial  national  spirit,  a  natioi) 
acceptance  that  it's  okay  to  get  rich." 

Selected  conference  photographs  provided  by  Cecil  Brathwaimi 
of  the  Photographers  Gallery,  Washington.  D.C. 
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COMMENTARY 

By  Toddi  Gutner 


A  ONE-STOCK  401  (k)  IS  TOO  FRAGILE  A  NEST  EGG 


960,  when  the  Emporium  in 
1  Francisco  offered  workers  a 
.nee  to  salt  away  part  of  their 
l  a  retirement  plan,  gift  wrap- 
dith  Thomson  eagerly  anted  up 
'  each  paycheck.  The  plan,  she 
old,  would  invest  only  in  the 
of  parent  company  Carter 
ey  Hale  Stores  Inc.  When 
|  Hawley  filed  for  bank- 
y  five  years  ago,  the 
of  Thomson's  30-year 
igg  plummeted  from 
)0  to  $8,000.  "My 
y  is  gone,"  laments 
)-year-old  Thomson,  who 
d  in  1995. 

jension  revolution  is  sweeping 
ica.  Companies  are  cutting  de- 
benefit  plans,  under  which  the 
any  bears  responsibility  for  pro- 
l  retirement  income,  and  adopt- 
2fined-eontribution  plans,  where 
>yees  ante  up.  So  workers'  in- 
lent  savvy  largely  determines 
ze  of  their  pensions.  Yet  while 
companies  have  been  rapidly 
g  investment  options,  there  are 
nany  that  restrict  employees' 
ting  to  company  stock.  Some 
of  the  nation's  200,000  corpo- 
101(k)  plans,  including  those  of 
large  companies  as  Marsh  & 
■nnan  Cos.  and  International  Pa- 
iffer  company  shares  for  many 
;ir  workers  as  their  only  invest- 
option,  according  to  the  Em- 
e  Benefit  Research  Institute.  In 
Iditional  40,000  plans,  matching 
ibutions  are  made  only  in  com- 
stock,  so  the  employee  is  al- 
compelled  to  choose  that  option, 
i,  the  investment  must  remain 
3  company's  stock  until  the  em- 
e  reaches  age  55. 
sarly,  the  practice  skews  retire- 
portfolios  dangerously  in  the 
tion  of  a  single  stock.  That's  an 
ting  no-no  that  never  would  be 
ed  in  deftned-benefit  pension 
,  which  are  subject  to  sweeping 
ation  under  the  federal  Employ- 
etirement  Income  Security  Act. 
^  prohibits  plans  from  investing 
10%  of  assets  in  securities  and 
astate  of  the  company,  but  the 
loesn't  cover  401(k)s.  While  La- 
)ept.  rules  suggest  that  employ- 


Employers  should 
offer  at  least  three 
investing  options,  says 
the  Labor  Dept. 


ers  offer  at  least  three  investment 
choices  other  than  company  stock, 
the  guidelines  are  entirely  voluntary. 

That's  a  problem  for  workers  who 
have  no  choice.  "Employees  are  im- 
prisoned in  these  arrangements," 
says  Michael  Gordon,  an  employee- 
benefits  lawyer  in  Washington.  A 
company  doesn't  have  to  go  bank- 
rapt,  like  Carter  Hawley  Hale  did,  to 
punch  a  hole  in  a  worker's  nest  egg. 
A  dive  in  the  stock  price  or  long- 
term  underperformance  can  hurt  an 
undiversified  retirement  account,  too. 

Consider  insurer  and  investment- 
management  firm  Marsh  &  McLen- 
nan. The  10,000  employees  who  par- 
ticipate in  its  401(k)  plan  are 


permitted  to  invest  only  in  company 
stock.  Employees  can  contribute  as 
much  as  12%  of  their  income,  and 
the  company  will  match  up  to  4% 
with  additional  Marsh  &  McLennan 
shares.  Workers  can  diversify  when 
they  reach  age  55  or  when  their  age 
plus  years  of  service  equals  65. 
Those  stuck  in  the  plan  since 
1986  have  had  a  122%  total 
return,  slightly  less  than 
the  return  from  a  no-risk 
fixed-income  investment  and 
less  than  half  the  293%  of 
the  Standard  &  Poor's  500- 
stock  index.  Add  company  con- 
tributions, and  the  funds  still  un- 
derperformed  the  market  by  48%. 
"The  plan  reflects  our  philosophy  of 
broad-based  employee  ownership  of 
company  stock,"  says  employee-bene- 
fits vice-president  By  Hires. 
WHOSE  BENEFIT?  Companies  have 
good  reasons  to  insist  that  employees 
invest  in  their  stock.  Companies  can 
deduct  the  shares  they  contribute  as 
if  they  had  purchased  them  on  the 
open  market.  In  fact,  they  commonly 
contribute  shares  that  have  been  au- 
thorized but  not  issued.  So  they  get 
to  save  on  taxes  without  a  cash  ex- 
pense. Companies  also  prefer  to  have 
a  lot  of  stock  in  such  plans  because 
management  often  gets  to  vote  the 
shares,  thereby  insulating  itself 
against  takeovers.  Finally,  employees 
may  prove  more  loyal  to  the  compa- 
ny if  they  are  also  shareholders. 

Employees  should  be  given  invest- 
ment choices.  Senator  Barbara  Boxer 
(D-Calif.)  plans  to  introduce  a  bill  in 
January  that  limits  mandatory  invest- 
ments in  an  employer's  stock  to  10%  of 
a  401(k)  plan's  assets.  Employees  could 
choose  to  put  all  their  money  in  an 
employer's  stock,  but  they  could  not  be 
forced  to  do  so.  "Our  bill  extends  the 
diversification  and  conflict-of-interest 
protections  of  ERISA,"  says  Boxer. 

With  more  than  23  million  Ameri- 
cans having  pumped  $675  billion  into 
401(k)s,  these  accounts  have  become 
a  cornerstone  of  retirement  planning. 
A  proposal  along  the  lines  of  Boxer's 
makes  good  sense. 

Gutner  covers  personal  finance  for 
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HARNISCH:  Sees 
industry  sales  of 
$50  billion  in  2000 


EMC  MAY  PUT  ZIP 
IN  THE  INTERNET 

When  Bill  Harnisch  spots  a  stock 
he  likes,  he  starts  buying  until  he 
has  accumulated  a  big  stake — usually 
5%  to  10%.  Of  late,  he  has  been  going 
after  emc  (emc),  which  he  says  has 
"grossly  underperformed"  the  market 
since  1994.  The  president  of  New  York 
investment  firm 
Forstmann-Leff 
Associates,  Har- 
nisch says  emc  is 
a  key  technology 
company  that'  is 
"still  underval- 
ued," and  he  ex- 
pects the  stock  to 
double  in  6  to  12 
months. 

So  far,  his  firm 
owns  6.6  million 
shares — 2%  of  the 
stock  outstanding. 
The    price  has 

crept  up  from  26  to  29  in  recent  days. 

What's  so  alluring  about  emc?  The 
market  for  intelligent  storage-and-re- 
trieval  systems  for  information — where 
emc  is  the  dominant  world  player — is 
"exploding,"  notes  Harnisch.  emc 
makes  high-performance  storage  prod- 
ucts for  mainframe  and  midrange  com- 
puters, mainly  those  of  IBM  and  Unisys. 

From  estimated  sales  of  $4  billion 
this  year,  the  industry  is  expected  to 
balloon  to  $50  billion  by  2000,  according 
to  Harnisch  and  several  observers.  The 
demand,  explains  Harnisch,  will  come 
from  banks,  insurers,  and  other  finan- 
cial-service providers,  unum,  a  major 
disability  insurer,  now  uses  emc's  Sym- 
metrix  systems  to  support  its  entire 
information  system,  including  claims 
processing,  underwriting,  and  policy 
administration,  emc's  system,  unum 
says,  has  helped  boost  its  productivity. 
emc  has  also  been  chosen  by  Oracle,  a 
leader  in  database  software,  "as  the 
storage  solution"  for  its  new  systems. 

The  newest  customers  are  intranet- 
and  Internet-linked  companies,  in  par- 
ticular the  servers  of  Web  sites,  "emc's 
products — such  as  its  Symmetrix  3000 
open-storage  system — provide  the  so- 
lution to  the  bottleneck  that  has  slowed 
the  traffic  of  information  to  Internet 
users,"  says  Harnisch.  emc  is  complet- 
ing a  transition  into  proprietary  sys- 


tems, using  its  own  software  that  will 
customize  its  products. 

A  new'  "growth  phase"  in  emc's 
earnings  has  begun,  according  to  Har- 
nisch. In  this  fourth  quarter,  analysts 
expect  emc  to  make  49(2  a  share,  vs. 
410  a  year  ago.  For  all  of  1996,  ana- 
lysts predict  earnings  of  $1.55,  up  from 
$1.49  in  1996's.  They  expect  $1.90  next 
year. 

But  Harnisch  is  more  optimistic:  He 
believes  emc  will  earn  $2  to  $2.20  next 
year.  And  he  sees  the  stock  increasing 
at  twice  emc's  earnings  growth  rate 
of  25%,  reaching  about  50  a  share. 

UNISYS:  BAIT  FOR 
BOTTOM-FISHERS? 

If  there's  one  company  that  has  often 
I  been  rumored  as  a  takeover  target, 
it's  Unisys  (uis),  which  some  pros  dub 
"the  poor  man's  IBM."  Unlike  Big  Blue, 
however,  Unisys  has  been  a  loser  for 
some  time.  Now  at  6%  a  share,  the 
stock  is  not  far  from  its  52-week  low  of 
5% — in  part  because  of  disappointing 
revenues. 

A  maker  of  mainframe  and  work- 
station systems  and  a  provider  of  in- 
formation services  to  60,000  customers 
in  100  countries,  Unisys  has  started  to 
attract  bottom-fishers.  And  there  are 
still  investors  who  are  convinced  that 
Unisys  will  eventually  be  taken  over. 

A  New  York  investment  banker  ar- 
gues that,  on  fundamentals  alone, 
Unisys  is  a  good  buy:  "It's  a  great 
turnaround  story,  based  on  its  efforts 
to  get  back  into  the  black,"  says  this 
pro.    He  thinks 
COMEBACK        the  stock  should 
POTENTIAL        rebound  smartly 
once  earnings  re- 
vive. Although 
Unisys  will  still 
post  a  loss  this 
year,  he  sees  it 
making    50(2  a 
share  in  1997. 

Standard  & 
Poor's  analyst  Ted 
Groesbeck  ex- 
pects the  shares 
"to  stage  a  come- 
back as  Unisys 
starts  to  show 
improvement  in 
subsequent  quarters."  The  long-term 
outlook  "appears  bright,"  he  says,  with 
Unisys  returning  to  profitability  on  re- 
duced operating  costs  and  lower  inter- 
est expense. 


JUNE  5,  '96 
▲  DUII  Ah'1., 
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BETTING  ON  AVON 
DOLE.  AND  S0NA 

Avid  market  watcher  Bill  Lerjfl 
perennial  bull  on  the  Dow  J<gi 
dustrial  average,  has  been  onera 
camper.  His  Dow  picks — Philij 
ris,  Coca-Cola,  and  red-hot  ib| 
among  the  big  winners. 

But  with  the  Dow  hovering  n 
6500  after  a  hefty  27%  gain  thi 
has  LeFevre  turned  cautiour 
quite.  "There's  always  a  possibilli 
5%  to  10%  pullback  along  then 
he  says,  but  he's  forecasting 
to-7200  Dow  next  year.  As  long|i 
economy  continues  at  its  slovig 
with  inflation  and  interest  rates! 
and  no  debacle  overseas — thesf 
are  easy  targets,  he  says. 

Given  the  Dow's  runup, 
who  writes  a  newsletter, 
Morning  Market 
Memo,  at  Ehren- 
krantz  King  Nuss- 
baum  in  New 
York,  has  made  a 
switch  in  his  bets 
for  1997.  He  has 
gone  out  of  the 
Dow  30  to  hunt 
for  winners. 

This  time,  he's 
betting  on  three 
stocks  he  figures  LeFEVRE:  Frfe 
are  way  underval-  forays  beyorlffi 
ued:  Avon  Prod-  the  Dow  30  i 
ucts  (avp),  maker  w 
and  marketer  of  beauty  product; D: 
Food  (dol),  the  world's  largest  pry 
of  fresh  fruits  and  vegetables;  andSfi 
(snt),  an  integrated  oil  and  gas  co{si 
that  operates  a  natural-gas  pisfa 
serving  eight  Southeastern  state; 

LeFevre  thinks  Avon  will  bit' 
from  the  emergence  of  China,  Ebb 
Europe,  and  India.  "Avon's  pnjBe 
are  starting  to  invade  these  coipti' 
in  a  big  way,"  he  says.  LeFevre  p 
Avon,  now  55,  will  hit  70  in  199' 

Dole  should  start  to  see  itsH 
ings  rebound,  now  that  it  has  k-»i 
real  estate  business  by  spinning  ffii 
holdings,  including  resort  propjl 
LeFevre  sees  Dole,  now  at  37,  clibi 
to  more  than  50  next  year. 

Sonat,  he  says,  will  keep  uppinp 
duction  and  adding  to  reserve 
thinks  it's  a  bargain  at  53.  Sonat'soc 
on  exploration  will  benefit  froi 
Street's  rediscovery  of  energy.  " 
the  right  industry  at  the  right  j 
he  says.  His  target  for  the  stock! 
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Only  the   Best   Play   PGA  TOUR 


PGA  TOUR®  clothing  and  accessories  are  available  at  better  golf  shops,  department  and  specialty  stores. 

PGA  TOUR  LICENSED  MANUFACTURERS:  Son  Mountain  Sports,  Fownes  Golf,  PGA  TOUR  Apparel,  Wigwam  Mills,  Team  Effort,  Burton  Golf 


Social  Issues  • 


ESSAY 


EDUCATION:  MORE 
REFORM,  PLEASE 

Public  schools  in  the  U.S.  are  improving-but  far  too  slowly 


Nineteen  ninety-six  will  go  clown  as  the  year  education 
Anally  achieved  mass-market  political  appeal.  Republi- 
cans, warning  of  wholesale  failure  in  the  nation's 
schools,  called  for  radical  restructuring;  President 
Clinton  and  other  Democrats,  their  assessment  of  the  crisis 
no  less  dire,  pushed  somewhat  more  moderate  solutions.  The 
message  resonated  with  an  electorate  that  consistently 
ranked  education  as  a  top-of-mind  issue. 

Was  the  rhetoric  justified?  Are  schools 
that  bad?  By  most  measures,  yes.  A 
study  of  students  in  41  countries,  re- 
leased on  Nov.  20,  found  that  American 
eighth-graders  ranked  smack  in  the  mid- 
dle of  the  international  pack — between 
Romania  and  Bulgaria — in  math  and  sci- 
ence. The  U.  S.  is  laughably  behind 
schedule  in  meeting  the  standards  for 
graduation  rates  and  science  and  math 
prowess  specified  in  19!»0  by  the  Educa- 
tion Dept.'s  Goals  2000  task  force.  Busi- 


CHICAGO  HOPE:  Oriole  Park 
Elementary  is  a  model  for  chat 

ness  executives  complain  less  abJ 
global  rivals  or  the  price  of  raw  I 
als  than  about  the  millions  they  I 
spending  on  remedial  education  9 
hires — if  they  can  find  them. 

Amid  the  distressing  news,  thJ 
there  is  hope:  Public  schools  are  I 
better.  The  nation  was  jolted  awa 
years  ago  by  the  Education  Depni 
port,  A  Nation  at  Risk,  which  w| 
that  schools  were  producing  a  va] 
gion  of  mediocre  students.  Since  | 
produced  signs  of  slow  but  consi| 


America  needs  both 

broad  national 
standards  and  plenty 
of  flexibility  for  local 
school  districts 


education  reform  has 

progress.  National  test  scores,  especially  in  math  and 
ence,  are  up  over  the  past  decade;  more  students  are  ■ 
advanced  placement  courses;  and  the  gap  between  grcH 
tion  rates  of  blacks  and  whites  has  narrowed  dramatiM 
The  achievements  are  modest — but  remarkable,  sayjit 
educators  and  analysts,  given  schools'  resources  and  tlH 
teriorating  qualifications  of  many  students  entering  thjB 
tern.  More  than  40%  of  kids  attenfl 
urban  schools  come  from  families  II 
poverty,  according  to  the  National^ 
ter  for  Education  Statistics.  Singlifc 
ent  families,  teen  pregnancies,  anw- 
er  drug  use  all  have  created  barriflt 
learning.  City  teachers  typically  vfl 
with  larger  classes,  more  immigrajs 
with  limited  English  proficiency,  aj  j 
fewer  resources  than  their  suburb} 
counterparts.  Yet  two-thirds  of  th*itj 
kids  graduate  on  time. 
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A  Mailbox  With  Handpainted  Numbers* 

According  to  our  1996  I  lousing  Survey,  the 
desire  to  own  a  home  has  grown  more 
intense  among  Americans  over  the  past  five 
years.  And  Fannie  AAae  will  help  over 

A  Quiet  Backyard  On  Saturday  Afternoon. 

20  million  families  get  into  a  home  of  their 
own  this  decade  alone.  We're  working  to 
reduce  the  obstacles  to  homeownership.  By 
streamlining  the  loan  process,  we're  lowering 

And  A  Sidewalk  That  Connects  Close  Friends, 

the  cost  of  buying  a  home.  And  with  our 
history  of  helping  to  keep  mortgage  rates  at 
the  lowest  level  possible,  families  will  save 
money  well  into  the  future. To  find  out  more 

This  Is  A  Home,  This  Is  Our  Business* 

about  Fannie  Mae's  proven  track  record 
of  consistent  earnings  and  outstanding 
performance,  call  1-800-548-9444.  Or  you  can 
|         visit  our  home  page  at  www.fanniemae.com. 
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The  I  lonorable 
George  Bush 
Pn  %  'ident  oj  the 
United  States,  1989-1993 


a  business  environment  of  rapid  change,  the 
hip  between  the  CFO  and  key  company 
ders  is  critical  to  corporate  success.  Managing 
ders'  various  and  often  conflicting  agendas  is  an 
challenge  for  today's  CFOs.  How  can  these 
hips  be  leveraged  to  gain  a  competitive  and 
advantage? 

nd  out,  join  Business  Week  and  the  CFOs  of  the 
largest  corporations  at  this  premier  annual  event, 
iss  this  chance  to  get  the  latest  strategies  for 
directly  from  the  leaders  who  have  unlocked  the 
1  in  their  organizations. 


Presented  in  association  with: 

American  International  Group,  Inc. 
KPMG  Peat  Marwick  LLP 
Milliman  &  Robertson 
SAS  Institute  Inc. 

For  registration  information  on  the 
6th  Annual  Business  Week  Forum 
of  Chief  Financial  Officers: 

Please  call  (800)  821-1329. 

Attendance  is  limited  to  CFOs  of  leading 
national  and  worldwide  companies. 
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Social  Issues 


It's  essential  to  reach  kids  early.  That  means  expand 
preschool  programs  while  getting  parents  more  invol 


That's  encouraging.  So,  too,  is  the  commitment  the  nation 
seems  to  be  making  to  create  change.  Over  the  past  decade, 
Americans  have  witnessed  a  boom  in  educational  experimen- 
tation, from  self-directed  charter  schools  to  voucher  systems 
that  encourage  competition  for  students.  Elementary-school 
teachers  in  Caspar,  Wyo.,  for  example,  recently  won  permis- 
sion to  eliminate 
their  principal's  job 
and  spend  the  mon- 
ey on  more  teachers; 
the  school  is  run  by 
committee  now. 
Even  teachers' 
unions,  long  oppo- 
nents of  such  efforts, 
have  cautiously 
joined  the  parade. 

For  all  the  re- 
forming, though, 
there's  little  consen- 
sus on  what  works 
when  it  comes  to 
schooling  our  chil- 
dren. Only  now  are 
officials  starting  to 
rigorously  assess  the 
patchwork  of  proj- 
ects into  which 
states,  cities,  and 
school  districts  have 
variously  sunk  many 
millions  of  dollars 
over  the  past 

decade.  In  lieu  of  evidence,  "the  traditional  debate  is  one 
guy  saying,  'Charter  schools  work,'  and  another  saying,  'No 
they  don't,' "  complains  Frank  Newman,  president  of  the  Ed 
ucation  Commission  of  the  States. 

TURNAROUND.  The  evidence  will  come  from  places  such  as 
Oriole  Park  Elementary  School,  serving  a  largely  poor, 
racially  mixed  population  on  Chicago's  northwest  side.  Six 
years  ago,  Oriole  Park  was  slated  for  closure,  so  dismal 
were  its  results;  since  then,  the  school  has  moved  from 
224  out  of  472  schools  in  Chicago  to  67th,  based  on  test 
scores.  Principal  Gail  Szulc  urges  teams  of  teachers,  par- 
ents, and  social  workers  to  meet  high  standards,  providing 
preschool  and  full-day  kindergart  en,  a  full-time  tutor  in  all 
classrooms,  and  heavy  teacher  training.  She  insists:  "We  will 
not  make  any  excuse  for  poor  performance — or  take  any." 

The  nation  must  embrace  reformers  such  as  Szulc,  and  it 
must  encourage  experimentation.  "There  is  no  simple  solu- 
tion— there  are  many  roads  to  success,"  says  Commissioner 
of  Education  Statistics  Pascal  D.  Forgione.  Increasingly,  too, 
schools  will  have  to  demonstrate  better  results  to  compete 
for  government  funding  notes  Duke  University  economist 
Helen  F.  Ladd.  At  the  same  time,  there  must  be  a  national 
blueprint— some  central  oversight  to  ensure  that  schools 
adopt  best  practices  without  constantly  reinventing 
wheels.  As  schools  brace  for  the  next  decade,  here  is  a 
strategy  to  keep  reform  thriving: 

Broad  national  standards.  The  U.S.  is  the  only  industri- 


al nation  without  math  and  science  standards.  Many 
are  trying  to  establish  their  own,  with  chaotic,  if  crel 
results.  Virginia  is  writing  standards  for  fourth-  and[ 
graders  that  emphasize  grammar  and  organization;  | 
Delaware's  focus  is  on  reflection  and  reasoning.  Scierfl 
teachers  and  scientists  are  teaming  up  to  write  stantB 

then-  discipline 


encouraging  am 
disparate  flowB 
bloom,  Washim 
should  help  ei 
what  works  aft 
vide  the  infonM 
to  all  states.  ■ 
Loosen  the  A 
Tighten  standi 
hold  teachers  m 
ministrators  a& 
able.  But  allow 
districts — or,  bl 
individual  schoB 
flexibility  in  fim 
out  how  to  meM 
goals.  Charter  ■ 
— performance* 
and  legally  freM 
many  regulation 
sprouting  acrosB 
nation.  Accordm 
Joseph  Nathan  I 
University  of  am 
nesota's  Center! 
School  Change,! 
results  show  higher  parental 
faction  and  student  achievenl 
Consider,  too,  the  striking  resjt| 
a  back-to-basics  mathematics  i 
aimed  at  minority  students  i™ 
Prince  George's  County,  Md.  li 
combination  of  newly  trained* 
ers,  afterschool  tutors,  and  a  '& 
day  "Math  Academy"  for  add$ 
help  has  helped  lift  enrollment 
minority  ninth-graders  in  advjtf 
algebra'  from  53%  to  90%  sincl 
Early  intervention  and  pari 
involvement.  Carnegie  Corp.  iff 
searchers  point  to  a  direct  linb 
tween  reaching  kids  early  andid 
achievement.  So  expand  preset 
and  full-day  kindergarten  to  ti  l 
of  all  students  not  now  attenditf 
Also,  seek  imaginative  ways  tc;( 
in  parents  as  coaches.  At  the  & 
Richard  Yzaguirre  School  for  it 
cess,  a  charter  school  in  Houst1! 
barrio,  parents  are  required  to  g 
contract  to  volunteer  in  the  sch(t, 
binding  them  to  their  kids'  eduafl 
Expand  teacher  training.  A  grfl 
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SOURCE 

i's  a  source  of  energy.  A  source  of  information.  And  one  simple,  powerful  source  for  all  of  your  words  to  travel 
ugh.  BellSouth.  Now  more  than  ever,  we're  bnnging  together  every  kind  of  technology.  From  local  and  long 
Bee  service,  to  Internet  access,  wireless,  yellow  pages,  interactive  video  and  beyond.  So  you  can  pick  and 
)se  what  you  need,  when  you  need  it.  All  from  a  single  source  that  connects  you  and  your  words  in  every  way. 
luse  a  word  can  have  many  meanings.  But  11  means  nothing  until  it's  shared. 


<§>  BELLSOUTH 

It's  All  Here. 


www.bellsouth.com/vvords 


Social  Issues 


number  of  teachers  lack  either  certification  or  sufficient  time 
for  training  and  planning.  By  some  estimates,  U.  S.  schools 
spend  less  than  2%  of  their  budgets  on  training.  Spend 
more,  and  teachers  can  overcome  some  of  the  problems  kids 
bring  to  the  classroom.  "We  don't  have  to  change  the  social 
and  economic  background  of  every  parent  in  the  country  to 
have  better  schools,"  says  Michigan  State  University  Profes- 
sor William  H.  Schmidt. 

Put  it  all  together,  and  the  results  can  be  striking.  A  few 
years  ago,  the  1,200-student  Vaughn  Next  Century  Learning 
Center  in  northeast  Los  Angeles  was  being  shunned  by  stu- 
dents and  teachers.  Now,  there's  a  waiting  list  to  get  in,  at- 
tendance is  near  perfect,  and  test  scores  are  up  sharply. 


What  happened?  Vaughn  became  a  charter  schoogji 
"chief  education  officer"  Yvonne  Chan  control  over  lM 
curriculum,  even  length  of  the  school  year.  Chan  redB 
funds  from  administrative  overhead  to  teacher  trainij,; 
computers.  She  started  a  career-training  center  for  pjji 
Parents,  teachers,  and  students  alike  quickly  responds 

It's  a  powerful  lesson.  Set  high  standards  but  alio1* 
bility  in  determining  solutions.  Invest  in  teachers.  Inflv 
parents.  Hold  everyone,  including  students,  accountae. 
"We've  got  the  opportunity  to  get  out  of  the  box,"  Cm 
says.  "The  handcuffs  are  off." 

By  Richard  A.  Melcher  in  Chicago  and  Paul  Ma$u 
in  Washington 


IS  THE  NEA  GETTING  ON  THE  REFORM  TRAIN? 


s 


,ee  any  horns?"  Robert 
F.  Chase  asks.  Nope — 
'nothing  obvious,  any- 
way. Just  a  graying  former 
Danbury  (Conn.)  junior  high 
school  social-studies 
teacher — soft-spoken  and 
rather  unassuming. 

Yet  Chase  now  sits  atop  the 
National  Education  Assn.,  the 
organization  most  conserva- 
tives indict  as  the  single  great- 
est obstructor  of  education  re- 
form in  America.  Bob  Dole 
demonized  the  nea  throughout 
his  failed  Presidential  cam- 
paign: "If  education  were  a 
business,  [teachers'  unions] 
would  be  driving  it  into  bank- 
ruptcy," he  warned. 

True,  the  nea  still  backs  off 
many  changes  that  would 
threaten  the  security  of  its  2.2 
million  members.  But  it  quiet- 
ly is  opening  the  door  to  reform. 
Chase  has  no  problem,  for  example, 
with  requiring  higher  standards  for 
teachers  and  for  student  achievement. 
He  backs  school  choice — as  long  as  it 
is  limited  to  a  choice  among  public 
schools,  a  position  adopted  by  Presi- 
dent Clinton.  And  now,  the  nea  is 
spending  $1.5  million  to  plan  charter 
schools — institutions  freed  from  most 
district  and  state  rules.  Next  Septem- 
ber, the  nea  will  be  a  partner  in  char- 
tered schools  in  Atlanta,  Phoenix,  and 
four  other  cities. 

ON  BOARD.  Such  movement,  however 
tentative,  contradicts  decades  of  nea 
opposition  to  change — a  rigidity  that 
has  undermined  many  reform  efforts. 
In  fact,  the  nea  comes  late  to  the 
party:  The  much  smaller  American 
Federation  of  Teachers  has  espoused 
support  of  reform  experiments  for  a 


CHASE:  A  kinder,  gentler  teachers'  union 


decade.  The  aft  local  in  Boston,  for 
example,  last  year  co-sponsored  five 
pilot  schools  that  circumvent  many 
provisions  of  its  contract. 

So  why  is  the  more  powerful  nea 
buying  in  now?  In  part,  it  recognizes 
that  the  reform  train  was  leaving 
with  the  nea  still  on  the  platform — 
and  that  participating  in  charter 
schools  allows  it  to  help  shape  the  re- 


The  NEA's  president 

backs  school 
reform-as  long  as  the 
choice  is  limited  to 
public  schools 


suit.  What  the  union  want 
avoid,  after  all,  are  charte: 
that  completely  bypass  co 
tive  bargaining.  "I  don't  tl 
teacher  salaries  ought  to  1 
lowered  in  order  to  create 
charter  school,"  Chase  say 
"Frustrated."  Critics  saj 
such  a  shift  doesn't  amou: 
much.  "The  essential  diffe 
ence  between  the  days  gc! 
by  and  now  is  that  [the  N 
recognizes  that  people  are 
frustrated,"  says  Jeanne 
Allen,  president  of  the  W; 
ington-based  Center  for  E 
cation  Reform.  "But  [the 
doesn't  agree  with  the  va; 
majority  of  real  reforms." 
Charlene  Haar,  president 
the  Education  Policy  Inst 
tute,  says  the  nea,  while 
ing  to  appease  teachers  wl 
~  want  less  regulation,  "still  ? 
an  anticompetitive  mentality." 

Indeed,  the  nea  hasn't  abandon 
many  of  its  traditional  positions, 
pay,  for  one,  remains  anathema, 
union  won't  embrace  the  refo 
tion  of  encouraging  private  schoa 
seek  public  tuition  vouchers,  eitl 
And  in  Milwaukee,  where  nea-o; 
school  board  members  precipitate 
the  resignation  in  1995  of  reformis 
superintendent  Howard  Fuller,  the 
union  local  has  agreed  to  loosen  th 
rules  for  firing  underperforming 
teachers — but  it  is  taking  the  scho 
board  to  court  over  charter  legisla 
tion.  Still,  national  leader  Chase  ac 
knowledges  that  the  nea  must  sta 
doing  more  than  just  resist  change 
Says  Chase:  "We're  all  in  this  toge 
er."  Teachers  surely  want  a  piece  i 
the  solution — not  just  the  blame. 
By  Paul  Magnusson  in  Washin< 
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On  January  1,1997 
The  Next  Century  Begins. 


We  seem  to  be  a  little  ahead.  But  then  we  always 
have  been. 

Twentieth  Century  Mutual  Funds  and  The  Benham 
Group  are  well-known  as  forward  thinkers. 

Now  we  have  combined  our  investment  strengths 
into  something  new  and  more. 

Starting  January  1,  there  will  be  something  bigger 
and  better  than  the  both  of  us.  We  believe  it  will  put 
you  even  farther  ahead. 

American  Century.  Investing  in  your  future. 


American 
Century 


"icancentury.com 
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American  Images 


EDITED  BY  AMY  DUNKIN 


Worlds  of Adventure 
On  the  Coffee  Table 


From  mountain 
climbing  to  art 
masterpieces,  these 
books  are  a  thrill 

All  too  often,  when 
people  give  coffee- 
table  books  as  holiday 
gifts,  their  thinking  goes 
something  like  this:  Aunt 
Maude  knits,  and  we  don't 
know  what  to  get  her,  so 
let's  give  her  a  nice  picture 
book  on  knitting.  Never 
mind  that  Aunt  Maude  only 
knits  to  stave  off  boredom 


at  family  gatherings  while 
daydreaming  about  trekking 
in  Nepal. 

This  year,  there  are  all 
sorts  of  fascinating  coffee- 
table  books  that  would  even 
wake  Aunt  Maude  from  her 
knitting  stupor.  First  off, 
how  about  something  to 
stimulate  her  sense  of  ad- 
venture, say  A  History  of 
Mountain  Climbing  (Flam- 
marion,  $65)  by  French 
climber  Roger  Frison-Roche. 
It's  full  of  pictures  of  people 
who  look  as  if  they  have  just 
spent  12  days  in  an  icebox, 
as  well  as  astonishing  exam- 


ples of  the  lengths  to  which 
men  and  women  will  go  to 
find  excitement.  (The  earli- 
est entry  in  a  timeline  histo- 
ry of  climbing  is  633,  when  a 
Japanese  monk  made  the 
first  recorded  ascent  of 
Mount  Fuji.)  In  a  similar 
vein  is  Northwest  Passage 
(Aperture,  $45),  a  chronicle 
by  photographer  Robert 
Glenn  Ketchum  of  his  23-day 
journey  by  ship  from  Alaska 
to  Greenland.  The  shots  tak- 
en from  a  helicopter  of  Arc- 
tic land-  and  seascapes  are 
awesome. 

Given  the  tightfisted  tenor 


of  our  times,  I'm  alwH 
prised  by  the  high  qiH 
many  corporate  art! 
tions.  This  year's  reB 
is  American  ImagmL 
SBC  Collection  of  TiM 
Century  AmericamL 
(Abrams,  $49.50).  Th 
Antonio  Baby  Bell  hm 
marvelous  works,  ii§ 
from  paintings  by  ]V§ 
Hartley  and  Guy  P 
Bois  to  photos  by 
Stieglitz  and  Moveabl 
a  stunning  1973  paini 
Helen  Frankenthaler. 
RED,  HOT  &  BLUE.  IV 
shows  produced  som 
books,  too.  Consider, 
stance.     Degas:  I 
Impressionism  (N 
Gallery  Publications 
which  details  the  w( 
the  artist's  late  years 
hibit  through  Jan.  5,  1 
the  Ait  Institute  of  C 
The  numerous  bath 
pastel  are  wonderful,  1 
landscapes  and  a  coi 
large  portraits — notab  j 
gans   and  Degas'  fi 
owned  by  Boston  1 
manager  Scott  M. 
steal  the  show.  AnotheE 
bet  is  Corot  (The  Met 
tan  Museum  of  Art,  $ 
collection  of  the  works 
19th  century  painter  i 
Monet  called  "the  Iif 
sionists'  only  master."  oi 
was  not  only  a  masc 
landscape  painting  but  il 
velous  portraitist.  The  f 


s,ta 


Itpli 
tosta 
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PHOTOGRAPHS  BY  MONICA  STEVIfj 


)k  are  on  exhibit  at 
f|  Metropolitan  Mu- 
irt  until  Jan.  19. 
know  anyone  who's 
cals,  take  a  look  at 
&  Blue:  A  Smith- 
ilute  to  the  Ameri- 
ca! (Smithsonian  In- 
Press,  $39.95),  a 
)k  that  contains  few 
but  plenty  of  heart- 
nostalgia.  It's  out 
iction  with  a  show 
hrough  next  July  6 
National  Portrait 
l  Washington,  D.  C. 
e  a  lightweight,  but 
cker  for  the  illus- 
popular  reference 
\  out  by  dk  Publish- 
micle  of  the  World: 
Hmate  Record  of 
story  (DK,  $59.95)  is 
of  the  genre:  short, 
lews-style  "articles" 
iy  events  back  in 
y  (Dateline:  Europe, 
0,000  B.C.,  "Nean- 
are  in  the  Ascen- 
toiother  cool  one  is 


The  Look  of  the 
Century  (dk,  $39.95), 
a  study  of  20th  century  de- 
sign. If  nothing  else,  it  re- 
minds you  that  modern  hu- 
manoids  have  truly  bizarre 
tastes.  Cases  in  point:  archi- 
tect Frank  Gehry's  Little 
Beaver  laminated  cardboard 
armchair,  the  1956  Marsh- 
mallow  sofa  from  Herman 
Miller  Furniture,  and  the 
1960  Citroen  ds  sedan. 

A  more  conventional  — but 
no  less  read- 
able— look  at 
the  past  is 
The  West:  An 
Illustrated 

History  (Little  Brown,  $60). 
A  companion  to  the  PBS  TV 
series,  it  is  an  account  of  the 
nation's  westward  expansion 
with  tons  of  marvelous  peri- 
od photos.  What's  striking  is 
how  savage  this  country  was 
back  then.  The  number  of 
massacres,  hangings,  and 
feverish  deaths  by  disease  in 
this  book's  430  pages  is 
astounding.  A  more  schol- 
arly look  at  the  West  that 


Holiday  Gifts 


BOOKS 


WORTH  A  THOUSAND  WORDS 

also  has  fabu-  Immerse  yourself  in  20th  century  art  with 
lous  photos  is      American  Images,  learn  about  Jackie 
Crossing    the  Robinson,  or  review  history  with  The  West 
Frontier:  Pho- 
tographs of  the  Developing 
West,  1849  to  the  Present 
(Paper,  San  Francisco  Muse- 
um of  Modern  Art,  $29.95). 
Two  examples  are  Abraham 
Lincoln's  face  being  chiseled 
into  Mount  Rushmore  and 
men  dressed  in  suits  out  in  a 
field  armed  with  shovels  and 
sticks  repelling  a  "mouse 
invasion." 

This  also 
is  a  good 
year  for 
sports  nostal- 
gia. For  baseball  fans,  there's 
Jackie  Robinson:  An  Inti- 
mate Portrait  (Abrams, 
$29.95),  by  the  great  Brook- 
lyn Dodger's  wife,  Rachel, 
and  journalist  Lee  Daniels. 
This  is  a  moving,  insider's 
account  of  the  life  of  one  of 
the  game's  heroes  and  what 
it  was  like  for  him  to  inte- 
grate baseball.  Plenty  is  in- 
spiring, such  as  the  way 
everyone  from  black  reli- 


gious leaders  to  white  team- 
mate Pee  Wee  Reese  rallied 
to  support  the  Robinsons. 
But  a  lot  is  ugly.  "Note:  We 
have  already  got  rid  of  sev- 
eral like  you,"  says  one  of 
the  hate  letters  reproduced 
in  the  book. 

NOBLE  TIMES.  Golfers  will  en- 
joy The  Greatest  of  Them 
All:  The  Legend  of  Bobby 
Jones  (The  American  Golfer, 
$60).  It's  distinguished  by 
marvelous  historical  photo- 
graphs and  well-turned  es- 
says from  such  diverse  writ- 
ers as  Alistair  Cooke  and 
sportswriter  Dave  Anderson. 
Like  the  Robinson  book,  it's 
also  a  reminder  of  an  age 
when  athletes  stood  for 
something  nobler  than  they 
do  today.  Jones,  for  instance, 
once  lost  a  tournament  by 
marking  a  two-stroke  penal- 
ty against  himself.  His  reac- 
tion to  the  plaudits  his  hon- 
esty elicited:  "You  might  as 


Can't  find  the  perfect  book  locally?  Check  online  buying  services  such  as  www.amazon.com  or  www.bookshop.com 


Personal  Business 


well  praise  a  man  for  not 
robbing  a  bank."  For  the 
more  practically  minded 
golfer,  consider  an  advice 
book  from  the  Golf  Master 
Series,  such  as  Bunker  Play 
with  Gary  Player  or  Trou- 
bleshooting with  Seve 
Ballesteros  (Broadway  Books, 
$27.50  each). 

Looking  for  vacation 
ideas?  A  picture  book  can  be 
a  great  introduction  to  a  new 
destination.  Here  are  three 
possibilities:  Palaces  of  Flo- 
rence (Rizzoli,  $85)  is  a  good 
overview  of  the  architecture 
(and  not  incidentally  the  art) 
of  that  Italian  city.  St. 
Petersburg:  Architecture  of 
the  Tsars  (Abbeville  Press, 
$95)  does  the  same  for  the 
Russian  city.  For  an  entirely 
different  experience,  try  Cos- 
ta Rica:  The  Forests  of  Eden 
(Rizzoli,  $45),  which  reveals 
the  lushness  of  the  Central 
American  rain  forests. 
OSTRICH  FEATHERS.  I'm  not 
usually  one  for  reading  about 
the  superrich,  but  High  So- 
ciety: The  Town  &  Country 
Picture  Album  18^6-1996 
(Abrams,  $60)  is  worth  con- 
sidering just  for  its  kitsch 
value.  Check  out  Henry 
Flagler,  John  D.  Rockefeller's 
treasurer,  cruising  along  in 
a  turn-of-the-century  wicker 
carriage  with  his  fluffy  white 
dog  in  his  lap.  Or  Mrs.  and 
Mr.  (that's  the  clear  empha- 
sis in  this  photo)  Alexander 
Saunderson  breakfasting  in 
the  bedroom  of  their  Santa 
Barbara  (Calif.)  manse  paint- 
ed in  wall-and-ceiling  trompe 
l'oeil  scenes  of  Venice.  She's 
abed  in  full  makeup  and  os- 
trich feathers. 

Another  neat  how-the-rich- 
are-different-from-us  offering 
is  Bulgari  (Abbeville  Press, 
$75),  a  history  of  the  Italian 
jewelry  concern.  The  cre- 
ations Bulgari  puts  out  are 
extraordinary  in  their  own 
garish  way.  Never  mind  that 
most  of  us  couldn't  afford  a 
bijou  from  Bulgari  in  a  hun- 
dred years.  And  that  is  one 
of  the  great  beauties  of  cof- 
fee-table books:  They  are  able 
to  fuel  our  every  fantasy,  but 
at  a  price  that  many  of  us 
can  afford.     Thane  Peterson 


UUhV  ■ 


For  the  Golf Nut, 
Gadgets  and  Gizmos 


Some  can  aid  your 
swing-and  one  can 
even  hold  your  cigar 

No  other  sport  has  as 
many  gadgets  to  sink 
money  into  as  golf. 
Every  year  a  slew  of  new 
products  with  memorable 
monikers  appears:  The  Fat 
Lady  Swings  Putter,  the 
Alien  Ultimate  Wedge,  the 
Head  Freezer.  Sorting  out 
the  good  stuff  from  the  gim- 
micks can  be  exhausting  and 
expensive.  So  before  you  or- 


der the  latest  gizmo  being 
hawked  on  the  Golf  Channel, 
consider  some  of  these  gift 
suggestions  for  the  obsessed. 

First,  you  don't  have  to 
spend  a  lot  of  money  to  find 
practical  gifts  golfers  are  sure 
to  appreciate.  A  number  of 
inexpensive  items  make  great 
stocking  stuf- 
fers.  Now  that 
many  private 
golf  courses 
ban  steel-spiked  golf  shoes  to 
prevent  wear  and  tear  on  the 
greens,  why  not  buy  a  set  of 
soft-spike  replacements  for 
around  $7?  Or  if  your  fa- 


Holiday  Gifts 


Gift  ideas 
Greg  Norn 
on  One  vide 
on  Bobby  Jc 
Greatest  o 
All,  and  Bet 
The  Ho 
Mystique; 
Score  gol) 

vorite  duffe 
around  the 
with  a  stog 
between  nisi 
about  $3  at  I 
shops,  you  I 
sent  him  w| 
Gar.  The  plJ 
ar-holder  is| 
like  a  mini  s| 
It  clips  onto! 
to  keep  a  cigj 
the  grass  w| 
time  to  hit. 

Tabulatin 
many  times! 
struck  the  bal 
a  challenge  1 
the  most  hJ 
golfers.  TM 
Score  Golf  Gil 
Scoremaster,  I 
1475)  has  al 
counter  attacl 
Velcro  to  th] 
that  helps  el 
the  guesswork.  ThJ 
keeps  track  of  the  I 
hole  and  the  nunl 
strokes,  then  adds  | 
damage  at  the  end! 
round. 

backpack.  For  thcf 

who  has  more  troub<* 
ing  track  of  clubs,  CI 
($13,  Tandem  Sport,  | 
1098)  easily  clamps  (3 
base  of  any  club  so 
stands  upright.  No  m 
getting  that  9-iron 
down  in  the  fringe  be! 
went  to  putt.  Anoth 
yet  economical  gift  is 
dual  strap  ($30,  izzo 
800  28 
which 
golfers  t 
their  ba 
backpacks.  Instead  of 
all  the  weight  of  the 
one  side,  the  strap 
utes  the  weight  evenlj 
both  shoulders,  easin 
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UI1  designed  the  first  intranet 
back  when  people  thought 

intranet  was  a  ty  pO. 


I" 


The  intranet.  Everyone's  talking  about  it,  but  few  are  taking  advantage  of  it.  Whether  you're  talking  business-to-business,  or  business- 
to-consumer,  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  with  the  products,  service 
and  support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra1  servers  and  key 


partnerships,  to  the  revolutionary  Java  1  technology,  and  Solstice' 1  SunScreen  and  Solstice  FireWalH 
products.  So  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  Alter  all,  we  re  the 
experts-we  helped  invent  it.  To  learn  more,  contact  http://www.sun.com  or  1-800-786-0785,  Ext.  370. 


THE  NETWORK  IS  THE  COMPUTER' 
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One  longtime  favorite;  The  Medicus  Pro,  a  hinged  cli 

that  actually  uncouples  when  you  swing  out  of  sync 


sure  on  the  back.  The  com- 
pany also  sells  the  Cruiser,  a 
lightweight  golf  bag  with  a 
retractable  stand  and  dual 
strap  for  $160. 

Golfers  always  like  to 
know  exactly  how  far  away 
they  are  from  the  pin.  Al- 
though illegal  during  tourna- 
ment play,  binocular-like  tools 
that  measure  yardage  are 
perfect  for  practice  rounds. 
One  of  the  lower-cost  ver- 
sions is  Brookstone's  Golf 
Range  Viewer  ($13),  which 
reads  the  distance  from  the 
pin  up  to  200  yards.  Bush- 
nell's  Lytespeed  400  range 
finder  ($300)  uses  a  laser  to 
get  a  more  precise  distance 
reading  up  to  400  yards.  If 
money  isn't  a  concern,  Leica's 
Geovid  laser  range  finder, 
which  retails  for  $3,000,  can 
read  the  distance  to  the 
green  from  as  far  as  1,000 
yards. 

Golf  books  or  videos  also 
make  great  gifts.  One  new 
book  traces  the  games  of 
U.  S.  Presidents  from  William 
Howard  Taft  to  William  Jef- 
ferson Clinton.  Presidential 
Lies:  The  Illustrated  History 
of  White  House  Golf  by 
Shepherd  Campbell  and  Pe- 
ter Landau  ($24,  Macmillan) 
ranks  each  President's  game 
and  reveals  on-course  Presi- 
dential antics.  Also  new  this 
year,  The  Course  Beautiful 
by  legendary  golf  course  ar- 
chitect A.  W  Tillinghast  ($35, 
TreeWolf  Productions,  888 
580-8455).  It  is  required  read- 
ing for  anyone  interested  in 
the  design  of  championship 
courses. 

For  those  who  can't  get  to 
the  course  or  range  to  prac- 
tice, instructional  videos  are 
the  next  best  thing.  In  David 
Leadbetter's  Practice  Makes 
Perfect  ($40,  Telstar),  the 
coach  of  several  top  profes- 
sional players  teaches  view- 
ers drills.  Greg  Norman  One 
on  One  ($50,'  Visual  Edge) 


features  a  25-minute  review 
of  the  fundamentals  by  the 
popular  Australian  pro. 
That's  followed  by  20  min- 
utes of  a  personalized  swing 
analysis.  Call 
888  NORMAN 
1  or  click  onto 
www.theshark. 
com,  for  the  closest  location 
where  you  can  go  to  have 
your  swing  videotaped.  The 
tape  is  then  edited  into  a 
customized  video  that  com- 
pares your  swing  with  the 
Shark's  via  a  split  screen. 


Holiday  Gifts 


best  trouble  clubs  around. 
The  utility  wood  with  a  29 
degree  loft  gets  you  out  of 
even  the  toughest  roughs. 
Another  longtime  favorite, 
the  Medicus 
Pro  ($100),  is 
a  hinged  club 
that  actually 
uncouples  when  you  swing 
out  of  sync. 

One  swing  fault  that 
plagues  even  the  pros  is 
swaying  rather  than  rotating 
the  body.  If  you  don't  have 
a  caddie  like  Nick  Faldo  does 


Tools  to  Improve 
Your  Golfer's  Game 

BEL-TRONICS'     A  radar  gun  that  measures  club  head 
SWING  MATE       speed  and  yardage  for  up  to  10  swings 
800  828-8804      and  stores  data,  $100 

GURU  GOLF'S      A  computerized  target  that  rates  each 
PUTTING  ZONE     putt  according  to  accuracy,  speed,  and 
800  527-7395      distance,  $150 

PUTTRON  Helps  improve  your  alignment  by  using 

800  929-PUTT      an  infrared  beam  that  reflects  off  a 
mirror  attached  to  your  putter,  $130 

SOUNDADVICE'S  Electronic  sensors  in  the  grip  beep 

SMARTGRIP  AND  when  excess  muscle  tension  that  can 

SMARTCLUB  ruin  your  swing  is  detected,  $70  for 

800  515-BEEP  the  grip,  $100  for  a  7-lron,  $129  for 
a  3 -Wood 

X-SQUARED  A  collapsible  plastic  track  helps  teach 

800  637-3557  consistent  setup  and  alignment,  $50 

DATA:  BUSINESS  WEEK 


Indeed,  developing  the  per- 
fect swing  is  every  golfer's 
goal,  and  there  are  unlimit- 
ed tools  that  "guarantee"  to 
help.  Surprisingly,  the  best 
are  not  always  the  most  liigli- 
tech.  The  Matzie  Amazing 
Assist  ($60)  has  been  around 
for  years,  but  its  oddly 
shaped  grip  and  bent  shaft 
make  learning  the  proper 
wrist  action  and  release  sec- 
ond nature.  The  Original  Gin- 
ty  ($80,  800  600-1990,  access 
code  00)  is  nearly  20  years 
old  but  it  still  is  one  of  the 


who  will  hold  your  knee  in 
place  when  you  swing,  you 
may  want  to  check  out  Sway 
Guard  ($30,  Tommy  Bran- 
inger  Sports,  414  876-2528). 
The  metal  contraption,  which 
resembles  a  bookend,  hooks 
around  your  knee  to  keep 
you  in  proper  position. 
BEEPER.  For  those  willing  to 
spend  more,  countless  sophis- 
ticated electronic  devices  can 
help  you  swing  or  putt  better. 
SoundAdvice  makes  grips 
and  clubs  that  use  an  elec- 
tronic sensor  to  determine  if 


ti 


A 


you  are  holding  the 
tightly.  The  grip  bee] 
there  is  too  much  mu 
sion  in  the  body.  On 
surest  ways  to  shave 
off  your  score  is  to 
your  putting.  And 
the  biggest  fault  f 
ters  have  is  poor 
bigger  than  a  camei 
only  to  be  used  durii 
tice — PUTTron  relies 
frared  beams  to 
when    you  are 
aligned  with  the  hole 

Lately,  the  biggest 
logical  developments 
golf  clubs.  Titanium,  1: 
the  Kryptonite  of  clut 
the  rage.  Among  th 
selling  clubs  are  the 
Armour  Ti/100  irons, 
imately  $1,300  for  | 
eight.  The  huge 
heads  make  for  a 
sweet  spot  on  the  ch 
other  hot  club  right 
Taylor  Made  Golfs  Ti 
Burner  Bubble  woo* 
graphite  shaft  ($300). 

In  the  past  year,  s( 
pros  have  won  tourn 
using  putters  from  0  ;. 
Golf,  a  sister  comp 
Tommy  Armour,  that  c  * lfe 
for  the  $90  mallet  putt 
soared.  The  putters  1 
black  insert  in  the  face 
from  a  material  callec 
nomic,  which  its  maker 
leads  to  smoother  pi 
Another  popular  putt<  ,t 
Alien  Sport's  Tutch 
($140),  the  latest 
from  those  who  broug 
the  Alien  Ultimate  \\ 
($100  for  steel,  $13 
graphite).  The  oddly  s| 
wedge  has  extra  loft  ) 
large  face,  so  it's  easier) 
out  of  the  sand  or  rouj 

Who  knows  if  any 
gadgets  mentioned  hei  | 
help  your  game.  But  vsj 
many  to  choose  from  in 
price  range,  there's  ;r 
something  to  hand  1 
handicapper.     Kerry  </ 


tern 


ol 


T!PS  The  huge  titanium  heads  make  for  a  bigger  sweet  spot  on  the  golf  clubs 
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□  A  cork. 


□  A  committee. 


□  A  protest. 


□  A  first. 


A  home  air  conditioning 
/stem  that's  efficient,  chlo- 
ne-free  and  ozone-friendly. 

It's  from  Carrier.  And  it  will 
e  a  must  for  new  homes  and 
^placement  systems  as  well. 

It  looks  like  chlorine-free 
ir  conditioning  —  and  the 
'hole  climate-control  industry  —  will  grow  mightily  in  the  years  ahead.  Especially  in  the 
merging  markets  in  warmer  regions  of  the  world. 

None  of  this  is  a  surprise  to  Carrier,  which  launched  the  air  conditioning  industry  in  1915, 
nd  has  been  reinventing  it  right  down  to  this  ozone-saving  breakthrough. 

Because  today,  being  ozone-friendly  is  cool. 

I      iT3ni  ffiS  1HH 

C"\  United 
0  Technologies 

Carrier    Pratt  &  Whitney    Sikorsky    Hamilton  Standard    UT  Automotive 
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The  Magic  of  Science 
-on  CD-ROM 


Hands-on  projects 
and  experiments 
even  grab  adults 

I wasn't  the  sort  of  kid 
who  liked  to  take  things 
apart  and  put  them  back 
together  again,  and  as  an 
adult,  I've  long  battled — and 
been  defeated  by — even  the 
simplest  of  machines.  So  it 
filled  me  with  childlike  de- 
light when  I  managed  to 
build  a  digital  "workbench" 
complete  with  84  springs  and 
three  computer  chips.  Then,  I 
tested  a  circuit  and  finally 
produced  a  sequence  of  flash- 
ing red  lights — just  as  Digi- 
tal Lab  software  promises. 

The  program  that  guided 
me  through  this  is  one  of  a 
handful  of  new  cd-roms  avail- 
able for  gift-giving  this  holi- 
day season  that  tries  to  make 
science  enticing  to  kids — and 
adults  who'd  like  to  brush  up 
on  certain  topics.  Too  often, 
science  instruction  focuses  on 
the  acquisition  of  facts  and 
names  and  in  the  process 
dulls  interest  in  what  is  in- 
herently an  exciting  disci- 
pline. Hands-on  activities,  ex- 
periments that  teach  scientific 
inquiry,  and  learning  about 
great  scientists  all  go  a  long 
way  toward  enlivening  the 
subject.  Each  of  these  pro- 
grams tries  to  do  just  that. 

Digital  Lab 
from  Philips 
Media  ($45; 
ages  8  and  up), 
which  teaches  the  principles 
of  digital  technology,  is  the 
most  ambitious.  The  pro- 
gram's unusual  feature  is  a 
small,  textbook-size  card- 
board workbench  that  can  be 
constructed  in  an  hour  or 
so — most  likely  by  an  adult, 
since  it  takes  patience,  dex- 


Holiday  Gifts 


SOFTWARE 


terity,  and  force  to  insert  all 
the  springs  and  circuits  prop- 
erly. (All  supplies,  except  for 
a  9-volt  battery,  come  pack- 
aged in  the  box  with  the 
disk.)  Follow  the 
wiring  instructions  to 
construct  a  random 
number  generator,  for 
instance,  or  build  a  dig- 
ital counter.  The  disk, 
while  informative,  is 
surprisingly  humdrum 
in  its  presentation:  The 
simple  artwork,  plain 
graphics,  and  stentori- 
an recitation  of  the 
narrator  have  a  dated, 
1960s  feel. 

ON  THE  CASE.  MECC's 
Science  Sleuths  2  ($35; 
ages  10  and  up)  poses 
mysteries  about  a  traf- 
fic accident  and  a  picnic 
poisoning  that  kids 
must  solve  by  collect- 
ing data,  evaluating  in- 
formation, and  jettison- 
ing red  herrings.  There 
are  six  degrees  of  diffi- 
culty, making  for  12 
case  studies,  and  no 
two  cases  have  the  same  an- 
swer (though  you  may  as- 
sume, when  you  see  the 
same  introductory  video  and 
some  of  the  same  documen- 
tary materials,  that  they  do). 

A  light  tone  and  a  weak- 
ness for  punning  may  appeal 
to  some  kids  but  bore  oth- 
ers. What  makes  the  pro- 
gram valuable 
is  its  way  of  in- 
sisting that  the 
right  questions 
be  asked  to  obtain  proper 
scientific  evidence.  A  prod- 
ding and  slightly  sarcastic 
guide  sends  kids  "tack  to  the 
lab"  if  they  give  the  wrong 
answer — or  if  they  guess  the 
right  answer  and  don't  have 
the  ammunition  to  back  it  up. 
All  the  materials  needed  are 


available  in  the  onscreen  lab, 
so  the  program  offers  a  vir- 
tual rather  than  a  real  hands- 
on  experience. 

Virtual  experimentation 
can  also  be  done  in  Inven- 
torLabs  from  Houghton  Mif- 
flin Interactive  ($50;  ages  10 
and  up),  which  gives  a  fasci- 
nating 3-D  tour-  of  the  labora- 
tories of  three  famous 
scientists:  James  Watt,  Alex- 
ander Graham  Bell,  and 
Thomas  Alva  Edison.  Histor- 


More  conventional]) 
approach  but  also  aJ 
cally  appealing  is  th-  * 
witness    Encyclopei  \M 
Space  &  the  Univers  il"- 
dk  Multimedia  ($40;  T 
ommended  age).  As  a  h0\ 
ence    tool    for    ast  ' 
wannabes  and  amatt 
tronomers,  this  disk) 
superb  presentation 
prising  depth  of  infor 
Video  clips  compleme 
text  and  still  photojs, 

lid 


L  As  il 


Huge 


ically  accurate  and 
visually  arresting, 
the  interior  of  each 
lab  can  be  viewed 
from  any  perspec- 
tive, with  a  button 
that  allows  you  to 
pan  360  degrees 
around  the  room's 
perimeter. 

In  InventorLabs,  you  can 
test  different  filaments  to 
learn  that  carbonized  bam- 
boo worked  best  for  Edison 
when  he  conducted  his  in- 
candescent light  bulb  experi- 
ment. Or  you  can  zoom  in  on 
Watt's  steam  engine  and  click 
on  the  "reveal"  button  to  see 
the  inside  of  the  cylinder 
where  the  piston  moves, 
hearing  its  noisy  chugging  all 
the  while. 


FIN 
HOUSE 

Superb 
presentation 
and  surprising 
depth  of 
information 


cross-referem 
extensive, 
video  clip  off* 
imagined  vi 
the  birth  of  I 
lar  system, 
3-D  model 
Apollo  landini 
can  be  rotat( 
better  viewiii 
There  are  a  handi 
quizzes  and  activities 
this  reference  disk's  gri 
strength  is  in  its  inforn 
and  easy  browsability. 
the  world  of  space  to  th 
oratories  of  the  past, 
four  disks  introduce  a  i 
of  science  topics.  By 
new  ways  to  invite  chi 
into  these  worlds,  the 
should    help  pique 
curiosity.        Karen  /'< 


TIPS  Suggested  age  ranges  don't  fit  every  child,  so  parents  should  preview  programs 
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The  CD 

Festival  Begin 


luddy,  Miles, 
all  here- 
!  rising  stars 

ieen  nearly  a  cen- 
ince  the  exacting 
is  of  Scott  Joplin's 
ve  way  to  the  lan- 
;  that  marked  the 
zz.  As  it  nears  its 
day,  jazz  is  not  one 
sic,  but  many.  Mu- 
shelves  are  filled 
uids  of  jazz  albums 
lg  many  styles  and 
Nick  himself,  wide- 
to  be  an  avid  jazz 
have  trouble  pick- 
ts,  even  with  help 
.ose  elves, 
s  tend  to  be  a  ded- 
evangelical  - 
holing  any-  ; 
reach  to 
;he  word 
?ing  star  or 
a  of  a  clas- 
'hey  are  al- 
ing  for  oth- 
share  the 
jount  Basie 
y  ever  to 
arl  Jam  or 
le  Three 
it  there  are 
>lenty  of  po- 
zz  converts 
out  there 
3  rock  fans, 
lovers,  and 
s. 

lowing  sug- 
:-epresent  a 
?e  of  styles 
rmers.  This 
ed  to  be  a 
■  both  fans 
iies — a  per- 
impling  of  I 
the  best  of 
zz  compact- 
eases.  The 

styles  all 

spontaneity 
itivity  that 


mark  great  improvisation. 
That  is  what  jazz  is  about: 
the  thrill  of  hearing  music 
that  is  composed  sponta- 
neously, reflecting  the  spirit 
and  passions  of  the  musicians 
who  create  it. 

BIG  BANDS.  This  year  saw 
the  release  of  a  masterpiece 
of  the  form,  The  Complete 
Columbia  Studio  Recordings 
of  Miles  Davis  and  Gil 
Evans  (Columbia).  Miles 
Davis  was  one  of  the  genius- 
es of  jazz  who  was  able  to 
sustain  an  astonishing  level 
of  musical  creativity  for  a 
lifetime.  The  Columbia 
recordings,  made  be- 
tween 1957  and  1968, 
showcase  Davis'  spare, 
mournful  trumpet 
against  the  dense  or- 


chestral backg;  ound  provid- 
ed by  Evans'  arrangements. 

To  get  a  feel  for  how  far 
Davis  and  Evans  advanced 
the  big-band  ai  in  these 
recordings,  compare  them 
with  Glenn  Miller's  The  Lost 
Recordings  (RCA  Victor),  also 
released  this  year.  Many  of 
the  Miller  favorites — includ- 
ing In  the  Mood,  A  String  of 
Pearls,  and  Moonlight  Sere- 
nade— are  here,  in  versions 
not  previously  available. 

Other  recent 
big-band  disks 
include  Count 
Basie  and  the 
New  York  Voices  (Blue  Jack- 
el)  and  Buddy  Rich's  Big 
Swing  Face  (Pacific  Jazz). 
The  Basie  band  was 
renowned  for  its  irresistible 
sense  of  swing,  and  that  con- 
tinues under  the  direction  of 
Grover  Mitchell.  Rich,  who 
some  say  was  the  greatest 


THE  IMPROV  CORNER 

Enjoy  a  host  of  styles,  from  Glenn  Miller's 
big  band  to  Jeanne  Lee's  smooth  vocals 
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jazz  drummer  ever,  is  in  peak 
form  on  Big  Swing  Face,  a 
reissue  of  the  1967  album. 
MAINSTREAM.  For  lack  of  a 
better  term,  "mainstream" 
describes  what  we  think  of 
as  the  quintessential  jazz 
group,  a  trio  or  quartet  play- 
ing jazz  tunes  and  jazz-style 
transformations  of  standard 
and  pop  tunes.  Joe  Lovano  is 
one  of  today's  most  acclaimed 
mainstream  saxophone  play- 
ers. On  his  album  Quartets 
Live  at  the  Vil- 
lage Vanguard 
(Blue  Note), 
Lovano  growls, 
purrs,  and  otherwise  makes 
full  use  of  the  saxophone.  He 
displays  enormous  technical 
facility  and  a  delicate,  lyrical 
approach  on  such  tunes  as 
This  Is  All  I  Ask,  the  Frank 
Sinatra  ballad,  and  a  variety 
of  original  compositions. 
Michael  Brecker,  a  tenor 
saxophonist  who  has 
accompanied  scores  of 
pop  singers  (he  joined 
Paul  Simon  for  the 
singer's  most  recent 
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Central  Park  concert),  has 
put  out  an  album  of  original 
compositions  called  Tales 
from  the  Hudson  (Impulse). 
The  album  features  guitarist 
Pat  Metheny  along  with  Jack 
DeJohnette  on  (hums,  Dave 
Holland  on  bass,  and  Joey 
Calderazzo  on  piano — an  all- 
star  lineup. 

Among  younger  sax  play- 
ers, few  can  match  the  musi- 
cality  and  inventiveness  of 
Joshua  Redman.  His  most  re- 
cent album,  Freedom  in  the 
Groove  (Warner  Bros.),  is  a 
buoyant  set  of  10  Red- 
man originals  that  do 
everything  jazz  is  sup- 
posed to  do — entertain, 
stimulate,  and  uplift. 

Another  stirring  al- 
bum released  this  year 
is  Loved  Ones  (Colum- 
bia) by  two  members  of 
the  remarkably  talent- 
ed Marsalis  family  of 
New  Orleans — saxo- 
phonist Branford  (Wyn- 
ton's  brother)  and  his 
father,  pianist  Ellis.  A 
version  of  Leonard 
Bernstein's  Maria  from 
West  Side  Story,  with 
Branford  on  soprano 
saxophone,  is  flawless. 

Sonny  Rollins  and 
the  late  Gen-y  Mulligan 
and  were  both  repre- 
sented this  year  by 
reissues  of  classic- 
recordings:  The  Gerry 
Mulligan  Quartet  with 
Chet  Baker  (Pacific 
Jazz)  and  Silver  City 
(Milestone),  a  selection 
of  Rollins  recordings 
from  the  past  25  years 
on  the  Milestone  label. 
Mulligan  was  one  of  the 
most  accomplished  of 
the  West  Coast  jazz 
players,  who  developed 
a  slightly  more  relaxed 
style  that  distinguishes 
them  from  their  New 
York  counterparts. 

Rollins,  still  playing 
at  his  peak,  is  on  any 
critic's  short  list  of  the 
best  living  saxophon- 
ists. The  selections  on 
Silver  City  were  as- 
sembled after  the  jazz 


critic  Gary  Giddins  of  The 
Village  Voice  argued  that 
much  of  Rollins'  best  work 
was  scattered  about  on  many 
albums  and  ought  to  be  col- 
lected. That's  precisely  what 
Milestone  did. 

Lee  Morgan — not  as  well 
known  as  Miles  Davis  or 
Dizzy  Gillespie,  but  revered 
by  many  who  are  familiar 
with  his  recordings — appears 
on  Live  at  the  Lighthouse 
(Blue  Note),  a  collection 
recorded  in  1970  at  the 
Lighthouse,  a  Hermosa  Beach 

Top  New  Jazz 
Releases 

SMALL  GROUPS 

Joe  Lovano,  Quartets  Live  at  the  Village  Van- 
guard (Blue  Note) 

Sonny  Rollins,  Silver  City  (Milestone) 
Lee  Morgan,  Live  at  the  Lighthouse  (Blue  Note) 
Joshua  Redman,  Freedom  in  the  Groove 
(Warner  Bros.) 

Michael  Brecker,  Tales  from  the  Hudson 
(Impulse) 

Ellis  &  Branford  Marsalis,  Loved  Ones 
(Columbia) 

Renee  Rosnes,  Ancestors  (Blue  Note) 

BIG  BANDS 

Glenn  Miller,  The  Lost  Recordings  (RCA  Victor) 
Count  Baste  and  the  New  York  Voices 
(Blue  Jackel) 

Buddy  Rich,  Big  Swing  Face  (Pacific  Jazz) 
Miles  Davis  and  Gil  Evans,  The  Complete 
Columbia  Studio  Recordings  (Columbia) 

LATIN 

Phil  Woods,  A>fer  cS£7/s(Chesky) 
Various  Artists,  Brazil:  A  Century  of  Song  (Blue 
Jackel) 

Tito  Puente,  Special  Delivery  (Concord) 

VOCALISTS 

Jeanne  Lee  and  Mai  Waldron,  After  Hours  (Owl) 
Cassandra  Wilson,  New  Moon  Daughter 
(Blue  Note) 

TRADITIONAL  JAZZ 

Nicholas  Payton,  Gumbo  Nouveau  (Verve) 
Bob  Stewart,  Then  &  Now  (Postcards) 


Holiday  Gifts 


MUSIC 


(Calif.)  nightclub.  Other  high- 
lights of  the  year  in  the 
mainstream  category  include: 
Belief  (Sony)  by  Leon  Parker, 
a  newcomer  on  drums  whose 
originality  and  unconvention- 
al use  of  the  drum  set  has 
attracted  the 
admiration  of 
his  peers;  Live 
at   the  Blue 

Note  (Concord)  by  guitarist 
Kenny  Burrell,  with  the  vet- 
eran Sir  Roland  Hanna  on  pi- 
ano; and  Ancestors  (Blue 
Note)  by  Renee  Rosnes,  a 
young  pianist  who  has 
an  excellent  working 
knowledge  of  the  jazz 
pianists  who  preceded 
her  and  a  still-develop- 
ing style  of  her  own. 
VOCALISTS.  Cassandra 
Wilson  is  a  jazz  singer 
who  has  made  her  rep- 
utation with  a  series  of 
innovative,  experimen- 
tal albums  in  which  she 
has  extended  the 
boundaries  of  jazz 
singing  into  new 
realms.  Now  she  has 
taken  a  different  turn 
with  an  album  of  pop 
tunes  and  standards. 
New  Moon  Daughter 
(Blue  Note)  includes, 
improbably,  Last  Train 
to  Clarksville  (yes,  the 
old  Monkees  tune)  and 
I'm  So  Lonesome  I 
Coidd  Cry,  the  vintage 
Hank  Williams  country 
lament.  Wilson  decon- 
structs these  tunes, 
slowing  them  down  and 
lingering  over  the 
lyrics.  She  reveals  sub- 
tleties that  even  the 
songs'  composers  might 
not  have  noticed. 

Jeanne  Lee,  a  veter- 
an jazz  singer,  joins 
with  pianist  Mai  Wal- 
dron on  After  Hours 
(Owl)  to  present  a  se- 
ries of  jazz  standards 
such  as  Caravan  and  / 
Let  a  Song  Go  Out  of 
My  Heart.  This  is  a 
more  conventional  al- 
bum than  Wilson's,  but 
it  is  no  less  enjoyable. 
In  one  of  the  most 


unusual  recording! 
year — Then  &  No1 
cards) — Bob  Ste 
tuba,  plays  his  o 
version  of  tradition; 
Dixieland.  Nicholas 
a  young  trumpeter  i 
been  a  i| 
Wynton  i 
Lincoln*, 


■  r 


jazz  oia 
updates  New  Orle;* 
jazz  with  Gumbo  A 
(Verve).  When  the  Si 
Marching  In  sheds 
ieland  cliches  with 
stitution  of  expanse 
harmonies  and  uno 
rhythmic  stops  any 
The  message  herei 
even  some  of  the  oh 
tunes  can  still  be  sur 
ly  full  of  life. 

No  compilation 
would  be  complete 
mention  of  its  close 
Latin  and  Braziliar 
Percussionist  Tito  Pu 
come  out  with  a  nev 
Special  Delivery  (C 
featuring  the  trumpel 
nard  Ferguson.  Phil 
the  great  alto  saxo 
has  released  Aster  & 
tribute  to  the  Argent1! 
poser  and  accordionis. 
Piazzolla  and  the  latd 
ian  bossa  nova  sing1 
Regina. 

Blue  Jackel  has  re  t 
comprehensive,  four-d 
tory  of  Brazilian  mus: 
eludes  carnival  saml 
and  traditional  musid 
nova,    and  conteno 
Brazilian  pop.  Strictly] 
ing,  it's  not  jazz,  but  ft 
musicians  would  quibl 
that.  Put  simply,  it 
music,  the  kind  they  I 
play. 

Most    jazz  enthi 
would  dismiss  all  of  t 
egorization  in  any  ci 
Joshua  Redman  puts  i  r 
liner  notes  to  Freedom 
Groove:  "When  I  firs 
jazz,  it  wasn't  'jazz.' 
music."  If  you  enjoy 
you're  sure  to  enjoy  tl 1 
suggested  here — and  » 
friends  and  family  oj 
gift  list.  Give  Count 3 
a  try.  Paul  R  b 


TIPS  A  large  catalog  of  jazz  releases  is  available  on  the  World  Wide  Web  at  Jazz  Online  www.jazzonln.com 
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gives  Seg^  the  winners, 


Virtua  lighter  J 


Honeywell  the  control. 


TotalPlant  Solution  System 


>ata  General  the  command. 


CLARuON  Disk  Array  System 

JWPI^F^H    More  and  more,  the  world's  top  companies  are  depending  on  the  high  performance  •■!  Pou  erP(  technology  to  develop  then 
mmLJL^kJIu    newest,  most  innovative  products.  It's  a  momentum  that's  changing  computing  forever.  And  it's  why  Sega,  the  world's  number 
uter  game  company,  uses  the  advanced  multimedia  capabilities  of  PowerPC  architecture.  With  it,  their  highly  anticipated  Virtua  Fighter'  ! 
me  will  have  unprecedented  lifelike  characters  and  3-D  graphics.  It's  also  why  Honeywell  uses  PowerPC  microprocessor-based  systems  running 
~>ws  NT"  operating  system  for  their  new  TotalPlant®  Solution  System  for  industrial  automation.  And  PowerPC  microprocessors  give  Data 
be  performance  they  need  for  their  industry-leading  CLARUON*  disk  array  mass  storage  systems.  Call  I-800-S45-MOTO,  ext.  BW,  or  visit 
w.mot. com/PowerPC/  to  find  out  how  PowerPC  technology  can  give  life  to  your  most  innovative  product  ideas. 


ila,  inc  AJ1  rights  reserved  Motorola  and  (®)  are  registered  trademarks  of  Motorola,  Inc  PowerPC  and  the 
ire  trademarks  or  Internanonal  Business  Machines  Corporation,  used  under  license  thcretrom.  Windows  NT 

of  Microsofr  in  the  United  States  and/or  other  countries.  CLARjiON  is  a  registered  rrademark  of  Data 
rauon.  TotalPlant  is  a  registered  rrademark  of  Honeywell,  Inc  Virtua  Fighter  is  a  registered  trademark  of 

brand  and  product  names  are  the  trademarks  or  registered  trademarks  of  their  respective  holders. 


MOTOROLA 


What  you  never  thought  possible. 


FOR  AO  RATES  AND  INFORMATION 

PHONE:  (312)464-0500 
FAX:  (312)  464-051 2  OR  WRITE: 


BusinessWeek 


ketPlace 


Internet  Services 


40  million 
customers  are 
surfing  the 
Internet  is  your 
company  there? 


PSharpWeb 

The  sharpest  corporate  image  on  Web 

DESIGNING:  Your  web  office  includes  products,  services,  catalogue, 
order  processing,  e-mail  and  more, 
HOSTIK:  Hosted  on  Silicon  Graphics  Super  Computers/13  lines 
T3  lines  are  31  times  faster  than  II,  means  faster  and  more  reliable  au.c». 
MARKETING:  Special  programs  helps  you  attract  customers  and  increases  si 
Domain  Names,  Web  Office,  Virtual  Servers,  Secured  Servers,  Web  Marketing 


http:Wwww.sharpweb.com  1-800-SHARPWEB  e-mail  Sales©sharpweb.com 


No  Web  Page!? 


Professional  and  affordable 
web  pages  without  the  hassle. 
It's  time  to  call  the  experts. 

Internet  Business  Solutions 
1-800-798-4638 


http://www.inetbiz.com 


WEB  SITE 
CREATION  &  HOSTING 

Full  Web  Site  Creation  Package 
Virtual  Domain  Hosting  from  $19.95 

No  Setup  fee 
No  Charge  for  Domain  Registration 

1-800-466-4262 
Email:  info@xm.com 
http://www.xm.com 


1 1 :  k  4  i  ;  1  n  *  1 


Domain  Name  Reg. 


Reserve  your  company  name  on 
the  Net,  before  you  lose  it!!! 

Call  1-800-FREENET 

Ask  for  Harry  or  Joanne 
Web  Servers » E-Mail  &  More 


Insurance 


$1 ,000,000 

LIFE  INSURANCE 


Rates  chosen  from  over 
200  fine  companies.  Preferred 
and  impaired  risk  underwriting 
capabilities. 

Check  for  availability  in  your  state 

Call  for  a  Free  Customized 
Quotation  on  any  desired 
amount  and  plan. 

1-800-444-8715 

Gersten  Financial  & 

Insurance,  Inc. 
189  Reservoir  Street 
Needham,  MA  02194 


Telecommunications  Services 


FAX  BROADCASTING 
only  100  a  minute! 


To  the  U  S.  from  anywhere  in  the  world! 

Rates  per  minute  to  | 

!  France       $0.39  Japan  $0  39  i 

I  Germany    $0  39  U.S.  $0  10  * 

'Hong  Kong  $0.59  U  K  $0  29' 


Toll-free:  1 .800.906.4FAX 

Tel:  1  206  301  7000    Fax  1  206  301  7500 


lines  ope" 


TELECONFERENCING  a*  low  As 


The  Best  Rates  In  The  Country! 
»-»         »  ma 

1-    v  a  J  w  §  s\  JJJ 

—  "«*>  ^MrencWG  SERVICES.  INC.  I 


Reserve  Your  Next  Conference  Call  By  Calling 


1-800-778-MEET 

http  //www  eagle  net 


TARGETED  FAX  BROADCASTING 


Fax  Broadcast  Your  Ad  Message 
To  The  Right  Person  Overnight 

•  Huge  Database  of  Fax  Contacts 
•Very  CostEffective  Rates 


FAXFINDER  800-859-0641 


Telecommunications  Products 


Trouble  Connecting 
Your  Modem? 


•  Digital  Hotel  and  Office  PBXs 

•  Foreign  Telephone  Jacks 

•  Pay  and  Hard  Wired  Telephones 

TeleAdapt  has 
the  solution  w 

Call  1  408  370  5105  iL^. 
Fax  1  408  370  5110  %^fv 
http://www.teleadapt.com 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE 
CHICAGO,  IL  60611 
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Business  Opportunities 


Harvest  Hospital 
Bill  Mistakes!! 


Sludies  reveal  Ih.il  97^  ol  all  hospital  bills  con- 
lain  huge  overcharges  Thai's  why  my  1 1-year 
business  is  such  a  "win/win"  opportunity:  patient 
and  their  insurers  pay  us  50$  of  every  SUM)  we 
recover  in  overcharges  Now 
since  millions  of  unserviced 
patients  exist  nationwide  - 
many  facing  a  fortune  in 
overcharges  -  we're  sharing 
our  system  with  affiliates  wanting  a  dream 
income  You  don't  need  a  technical  background 
-just  the  savvy  to  spot  a  vital  new  American  ser 
vice  SIO.tXK)  investment  required.  For  a  free 
report  and  headstart  on  the  perfect  home  busi- 
ness, call  I  -800-700-7089  or  (702)  47 1  - 1 280, 
S  00  -  5  30  pm  PST* 


"...millions 
of  unserviced 
patients  exist 
nationwide." 


OPPORTUNITY 


To  join  lotas  *nh  oihet  sjks  executives  on  our  team  who 
have  successfully  achieved  above  average  annual  incomes. 
If  you  are  seeking  a  business  with: 
0  no  inventory  0  vcr\  high  nrofil  potcmiatl 

0  no  accounts  receivables  0  investment  required 
0  positm  cushfliK  0  recaptured  quicklv 
0  absolulelv  no  negatives  17  CHECK  THIS  PIT! 

For  complete  details,  call  Ron  Kiblei 

1-800-599-7891 


Business  Opportunities 


$650,000+  Annually 
From  Home 


$650K  -  $2M  possible  annually  from 
$8,000  investment.  Break-through 
product  &  company  structure.  90%  profit 
margin,  no  presentations,  no  travel,  no 
MLM  $75K  first  3  months  Partial 
financing  available  2  minute  message: 

1-800-432-0018  x2776 
Freedom  Associates 


CONSULTANTS/TRAINERS 


International  firm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB1296 
100  Kachel  Blvd.,  #150-E 
Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


Human  Resource  S 


DIVERSITY  TRAI  iChi 

Your  Connection  To  Practic  ^Jl! 
Resource  Management  & 

HR  Connection; 
904-737-HRUS  (4r ' 
Fax  904-737-HR12 

http //www  universalmall.com/h 


1&i 

Computer  Equip., : 


HEWLETT-PACK 

Buy-Sell-Trade 

LaserJet  Coli 
DeskJet  Oral 
RuggedWnter  Oral 
Electrostatic  Plotters 
HP  9000  Workstations  and  Vectras  al 
Ted  Dasher  &  Assoi 

4117  Second  Ave  .  S.  Birmingham 

Phone:  205/591-4747  Fax:  21 
800/638-4833  •  E-mail  salesSd 


One  ounce  Gold  Eagle  Fur 

Backed  b\  the  U.S.  government  forij 
purity.  Limit  of  one  coin  per  hc^h 
Add  $7  for  postage,  insurant!! 
hitndhnu  Price  Guaranteed  (otw 

Toll  Free  1 -800-8350 

EASTERN  NUMISMATIC! 

Visit  us  on  ihe  Internet  http:/us( 


FRE 

Personal  Chei 

with  the  purchase  of  60' 

3-To-A-Page  Business(t 
$00.95 

only   J—*^S  +Sf 
Buy  direct  from  the  manufa* 
Call  for  a  free  brochure  4  " 
fax  ordering  instructioi 

l-800-239-4t 

(Otter  good  ihru  12/31/9lf  - 


INCORPORATI 


•  FREE  Information 

•  All  50  States  and  Offshoi 

•  Reliable  Service  and  LowPri'  f 

Corporate  Creajj(» 

http:/Avww.corpcreattonv-- 

800-672-9110  •  Fax  305-6:9 

I 


TRADEMAR 


ii 


RESEARCH  REP 


20,000  ACADEMIC  TOPICS  AVAlB. 

|  Send  $2  lor  the  280  page  cat ) 
■   Custom  -  written  reoorts  alsodv. 

RESEARCH  ASSISTANCI 
1  11322  Idaho  Ave ,  #20661 

I  Los  Angeles,  CA  90025 

I  TOLL  FREE  HOTLINE:  800-3-1 

or  310-477-8226 


i  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
X:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Market  P  la  cp 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL  60611 


nchising 


mchise 

business! 

^formation  about 

ir  Business"  seminars, 

Ion  on  franchising. 

neon* 

Frsnch'ne  Development  BW 

1  USE  (1-800-372-6244)^ 


iiimiiiii 

ORAGE  SYSTEMS 

ie  Office  •  Enlertainment  Center 

;e  exclusive  territories, 
toing  support. 


|  (310)  538-2676  T 

an/Instruction 


achelor  -  Doctorate 
:ges,  500+  Degrees 
BROCHURE  


ksTANCE  Learning 

sity  offers  accredited  MBA.  no 
needed  Chosen  by  Economist 
ie  of  world 's  best  MBA  programs 

ERSITY  |  (800)  MBA-0707 
I  ributor  i  >«*  Ask  for  ext.  20 
iuite  2,  El  Cerrito,  CA  94530 
(Back  literature:  from  your 
me,  call  (510)  486-8900. 


ssEsssa 


f  Paced  Home  Study 
tielors  Masters  Doctors 

iness  Admin.  Public  Admin, 
min,  Human  Resources, 
iSiness.  Tech  Mgmt,  Law, 
lology.  Computer  Science. 
vww.scups.edu 
nroll@scups.edu 
77-2254  (24  hrs) 
lalifornia  University 
essional  Studies 
W,  Santa  Ana,  CA  92705 


ST  IN  YOU 


JE  Is  What  You  Know 
ind  Masters  in  Business  and 
hrough  Distance  Learning 

cm 

IIA NATIONAL  UNIVERSITY 

Street,  North  Hills,  CA  91343 

•  Call  1-800-782-2422 
ttp:  //www.cnuas.edu 


NAL  DEGREES 

MS/MBA  PhD/JD 
work  &  life  experience 
144-8569  (24  hrs.) 

lle  University 

andeville,  LA  70470-4000 


Corporate  Gifts 


Logo  Tattoos  ! 


1000  Temporary  Tatloos  with  your  Logo, 
Just  $189.00!!! 
or  2000  Tattoos,  Just  $299.00!! 

plus  $7  00  SSH  (CA  add  7  25%  sales  lax) 

Customized!  Full  Color!  2"X2"! 


Send  your  sized,  color  logo,  ot  artwork .  along  with 
a  check,  company  P.O.  or  Visa  /  MC  »  lo: 

Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville.  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
Allow  4-6  weeks  for  delivery 


Travel/Vacations 


Ships,  Big  Adventure 

Cruise  Panama,  Belize,  Virgin  Islands,  Trinidad, 
Aruba-Curocao  in  Winter  Summer  in  the 
trie  Canal,  Newfoundland,  Novo  Scotia, 
Gteot  Lokes,  Mid-America  I  mote. 

.Free Brochure  800-556-7450 


American  Canadian  Caribbean  Line 


Capital  Available 


BANKER  BLOWOFF? 


Tired  of  getting  the  runaround  from 
bankers  who  aren't  really  lending? 
New  database  lists  l,000's  of 
alternative  lenders  and  investors  who 
are  aggressively  financing  high  risk 
business  ventures.  CALL  for  FREE 
info:  800-580-1188  DatcMerge 


Financial  Services 


Turn  Your  Invoices  into 
IMMEDIATE  CAS 

•  Cash  within  2*  hours 

•  No  term  contracts  to  sign 

■  We  assume  the  credit  risk 

■  Bank  to  bank  transfer  of  funds 
Call  Jeff  Farkas 

Toll  free  #1  800-241-CASH 


At 


Advantage  Funding  Corp. 

Giving  Your  Business  The  ADVANTAGE  To  succeed 


Consumer  Ebctronics 


Music  World 
Computer  World 

America's  Only  Catalogue  of  its  Kind! 

Receive  Our  FREE  Moil 
Order  Cotologue  Now! 

212  pgs.  of  Top  Brand 
Names  in 

Audio  •Video 
Computers  •Portables 

Home  Office 
Music9  Video  &  More 
All  at  Disiount 
Pines! 

BN096  r 

Order  Toll  Free  24  Hours  A  Doy,  7  Doys  A  Week 

1-800-221-8180 


Menswear/Fashion 


WIDE  FEET? 
NARROW 
FEET? 


We  specialize  in 
hard-to-find  sizes, 
AAA-EEEEE 
widths,  up  to 
size16!  Famous 
names  like  E.T. 
Wright, New  Balance, 
Sebago,  Bostonian  and  Hush  Puppies 
in  dress,  casual  and  athletic  styles. 

Call  for  Free  Catalog 

Executive  Shoes 
1-800-240-7463 

Dept.  2850,  TO  Box  9128,  Hingham,  MA  02043 


Fine  Art 


SALVADOR  DALI 


"Drawers  of  Memory" 

1964  Original  Lithograph 
Pencil  Signed  by  Salvador  Dali 

Collect  Rare,  Authentic  Prints, 
Drawings,  and  Paintings 

From  the  #1  Source  for  Salvador  Dali 

SILVERSTATE  FINE  ART 
Free  Catalog 
800-999-DALI  (3254) 

Outside  U.S.  call  310-798-1360 


Culinary  Tools 


All-Clad 

METALL'RAFTERS  INC. 

The  More  You  Buy,  The  More  You  Save 

FREE  Catalog.  Fine  Knives,  Pots  &  Tools. 
Professional  Cutlery  Direct 
(800)  859-6994,  Dept.  BW6C 

email:  BW6C@p-c-d.com 


Corporate/Holiday  Gifts 


Logo  Screen  Savers  IAI4YH 

c,^k.A  V$iU£uA  Outer  Banks 
Free  Catalog 

1-800-589-1690 

Promote  your  business!  Custom 
screen  savers  with  YOUR  company 
logo,  images,  or  sales  information. 
Perfect  for  web  site  or  promotional 
giveaways.  Starting  at  only  $349. 

Gait  Technology  800-580-0742 
http://www.galttech.com 
logo@galttech.com 

Financial/Business  Services 


Own  a  Business? 

Get  Financial  Clout! 


Buy  Al  Rotola's  7-step  guide  to  grow- 
ing your  business.  Financial  Clout. 
Get  almost  anything  on  corporate 
credit — with  no  personal  guarantees! 

Only  $49.95.  Your 
choice  of  book  or 
audio  tape. 

Plus,  eliminate  cash 
flow  problems  with 
Al's  popular  book 
Banking  Tactics, 
only  $24.95 


Special  Offer 

1     Financial  Clout  Tape  & 
Banking  Tactics  Book-a  *74'? 
value  only*39- 

Please  add  $4.1 0  S&H  and  ST  where 
applicable.  MC,  VISA  &  Amex  accepted 
We  offer  live  one-day  workshops 
nationally,  &  private  counseling  by 
appointment.  For  schedules, 
prices  and  to  order  call: 

(800)828-7138 

Unconvention,    Solutions  to 
Corwentional  Bu  ;tness  Problems' 

Fax  714- 367-2838 
Email:  Clot:  t  .J  Nam.lne.com 


BusinessWeek 

llil 



i 

illE  l 

noun  lint 

ACQUION,  Inc. 

www.acquion.com 
Adobe  Systems  Inc. 
www.adobe.com/?BW 
Advanced  Micro  Devices 
www.amd.com 
Aetna 

www.aetna.com 
AirMedia 
www.airmedia.com 
America  West  Airlines 
www.americawest.com 
The  American  Institute  of 
Architects 
www.aia.org 

American  Power  Conversion 

www.apcc.com 

The  American  Stock 

Exchange 

www.amex.com 
Ameritech 

www.ameritech.com 
AMP 

www.amp.com 

Andersen  Consulting 

www.ac.com 

Apple  Computer 

www.apple.com 

Arthur  Andersen 

www.ArthurAndersen.com 

AST  Computer 

www.ast.com 

AT&T 

www.att.com 

Bavarian  Ministry  for 

Economic  Affairs 

www.bayern.de 

Bayer 

www.bayer.com 
Bell  Atlantic 
www.bell-atl.com 
Cadillac 

www.cadillac.com 
Canon 

www.canon.com 

Canon  Computer  Systems 

www.ccsi.canon.com 


II  I 

Chase 

www.chase.com 
Chevrolet  Motor  Division 

www.chevrolet.com/car 
Chrysler 

www.chryslercorp.com/ 
Cisco  Systems 
www.cisco.com 
Cobra  Golf 

www.CobraGolf.com 

Compaq 

www.compaq.com 
Computer  Associates 
www.cai.com 
Consolidated 
Freightways,  Inc. 
www.cnt.com 
Credit  Suisse 
www.ska.com 
Delta  Air  Lines 
www.delta-air.com 
Deutsche  Telekom 
www.dtag.de 
Digital  PC 

www.windows.digital.com 
Diners  Club  International 
www.dinersclub.com 
EIS  International 
www.surefind.com 
Ericsson 

www.ericsson.se/systems/gsm 

Exide  Electronics 

www.exide.com 

Federal  Emergency 

Management  Agency 

www.rema.gov 

FedEx 

www.fedex.com 
Fidelity  Investments 
www.fid-inv.com 
Flexilnternational  Software 

www.flexi.com 
Ford 

www.ford.com/ 
France  Telecom 

www.francetelecom.com 


Fujitsu 

www.fujitsu.com 

Fujitsu  PC  Corporation 

www.fujitsu-pc.com 

Gateway  2000 

www.gw2k.com 

GE  Information  Services 

www.geis.com 

General  Motors 

www.gm.com 

Hewlett-Packard 

www.hp.com 

Hilton  Hotels 

www.hilton.com 

Hitachi 

www.hitachi.com 
Honda 

www.honda.com 
IBM 

www.ibm.com 
Imation 

www.imation.com 
Informix 

www.informix.com 
Intel 

www.intel.com/ 

International  Institute  for 

Management  Development 

www.imd.ch/ 

INTERSOLV 

www.intersolv.com 

ITT  Hartford 

www.ittharttord.com 

The  Jack  Daniel  Distillery 

Tour 

www.infi.net/jack  daniels/ 

Janus  Funds 

networth.galt.com/janus 
FGngston  Technology 

www.kingston.com/ 
bw.htm 

Kinko's  Corporate 

www.kinkos.com 
Kodak 

www.kodak.com/ 
Lawson  Software 

www.Lawson.com 
Lexus 

www.lexususa.com 
Lincoln-Mercury 

www.lincolnmercury.com 

Lotus 

www.lotus.com 
Lucent  Technologies 

www.lucent.com 


earth/, 


MAG  InnoVision 

www.maginnovision.com 

Mail  Boxes  Etc. 

www.mbe.com 
MCI 

www.mci.com 
Mercedes-Benz 

www.usa.mercedes-benz.com 

Merrill  Lynch 

www.ml.com/ 
Microsoft 

www.microsoft.com/ 
MicroSolutions 
www.micro-solutions.com 
Mississippi  Department  of 
Economic  Development 
www.mississippi.org 
NCR 

www.ncr.com 
Netcom  On-Line 
Communication  Services 
www.netcom.com 
Norfolk  Southern 
www.nscorp.com 
Nortel  (Northern  Telecom) 
www.nortel.com 
Novell 

www.novell.com 
Ohio  Department  of 
Development 

www.ohiobiz.com 
Okidata 

www.okidata.com 
Omron  Corp./North  America 

www.omron.co.jp 

Open  Market 

www.openmarket.com 
Oracle  Corporation 
www.oracle.com 
Origin 
www.ongin. 
PageNet 

www.pagenet.com 
PeopleSoft 
www.peoplesoft.com 
The  Principal  Financial  Group 

www.principal.com 
Praxair 

www.praxair.com 

PSINet 

www.psi.net/ 

QUALCOMM 

www.qualcomm/ com/ cdma/ 

Raytheon 

www.raytheon.com 


Republic  National 

www.rnb.com 
Roberts  Express,  Inc 

www.roberts.com 
Saab 

www.saabusa.com 
SAP 

www.sap.com 
SAS  Institute 
www.sas.com/ 
Charles  Schwab 
www.schwab.com 
Sequent  Computer  5 
www.sequent.com 
Sharp 

wvw.sharp-usa.eom/r.v 
notebook/ nbsplash.ht 
Siemens 

www.siemens.com 
SkyTel 

www.skytel.com 
Sprint 

www.sprint.com 
StorageTek 
www.stottek.com 
Sun  Microsystems 
www.sun.com 
Swissair 

www.swissair.com 
Symantec 
www.symantec.com 
Texas  Instruments 
www.ti.com 
Toshiba  America 
Systems 

www.toshiba.com 
Toyota  Motors 
www.toyota.com 
T.  Rowe  Price 
www.troweprice.com 
Unisys 

www.unisys.com 
United  Airlines 

www.ual.com 
UPS 


6/ 


www.ups.com 
U.S.  Robotics 
www.usr.com 
The  Vanguard  Grou 
www.vanguard.com 
Wall  Street  Informa 
www.natcorp.com/ir 
Wonderware  Corpor 
www.wonderware.con 
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first  intrane 
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tiiness  Week  Index 


TION  INDEX 


PRODUCTION  INDICATORS 


from  last  week:  -0.1% 
from  last  year:  5.3% 


PRODUCTION  INDEX 

 Nov.  16=131.8 

1992=100 


Mar.  July  Nov. 

1996  1996  1996 

is  a  4-week  moving  average 

tion  index  edged  slightly  lower  during  the  week  ended  Nov.  16. 
;fore  calculation  ot  the  four-week  moving  average,  the  index 
)  132.9  from  131.6.  In  the  latest  week,  gains  in  the  seasonally 
tput  levels  of  autos,  trucks,  and  electric  power  more  than  offset 
i  steel  and  coal  production  and  rail-freight  traffic, 
index  will  be  unavailable  for  an  indefinite  period  of  time. 

idex  copyright  1996  by  The  McGraw-Hill  Companies 


G  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

ICES  (11/22)  S&P  500 

748.73 

737.62 

25.0 

E  BOND  YIELD,  Aaa  (11/22) 

7.08% 

7.08%r 

-1.5 

IL  MATERIALS  PRICES  ( 11/22) 

106  9 

105.8 

-4.4 

FAILURES  (11/15) 

NA 

NA 

NA 

iTE  LOANS  (11/13)  billions 

NA 

NA 

NA 

PPLY,  M2  (11/11)  billions 

$3,790.1  $3,789.5r 

4.1 

.AIMS,  UNEMPLOYMENT  (11/16)  thous.  344 

328 

-9.2 

tandard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100).  Dun 
(failures  of  large  companies),  Federal  Reserve,  Labor  Dept 

EST  RATES  . 

;UNDS  di/25) 

LATEST 
WEEK 

5.38% 

WEEK 
AGO 

5.29% 

YEAR 
AGO 

5.91% 

IAL  PAPER  (11/26)  3-month 

5.41 

5.41 

5.72 

1TES  OF  DEPOSIT  (11/26)  3  month 

5.38 

5.38 

5.73 

RTGAGE  (11/22)  30-year 

7.76 

7.79 

7.64 

IE  MORTGAGE  (11/22)  one-year 

5.75 

72 

5.68 

12%) 

8.25 

8.25 

8.75 

ederal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (11/23)  thous.  of  net  tons 

LATEST 
WEEK 

1,914 

WEEK 
AGO 

1 ,904# 

YEARLY 
%CHG 

1.5 

AUTOS  (11/23)  units 

130,233 

126,272r# 

58.7 

TRUCKS  (11/23)  units 

127,847 

120,839r# 

85.3 

ELECTRIC  POWER  (11/23)  millions  of  kilowatt-hrs.  NA 

62,1 13# 

NA 

CRUDE-OIL  REFINING  (11/23)  thous.  of  bbl./day  NA 

14,162# 

NA 

COAL  (11/16)  thous.  of  net  tons 

20,922# 

21,195 

4.5 

LUMBER  (11/16)  millions  of  ft. 

483. 6# 

486 

14.5 

RAIL  FREIGHT  (11/16)  billions  of  ton-miles 

26.4# 

26.4 

1.5 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
Institute,  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports,  Edison  Electric 
,  WWPAl,  SFPA2,  Association  of 

PRICES  1 

GOLD  (11/26)  $/troy  oz. 

LATEST 
WEEK 

373.500 

WEEK 
AGO 

379.100 

YEARLY 
%  CHG 

-3.2 

STEEL  SCRAP  (11/25)  #1  heavy,  $/ton 

116.50 

116.50 

-13.4 

COPPER  (11/22)  c/lb. 

109.0 

102.6 

-23.6 

ALUMINUM    1  22)  M 

72.4 

68.8 

-6.6 

COTTON  (11/23)  strict  low  middling  1-1/16  in., 

C/lb.  70.68 

68.98 

-17.0 

OIL  (11/25)  $/bbl. 

25.91 

24.64 

41.7 

CRB  FOODSTUFFS  (11/25)  1967=100 

..'31  89 

226.49 

-4.9 

CRB  RAW  INDUSTRIALS  (11/25)  1967=100 

334.05 

331)  95 

-1.6 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX,  Commodity  Research  Bureau 

market,   Metals  Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (11/26) 

LATEST 
WEEK 

112.55 

WEEK 
AGO 

111.23 

YEAR 
AGO 

101.56 

GERMAN  MARK  (11/26) 

1.53 

1.50 

1.45 

BRITISH  POUND  (11/26) 

1.67 

1.68 

1.53 

FRENCH  FRANC 

5.17 

5.07 

5.01 

ITALIAN  LIRA  (11/26) 

1514.5 

1498.2 

1604.9 

CANADIAN  DOLLAR  dl/26) 

1.34 

1.34 

1.36 

MEXICAN  PES0f.il/26P 

7.876 

7.887 

7.550 

TRADE-WEIGHTED  DOLLAR  INDEX  dl/26) 

97.7 

96.8 

94.6 

Sources:  Maior  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J  P  Morgan 


in  the  production  indicators  are  seasonally  ad|usted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM-Not  meaningful 


WEEK  AHEAD 


INDICATORS 

tec.  2,  8:30  a.m. est  ►  The  Con- 

Dard's  index  of  leading  indicators 

bly  unchanged  in  October, 

to  the  median  forecast  of  econo- 

eyed  by  mms  International,  one  of 

aw-Hill  Companies.  The  leading 

risen  for  eight  consecutive 

!  edged  up  0.1%  in  September. 

RVEY 

Oec.  2,  10  a.m. est  ►  The  mms 
)ects  that  the  National  Associa- 
rchasing  Management's  index  of 
activity  likely  stood  at  50.5%  in 
I  just  a  bit  higher  than  the  50.2% 
:  October. 


CONSTRUCTION  SPENDING 

Monday,  Dec.  2,  10  a.m. est  ►  Construction 
outlays  likely  fell  by  0.5%  in  October,  after 
jumping  1.9%  in  September.  That's  sug- 
gested by  a  decline  in  housing  starts. 

NEW  HOME  SALES 

Tuesday,  Dec.  3,  10  a.m. est  >  New  homes 
probably  sold  at  an  annual  rate  of  775,000 
in  October.  That  would  be  down  sharply 
from  the  816,000  rate  for  September.  The 
drop-off  is  suggested  by  back-to-back  month- 
ly declines  in  single-family  housing  starts. 

BEIGE  BOOK 

Wednesday,  Dec.  4,  12  noon  est  ►  The 
Federal  Reserve  will  release  its  report  on 


regional  economic  activity,  prepared  for  its 
Dec.  17  policy  meeting. 

EMPLOYMENT 

Friday,  Dec.  6,  8:30  a.m. est*  The  mms 
median  forecast  calls  for  a  gain  of  175,000 
nonfarm  jobs  in  November,  on  top  of  the 
210,000  added  in  October.  The  November 
unemployment  rate  probably  remained  at 
5.2%.  The  average  hourly  wage  likely 
increased  a  modest  0.3%  in  November, 
after  no  change  in  October. 

FACTORY  INVENTORIES 

Friday,  Dec.  6,  10  a.m. est*  Manufactur- 
ing inventories  likely  fell  0.3%  in  October, 
after  increasing  0.3%  in  September. 
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The  next  best  thing  to  being  there: 
Transcripts  of  Business  Week 
Online's  conferences  on  America 
Online. 

If  you  missed  any  of  our  live 
events  with  important  newsmak- 
ers and  expert  commentators,  you 
can  always  catch  up  with  a  tran- 
script from  our  download 
library— now  more  than  230  and 
growing. 
BW  Online  presents  several  live 
chats  or  conferences 
each  week  on  America 
Online.  Check  our 
Conference  Calendar 
by  clicking  the  Talk  & 
Conferences  button  on 
our  main  screen  (key- 
word: BW).  Some 
recent  highlights: 


^4 


.3 


Closed-End  Funds 

Insights  on  investing  in 
these  uncommon  funds 
from  closed-end-fund  pro 
Tom  Herzfeld-1 1/25/96 

Get  a  Financial  Life 

Author  Beth  Kobliner  on  how 
Generation  Xers  can  start 
taking  control  of  their 
money-1 1/7/96 

Buying  a  Computer 

Hot  tips  and  smart  advice 
from  BW's  Geoff  Lewis 
and  NSTL's  Andy 
Froning-10/27/96 

Best  B-Schools 

BW's  John  Byrne  and  David 
Leonhardt  on  America's 
top  25-10/10/96 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 

A  M  E  R.I^C  A 


Inde^  to  Companies 

This  index  ffles  the  starting  page  for  a  story  or 
feature  wittta  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abbeville  Press  186 
Abrams  186 
AccessAir  64 
Advanta  49 
Alien  Sport  188 
Allied  Stores  17 
Alpha  Equity  Research  166 
American  Airlines  (AMR)  44, 64 
American  Express  (AXP)  49, 154, 
162 

American  Golfer  1 86 
America  Online  (AMER)  132 
America  Sky  Broadcasting  (NWS)  75 
America's  Research  Group  39 
America  West  Airlines  (AWA)  64 
Amentech  (AIT)  154 
Amgen  (AMGN)  42 
AnnTaylor  (ANN)  49 
Aperture  186 

Apple  Computer  (AAFt)  6.  24, 49 

Armour  (Tommy)  188 

AT&T  (T)  6,162 

Aviation  Systems  Research  64 

Avon  Products  (AVP)  176 

B 


Banc  One (ONE)  162 
BankAmenca  (BAC)  168 
Bank  of  America  (BAC)  162 
Bank  of  Italy  34 
Be  49 

Bell  Atlantic  (BEL)  49 
Bertelsmann  75 
BlueCross/Blue  Shield  12 
BlueJackel  193 
Blue  Note  193 
Boeing  (BA)  46 

Booz  Allen  &  Hamilton  44,154,162 
Borland  (BORL)  49 
British  Sky  Broadcasting  (NWS)  75 
British  Telecommunications 
(BTY)  75 

Broadway  Books  186 
Brookstone  188 
Burnett  (Leo)  12 
Burr  &  Associates  64 
Bushnell  188 
Busicom  152 


Cadmus  Custom  Publishing  12 
Cal  Fed  Bancorp  168 
CapCities/ABC  (OIS)  75 
Carnegie  178 
Carson  Pine  Scott  39 
Casio  24 

Change  Lab  International  154 

Chiron  (CHIR)  49 

Chrysler  (C)  41 

Cirrus  Logic  (CRUS)  148 

CITA  48,153 

Citibank  (CCD  63 

CLT  75 

Coca-Cola  (K0)  176 
Columbia  (SNE)  193 
Compaq  Computer  (CPQ)  6.24.154 
CompuServe  132 
Concord  193 
Conference  Board  199 
Continental  Airlines  (CALA)  12 
Coopers  &  Lybrand  46,68, 154 
CoreStates  Investment  Advisers 
(CFL)  36 
Crazy  Eddie  68 

Cypress  Semiconductor  (CY)  148 


DainBosworth  36 
Datapomt  (DPT)  152 


Dataquest  49, 148 
DataViz  24 

Dean  Witter  Reynolds  (DWD)  32 

Dell  Computer  (DELL)  6. 

Deloitte  &  Touche  39, 132 

Delta  Air  Lines  (DAL)  64 

Deutsche  Bank  60 

Deutsche  Telekom  60 

Digital  Equipment  (DEC)  6,148 

DirecTV  (GM)  75 

DK  186,192 

Dole  Food  (DOL)  176 

Dow  Jones  (DJ)  166 

DRI/McGraw-Hill  (MHP)  32 

DSP  Group  148 

Duke  Power  (DUK)  49 

DuPont(DD)  154 


Eastman  Kodak  (EK)  138 
Ehrenkrantz  King  Nussbaum  176 
EMC  (EMC)  176 
ESPN  75 


Federated  Department  Stores 
(FD)  17 

Fidelity  Asset  Manager  Fund 
(FASMX)  166 

Fidelity  Blue  Chip  Growth  Fund 
(FBGRX)  166 

Fidelity  Capital  Appreciation  Fund 
(FDCAX)  166 

Fidelity  Export  Fund  (FEXPX)  166 
Fidelity  Growth  Company  Fund 
(FDGRX)  166 

Fidelity  Investments  162, 166 
Fidelity  Magellan  Fund  (FMAGX)  166 
Fidelity  OTC  Fund  (F0CPX)  166 
Fidelity  Retirement  Growth  Fund 
(FDFFX)  166 
First  Executive  68 
First  Nationwide  Bank  168 
Flammarion  186 
Ford(F)  40,41, 166 
Formula  Neuronetics  144 
Forstmann-Leff  176 
Fox  Broadcasting  (NWS)  75 
Fresenius  46 

Friedman  Billings  Ramsey  168 
Fujitsu  148 


Gap (GPS)  49 
Gartner  Group  154 
General  Electric  (GE)  75,166 
General  Mills  46 

General  Motors  (GM)  12,40,49,75 

Goldman  Sachs  44 

Grace  (W  R)  (GRA)  46 

Grupo  lusacell  49 

Grupo  Nacional  Provincial  154 

H 


Hallmark  Cards  12 
Harrods  6 

Hewlett-Packard  (HWP)  24, 154 
Hitachi  (HIT)  24, 148 
Home  Depot  (HD)  39 
Honda  (HMC)  40 
Houghton  Mifflin  Interactive  192 

I 


IBM  (IBM)  6,36.44, 148, 154, 162, 
166.176 

Impulse  193 

Intel  (INTO  6,12.148,152,154, 
166 

Interface  Analysis  144 
International  Economic 
Cooperation  58 


International  Paper  175 

Interstate/Johnson  Lane  36 

Intuit  (INTU)  162 

IRI  63 

ITT  (ITT)  12 

IZZO  Systems  188 


Jardine  Fleming  Securities  56 
JetTrain  64 


Kemper  Financial  Services  36 
Kendall  Square  Research  68 
KeyCorp (KEY)  49 
Kiwi  International  Air  Lines  64 
Kurzweil  Applied  Intelligence 
(KIJRZE)  68 


Legg  Mason  Wood  Walker  36 
Lehman  Brothers  (LEH)  36,  54,  63 
Leica  188 
Lens  68 

Leslie  Fay  (LES)  68 
LG  Electronics  24 
LG  Semiconductor  148 
Little  Brown  (TWX)  186 
UR  Redbook  Research  39 
Lotus  Development  154 

M 


Macmillan  188 
MacylR.H.)  17 
Management  Horizons  39 
Marriott  (MAR)  154 
Marsh  &  McLennan  (MMC)  175 
Matsushita  Electric  Industrial 
(MC)  148 

McGraw-Hill  (MHP)  199 
MCI  Communications  (MCIC)  75 
McKinsey  44, 1 54 
Mercedes-Benz  (DAI)  154 
Merrill  Lynch  (MER)  60,154,162 
Meyer  (Fred)  (FMY)  154 
Microcontroller  Technologies  148 
Microsoft  (MSFT)  24,49.132,154, 
162 

Milberg  Weiss  Bershad  Hynes  & 
Lerach  68 
Milestone  193 
MiniScnbe  68 
Mitsubishi  148 
MMS  International  (MHP)  199 
Morgan  Stanley  (MS)  60,  154 
Momingstar  166 
Motorola  (MOT)  148 
MSNBC  75 

N 


National  Medical  Care  (GRA)  46 

National  Semiconductor  (NSM)  148 

Nations  Air  Express  64 

NationsBank  (NB)  162 

NBC  (GE)  75 

NEC  (NIPNY)  148 

New  Era  68 

News  Corp  (NWS)  75 

Nickelodeon  (VIA)  75 

Norwest(NOB)  168 

Nynex(NYN)  12 


Odyssey  Golf  188 
Oracle  (ORCL)  176 
Owl  193 


Pacific  Jazz  193 
PanEnergy  (PEL)  49 
Phar-Mor  68 

Philip  Morris  (MO)  166,176 
Philips  Electronics  (PHG)  24, 148 
Philips  Media  192 
Postcards  193 
Power  Computing  49 
Price  Waterhouse  132 
Procter  &  Gamble  (PG)  42, 154 
Proton  56 

Puma  Technologies  24 


Quaker  Fabric  54 
QVC  6 


Rach  8 

Ralcorp  (RAH)  46 
Raytheon  (RTN)  46 
RCA  193 
Reno  Air  64 
Rizzoli  186 
RJR  Nabisco  (RN)  II 
Roberts  Roach  64 
Rockwell  Intemation; 
Rothschild  46 
Rubbermaid  (RBD) 

S 


to  Ki 


,8 


Salmon  (Kurt)  39 
Salomon  Brothers 
Samsung  8, 148 
Scoremaster 
SGS-Thomson  148 
Sharp  24 

Sherwin-Williams  (Sr|fcfe 
Sonat(SNT)  176 
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U.S.  MARKETS 

Latest 

Week 

52-week 

Dow  Jones  Industrials 

6528.4 

2.0 

29.3 

NASDAQ  Combined  Composite 

1281.2 

1.5 

24.4 

S&P  MidCap  400 

255.5 

1.2 

19.4 

S&P  SmallCap  600 

142.7 

1.6 

22.3 

S&P  SuperComposite  1500 

162.5 

1.8 

25.1 
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SECTORS 

Latest 

%  change 
Week  52-week 

Bloomberg  Information  Age 

233.6 

2.4 

21.0 

S&P  Financials 

84.4 

3.0 

39.8 

S&P  Utilities 

201.6 

0.0 

6.6 

PSE  Technology 

245.3 

2.5 

NA 

FOREIGN  MARKETS 

Latest 

%  change 
Week  52-week 

London  (FT-SE  100) 

4068.4 

2.3 

12.3 

Frankfurt  (DAX) 

2810.6 

1.7 

27.9 

Tokyo  (NIKKEI  225) 

21,418.3 

2.2 

17.6 

Hong  Kong  (Hang  Seng) 

13,485.3 

3.3 

42.1 

Toronto  (TSE  300) 

5975.6 

1.2 

27.9 

Mexico  City  (IPC) 

3271.6 

-2.6 

27.0 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.91  % 

1.95% 

2.46% 

S&P  500  P/E  Ratio  (Last  12  mos. 

)  21.0 

20.5 

17.2 

S&P  500  P/E  Ratio  (Next  1 2  mos.)     1 6.6 

16.2 

NA 

First  Call  Earnings  Revision 

-0.86% 

-0.06% 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

757.0 

666.8 

Positive 

Stocks  above  200-day  average 

66.0% 

64.0% 

Neutral 

Options:  Put/call  ratio 

0.54 

0.56 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.80 

1.78 

Positive 

BEST-PERFORMING 
GROUPS 


Last 
month  % 


Last  12 
months  % 


Data:  Bloomberg  Financial  Markets;  First  Call  Corp. 


Computer  Systems 

Semiconductors 

HMOs 

Invest.  Banking/Brok. 
Broadcasting 


17.8 
16.8 
15.7 
15.4 
14.6 


Oil  &  Gas  Drilling 
Shoes 

Personal  Loans 
Oil-Well  Equip.  &  Svcs. 
Money  Center  Banks 


WORST-PERFORMING  Last 
GROUPS  month  % 


151.8 
70.8 
54.4 
54.2 
52.9 

Last  12 
months  % 


Shoes  -9.3 

Manufactured  Housing  -7.6 

Genl.  Merchandise  Chains  -2.1 

Engineering  &  Constr.  -2.0 

Publishing  -1.2 


Trucking 
Machine  Tools 
Broadcasting 
Long-Dist.  Telecomm. 
Steel 


-33.6 
-21.1 
-17.6 
-7.8 
-7.2 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

MFS  Communications 

485/8 

-13/4 

Fila  Holding-ADR 

75 '/2 

-6'/4 

Wal-Mart  Stores 

25'/2 

-13/4 

Ventritex 

225/8 

-'/2 

APAC  Teleservices 

453/s 

-"/16 

Telefonos  de  Mexico-ADR 

295/8 

-1  Vs 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Microsoft 

153  72 

167/8 

Cisco  Systems 

673/8 

9'/2 

U.S.  Robotics 

71 

4*4 

Oracle 

49  3/4 

7'/4 

Informix 

22% 

l'/4 

Staples 

20  Vs 

7/8 
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:  1541.94 
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ige       1 -week  change 

-0.3% 
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.FUNDS 


KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


MONEY  MARKET  FUNDS 

4.94 

4.94 

NA 

90-OAY  TREASURY  BILLS 

5.18 

5.17 

5.50 

6-MONTH  BANK  CDS 

5.28 

5.26 

5.49 

1-YEAR  TREASURY  NOTES 

5.43 

5.40 

5.41 

10-YEAR  TREASURY  BONDS 

6.13 

6.17 

5.88 

30-YEAR  TREASURY  BONDS 

6.42 

6.44 

6.23 

LONG-TERM  AA  INDUSTRIALS 

696 

6.96 

6.87 

LONG-TERM  BBB  INDUSTRIALS 

7.41 

7.39 

7.25 

LONG-TERM  AA  TELEPHONES 

7.12 

7.13 

7.16 

BLOOMBERG  MUNI  YIELD  EQUIVALENTS 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds 
assuming  a  31%  federal  tax  rate 


10-yr.  bond 
Latest  Last 
week  week 


30-yr.  bond 
Latest  Last 
week  week 


GENERAL  OBLIGATIONS 


4.72%     4.78%      5.36%  5.42% 


EQUITY  FUNDS 


PERCENT  OF  TREASURIES 

77.00 

78.00 

83.24 

84.63 

TAXABLE  EQUIVALENT 

6.84 

6.93 

7.77 

7.86 

INSURED  REVENUE  BONDS 

4.84 

4.93 

5.60 

5.65 

PERCENT  OF  TREASURIES 

78.96 

80.42 

86.96 

88.22 

TAXABLE  EQUIVALENT 

7.01 

7.14 

8.12 

8.19 

EQUITY  FUND 

OBJECTIVES 

ngstar,  Inc. 


Jity 

Leaders 

Laggards 

Leaders 

Laggards 

n 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

36 

Fidelity  Sel.  Air  Trans. 

15.6 

Matthews  Korea 

-9.4 

Specialty-Financial 

8.9 

Specialty-Precious  Metals 

-2.1 

30 

Steadman  American  Ind. 

15.3 

Premier  Strat.  Growth  A 

-8.8 

Specialty-Technology 

8  9 

Diversified  Emerging  Market 

2.3 

Fidelity  Sel.  Electronics 

14.5 

Rydex  Ursa 

-7.6 

Growth  and  Income 

7.7 

Small  Company 

2.5 

24 

White  Oak  Growth  Stock 

14.4 

Prudent  Bear 

-7.1 

Equity-Income 

6.3 

Specialty-Health 

2.6 

Fidelity  Sel.  Technology 

13.6 

American  Heritage 

-6.8 

Growth 

6.3 

Maximum  Growth 

2.9 

18 

Leaders 

Laggards 

Leaders 

Laggards 

12 

52-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

State  St.  Res.  Glob  Res.  A 

84.4 

Matthews  Korea 

-28.9 

Specialty-Natural  Resources  38.6 

Specialty-Communication 

11.7 

-  6 

Fidelity  Sel.  Energy  Serv. 

69.1 

Steadman  Technology  Grth. 

-25.2 

Specialty-Financial 

32.4 

Pacific 

13.6 

Interactive  Inv.  Tech  Val. 

68.0 

United  Svcs.  Gold  Shares 

-17.1 

Specialty-Real  Estate 

29.6 

Specialty-Utilities 

14.9 

Dreyfus  Aggressive  Value 

61.9 

Rydex  Ursa 

-16.3 

Growth  and  Income 

25.7 

Diversified  Emerging  Market 

15.9 

PBHG  Technology  &  Commun.  57.5 

Bhirud  Mid  Cap  Growth 

-15.7 

Growth 

23.4 

Asset  Allocation 

16.2 

if  market  close  Tuesday,  Nov.  26,  1996,  unless  otherwise  indicated.  Industry  groups  sis.  and  mutual  fund  returns  are  as  of  Nov.  25.  For  a  more  detailed  explanation,  write  to  us  or  E- 
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Editorials 


WHAT  THE  STOCK 
MARKET  IS  TELLING  US 

On  Thanksgiving  two  years  ago,  the  Dow  Jones  industrial  av- 
erage stood  at  3674.  Since  then,  the  market  has  risen  by 
about  2800  points,  over  500  just  in  November.  The  market  has 
moved  so  far  so  fast  that  it  has  investors,  brokers,  and  Federal 
Reserve  policymakers  wondering  if  it  might  be  careening  out  of 
control  and  heading  for  a  crash.  We  offer  an  alternative  expla- 
nation for  the  market's  rise,  plus  a  few  words  of  calm  (page  36). 

It  just  may  be  that  the  collective  wisdom  of  millions  of 
buyers  and  sellers  represented  in  the  stock  market  mea- 
sures the  strength  of  the  U.  S.  economy  more  accurately 
than  official  government  statistics.  The  Boskin  Commission 
will  soon  report  that  inflation  is  really  one  percentage  point 
lower  than  the  consumer  price  index  currently  shows  (2% 
rather  than  3%)  and  has  been  for  well  over  a  decade.  That 
means  that  the  economy  has  been  growing  at  closer  to  3%  to 
3.5%  than  2%  to  2.5%,  and  productivity  has  been  rising  sig- 
nificantly instead  of  stagnating.  If  economic  growth  is  actually 
higher  and  inflation  lower  than  the  official  numbers  show,  then 
the  market  just  may  be  valuing  itself  correctly.  In  this  in- 
vestment-led expansion,  profits  have  done  splendidly.  But  if  in- 
flation has  actually  been  lower  than  commonly  perceived, 
the  quality  of  those  profits  is  much  higher  than  in  previous 
periods.  There  are  few  inflation-generated  inventory  profits  to 
be  seen  anywhere,  and  that's  worth  a  lot  in  a  stock's  price. 

Then,  of  course,  there's  the  New  Economy  factor.  This  is 
the  first  expansion  where  globalization,  Information  Age 
technology,  and  shrinking  government  have  combined  to  add 
new  fuel  to  growth.  International  competition  keeps  infla- 
tion low,  overseas  markets  boost  sales,  new  information  in- 
dustries drive  exports,  and  growth  and  curbs  on  govern- 
ment spending  and  taxation  lower  interest  rates  and  increase 
the  supply  of  capital.  Pretty  nifty.  In  fact,  there  just  may  be 
a  New  Economy  Nifty  Fifty  group  of  U.  S.  companies  emerg- 
ing to  lead  the  way  to  the  top  of  the  stock  market. 

This  doesn't  mean  that  the  business  cycle  is  history  and 
that  the  market  will  never  fall.  But  when  the  inevitable 
stock  market  correction  does  come,  it  won't  signal  the  end  of 
the  world.  It  won't  even  mean  the  market  is  wrong  in  valuing 
stocks  so  high.  A  correction,  when  it  comes,  may  simply  be 
the  pause  that  refreshes  on  the  way  to  10,000  in  2000. 

AGAINST  THE  NAFTA 
NAYSAYERS 


Don't  look  now,  but  the  U.  S.  is  running  a  huge  $40  billion 
trade  deficit  with  its  nafta  partners,  just  as  big  as  its 
deficit  with  China  and  nearly  as  large  as  the  one  with  Japan. 
Were  Ross  Perot  and  Pat  Buchanan  right  in  blasting  the 
North  American  Free  Trade  Agreement  as  a  job  killer  for 


American  workers?  Well,  not  so  fast.  There'?  plenty  otf 
mation  in  the  numbers  to  show  that  free  trade  conrjOf. 
benefit  America,  even  as  it  helps  Mexico  and  Canada  (pip 

Let's  go  to  the  tape.  Tine,  the  nafta  deficit  is  up  fiftifi 
since  1992,  but  not  because  of  closed  markets  or  an  inality  i 
the  U.  S.  to  export.  For  1996,  U.  S.  exports  to  Mexico  jjt  I 
are  up  20%;  for  Canada,  they're  up  7.5%  The  real  pro*  i 
that  Mexico  has  been  in  deep  recession  for  two  years  and*  I 
emerging.  In  the  past  quarter,  gross  domestic  product!? 
strong  7.4%.  Exports  of  U.  S.  goods  will  rise  sharply  as  n 
grows  faster,  cutting  the  trade  deficit  significantly. 

The  trade  deficit  with  Canada  is  more  complicated  npt 
of  the  U.  S.-Canada  Auto  Pact.  The  U.  S.  is  ranningpi 
billion  annual  deficit  for  1996  with  Canada  on  cars  alone  ms 
duction  is  shipped  to  the  lower-cost  North.  Still,  a  weani 
dian  economy  is  beginning  to  turn  around,  and  Sepfcl 
showed  a  5.6%  jump  in  imports  and  a  1.1%  drop  in  ewi 
Next  year  will  probably  show  a  drop  in  the  trade  defio 

nafta  bashers  will  no  doubt  take  advantage  of  thov 
numbers  to  try  to  stop  the  expansion  of  xafta.  ThatB 
be  a  serious  mistake.  In  a  truly  free  market,  such  as  p 
trade  surpluses  and  deficits  rise  and  fall,  but  ovefl 
everyone  benefits. 

THE  U.S.  AS  POWER 
BROKER  IN  ASIA  j 

After  years  of  denouncing  the  U.  S.  as  a  declining  jwu 
governments  from  Singapore  to  Beijing  are  beginat?  i 
realize  that  America  may  be  essential  to  peace  andpra 
perity  in  the  region.  This  is  an  historical  opportunity 
Washington  should  not  miss.  By  embracing  a  balance-ol» 
er  foreign  policy  model,  the  U.  S.  can  play  a  pivotal  k 
21st  century  Asia  while  furtheiing  its  own  national  mtfSi 
Here's  the  deal.  In  a  region  life  with  territorial  diarte 
historic  animosities,  and  economic  rivalries,  the  U.Sjpi 
\ides  the  force  majeure.  It  protects  Southeast  Asis'" 
China's  suzerainty,  reassures  China  against  resurgent  .pa 
ese  militarism,  brokers  Korean  unification,  and  so  fort 
The  price  for  the  deal?  The  gradual  dismantling  I 
mercantile  capitalism,  replacing  it  with  a  truly  free-ri 
system.  A  balance-of-power  foreign  policy  offers  Was!  ! 
a  strategy  to  solve  what  is  emerging  as  America's  last  re 
remaining  macroeconomic  problem — its  chronic  trade  ip 
The  U.S.  cannot  continue  amassing  huge  deficits  andei 
without  serious  consequences.  Exports  now  account  foi  I 
than  30%  of  all  growth  in  gross  domestic  product.  An;tii: 
that  impedes  exports  does  serious  harm  to  U.S.  prosp'.' 

President  Clinton's  decision  at  the  recent  apec  confer 
to  have  regular  high-level  meetings  with  Chinese  Preit 
Jiang  Zemin  can  be  a  first  step  in  playing  the  balance-ox 
er  game  in  Asia.  The  U.  S.  should  lead  China  into  I 
but  only  in  exchange  for  a  gradually  lowering  of  meres  V 
barriers.  Beijing  also  gets  something  extra — Washino 
assurance  on  mitigating  Japan's  rise  as  a  military  pow. 
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me  to  the  Age  of  Multimedia.  An 
i  the  barriers  of  time  and  space 
lger  exist.  An  age  where  people 
osite  sides  of  the  world  will  be 
immunicate  face-to-face. 
C,  we've  positioned  ourselves  to 
je  leader  at  this  turning  point  in 
/e're  the  only  high-tech  company 
s  among  the  top  five  in  all  three 
imedia  technologies  -  semicon- 

996 


FINALLY,  A  VISION 
OF  MULTIMEDIA 
THAT  LINKS  MORE 

THAN  JUST 
WORDS,  PICTURES 
AND  SOUNDS. 


ductors,  computers  and  communications. 
In  fact,  we  hold  over  29,000  patents  on 
everything  from  DRAM  chips  to  portable 
satellite  phones. 

To  learn  more,  call  1-800-338-9549 
or  reach  us  on  the  Internet  at  http:// 
www.nec.com. 


just  imagine 

\  E  C    M  U  L  T  I  M  E  U  I  \ 


Whether  it's  wending  its  way  through  a  hairpin 
turn  or  sitting  at  a  stop  light,  the  new  Dodge  Intrepid 
Sport  is  alw  ays  thinking.  Its  39  data  sensors  are 
cons  tan  tl\  >  gt  i  the  ring 
information  about 
various  systems. 
And  as  many  as 

seven  onboard  computers  use  that  data  to  make 
calculations  w  hich  can  enhance  Intrepid's 
performance,  safety  and  passenger  comfort. 

In  fact.  Intrepid's  sophisticated  computer 
network  can  process  over  24  million  bits 
of  information  per  second.  Which  means  it 
can  choose  shift  points  for  optimum  fuel 
economy,  turn  off  interior  lights  if  a  door 
is  left  ajar,  or  check  the  status  of  the 
available  and -lock  brakes... all  without 
you  giving  those  things  a  second  thought 

For  still  more  information,  call 
1-800-4-A-DODGE  or  visit  our 
Web  site  at  http://www.4adodge.com 


Always  wear  your  seat  heir 


CONOMY  io"w ESS™     JAPAN  Secession?  SMALL  VIL  opposite  page 74 
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©1996  Hewlett  Packard  Company 


Electronic  business  is  a  gold  mine. 
Stake  your  claim. 

What  company  provides  your 
Internet  solutions? 


Now   is   the   time   to   take   your   business   to  the 
net.    Enter   Hewlett-Packard.    Wo   have  exactly 
what    y  ii  ii    n  e  e  il    l  <>   c  a  t  ap  u  1 1    y  o  u  r   business   i  n  1  o 
this   exciting   new   a  r  e  n  a     P  r  o  duels.    P  a  r  t  n  e  r  s  . 
Consulting.    E  x  p  e  r  t  i  s  e  .    S  o  1  u  t  i  o  n  s   w  h  i  c  h  set 
new  standards   for  security,   scalability  and 
in  a  n  a  g  e  a  t>  l  I  i  t  y      VV  e  '  i  e    li  e  1  p  i  n  g    in  o  v  e    e  o  m  p  a  u  i  e  S 
o  nt  n    t  h  o    net  —  a  n  il    w  e    will    < I  < >    I  Ii  e    s  a  111  e    I  <>  1    y  o  u 


Hewlett-Packard    Internet  Solutions 


A  lot  of  cars  say  that  you've  arrived.  But  we 
thought  you  might  find  it  more  invigorating 
to  drive  one  that  says  you  don't  particularly 
care  when  you  arrive.  The  Mercedes-Benz 
SL  Coupe/Roadster.  One  of  its  most  notable 
characteristics  is  the  ability  to  make  any 
paved  road  a  destination  in  itself.  Toward 
this  end,  it  features  a  5-speed  driver-adap- 
tive automatic  transmission,  our  advanced 
Automatic  Traction  Control  (ASR),  and, 
for  that  all-important  road  music,  an  all- 
amazing  Bose  Acoustimass®  sound  system. 
We  even  offer  a  panorama  roof*  that's  open 
to  sunshine  and  scenery,  yet  closed  to 
nature's  more  undesirable  elements.  Rain, 
for  instance.  And  the  calling  cards  of 
certain  low-flying  birds.  To  find  out 
more,  call  1-800-FOR-MERCEDES.  Or  make 
your  next  destination  an  authorized 
Mercedes-Benz  dealer.  Where  to  after  that? 
Who  cares? 
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SLUGFESTS 

WELCOME  TO 
THE  CLUB,  ROY 

ROY  ROBERTS,  GENERAL 
Motors'  top-ranking  African 
American,  finally  has  made  it 
into  the  posh  Bloomfield  Hills 
Country  Club  outside 
Detroit.  The  club  snubbed 
him  when  he  first  applied  in 
1994.  But  its  super-secret 
admissions  committee  gave 
gm  Veep  Roberts  the  O.K.  on 
Dec.  3,  according  to  people 
close  to  the  club. 

There  was  plenty  of  pres- 
sure on  Bloomfield  Hills.  Af- 
ter Roberts'  1994  rejection, 
gm  Chairman  Jack  Smith  and 
cfo  Michael  Losh  quit  in 
protest.  Now,  Smith  is  likely 


TALK  SHOW  "He  was  doing  his  best  to  break  the  Japai 
hold  on  the  lysine  market.)) — Reid  Weingarten,  lawyer  for 
Terrance  Wilson,one  of  two  indicted  former  Archer  Daniels  Midi , 
execs.  They  claim  adm  didn 't  fix  prices  with  the  Japanese 


GM's  ROBERTS:  Rejected  first  time 


to  return,  say  the  club 
sources.  Roberts'  admission 
also  averts  the  exodus  of  oth- 
er Detroit  big  shots  that  was 
expected  if  he  had  been  twice 
denied. 

Club  leaders  encouraged 


Roberts,  who  declined  to 
comment,  to  reapply.  The 
club  also  plans,  the 
sources  say,  to  induct 
a  bank  executive  who 
would  be  the  club's 
third  black  member. 
gm,  which  angered 
some  members  by  as- 
suming it  could  push 
through  Roberts  on 
his  first  try,  didn't 
take  any  chances  on 
Round  2.  Two  blue- 
chip  members  — 
Penske  Transportation 
ceo  Roger  Penske 
"  and  senior  gm  exec 
J.  T.  Battenberg  III — spon- 
sored Roberts.  Backers  or- 
chestrated get-acquainted 
cocktail  parties  and  encour- 
aged friends  to  write  recom- 
mendation letters.  Kathleen 
Kerwin  and  Keith  Naughton 


MOTOWN 

FORD  BUYS  A 
USED-CAR  CONCEPT 

ford  motor  is  giving  in 
to  the  used-car  super 
store  phenomenon. 
The  company, 
which  like  its 
crosstown  rivals 
previously 
shunned  the  trend,  will  soon 
announce  plans  to  provide 
big-time  capital  to  Driver's 
Mart  Worldwide.  A  year  ago, 
Chrysler  awarded  a  new-car 
franchise  to  a  CarMax  outlet 


in  Atlanta,  outraging  tradi- 
tional dealers  who  compete 
with  these  superstore  chains. 

The  latest  deal  shouldn't 
rile  Ford  dealei-s  because  Dri- 


ver's Mail  is  the  creation 
of  21  megadealers,  some  of 
them  Ford  franchisees.  And 
Driver's  Mart,  which  plans  to 
open  25  stores  by  1998,  was 
formed  to  tackle  the  rise  of 


publicly  held  outfits  such  as 
Circuit  City's  CarMax. 

Plus,  Driver's  Mart  should 
be  a  good  business  opportu- 
nity for  Ford,  say  industry 
experts.  Ford's  primus  fi- 
nancing unit  will  offer  up  to 
$250  million  in  construc- 
tion and  inventory  loans 
to  Driver's  Mart  dealers 
and  will  provide  as  much 
as  $150  million  yearly  for 
customer  leasing  deals.  By 
backing  Driver's  Mart,  Ford, 
which  wouldn't  comment,  is 
signaling  that  superstores  are 
here  to  stay.  5(7/  Vlasic 
and  David  Greising 


HONCHOS 

NETSCAPE'S  MAN 
ADDS  A  NEW  GIG  

YOU   WOULD   THINK  JAMES 

Clark  would  be  satisfied. 
After  all,  he  has  already 
founded  two  successful  start- 
ups (Silicon  Graphics  and 
Netscape  Communications) 
and  a  third  promising  ven- 
ture (health-information  out- 
fit Healtheon).  But  now  he 
has  launched  Palo  Alto 
(Calif.)-based  Seascape  Com- 
munications, focused  on 


developing  software 
for  financial  plan- 
ning and — an  incon- 
gruous pairing — 
boat  operations. 

Staffed  with  just 
five  programmers. 
Seascape  for  now, 
at  least,  appears  to 
be  more  fun  than 
business.  The  boat- 
software  project 
grew  out  of  Clark's  efforts  to 
outfit  his  own  craft  with 
home-theater,  navigation,  and 
other  gear.  Arid  he's  targeting 
financial  management  soft- 


CLARK:  Fun  job 


ware  "because  I 
have  such  a  compli- 
cated financial  life." 
Clark,  who  is  doing 
some  of  the  pro- 
gramming himself, 
expects  to  "spin  a 
couple  of  compa- 
nies" out  of  Sea- 
scape, although  he's 
unsure  when  or 
precisely  what  com- 
mercial products  might  result. 
Besides,  he  still  has  his  hands 
full:  He  remains  chairman 
of  both  Netscape  and 
Healtheon.      Robert  D.  Hof 


THE  FUND  FRONT 

A  FALSE  ALARM  01 
SURPRISE  TAXES 


AS  THE   DOW  HAS  SOP 

stock  mutual-fund  inve 
have  gotten  nervous  u 
ungodly  tax  bills  from  u: 
ally  large  yearend  cal 
gains  distributions.  Fea 
The  typical  fund  owner'!' 
able  capital  gain  shou 
significantly  lower  ths 
1995. 

There  has  been  a  1 
buzz  to  suggest  fat 
(hence,  fat  tax  bills)  ai 
the  way.  Many  funds  ha\ 
tified  investors  to  watc 

MUTUAL  FUND  CAPI1 
GAINS  DISTRIBUTION 


BILLIONS 
OF  DOLLARS 


'93       '94       '95  '961 
DATA  INVESTMENT  COMPANY  INSTITUTE* 

for  sizable  distributions  - 
proceeds  from  a  fund's 
ing  profits,  com  Mutual  li 
for  instance,  recently  pe.. 
its  one  at  $2.89  per  s'itj 
more  than  triple  last  ye. 

But  the  overall  pictu; 
less  rosy.  Based  on  fi^i 
from  the  Investment  I 
ny  Institute  trade  gu 
business  week  estin 
that  the  net  realized  c; 
gains  by  all  equity  f 
through  1996's  first  11  m> 
were  $32  billion.  In 
however,  gains  total* 
record  $54.6  billion. 

Why  the  1996  drop?  la 
ly,  a  less  spectacular 
market.  In  '95,  stock  m 
funds  rose  nearly  30%  o 
erage.  For  1996  througl 
month,  funds  were  up  ? 
This  year's  rally  has 
concentrated   in  largt 
stocks.  Mutual  funds  tei 
be  heavily  into  smaller-c; 
sues.  Owen  Ullrff 

and  Jeffrey  M.  Ladernu 
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lere  can  I  find  intelligent  life  on  the  Net? 


The  Net.  The  new 

It  launches  some  Infoseek  provides 

people  into  new  levels  of  many  features  that  keep 

productivity.  It  leaves  others  you  personally  abreast  of  all 
spinning  in  circles  wasting  the  latest  developments  in 

their  time  searching 

o 

The  Tree 


for  answers  to  even 
simple  questions. 
Why?  Perhaps  it's 
where  you  cuter  the 
"Jet.  At  Infoseek, 
m  will  find 
in  tell  ipent 
f  information 
ice  that  lets 
ask  questions 
lain  English. 
,  "What  the 
is  SDRAM?" 
id  you  will 
1  the  answer 
mi  re  looking  for. 
Soon  you  will  find 
yourself  working 
faster  and  smarter 
than  ever.  And  while 
other  people  spend  hours 
searching  in  vain 


Intelligent 
Information 
Service 

Ultrasmart 
Search  in  eon  I  est 
by  question,  phrase 
or  topic  of  choice. 

Ultra  seek 
Really,  really  fast 
answers  to  your 
toughest  questions. 

News  Center 
You  personalise  it. 
It  will  update  itself. 

Smart  Info  

It  puts  everything 
at  your  fingertips. 
Stoeks,  addresses, 
driving  directions, 
maps  and  more. 


whatever  subjects  or 
activities  you  want  to 
know  about.  Stocks. 
Mortgage  rates.  Pro 
sports.  Technology. 
Music.  You  name 
it.  Tell  Infoseek 
the  areas  you  're 
interested  in  and 
it  keeps  you  in 
the  know  with  a 
steady  stream  of 
the  most  relevant, 
up-to-the-minute 
information  you 
can  act  on.  It  is 


©  1996  Intoseek  Corporation 


your  very  own 
personalised  news 
and  information 
service.  And  further 
proof  that  there  is 
indeed  intelligent  life 
you'll  on  the  Net.  Check  it  out 

be  ahead  of  the  learning  curve,  for  yourself.  You'll  find  us  at 
And  hey,  that's  just  half   www. infoseek.com.  May 
of  the  remarkable    we  politely  suggest  a 

******  bwkmark?  ©infoseek 

proof  of  intelligent  life  on  the  net 
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DRAWN  &  QUARTERED 


VOX  POPULI 


WANTED:  YOUR  TWO  BITS'  WORTH 


SO  WHAT  DO  YOU 

think,  anyway? 
Here    is  Up 
Front's  annu 
al  Reader 
Survey.  ~* 
E-mail  us 
at  bwsurvey@ 
businessweek. 
com.  Or  fax  us 
212  512-3344.  And  then 
there's  snail  mail.  Our 
mailing  address  is:  Up 

1.  The  chances  of  Presi- 
dent Clinton  and  the 
GOP-led  Congress  agree- 
ing on  a  long-term  bud- 
get-balancing plan  are: 
□  Good     □  Fair     □  Poor 

2.  Will  there  be  a  recession 
in  the  next  year? 

□  Yes     □  No 
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Reader  Survey, 
c/o  Lisa  Sanders, 

BUSINESS 
WEEK,  1221 

Avenue  of 
the  Amer- 
icas, 39th 
Floor,  New 
York,  N.Y., 
10020. 
Please  reply  by  Dec. 
17  and  we  will  report 
the  results. 

A  recession  within  the 
next  two  years? 
□  Yes     □  No 


3.  If  a  recession  does 
hit,  will  it  be 

□  Modest     □  Severe 

4.  Do  you  surf  the  Web? 

□  Yes     □  No 


m  jo 

IDC. 


'X  *  efcfcE  CD; 

FIRST. 


5.  Sunbeam  ceo  Al  Dunlap 
is  a 

□  Hero     □  Villain 

6.  Fill  in  the  blank: 
The  next  Microsoft  is 


7.  Fill  in  the  blank: 
The  high  point  for  the  Dow 
Jones  industrial  average  in 
1997  will  be 


BOOZE  NEWS 

BURGUNDY  COULD 
GET  TIGHT  AGAIN 

BURGUNDY  IS  BACK.  AFTER 

five  years  of  depressed  prices 
for  the  creme  de  la  creme  of 
French  wines,  auction  prices 
are  up  12%  over  1995's  show- 
ing, with  Burgundy  exports 
expected  to  rise  8%  in  1996, 
to  $520  million. 

Burgundy  prices  crashed 
in  1990  amid  consumers'  com- 
plaints about  paying  too 
much  for  uneven  quality.  But 
a  good  1996  harvest  and  a 
new  generation  of  growers 


and  small 
merchants 
have  improved 
the  wines'  rep- 
utation. With 
prices  down 
by  as  much  as 
half  from  1990 
highs,  "for- 
eigners per- 
ceive them  as 
much  more 
reasonable," 
says  Louis 
Trebuchet,  ~ 
president  of  the  Bureau  In- 
terprofessionnel  des  Vins  de 
Bourgogne  industry  group. 
Indeed,   another  giddy 


ON  THE  VINE 


price  spiral 
may  be 
shaping  up. 
Wealthy  for- 
eigners can 
not  get  enough 
of  white  Meur- 
sault  and 
Puligny-Mon- 
trachet  grands 
cms,  at  $150- 
plus  per  bot- 
tle. Supplies 
Better  quality  are  even  tight- 
"  ening  for  the 
bargain  (as  little  as  $8) 
Chardonnays  and  Pinot  Noirs 
from  the  region's  top-rated 
growers.    William  Echikson 


THE  BIG  PICTURE 


SLACKER  SANTAS  In  1995,  many  consumers  waited  until  the  week  before 
Christmas  to  shop  for  the  holidays.  Experts  believe  a  similar  pattern  will  emerge  this 
year.  Retailers  forecast  biggest  demand  in  jewelry,  toys,  and  video  games  and  CDs. 

WEEKLY  SHARE  OF  1995  HOLIDAY  SALES 


DATA  INTERNATIONAL  COUNCIL  OF  SHOPPING  CENTERS 


IN  FROM  THE  COLD 

A  WARNING  LABI 
FOR  SPOOKS 

THE  CIA  IS  TELLING  REj 

from  the  get-go  that  i 
life  isn't  always  pie 
With  the  agency  reelin 
scandal  after  scandal,  i 
recruitment  brochure,  | 
to  a  select  few, 
has  some  in 
triguing 
caveats. 

This 
brochure 
tells  the 
prospective 
spooks  that  a 
successful  career 
in  operations  "is  impjsit 
without  flexibility,  a  sese« 
perspective,  and  h«p 
Then  comes  this  word  c 
tion:  "If  there  is  any  nof> 
sion  in  which  'Murphy's  Lf 
can  apply,  it  is  certain!  t) 
of  clandestine  operao: 
where  so  many  elemer;  i 
unknown  and  uncontijle1 
Translation:  Spy  woriis 
dicey  business. 

The  warning  was  vitt 
into  the  brochure  aft*  t 
1994  guilty  plea  of  CI  o: 
cer  and  Soviet  mole 
Ames,  who  is  said  tcia 
caused  the  deaths  oini 
Russians  who  helped  tn  C 
However,  it  was  :BU 
before  Harold  Nich(b 
mid-November  are 
on  charges  of  vadi 
secrets  to  Moscovj  C 
spokesman  David  Gri 
ian  says  that  ther> 
link  between  the  sc  id 
and  the  language  :  t 
brochure.  Wilson  Dizal  ■ 


FOOTNOTES  CEOs  who  believe  their  business  exceeded  or  lived  up  to  their  expectations  in  1996,  78%;  in  1995,  71  % 
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You  have  12  minutes  to  make  changes  on  a  thousand  copies. 
Is  now  a  good  time  to  talk  copying  systems? 


anon  U  SA,  Inc.  J! 


you  to  a  better 
way  to  meet  the 
business  challenges  you  face,  everyday. 
Company-wide  meetings.  Last  minute 
changes.  Fast  turnarounds.  So  what's 
the  solution?  The  Corporate  Line  of 
high-volume  copiers  from  Canon. 

In  today's  fast-paced  business 
environment,  you  need  the  most 
advanced  systems  to  simplify  your 
operation.  That's  where  The  Corporate 
Line  comes  in.  Our  high  performance 
copiers  and  copier/duplicators  give  you 
the  power  and  speed  you  need  in  a 
central  reproduction  environment.  And 
yet  they're  so  user-friendly,  they  can 
be  utilized  as  walk-up  copiers.  Plus, 
with  superior  image  quality  and  finish- 
ing capabilities,  you'll  see  the  impact 
our  Corporate  Line  copiers  can  make 
on  your  productivity  -  immediately. 

And  no  matter  which  Corporate 
Line  copier  you  choose,  you  can 
expect  the  reliability  and  durability 
that  has  made  Canon  the  industry 
leader  for  the  last  14  years.  Each 
machine  is  specifically  designed  to 
maximize  your  company's  produc- 
tivity and  efficiency. 

So  for  high-volume  document 
processing,  there's  no  debate  -  we 
have  the  systems  that  are  the 
solution.  The  Corporate  Line  of  high- 
volume  copiers.  For  more  information, 
call  1  -800-OK-CANON  anytime,  or 
visit  us  at  http://www.usa.canon.com 
on  the  Web. 
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SOUNDING  OFF  ON  THE  BEST 

AND  WORST  BOARDS  

Your  article  "The  best  and  worst 
boards"  (Cover  Story,  Nov.  25)  makes  a 
significant  contribution  to  the  corpo- 
rate governance  field.  The  article  clear- 
ly describes  the  major  forces  causing 
boardroom  reform,  and  it  provides  a 
very  useful  outline  of  best  practices 
for  boards.  It  is  clear  that  corporate 
boards  must  move  beyond  their  tradi- 
tional monitoring  role  to  take  on  addi- 
tional oversight  responsibilities  relat- 
ed to  strategic  planning  and  risk 
management.  The  education  of  direc- 
tors will  be  critical  as  boards  expand 
their  responsibilities. 

We  fully  support  your  efforts  to  mea- 
sure board  performance,  and  we  applaud 
the  National  Association  of  Corporate 
Directors'  coiu'ageous  new  guidelines  on 
director  professionalism.  As  the  corpo- 
rate governance  revolution  continues, 
we  hope  that  one  additional  reform  will 
be  more  widely  adopted — splitting  the 
roles  of  ceo  and  board  chairman.  Until 
these  roles  are  separated,  many  compa- 
nies will  continue  to  place  too  much  pow- 
er in  one  person's  hands. 

Dana  R.  Hermanson 
Corporate  Governance  Center 
Coles  School  of  Business 
Kennesaw  State  University 
Kennesaw,  Ga. 

John  A.  Byrne  has  clearly  stepped 
heavily  on  the  sore  toe  of  Corporate 
America,  which  may  not  be  aware  of 
that  sore  toe  after  many  years  of  walk- 
ing funny. 

I  have  no  quarrel  with  your  guide- 
lines for  corporate  boards.  However, 
you  include  a  couple  of  requirements 
that  may  be  too  restrictive  and  one  that 
is  not  restrictive  enough. 

Directors'  fees  should  not  be  paid  ex- 
clusively in  stock.  Nor  should  service  be 
limited  to  those  under  70  years  of  age. 
There  is  not  enough  talent  available  to 
enforce  those  restrictions.  Further,  the 
limit  on  the  number  of  boards  on  which  a 
director  can  serve  should  be  stated.  From 
my  own  experience,  even  four  director- 
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CORRECTIONS  &  CLARIFICATION 

The  headline  and  table  of  contents  listi  fcra 
the  Dec.  2  story  on  Canadian  Airlines  W  t 
national  Ltd.  (The  Corporation)  were  inctttJ/t 
Both  wrongly  referred  to  "Canadair,"  mm 
has  no  connection  to  Canadian  Airlines fer-ft 
national.  Canadair,  part  of  Bombardienc. 
is  an  airplane  manufacturer. 

In  "A  few  choice  ways  to  sidestep  tlfpetj 
man"  (Personal  Business,  Dec.  2),  a  mm 
ence  to  a  tax  law  change  omitted  somier-!! 
tinent  details.  Starting  in  1997,  workerlvet  t 
70  will  no  longer  be  penalized  for  failrtra 
withdraw  money  from  a  retirement  planfirwni 
er  than  an  ira).  The  change  does  not  am 
to  retirees  or  anyone  who  owns  5%  ornfl 
of  a  business. 

"If  you're  thinking  spin-off,  you'd  bettjgeM 
moving,"  (News,  Analysis  &  Commefiiuci 
Dec.  9)  said  incorrectly  that  Boeing  INskI 
spinning  off  a  $10.4  billion  comme[af-o| 
electronics  business  to  its  shareholderlThf^ 
business  is  being  spun  off  by  RocUlrl 
International  Corp. 


ships  may  be  too  many.  A  directs) 
requires  a  serious  commitment  om 
and  energy.  I'd  rather  have  a  reara 
serve  of  both  than  be  forced  to  skn 
Stewart  A.  Wash: 
Lakeville,  la 

In  your  article  on  corporate  bp 
diversity  of  age  was  mentioned  ife 
And  while  the  number  of  nonwhitehl 
has  been  increasing,  there  are  stilki 
few.  I  wonder  if  women  and  minja 
have  a  significant  impact  on  corii 
performances.  I'd  welcome  furthu 
search  to  address  this  serious  quels 
Joseph  W.  LeM 
Oxfordbl 

I  was  disappointed  to  see  thatyc 
survey  and  related  article  on  boartgt 
ernance  failed  to  address  ceo  si|© 
sion  and  executive  development.  Ijis 
probably  one  of  the  most  critical  9 
and  decisions  a  board  of  directors  ic 
with  impacts  on  long-term  creatjri 
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Pity  the  PARKER  SONNET  Vision  Fonce  that 
ndomly  selected  as  one  of  our  test  subjects. 

We  tumble  it  with  keys,  coins  and  other  abrasive 
:ts  to  simulate  daily  "pocket  wear."  We  heat  it  to 
F.  and  freeze  it  to  20°F.  to  ensure  it  will  perform 


flawlessly  under  the  most  extreme  conditions.  Even  the 
clip  is  tested  25,000  times  for  strength  and  spring.  Are 
we  being  obsessive?  Given  that,  like  all  of  our  writing 
instruments,  the  PARKER  SONNET  Vision  Fonce  has 
a  lifetime  guarantee,  there  is  no  other  way  to  be. 


A  PARKER  IS  IN  THE  DETAILS  ^  PARKER 


The  other  is  information.  Because  no  plane  would 
ever  leave  the  hangar  without  it.  And  helping  clients  man- 
age information-not  just  process  it-is  what  Unisys  does 
best.  That's  why  Unisys  is  the  choice  of  the  world's  most 
intensive  users  of  information-including  16  of  the  top  25 


airlines.  Airlines  using  our  systems  ship  over  one-thiii  o 
the  world's  air  cargo.  And  our  consultants  help  people 
everything  from  designing  customer  loyalty  prograrr  t( 
integrating  global  databases.  It's  all  part  of  informed 
management  our  way  of  helping  you  use  informatio  a 


asset  to  gain  competitive  advantage.  Call  for  details 
d  learn  what  clients  like  Delta  Air  Lines,  SAS  and 
thay  Pacific  Airlines  learned.  When  it  takes  information 
un  your  business,  it  takes  Unisys  to  help  you  run  it  better. 
p://www.unisys.com  or  1-800-874-8647,  ext.  222 


UNiSYS 

When  information  is  everything. 
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shareholder  and  customer  value. 

Our  ongoing  benchmarking  of 
"better  practices"  related  to  ex- 
ecutive resource  and  succession 
planning  across  North  America 
has  identified  some  big  gaps  in 
executive  talent-pool  manage- 
ment in  many  organizations. 

In  many  companies,  there  is 
no  link  between  the  business- 
strategy  development  process 
and  the  selection  and  develop- 
ment of  executive  talent — either 
for  today  or  the  future.  Given 
that  developing  a  ceo  for  a  larg- 
er enterprise  takes  at  least  15 
years,  this  is  not  something  that 
can  be  left  until  the  last  minute. 

Until  boards,  CEOs,  and  orga- 
nizations like  the  National  As- 
sociation of  Corporate  Directors 
start  to  take  a  hard  look  at  the 
principles  and  processes  for  ef- 
fective ceo  succession,  a  critical 
part  of  effective  board  governance  will 
continue  to  be  vacant. 

Mark  S.  Van  Clieaf 
Toronto 

Your  cover  story  on  corporate  gover- 
nance was  insightful  and  timely,  shining  a 
spotlight  in  what  has  long  been  a  dark 
corridor  of  American  business.  I  am  dis- 
appointed you  didn't  emphasize  the  im- 
portance of  diversity  when  citing  best 
practices  for  developing  boards  of  direc- 
tors. Without  fresh  voices  from  women 
and  minorities,  there's  a  strong  likelihood 
corporate  boards  will  miss  major  trends 
that  may  be  crucial  to  their  business. 

Although  the  number  of  women  and 
minorities  on  boards  is  growing,  it  is  not 
growing  fast  enough.  Perhaps  business 
week's  new  rankings  will  help. 

William  A.  Strang 
Associate  Dean 
for  External  Relations 
School  of  Business 
University  of  Wisconsin 
Madison,  Wis. 

It  is  great  to  read  of  the  progress 
Campbell  Soup  Co.  and  others  have 
made  moving  boards  to  higher  perfor- 
mance, accountability,  and  cost  man- 
agement. It  would  be  better  to  see 
some  standards  proposed  from  within 
the  business  community — not  just  from 
directors'  associations — to  meet  these 
objectives,  before  unproductive  alter- 
natives get  put  into  law  by  regulatory 
agencies.  It  is  only  a  matter  of  time  be- 
fore such  regulation  appears.  The  best- 
practices  summaries  you  provide  are  a 
good  place  to  start. 

And  what  about  a  little  peer  review? 


S7.40/HR 


THREE  MARRIOTT  WORKERS,  ONE  CAVEAT 

You  wrote  a  great  story  about 
our  company,  but  you  got  the 
cover     wrong  ("Low-wage 
lessons,"  Cover  Stoiy,  Nov.  11). 
We  are  the  three  Marriott  asso- 
ciates pictured  on  the  cover.  You 
described  us  as  among  many 
Marriott  workers  who  are  "poor 
and  have  little  education."  That 
wasn't  an  accurate  or  flattering 
way  to  describe  us.  Laura,  for 
example,  has  a  master's  degree.  We  are  proud  of  our 
accomplishments  and  proud  to  work  for  a  company 
like  Mairiott  that  has  provided  so  many  opportunities 
and  so  much  help  to  many  of  us. 


who  don't  stifle  a  child's  itur 
curiosity  so  that  we  can  cjtim 
to  produce  prize-winningkcie: 
tists.  But  let's  not  write  eh 
dren  whose  curiosity  mifit  t 
stifled  at  an  early  age. 

Karl  H.  juecj 
HemetCal 


It's  common  practice  in  many  profes- 
sions. Also,  we  should  not  ignore  the 
great  earnings  potential  and  resultant 
long-term  increase  in  shareholder  value 
that  exists  in  downsizing  our  boards. 
As  a  manager  with  a  financial  back- 
ground, I  would  also  recommend  that 
some  good  old-fashioned  continuing  pro- 
fessional education  in  financial  basics  be 
required  each  year. 

Philip  Asgian 
St.  Paul,  Minn. 

HOW  TO  IMPROVE 
OUR  SCHOOLS'  REPORT  CARDS 

I  am  fed  up  with  reports  about  sup- 
posedly erudite  studies  aimed  at  im- 
proving the  performance  of  American 
students  in  science  and  math  ("How  can 
American  schools  measure  up?"  Science 
&  Technology,  Nov.  25).  The  studies  de- 
scribed in  your  article  are  helpful  but 
miss  the  point  when  they  start  with 
the  premise  that  "good  science  teaching 
has  to  start  in  elementary  school,  with 
hands-on  experiments  that  can  grab 
kids'  attention  and  help  explain  the 
world  around  them." 

Haven't  our  educators  learned  any- 
thing from  [the  developmental  psychol- 
ogist Jean]  Piaget?  Good  teaching  for 
any  purpose,  but  especially  for  science, 
starts  at  a  much  earlier  age  in  the 
home.  Children  have  natural  curiosity 
about  the  workings  of  their  environ- 
ment. They  are  exhilarated  by  knowl- 
edge and  by  developing  the  ability  to 
piece  things  together.  This  natural  hu- 
man characteristic  can  be  either  stifled 
or  reinforced  by  early  conditioning. 

Let's  be  thankful  for  those  parents 


Your  assessment  of  thHr 
of  America's  educational  sstf 
missed  an  important  facto— t 
role  of  businesses  in  devepi 
curriculum.  The  primary  jsai 
public  schools  should  be  |) 
all  students  into  the  wonbi 
at  a  living  wage — particular  . 
70%  of  students  whose  edat)  •■■t 
Hui  Min  Chao     will  conclude  with  high  tin 
Laura  Kasse     Alone  among  industrial  rcira 
Arthur  Seredyn     the  U.  S.  has  no  system  fojir 
Chicago  Marriott     ing  high  school  graduate  | 
Chicago     the  workplace. 

Education  and  emploik 
must  be  viewed  as  parts  of  a|inji 
process,  with  the  private  sector  pLini* 
major  role,  working  with  educal 
set  educational  policy.  Togethe 
must  provide  standards,  mentorir 
grams,  apprenticeships,  and  inter 
to  offer  students  workplace-reai 
skills  and  to  make  schoolwork  rel; 

Unless  we  revise  our  education 
tern,  our  schools  will  leave  studei 
prepared  to  take  their  places  ! 
workforce  of  the  21st  century.  Ou 
omy  will  not  be  competitive.  Ail 
cities  will  continue  to  be  impael 
the  pain  and  costs  of  joblessness. 

Richard  Kahan,  Pre 
The  Urban  Ass 
Nev1 
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New  from  Prudential  Securities 


Now,  No-Load 
Doesn't  Have  to  Mean 
No  Financial  Advisor 


Introducing  PruChoiceSM — A  Powerful  Combination  of  Choice  and  Advice 

The  freedom  to  make  choices  is  key  to  successful  investing.  But  sometimes  you  might 
also  need  the  help  of  a  professional.  And  that's  what  PruChoiceSM  offers  you — the 
ability  to  choose  from  more  than  200  mutual  funds  and  the  expertise  of  a  Prudential 
Securities  Financial  Advisor.  All  without  any  sales  charges  or  loads. 


AIM 

Alliance  Capital 
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Dreyfus 

Franklin/Templeton 
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Royce 
Scudder 
Stein  Roe 
Strong 

Twentieth  Century 
Van  Wagoner 
Warburg  Pincus 


It's  as  easy  as... 

I Your  advisor  review. 
After  completing  the  PruChoice 
Investment  Planning  Questionnaire, 
you  and  your  Financial  Advisor  will 
discuss  your  investment  objectives,  time 
horizon,  income  needs  and  risk  tolerance. 

Then,  using  a  custom- 
ized asset  allocation 
prepared  just  for  you, 
you'll  work  together  to 
map  out  a  mutual  fund 
PI  strategy  best  suited  to 
»  your  needs. 

2 Zero  in  on  your  choice  of 
more  than  200  funds  and 
pay  no  sales  charges. 

PruChoice  makes  it  easy  to  select  the 
right  mutual  funds  by  focusing  your 
choices  on  a  select  menu  of  today's  most 
popular  funds.  Prudential  Investments 
hand  picks  each  fund  for  overall  quality 
and  performance  history  and  is  waiving 
sales  charges  for  load  funds  in 
^o/rTT^ — ^     the  program. 
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3 Stay  up  to  date  with 
regular  reports.  PruChoice 
helps  you  keep  a  close  eye  on 
your  portfolio  so  you'll  always  know  when 
adjustments  are  needed.  A  Quarterly 
Accoun  t  Monitor  gives  you  a 


V* 


comprehensive  look  t 
at  your  investment 
performance,  a 
detailed  record  of 
account  activity, 
and  timely  market 
commentaries.  And  a 
handy  Cost  Basis  Report  helps  simplify 
your  paperwork  at  tax  time. 

Enjoy  your  freedom.  PruChoice  is 
everything  you  need  to  build  a  rock-solid 
mutual  fund  investment  plan — objective 
financial  guidance,  access  to  hundreds 
of  popular  mutual  funds,  and  an  easy  way 
to  track  your  performance — all  in  one 
place.  And  all  for  one  low  annual  program 
fee  of  1.25%  of  assets.'  Call  Prudential 
Securities  today  for  a  free  PruChoice 
information  kit, 

1-800-654-5454  ext.  700 
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Foi  (note  complete  mformotion  about  ony  fund  available  through  PruChoice'/"  including  chaiges  and  expenses,  obtain  a  prospectus  by  calling  the  number  above  for  a  Prudential  Securities 
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We  don't  brake  for  international  bordeis 

when  it  comes  to  moving  the  world's  traffic. 


Your  business 

knows  no 
boundaries. 
That's  why  Sprint 
has  worked  to 
become  the  world's 

leading  carrier  of 
Internet  traffic.  In  fact,  we 
were  chosen  by  the  National  Science 
Foundation  to  operate  one  of  the  largest  Internet 
traffic  hubs  in  the  world.  Plus,  we  offer  global 
connectivity  with  a  full  portfolio  of  Internet  and 
intranet  services.  We  designed  our  IP  network 
to  offer  you  optimal  connections  to  anywhere 
on  the  Internet- Sprint  also  operates  the 
only  OC-3  IP  link  across  the  Atlantic. 

And  we're  the  only  carrier 
with  a  separate  intranet 


rint 


carries  over  half  the  globe's  Internet  traffic,  bringing 
a  world  of  experience  to  your  IP  serv  ices. 


network,  devoted 
exclusively 
to  business 
traffic.  The  resuli 
You  enjoy  the  \ 
utmost  in  data  secul 
You  also  receive  compk 
support  with  24x7  monitorin; 
available,  plus  firewall  software  and 
hardware,  custom  access  and  alert  systems  -  even 
investigation  support- for  added  security.  Sprint  is 
Network  Computing's  Editor's  Choice  for  IP  services 
in  1996,  the  only  carrier  to  receive  such  praise. 
The  reasons  are  clear:  Sprint's  experience  and 
visionary  approach  to  the  Internet  are 
helping  you  meet  the  challenges 
of  global  data  transport 
today,  and  tomorrow. 

Coll  Sprint  Business 

1  800  588  DATA 

www.sprint.com/data  1 
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BE  BEST  BUSINESS 
OOKS  OF  1996 


Irom  Hollywood  scams 
to  Russian  booms,  from 

superficial  talk-show 
er  to  deep  thoughts 

the  nature  of  organi- 
,  this  year's  top  10  busi- 
books  cover  a  host  of 
uing  topics. 

lericans  have  long  been 
n  for  their  optimism. 
/,  though,  many  citizens 
worried  that  the  coun- 
and  their  standard  of 
—is  on  a  downhill  slide, 
ittempt  to  make  sense 
it  concern  is  Robert  J. 
elson's  The  Good  Life 
Its  Discontents:  The 
ican  Dream  in  the  Age 
ntitlemenU  1945-1995 
?  Books).  As  Newsweek 
nist  Samuelson  sees  it, 

country  is  richer, 
fer,  and  more  competi- 
han  ever.  But  Ameri- 

feel  they're  losing 
d  because  they  were 
sed  an  unrealistic  fu- 
y  government  and  pri- 
nterprise. 

mething  is  now  end- 
tie  period  in  our  history 
egan  at  the  end  of  the 
i  World  War  and  gave  rise  to  a 
t  vision  of  the  American  Dream," 
ites.  What's  needed  today,  says 
lson,  is  for  true  leaders  to  take  up 
sk  of  lowering  the  public's  expec- 
s.  Reviewer  Robert  J.  Dowling,  a 
ess  week  assistant  managing  edi- 
md  the  book  to  be  "a  smart,  bal- 

epitaph  for  an  era — with  a  few 
"or  what's  ahead." 
)ng  the  things  that  worry  Amer- 
are  relations  with  other  eoun- 
-notably  Japan  and  Russia.  R. 
rt  Murphy's  The  Weight  of  the 
low  Denial  Imperils  America's 
i  and  Rums  an  Alliance  (Nor- 
ickles  the  question  of  how  the 
lecame  dependent  on  Japanese 
fid  whether  it  still  matters.  Mur- 
'erdict:  It  certainly  does.  The  au- 

veteran  Tokyo-based  investment 
;  provides  readers  with  a  histori- 
•iew  of  the  U.S.  policy  blunders 
d  to  record  U.  S.  trade  deficits. 


AGAJNST 
THE  GODS 
The  Remarkable  Story  of  Risk 

By  Peter  L.  Bernstein 
THE  CAR  THAT  COULD 

The  Inside  Story  of  GM's 
Revolutionary  Electric  Vehicle 
By  Michael  Shnayerson 

THE  COMING 
RUSSIAN  BOOM 
A  Guide  to 
New  Markets  and  Politics 
By  Richard  Layard 
and  John  Parker 

THE  DEATH  OF 
COMPETITION 
Leadership  &  Strategy 
in  the  Age  of  Business  Ecosystems 
By  James  F.  Moore 

THE  DILBERT 
PRINCSPLE 

By  Scott  Adams 


AND  ITS  DISCONTENTS 
The  American  Dream  in  the  Age 
of  Entitlement,  1945-1995 
By  Robert  J.  Samuelson 

How  Jon  Peters  and  Peter  Guber 
Took  Sony  for  a  Ride  in  Hollywood 

By  Nancy  Griffin 
and  Kim  Masters 

HOT  AIR 
All  Talk,  All  the  Time 
By  Howard  Kurtz 

SMOKESCREEN 
The  Truth  Behind  the  Tobacco 
Industry  Cover-up 
By  Philip  J.  Hilts 
THE  WEIGHT  OF  THE  YEW 
How  Denial  Imperils  America's 
Future  and  Ruins  an  Alliance 
By  R.  Taggart  Murphy 


'Americans  have  paid  a  high  price 
for  choosing  to  borrow  money  rather 
than  face  up  to  the  need  for  far-reaching 
debate  on  the  hard  decisions  that  are 
the  genuine  stuff  of  honest  politics," 
concludes  Murphy.  Reviewer  William 
Glasgall  observed  that  "Murphy  writes 
with  an  authority  that  can 
come   only  from  having 
watched  the  growth  of  a 
phenomenon  from  within." 

Equally  astute,  albeit 
contrarian,  are  the  co-au- 
thors of  The  Coming  Russ- 
ian Boom:  A  Guide  to  New 
Markets  and  Politics  (Free 
Press) — Richard  Layard,  a 
professor  at  the  London 
School  of  Economics,  and 
John  Parker,  former 
Moscow  correspondent  for 
The  Economist.  Often  seen 
as  a  basket  case,  Russia's 
economy,  they  contend, 
"will  grow  faster  over  the 
next  20  years  than  that  of 
most  oecd  countries,  and 
probably  faster  than  most 
emerging  markets  (outside 
the  Far  East)."  They  pre- 
dict growth  rates  of  5%  a 
year  by  decade's  end. 

How  could  that  be,  you 
ask?  Capitalism,  the  au- 
thors assert,  has  taken 
hold,  and  70';  of  the  econo- 
my is  in  private  hands.  Re- 
viewer Rose  Brady  noted 
that,  despite  its  underesti- 
mation of  the  ongoing  po- 
litical crisis,  the  book  pro- 
vides "a  solid  guide  to  the 
new  Russian  capitalism." 

A  crisis  is  also  ongoing  for  the  sub- 
ject of  Philip  J.  Hilts's  Smokescreen: 
The  Truth  Behind  the  Tobacco  Industry 
Cover-up  (Addison- Wesley).  Hilts,  a  New 
York  Times  health  and  science  reporter, 
portrays  Big  Tobacco  as  involved  in  a 
conspiracy  perpetuated  through  political 
v       S  funding,  half-truths,  outright  lies,  and 
s  ^  ^  slick  marketing.  But,  he  notes,  the  in- 
'  dustry's  act  has  been  unraveling  as  the 

pk     public  has  been  exposed  to  the  convinc- 
*     -  ing  testimony  of  numerous  whistle-blow- 
ers and  a  trove  of  damning  corpo- 
rate documents. 

Still,  the  author  is  no  pro- 
hibitionist. "Cigarettes 
must  be  legal,"  he  says, 
calling  for  more  effective  regulation. 
With  its  dramatic  detail,  the  book  is 
accessible  and  exciting,"  said  re- 
viewer David  Greising. 

Smoke,  as  in  smoke  and 
mirrors,  was  instramental  as 


Books 
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well  to  the  efforts  of  two  other  empire- 
builders.  Peter  Guber  and  Jon  Peters 
became  co-chairmen  of  Sony  Pictures 
in  1989  on  the  basis  of  Guber's  hyperki- 
netic gab  and  mixed  Hollywood  track 
record.  And  as  former  Premiere  writer 
Nancy  Griffin  and  Time  reporter  Kim 
Masters  describe  in  Hit  &  Run:  How 
Jon  Peters  and  Peter  Guber  Took  Sony 
for  a  Ride  in  Hollywood  (Simon  & 
Schuster),  the  duo  proceeded  to  give 
Sony  a  lesson  it  won't  forget. 

The  company  paid  each  of  them  an- 
nual salaries  of  $2.7  million,  purchased 
their  film  production  company  for  $200 
million,  and  provided  each  with  a  cor- 
porate jet.  In  exchange,  it  got  a  series 
of  turkeys  such  as  Bruce  Willis'  Hudson 
Hawk,  a  movie  that  single-handedly  lost 
$42  million.  In  the  end,  Guber  pushed 
Peters  out,  then  Guber  was  forced  out — 
but  not  before  winning  an  additional 
$200  million  package  to  make  films  for 
the  company.  Such  lunacy  is  skillfully 
described  in  the  account,  said  reviewer 
Ron  Grover,  who  commended  the  cau- 
tionary tale  to  "any  investor  seeking 
Tinseltown  riches." 

So  on  with  the  show — uh,  news.  The 
pundits,  commentators,  hucksters,  and 
provocateurs  who  make  up  the  "talka- 


thon culture"  of  the  airwaves  are  the 
subject  of  Washington  Post  media 
writer  Howard  Kurtz's  Hot  Air:  All 
Talk,  All  the  Time  (Times  Books).  "The 
national  conversation  has  been  coars- 
ened, cheapened,  reduced  to  name-call- 
ing . . .  and  bumper-sticker  sloganeering" 
as  a  result  of  these  programs,  contends 
the  author. 

Kurtz  admits  that  not  all  talk  shows 
are  bad — Nightline  and  Larry  King 
Live  are  outposts  of  sanity,  he  says, 
particularly  when  compared  with  day- 
time TV's  parade  of  transsexuals  and 
male  strippers.  But  the  problem  isn't 
simply  sensationalism:  The  author-  faults 
such  commentators  as  George  Will  and 
former  U.  S.  News  &  World  Report  Ed- 
itor David  Gergen  for  their  superficial 
"drive-by  journalism."  Reviewer  Dou- 
glas Harbrecht,  business  week's  Wash- 
ington news  editor,  found  Kurtz's  effort 
"delicious  to  read." 

The  media  spotlight  was  the  last 
thing  General  Motors  Corp.  planners 
wanted  as  they  focused  on  the  nuts  and 
bolts  of  a  revolutionary  product:  an  elec- 
tric car,  known  as  the  Impact.  The  en- 
gineers faced  huge  hurdles,  particularly 
the  task  of  squeezing  100  miles  of 
driving  range  out  of  an  850-pound  bat- 


tery pack.  Many  also  worried  thai 
careers  could  be  damaged  if  gm  q 
to  shelve  the  project.  And  even  ! 
planners  labored  in  secrecy,  gm  lot 
were  working  to  kill  the  Califcrn 
that  mandated  the  sale  of  such  c;: 

The  story  is  the  subject  of  > 
Fair  contributing  editor  Michael  S 
erson's  The  Car  That  Could:  Ti 
side  Story  of  gm's  Revolutionary] 
trie  Vehicle  (Random  House).  Re\ 
David  Woodruff  called  it  "a  ma^ 
account,  richly  spiced  with  tales  of 
ing  egos,  gm's  brush  with  financi 
aster,  and  its  ensuing  boardroom 
And  it  could  hardly  be  more  t 
Detroit's  first  all-new  electric 
three-quarters  of  a  century,  the  ^ 
renamed  Impact — has  recently  g(j 
sale  in  California  and  Arizona. 

It's  an  innovation  that  could  hav« 
petitors  sweating,  if  there  is  anjj 
thing  as  a  competitor.  Challenginj 
presumption  that  there  are  distin<| 
mutable  businesses  within  which 
ers  scramble  for  supremacy,"  Jar 
Moore's  Tlie  Death  of  Competition:] 
ership  &  Strategy  in  the  Age  of  By 
Ecosystems  (HarperBusiness)  off* 
interpretation  of  today's  more  flui 
porate  relationships.  Increasingly; 
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PORTEGE  660CD1 

•  n  3'  dia  color  aciive-matru 
display,  800  >  600  screen 
resolution 

•  150MHz  (2 Sv)  Pentium  Processor 

•  PCI  bus  archrteclme 


.  1  4  Oilnon  byte  (=  1  35GB)  HDD 
16MB  EDO  DRAM  (expandable  to 
80MB)  with  256KB  level  2  cache 

•  Built-in  cellular-ready  28  8Kbps 
voice/tax  modem 

■  I0X*  CD-ROM 


•  12mm  slimline  SelectBay  tor 
CD-ROM.  floppy  dnve  or  optional 
second  lithium  ion  battery 

•  HiQVideo"  MuRimedia  PCI 
graphics  controller  with  64-brt 
BrtBIT  graphics  acceleration 


■  16-bit  Sound  Blaster  Pro 

compatible  with  stereo 

speakers  and  microphone 
•  Supports  two  Type  II  or  one  Type 

III  16-brt  PC  Cards.  ZV  Cards 

or  32-brt  CardBus  Cards 


Lithium  Ion  battery 
Enhanced  84-key  keyboard 
5  2  lbs 

Optional  Desk  Station  V  Plus  docking 
station  or  Optional  NoteDock'  II 
Enhanced  Port  Replicator 


Windows  95  or  Windows 
tor  Workgroups 
3-year  limited  warranty 
Toll-tree  technical  support  - 
7  days  a  week,  24  hours  a  day 
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uthor,  a  management  consultant' 
ias  worked  for  at&t  and  Hewlett- 
rd  Co.,  companies  compete  and  co- 
;e  across  a  variety  of  industries — 
make  up  their  "ecosystems." 
isider  the  experience  of  Microsoft 
Its  ecosystem  cuts  across  several 
isses — personal  computers 
mer  electronics,  corpo- 
nformation  systems, 
ommunications.  But, 
ling  to  Moore,  it  is 
ant  in  only  one  area: 
larket  for  desktop- 
iter  operating  sys- 
The  author  offers 
tore  tangible  examples 
eighty  concepts  in  what 
/er  Ira  Sager  found  to  be  "es- 
I  reading  for  managers  who  want 
;  today's  business  climate  into  a 
,  albeit  ecological,  context." 
■  barometer  of  discontent  in  the 
is  the  number  of  Dilbert  cartoon 
on  an  office  wall.  Now  managers 
ine  in  by  turning  the  pages  of 
Adams'  The  Dilbert  Principle 
eBusiness).  More  than  a  eollec- 
'  strips,  the  book  offers  withering 
sntary  on  such  phenomena  as 
n  statements,  management  jar- 
ress  codes,  performance  reviews, 
fice  furniture.  "The  best  kind  of 
inication . . .  conveys  the  message 


'I  am  worthy  of  promotion'  without  ac- 
cidentally transferring  any  other  infor- 
mation," instructs  Adams,  a  former 
Pacific  Telesis  Group  cubicle-dweller. 
And,  making  a  bid  to  be  the  Ambrose 
Bierce  of  our  times,  he  lists  13  "great 
lies  of  management,"  including  "em- 
ployees are  our  most  valuable 


Does  the  public 
expect  too  much  of 
society?  Is 
competition  dead? 
Check  out  the  top  10 
business  books  for  answers 


asset"  and  "we  reward  risk-takers." 

Amusing  but  not  useful,  you  say? 
Well,  what  about  Adams'  "tips  for  gain- 
ing wealth  and  personal  power  at  the 
expense  of  people  who  are  studying  to 
be  team  players"?  With  a  comic  strip  on 
nearly  every  page — some  have  four1 — 
and  dozens  of  E-mailed,  true-life  anec- 
dotes on  management  miscues,  The  Dil- 
bert Principle  has  only  one  obvious 
failing:  no  stickum  to  make  it  easy  to 
post  on  cubicle  walls. 


Finally,  there  is  Peter  L.  Bernstein's 
ambitious  Against  the  Gods:  The  Re- 
markable Story  of  Risk  (Wiley).  The 
effort  to  measure  and  cope  with  risk  in 
fields  ranging  from  engineering,  science, 
and  medicine  to  insurance  and  the  stock 
market  is  basic  to  modern  life,  says 
Bernstein.  Rather  than  leaving  the  fu- 
ture to  the  gods  or  fate  as  the 
ancients  did,  modern  men  and 
women,  from  Blaise  Pascal  to  Flo- 
rence Nightingale,  have  attempt- 
ed to  predict  and  assign  proba- 
bilities to  outcomes. 

Bernstein,  a  working  Wall 
Street  economist  who  consults  for 
institutional  investors  and  com- 
panies, has  produced  a  lively, 
panoramic  book  with  a  cast  of 
characters  ranging  from  poet- 
mathematician  Omar  Khayyam  to 
game  theorist  and  computer  de- 
signer John  von  Neumann.  What's  more, 
the  author  works  in  tidbits  of  economic- 
research  and  stories  from  his  own  40- 
year  career.  Altogether,  wrote  reviewer 
Peter  Coy,  a  business  week  technology 
editor,  "the  book  is  an  enchanting  blend 
of  history  and  investment  advice."  The 
conclusion?  By  selecting  it  or  any  other 
of  this  year's  top  10,  you'll  run  little 
risk  of  a  less-than-engrossing  read. 

COMPILED  BY  HARDY  GREEN 
Greeii  is  business  week's  Books  Editor. 
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JCING  THE  Better  isn't  always  hijsjer.  Take  the  new  an  additional  battery.  It's  the  ultimate  in  flexibility  and  usability 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

PRIVACY  AND  THE 
COOKIE'  MONSTER 


Cookies  are  devices 
that  track  your  visits 
to  Net  sites-unless 
you  foil  them 

Cookies,  I've  learned, 
can  be  controversial. 
After  I  wrote  a  column 
a  few  weeks  back  (Nov.  11) 
about  protecting  your  privacy 
on  the  Internet,  most  of  the 
responses  from  readers  raised 
questions  about  cookies. 
These  are  bits  of  data  on 
your  hard  drive  that  World 
Wide  Web  sites  can  use 
to  keep  track  of  your 
activities. 

Originally  named 
"magic  cookies,"  for  to- 
kens that  have  mystical 
powers  in  role-playing 
games,  cookies  are  a 
powerful  device  for  Web- 
site designers.  If  a  Web 
server  can  figure  out 
whether  visitors  have 
been  there  before  and 
what  they  have  seen,  it 
can  customize  content, 
such  as  the  personalized 
home  pages  that  are  of- 
fered by  Netscape  and 
Microsoft. 

MOONLIGHTERS.  Cookies 
are  simply  entries  in  a  file 
consisting  of  the  name  of  the 
Web  site,  an  identification 
code  unique  to  the  file,  and 
some  other  data.  When  you 
visit  a  site,  it  can  check  your 
cookies  file  to  see  if  you've 
been  there  before,  then  act 
accordingly.  For  lots  more  in- 
formation on  what  cookies  do 
and  how  they  work,  check 
out  www.illuminatus.com/ 
cookie,  fcgi. 

Controversy  arises  because 
cookies  can  be  used  for  more 
than  bookkeeping.  Contrary 
to  reports  that  have  gained 


credence  on  the  Internet, 
Web  sites  can't  use  cookies 
to  suck  your  name  or  E-mail 
address  off  your  computer  or 
otherwise  spy  on  you.  But  if 
you  have  registered  by  name 
at  a  Web  site,  the  server  can 
track  your  actions,  including 
where  you  came  from  and 
what  pages  you've  looked  at, 
then  use  a  previously  de- 
posited cookie  to  link  the 
data  to  your  name  and  ad- 
dress. Some  site  owners  sell 
the  information  to  advertis- 


e  r  s  and 
other  interested  parties.  Not 
surprisingly,  many  folks  ob- 
ject to  this  snooping  and 
marketing,  especially  when  it 
is  done  without  their  consent, 
or  even  knowledge. 

Fortunately,  a  combination 
of  technology  and  consumer 
pressure  on  business  could 
tame  the  worst  abuses.  The 
Netscape  Navigator  3.0  and 
Microsoft  Internet  Explorer 
3.0  browsers  can  be  set  to 
notify  you  when  a  Web  site 
wants  to  deposit  a  cookie 
(the  built-in  America  Online 


browser  does  not  support 
cookies.)  You  can  then  decide 
whether  to  take  it  or  not,  ac- 
cepting a  cookie  from,  say, 
Netscape,  while  rejecting  one 
from  a  site  that  you  suspect 
will  bombard  you  with  junk 
mail. 

To  get  rid  of  cookies  on 
your  hard  drive,  find  and 
delete  any  file  called  "cook- 
ies.txt."  To  control  new  cook- 
ies, if  you  use  Netscape  (Mac 
or  Windows),  click  on  the 
"Options"  menu,  then  "Net- 
work Preferences."  Select  the 
"Protocols"  tab  and  check  the 
box  marked  "Show  an  alert 
before  accepting  a  cookie."  In 
Internet  Explorer  (Windows 
95  or  NT),  choose  "View," 
then  "Options"  from  the 
menu,  and  check  the  box  on 
the  "Advanced"  tab. 

In  the  future,  you  may 
get  some  help  in  choosing 
whose  cookies  to  take. 
CommerceNet,  a  busi- 
ness consortium  promot- 
ing Internet  commerce, 
and  the  Electronic  Fron- 
tier Foundation,  an  ad- 
vocacy group,  have  set 
up  an  organization  called 
eTrust  (www.etrust.org) 
to  rate  the  privacy  poli- 
cies of  Web  sites. 
THE  PLEDGE.  The  assump- 
tion behind  eTrust  is  that 
Web  users  should  make 
informed  choices.  Sites 
can  get  one  of  three 
eTrust  logos,  depending 
on  whether  they  pledge 
to  collect  no  data  on 
users,  collect  it  only  for 
the  site  owner's  use,  or 
disclose  the  terms  on  which 
they  supply  the  data  to  third 
parties.  eTrust  is  currently 
recruiting  companies  to  par- 
ticipate in  a  test  of  the  sys- 
tem. 

I  keep  an  eye  on  my  in- 
coming cookies,  but  accept 
most  of  them.  I  suspect  you'll 
probably  want  to  do  the 
same.  The  technology  is  too 
useful  to  abandon  just  be- 
cause a  few  site  owners  are 
unscrupulous.  And  our  choic- 
es will  become  easier  if  the 
approach  being  pioneered  by 
eTrust  catches  on. 
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LAPTOPS 
NOW,  WIDE  SCREENS 

Big-screen  laptops,  with 
12.1-inch  displays  now( 
mon  on  high-end  units  a 
13-inchers  on  the  way,  a 
impressive.  But  don't  try 
use  one  in  the  confines  c 
airplane  coach  section,  v 
the  back  of  the  seat  ahe 
blocks  you  from  opening 


tall  screen.  The  WideNott 
Sharp  Electronics  (800  2 
4277)  offers  an  interestii 
alternative,  with  a  displc 
that's  9%  inches  wide  bu 
5%  inches  high.  The  sup( 
wide  display  can  display!1 
word-processor  or  Web  p| 
side  by  side.  The  WideNo 
powered  by  a  133  MHz  P«f 
tium  and  comes  with  16  I 
megabytes  of  ram  standa 
1.1  gigabyte  hard  drive 
an  external  floppy.  The  ui 
weighs  in  at  4.6  pounds 
costs  $2,999  for  a  passi\ 
matrix  display  and  $3,49 
an  active-matrix  version 


CD-ROMS 
SECRETS  OF  ORIGAMI 

If  you've  tried  to  learn  Jai 
nese  paper-folding  but  bu,., 
frustrated  by  confusing  > 
grams,  Origami:  The  Sec, 
Life  of  Paper,  from  Casac 
Greene  (408  484-9228), 
you.  The  $40  Macintosh  c 
rom  makes  excellent  use 
both  video  demos  and  an 
mated  diagrams  of  often 
complicated  models.  The 
ware  also  comes  with  a 
starter  pack  of  origami  p 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 


INTRODUCING  GOLF  VACATIONS  SO  COMPLETE, 
>U'LL  HAVE  TO  ACTUALLY  MAKE  STUFF  UP  TO  WORRY  ABOUT. 


the  <  ant.  volt  < on  i''//. > r 
curity  irhich  comes  from 
'him  1.70(1  Travel  Service 
us'  hi  over  12()  countries 
■i  il  s  quick  access  to  cash 
ilacement  of  a  lost  Card, 
icon  Express  is  ready  to 
ui  when  you  need  11  most 


Cards 


Looking  for  the  ultimate  in  worn  -free  travel?  Consider  America  West  Golf  Vacations, 
offering  guaranteed  tec  times  up  to  90  days  in  advance  at  exclusive  courses  through- 
out the  Phoenix/Scottsdale  area.  Round-trip  air.  Hotel  accommodations.  Even  a 
rental  car.  All  in  <  me  aff<  irdable  package,  courtesy  of  America  West  and  The  American 
Express '  Card.  If  you're  a  member  of  the  America  West  worldwide  frequent  flyer 
program,  FlightFundf  yon  can  earn  an  exclusive  5,000  bonus  miles"  just  by 
charging  the  trip  to  your  American  Express'  Card.  Which  should  free  your  mind 
considerably.  Not  that  that's  always  a  good  thing,  of  course.  For  information  or  reser- 
vations, contact  your  local  travel  agent  or 
just  call  us  toll-free  at  1-888-AWA-GOLF. 


^America  West  Golf  Vacations 


America  West  Airlines  *Not  oil  services  available  al  all  locations  **5,000  FlighlFund  bonus  miles  will  be  awarded  foi  America  West  Golf  Vacation  packages  completed  12/1  /96 
1/31  /97  and  charqed  to  the  American  Express  Card  FliqhtFund  bonus  miles  will  only  be  awaided  to  one  purchaser  per  packaae  Bonus  mileaae  coupon  received  with  aolf  pack- 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


EVEN  CHINA  WILL  FIND 

THAT  FREEDOM  BOOSTS  GROWTH 


LESSON: 

Freer  markets 
and  flows  of 
information 
sent  China's 
economy 
soaring. 
That's  why 
Beijing  won't 
crack  down  on 
Hong  Kong 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


Will  China  extend  its  autocratic  and 
sometimes  repressive  ways  to  Hong 
Kong  after  that  island  is  taken  over 
next  July,  or  will  the  mainland  become  much 
more  open?  The  world  nervously  awaits  the 
outcome.  There  are  reasons  for  cautious  opti- 
mism about  whether  democracy  will  grow  in 
China  during  the  next  decade. 

The  worldwide  trend  toward  democracy 
has  accelerated  during  the  past  few  decades 
and  has  led  some  to  claim  the  inevitability  of 
democracy  and  "the  end  of  history."  I  do  not 
believe  that  even  in  the  modem  world  democ- 
racy necessarily  comes  to  countries  that  be- 
come richer.  But  economic  progress — along 
with  rapidly  growing  international  trade  and 
foreign  investments,  movements  of  students 
and  workers  between  nations,  and  easier  ac- 
cess to  international  communications — has 
strengthened  the  pressures  on  governments 
across  the  globe  to  allow  greater  political 
freedom. 

OPPORTUNITY.  China  recognized  20  years  ago 
that  competition  and  private  incentives  had  to 
be  encouraged  if  its  economy  was  to  grow 
rapidly.  Since  then,  the  most  populous  nation 
in  the  world  has  experienced  spectacular  de- 
velopment, especially  in  agriculture  and  in 
industries  where  the  private  sector  became 
dominant.  The  average  annual  growth  in  per 
capita  income  since  1978  has  exceeded  8%, 
among  the  highest  in  the  world. 

Free  markets  are  conducive  to  democracy 
partly  because  a  private  economy  must  al- 
low its  citizens  the  freedom  to  take  advantage 
of  the  rise  and  fall  of  opportunities  in  different 
sectors  by  changing  jobs,  residences,  and  the 
businesses  they  engage  in.  After  becoming- 
accustomed  to  these  freedoms,  they  are  re- 
luctant to  accept  severe  restrictions  on  what 
they  can  say,  read,  or  watch. 

The  experiences  of  many  nations  during 
this  century  suggest  that  China's  economic 
progress  will  be  a  powerful  force  increasing 
democracy  there.  Chile,  Korea,  and  Taiwan,  to 
take  three  prominent  recent  examples,  all  be- 
gan rapid  economic  growth  under  dictatorial 
regimes  that  encouraged  business  and  initia- 
tive. With  little  bloodshed,  they  rather  quick- 
ly evolved  into  lively  democracies  that  con- 
tinue to  rely  primarily  on  private  organization 
of  economic  activity. 

Nations  that  grow  rapidly  invest  exten- 
sively in  human  capital.  China  has  furiously 
been  trying  to  undo  the  damage  of  the  Cul- 


tural Revolution,  which  closed  many  sUc 
and  forced  students  to  work  in  remotejp! 
areas.  Since  1980,  it  has  expanded  edunbfwi 
and  training  to  prepare  workers  for  tjp 
mands  of  a  modern  economy.  But  edi 
creates  a  critical  capacity  to  judge  p<tt^< 
and  social  life  and  makes  a  person  un)Bfe 
to  accept  severe  political  constraints.  I 
STUDENT  PROTESTS.  Developing  nationaByj 
send  many  students  abroad  to  the  U.Sjli 
many,  Japan,  and  other  economic  leadanj 
the  advanced  education  and  training  thfatiT 
dents  cannot  get  at  home.  This  is  why  thi  l| 
now  has  more  students  in  the  U.  S.  thi  -cij 
mocratic  India  does.  After  experiencir;  t|i 
political  and  social  freedoms  of  democjif* 
foreign  students  often  become  disconff"1* 
with  the  repression  at  home. 

As  a  result,  many  students  take  jm 
the  U.  S.  or  other  nations  and  do  not  m 
home;  others  return  home  and  help  cpc 
authoritarian  regimes.  For  example,  tlff.i. 
tocratic  government  of  Taiwan  re|H| 
changed  into  a  democracy  partly  throuaaj| 
opposition  of  former  students  who  camipBuv 
and  the  protest  of  students  in  the  U.auj 
Europe.  Taiwan  has  had  more  stqH 
abroad  than  practically  any  other  counWilSJ 

Technology's  march  will  further  ero|  :l 
pression.  The  growth  of  international^* 
phoning  and  fax  capabilities,  the  Int™ 
satellite  dishes,  and  cellular  phones  it©iv\/ 
tionized  worldwide  communications.  IrpfJU] 
Chinese,  and  other  households  get  CN  a 
the  bbc  on  hidden  satellite  dishes,  thej 
municate  by  fax  with  relatives  and  fi 
anywhere  in  the  world,  and  they  get  e 
and  other  information  over  the  Net. 

This  is  why  it  is  no  longer  feasible  ) 
what  communist  countries  succeeded  j 
complishing  for  decades  after  World  W ' 
make  economic  progress  while  being  ; 
completely  isolated  from  the  rest  of  the 
The  Soviet  Union  ended  the  contest  wit  c 
italism  when  it  concluded  that  further  gnj 
was  impossible  without  investments,  te»r. 
ogy,  and  communications  with  the  ca] 
countries. 

Unfortunately,  Hong  Kong  probabl; 
not  maintain  its  extraordinary  level  oje 
nomic,  intellectual,  and  social  freedom  t 
becoming  part  of  China.  But  if  I  am  i| 
and  China  becomes  more  democrats  t 
takeover  will  not  be  as  devastating  asp 
dieted  by  many. 

 r 


500,000  new  members  doesn't  say  quality  health  care  to  you, 
perhaps  you  should  get  24,000  second  opinions. 


fou  asked  Blue  Cross  about  health  care,  we'd  tell 

ve  provide  the  best  coverage  in  the  business. 

t,  since  our  point  of  view  is  admittedly  biased, 

aps  you'd  appreciate  someone  else's. 

;e,  say  more  than  half-a-million  Californians. 

er  all,  in  the  past  four  years,  more  people  have  joined 

laliforniaCare*  HMO  from  Blue  Cross  of  California 

any  other  healtii  plan.  Some,  because  it  delivers 

ty  coverage  at  an  affordable  price.  Others,  because 

Cross  has  been  a  trusted  name  for  nearly  60  years. 


But,  as  it  turns  out,  most  people  like  CaliforniaCare 
because  so  many  of  California's  finest  doctors  do  - 
24,000  in  total -all  of  whom  you'll  find  in  our  HMO 
provider  network. 

So  if  you're  looking  for  a  good  health  plan,  we  think 
you've  found  it.  And  there  are  plenfy  of  Californians 
out  there  who  agree. 

For  more  on  California's  fastest  growing  HMO,  call 
your  broker  or  local 
Blue  Cross  sales  office. 


Blue  Cross  of  California 


Who  ehe  'i 


Economic  Trends 


BY  GENE  KORETZ 

THEORIES  FLY  AS 
ILS.  SAVINGS  CLIMB 

Economists  ponder  a  riddle 

On  a  monthly  basis,  the  U. S.  per- 
sonal savings  rate  is  nothing  if  not 
variable — moving  from  a  low  of  3.6% 
last  April  to  a  33-month  high  of  5.7%  in 
September.  Smoothing  these  swings, 
however,  reveals  that  the  long-depressed 
savings  rate  has  actually  been  trending 
upwards  for  the  past  two  years  (chart). 

Such  a  trend  could  have  both  good 
and  bad  implications.  Noting  that  it  co- 
incides with  the  recent  surge  in  house- 
hold purchases  of  mutual  funds,  econo- 
mist Edward  E.  Yardeni  of  Deutsche 
Morgan  Grenfell  thinks  it  may  reflect 
the  long-awaited  pickup  in  retirement 
saving  by  aging  baby  boomers. 

"That  would  be  good  for  the  econo- 
my's long-term  growth  potential,"  he 
says,  "but  it  could  jeopardize  the 

WILL  THE  SAVINGS  RATE 
KEEP  MOVING  UP? 


PERSONAL  SAVINGS 


OCT.  '91  OCT.  '96 

A  PERCENT  OF  DISPOSABLE  INCOME, 
12-MONTH  MOVING  AVERAGE 

DATA:  MORGAN  GUARANTY  TRUST  CO 

continuation  of  the  current  expansion." 

Philip  Suttle  of  Morgan  Guaranty 
Trust  Co.  doubts  that  demographic  fac- 
tors explain  the  savings  pickup,  how- 
ever. For  one  thing,  he  points  out  that 
households  have  been  aggressively  sell- 
ing equities  they  hold  directly  even  as 
they  have  been  loading  up  on  mutual 
funds,  so  that  their  net  market  exposure 
in  recent  years  hasn't  risen  as  much  as 
it  seems.  And  the  stock-market  boom 
suggests  that  households  with  big  capi- 
tal gains  could  eventually  decide  to  save 
less,  as  they  apparently  did  during  the 
market  boom  of  the  1980s. 

Rather,  Suttle  believes  that  the  re- 
cent savings  rise  represents  the  third 
phase  of  a  normal  cyclical  pattern.  Dur- 
ing a  recession,  he  notes,  consumer 
spending  on  big-ticket  durable  goods 
tends  to  collapse  and  the  savings  rate 
rises  smartly.  Once  a  recovery  gets  go- 


ing, however,  pent-up  demand  unleashes 
a  surge  in  durables  spending  that  de- 
presses the  savings  rate.  And  finally, 
when  that  pent-up  demand  is  exhausted, 
spending  growth  slows  and  the  savings 
rate  starts  to  edge  up — as  it  has  been 
doing  since  the  summer  of  1994. 

In  short,  says  Suttle,  "we  are  now 
in  the  mature  phase  of  the  business  cy- 
cle, in  which  household  consumption 
tends  to  respond  to  economic  growth 
rather  than  to  drive  it."  With  exports 
and  capital  spending  sustaining  economic 
growth  next  year,  Morgan  Guaranty 
predicts  that  consumer  spending  will 
pick  up  steam  again — though  with  less 
gusto  than  earlier  in  the  cycle. 


NOT  ALL  BOURSES 
TREND  TOGETHER 

Foreign  stocks  still  serve  as  hedges 

With  global  financial  markets  be- 
coming increasingly  integrated, 
you  might  think  that  national  stock  mar- 
kets are  more  prone  to  move  together 
than  in  the  past.  That  would  mean  that 
investors  who  seek  to  hedge  their  bets 
by  putting  some  of  their  cash  in  for- 
eign equity  markets  are  getting  a  lot 
less  risk  insurance  than  they  think. 

Not  to  worry.  A  recent  study  by 
Morgan  Stanley  Capital  International, 
based  on  its  benchmark  indexes  of  total 
monthly  dollar  returns  for  national  and 
international  markets,  finds  that  mar- 
kets are  generally  less  likely  to  move  in 
unison  than  in  prior  periods. 

Comparing  the  last  3^  years  (1993  to 
mid-1996)  to  the  period  1970  to  1992, 
msci  finds  that  the  tendency  of  over- 
seas markets  to  mirror  the  fluctuations 
of  both  the  U.  S.  and  Japanese  stock 
markets  has  actually  weakened  appre- 
ciably in  recent  years.  Only  the  British 
stock  market  shows  an  increased  ten- 
dency to  move  with  foreign  markets. 

Emerging  markets  tell  a  similar  stoiy. 
Looking  at  the  period  1988  to  1992  and 
the  period  1993  through  mid-1996,  msci 
reports  that  the  tendency  of  its  Asian 
emerging  market  index  to  move  in  tan- 
dem with  either  the  U.  S.  or  Japanese 
stock  market  has  declined  sharply  and  is 
now  quite  weak.  In  contrast,  the  still 
low  correlation  between  its  Latin  Amer- 
ican index  and  other  stock  markets  has 
risen  a  bit. 

The  bottom  line,  says  msci,  is  that 
equity  investors  who  diversify  overseas 
can  still  look  forward  to  lower-  volatility 
and  risk — combined,  hopefully,  with 
higher  returns  as  well. 


TEMPS:  WHOSE 
HELP  IS  WANTE1 

Technical  skills  are  in  demand 

The  shifting  nature  of  temporal!  < 
ployment  in  the  U.  S.  is  ha\| 
dramatic  impact  on  the  revenues  clj 
sonnel-supply  firms.  According  to) 
cent  issure  of  Forecast,  a  demogra 
newsletter,  in  1990  such  firms  w 
about  as  much  cash  from  office  teri 
from  blue-collar,  professional,  ancll 
nical  temps  combined.  But  by  199 
Census  Bureau  reports,  the  revjj 
generated  by  the  latter  groups  re 
nearly  twice  those  produced  by  J 
tional  office  support  staff. 

What's  causing  this  shift?  On  tl 
hand,  slow  growth  in  the  females 
force  and  rising  computerizationiav 
lessened  both  the  supply  of  and  de| 
for  office  temps.  On  the  other,  bi 
outsourcing  has  expanded  to  co 
widening  band  of  corporate  functior! 
ten  on  a  temporary  basis.  The  goa 
Forecast,  "is  to  gain  maximum  fle> 
in  staffing  noncore  jobs,  wheth<j 
warehousing  or  computer  modelini' 


A  GLOBAL  VIEW 
OF  OFFICE  SPACi 

Asia  is  pricey,  America  is  che£ 

In  light  of  their  low  rents,  U.  S. 
with  global  business  ties  seen 
positioned  to  com- 
pete with  venues 
overseas.  Cush- 
man  &  Wakefield 
Inc.,  the  interna- 
tional real  estate 
services  firm,  re- 
ports that  asking 
rates  in  major 
U.  S.  cities  now 
range  from  $21 
per  square  foot  in 
Los  Angeles  to 
$36  in  midtown 
Manhattan.  By 
contrast,  dollar- 
rents  average 
about  $49  in  Paris 
and  Frankfurt  and 
$61  in  London. 
And  they  range 
from  $64  to  $101 
in  such  Asian 
cities  as  Beijing, 
Bombay,  Hong 
Kong,  and  Tokyo. 
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ES,  RETAILERS, 

JERE  IS  A  SANTA  CLAUS 

sk  holiday  shopping  will  boost  the  economy  in  the  new  year 


US.  ECONOMY 


TORES  WERE  BUSY 
ON  BLACK  FRIDAY 


;ales  at  shopping  malls*  - 


93       94      '95  '96 
'CENT  CHANGE  FROM  A  YEAR  AGO 
IS  PER  SQUARE  FOOT  AT 
JIALTY  stores 

DATA  INTERNATIONAL  COUNCIL 
OF  SHOPPING  CENTERS 


More  sweaters  and  fewer  so- 
fas. Jewelry  is  hot;  computers 
not.  And  if  parents  already  haven't  bought  this 
's  list-toppers,  Tickle  Me  Elmo  and  Nintendo  64, 
some  children  may  be  disappointed, 
elcome  to  Christmas  1996.  Unlike  last  year's  cruel 
,  this  holiday  shopping  season  is  looking  pretty 
so  far — and  its  good  tidings  will  extend  beyond  re- 
rs.  The  economic  outlook  for  1997,  especially  for 
s  producers,  looks  a  lot  cheerier  as  well. 

Thanks    to    healthy  job 
growth  and  rising  real  wages 
in  1996,  consumers  are  feeling 
more  confident  and  have  more 
cash  to  spend  this  year.  And 
I — ■ — as — ■-      given   the   estimated  1.1% 
overstatement  of  the  consumer 
price  index  (page  30),  work- 
ers' purchasing  power  is  even 
greater     than  previously 
thought.  Many  retailers  said 
that  sales  met  or  exceeded  ex- 
tions  on  Black  Friday,  the  day  after  Thanksgiving 
\  they  hope  their  bottom  lines  go  from  red  to 
(chart). 

be  sure,  merchandise  is  being  discounted,  but 
)rice  reductions  look  more  controlled  than  last 
5.  That's  because  low  inventories  mean  that  many 
i  may  sell  out  before  retailers  succumb  to  the 
call  of  drastic  discounting.  If  shoppers  buy  most  of 
etail  offerings,  merchants  will  be  reordering  in 
try — boosting  output  at  manufacturers  who  are 
f  showing  more  life  after  a  sluggish  summer. 
5  Federal  Reserve's  Dec.  4  beige  book  report  on 
imic  conditions  around  the  12  Fed  districts  said 
retailers'  holiday  expectations  were  "moderately 
listic."  The  Fed  also  noted  that  "moderate  eco- 
:  growth  continues  to  be  reported"  in  nearly  all 
cts,  similar  to  the  last  reading  in  October. 

D  CONSUMER  FUNDAMENTALS  are  the  prima- 
Lalysts  behind  the  pickup  in  demand.  Real  gross 
stic  product  grew  at  a  revised  2%  annual  rate  in 
lird  quarter,  lower  than  the  2.2%  first  reported, 
luch  of  that  weakness  stemmed  from  a  dormant 
mer  sector.  Final  sales  to  consumers,  businesses, 
Tiers,  and  government  edged  up  just  0.4%  last 
er.  In  addition,  the  downward  revision  to  inven- 


NEW-HOME  SALES: 
DOWN  BUT  NOT  OUT 


tories  was  less  than  expected,  and  net  exports  dragged 
down  growth  by  more  than  initially  reported. 

Consumers,  however,  are  boosting  their  spending 
again.  October  real  outlays  started  this  quarter  at  a 
1.2%  annual  rate  above  its  third-quarter  average,  al- 
ready double  its  gain  for  the  entire  summer  period.  One 
caveat  for  November,  however:  Since  Thanksgiving 
was  later  than  usual,  there  are  five  fewer  holiday  shop- 
ping days  this  year,  which  could  depress  the  govern- 
ment's seasonally  adjusted  sales  data,  ljr  Redbook 
Research  said  that  sales  at  department  and  chain  stores 
for  November  clipped  0.7%  from  October. 

Nevertheless,  the  shopping  season  got  off  to  a  strong 
start.  The  International  Council  of  Shopping  Centers 
reported  that  specialty  stores  in  shopping  malls  saw 
sales  soar  11%  on  Black  Friday  compared  with  a  year 
ago,  the  best  showing  in  at  least  four  years.  Sales  for 
the  entire  Thanksgiving  weekend  were  up  11.9%  from 
a  year  ago  when  sales  were  flat. 

Although  intangibles  such  as 
consumer  confidence  and  job 
security  have  increased  this 
year,  the  strongest  supports 
for  spending  this  holiday  sea- 
son come  from  an  increase  in 
financial  assets.  Wage  gains, 
for  instance,  have  been  quite 
healthy.  Although  real  dispos- 
able income  dropped  0.3%  in 
October,  real  income  has 
grown  at  a  2.1%  annual  rate 
so  far  this  year,  stronger  than  the  1.7%  gain  in  real 
spending.  In  addition,  the  surge  in  the  stock  market 
and  higher  real  estate  values  may  make  consumers 
more  comfortable  about  spending  a  higher  proportion  of 
their  incomes. 

HIGHER  HOME  PRICES  are  the  result  of  the  strength 
in  housing.  New  single-family  home  sales  fell  8.7%  in 
October  to  an  annual  rate  of  714,000.  But  sales  for  the 
year  are  running  13.2%  above  their  1995  totals  (chart), 
and  home  buying  in  1996  is  on  track  to  eclipse  even  the 
boom  year  of  1986.  The  average  price  of  a  new  house  is 
up  4.1%  this  year. 

Consumers  were  buying  homes  in  the  first  half  of 
1996  even  as  mortgage  rates  inched  higher.  Since  July, 
however,  interest  rates  have  come  down,  with  the  rate 
for  a  30-year  fixed  mortgage  slipping  from  8.5%  to 
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7.75%.  That  dip  should  revive  housing  in  the  winter. 

Lower  rates  have  also  touched  off  another  round  of 
refi  madness.  The  Mortgage  Bankers  Assn.  says  appli- 
cations to  refinance  mortgages  doubled  from  July  to  No- 
vember. Most  won't  be  approved  until  1997,  but  the 
prospect  of  lower  mortgage  payments  next  year  makes 
it  easier  to  use  credit  cards  for  holiday  shopping. 

THE  BENEFITS  OF  STRONGER  FINAL  DEMAND  will 

go  beyond  retailing,  of  course.  Manufacturers  should 
profit  from  the  increase  in  domestic  spending,  espe- 
cially since  the  gain  is  complemented  by  better  ex- 
port demand. 

The  Commerce  Dept.  reported  that  new  durable 
goods  orders  rose  0.1%'  in  October  following  a  4.6%< 
surge  in  September.  Excluding  the  volatile  transporta- 
tion sector,  bookings  were  up  0.4%  in  September  and  an 
additional  2.9%  in  October. 

Increased  demand  is  why  factory  activity  continued 
to  pick  up  in  November,  according  to  the  National  As- 
sociation of  Purchasing  Management.  Their  business 
conditions  index  increased  to  52.7%  in  November,  from 
50.2%  in  October.  The  production  index  was  especially 
strong,  vaulting  from  56.6%  to  58.6%,  the  highest  read- 
ing since  January,  1995  (chart). 

The  napm  orders  index  also  jumped,  to  55.4%  from 
51.6%,  lifting  the  index  of  unfilled  orders  as  well.  Ex- 
port orders  alone  slipped  slightly  to  55.8%  from  56.1%, 


FRANCE 


PURCHASERS  SA 
OUTPUT  IS  RISIN 


PRODUCTION 


but  November  marked  the  ninth  consecutive  rr 
that  the  index  was  above  the  50%  mark,  indie 
exports  are  rising. 

The  napm  also  reports  that  inventories  are  no 
cessively  high.  The  napm  said  that  72%  of  their  i 
bers  thought  inventories  held  by  their  customers 
at  the  right  level.  That's  up  from  63%  in  October. 
13%  of  purchasers  thought  inventories  were  too  1 

The  construction  industry  is 
also  doing  well  this  quarter. 
Outlays  for  building  projects 
surged  1.8%  in  October,  the 
third  gain  in  a  row.  Private 
construction  spending  was  up 
a  smaller  but  still  strong  0.9%. 
After  adjusting  for  inflation, 
real  construction  outlays  start- 
ed the  fourth  quarter  at  an 
annual  rate  of  11%  above  their 
third-quarter  average. 

Growth  in  sectors  such  as  exports  and  constn 
will  help  boost  GDP  growth  this  quarter  and  next, 
ever,  consumers  still  account  for  the  bulk  of  sper 
and  their  performance  can  make  or  break  the  ecoi 
Right  now,  Elmo  shortage  or  not,  shoppers  a] 
ready  to  make  this  holiday  season  a  winning  one  f< 
tailers.  And  that  success  will  spread  good  che 
other  industries  into  1997. 


NAPM  INDEXES  — 


NOV  95  NOV 
A  PERCENT  REPORTING  IMPROVE!* 

DATA  NATIONAL  ASSN  OT  PURCHASING 
MANAGEMENT 


TIME  TO  EASE  UP  ON  THE  FRANC? 


The  franc  fort,  is  under  attack 
again,  this  time  by  several  big 
guns  who  are  questioning  the 
decade-old  policy  of  a  strong  franc- 
linked  to  the  German  mark. 

Amid  record  unemployment, 
new  labor  unrest,  and 
growing  discontent 
with  Prime  Minister 
Alain  Juppe's  govern- 
ment, former  Presi- 
dent and  European 
Union  partisan  Valery 
Giseard  d'Estaing  is 
calling  for  a  weaker 
franc  to  spur  exports 
and  jobs.  Prominent 
Parliamentarians  from 
Juppe's  own  party  are  chiming  in, 
and  even  two  policy  council  mem- 
bers of  the  Bank  of  France  are 
openly  calling  for  an  immediate 
easing  of  monetary  policy. 


THE  GROWTH  TREND  IS 
GRADUALLY  IMPROVING 

FRENCH  GOP  GROWTH  RATES  FROM: 
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QUARTER 


'95  I  II  III  IV  '96  I  II  III  IV  EST 
▲  PERCENT   DATA  INSEE.  DRtfMcGRAW-HILl.  BW 


the  outcry.  Third-quarter  real 
gross  domestic  product  rose  a 
strong  0.9% — a  3.7%  annual 
rate — but  fourth-quarter  growth 
will  be  weak  or  negative.  Govern- 
ment rebates,  which  spurred 
third-quarter  car 
sales,  inflated  GDP  as 
did  extra  work  days. 
Those  effects  will  be 
reversed  this  quarter. 
October  consumer 
spending  on  factory 
goods  plunged  2.6%, 
pushing  it  below  the 
third-quarter  level, 
and  car  sales  fell 
25.8%  after  the  subsi- 
dies expired.  September's  1.3% 
drop  in  industrial  production  puts 
fourth-quarter  output  in  a  hole. 

Even  if  fourth-quarter  gdp  de- 
clines slightly,  a  trend  of  economic 


A  weak  economy  is  the  root  of     improvement  is  emerging  (chart). 


Growth  next  year  should  best  tj 
1.2%  expected  for  1996,  but  thd 
government's  2.3%  projection  fq 
1997  may  be  optimistic.  The  loo 
motive  will  be  exports,  as  Frara 
heads  toward  a  record  1996  tra 
surplus.  Also,  the  latest  survey 
factory  capital-spending  plans  | 
forecasts  faster  growth,  and  in 
ventories  are  leaner. 

The  rub  is  consumer  spendinj 
since  joblessness  has  not  yet 
peaked.  The  October  jobless  rati 
held  at  a  record  12.6%,  partly  ri 
fleeting  structurally  high  labor  j 
costs  and  the  inflexibility  to  hir 
and  fire.  Even  2.3%  economic 
growth  would  allow  the  jobless  j 
rate  to  only  edge  lower. 

France  will  move  toward  a  sit- 
gle  currency.  French  and  Germ;i 
central  banks  have  called  for  a 
stronger  dollar,  and  for  now  ths 
should  quell  the  anti-fort  rhetor 


9  FIND  THE  GREAT  THING  IN  THIS  WORLD 
IS  NOT  SO  MUCH  WHERE  WE  STAND,  AS  IN  WHAT  DIRECTION  WE  ARE  MOVING.  -Oliver We„<Jell Holmes, Jr. 


T  A  H  O  E 
LIKE  A  ROCK 


News:  Analysis  &  Commentary 


THE  ECONOMY 


WASHINGTON'S 
HOT  POTATO 

Why  fixing  errors  in  the  CPI  is  so  politically  risky 


■  t  looks  like  a  pot  of  gold — but  it 
I  smells  like  a  barrel  of  trouble.  On 
I  Dec.  4,  a  Senate  advisory  panel  con- 
I  eluded  that  the  consumer  price  in- 
dex, America's  main  gauge  of  inflation, 
overstates  price  hikes  by  1.1  percentage 
points  a  year.  Correcting  that  error — in 
effect,  knocking  down  today's  official  3% 
inflation  rate  by  a  third — could  slash  al- 
most $200  billion  from  the  federal  deficit 
over  the  next  five  years.  It  also  would 
slow  the  growth  of  wages  and  benefits 
for  millions  of  workers  and  retirees,  and 
even  change  America's  view  of  how  the 
economy  has  done  over  the  past  two 
decades. 

But  estimating  errors  in  the  CPI  is 
one  thing.  Fixing  them  will  be  a  far 
tougher  task.  The  problem:  Nearly  half 
the  budget  savings  from  a  CPI  correc- 
tion would  come  in  the  form  of  smaller 
annual  cost-of-living  adjustments  in  So- 
cial Security  and  other  federal  retire- 
ment benefits.  And  while  the  panel's 
findings  imply  that  retirees  have  been 
reaping  a  cola  windfall,  lobbies  for  the 
elderly  don't  see  it  that  way.  "Seniors 
watch  very  closely,  and  they  know 
what  to  do  if  Congress  tries  to 
cut  colas,"  warns  Evelyn  M. 
Morton  of  the  American 
Association  of  Retired 
Persons.   Both  the 
aarp  and  organized 
labor  already  are  mo- 
bilizing to  block  any 
change. 

Those  groups  may 
find  some  unlikely  al- 
lies: hard-line  antitax 
conservatives.  Since 
1981,  the  CPI  lias 
been  used  to  adjust 
federal  income  tax 
brackets  and  personal 
exemption  amounts 
to  protect  taxpayers 
from  inflation-induced 


"bracket  creep."  For  a  family  of  four  in 
the  28%  bracket,  a  1.1-point  drop  in  the 
cola  would  mean  an  extra  $86  in  taxes. 
Budget  hawks  argue  that  over-indexing 
has  given  taxpayers,  like  retirees,  a 
windfall.  But  gop  conservatives  are  like- 
ly to  paint  a  cpi  revision  as  a  backdoor 
hike  in  taxes  on  families. 
uneasy  EMBRACE.  Little  wonder,  then, 
that  gop  leaders  and  the  White  House 
greeted  the  cpi  report  coolly.  Fresh  from 
their  battles  over  slowing  Medicare 
spending.  Republicans  insisted  that  Pres- 
ident Clinton  would  have  to  sign  on  to 
cola  cuts  first:  "Silence  is  not  leader- 
ship," says  Senate  Majority  Leader  Trent 
Lott  (R-Miss.).  But  si- 
lence may  be  all  the 
gop  gets  from 
Clinton  for  now. 
Administration 
economists 


say  they'll  need  months — maybe  ye*; 
to  study  whether  colas  have  beei 
rich  and  whether  the  index  needs  I 
replaced,  cpi  revisions  "won't  play  an 
in  the  1998  budget  talks,  says  Tre;i 
Secretary  Robert  E.  Rubin. 

So  President  Clinton  and  gop  leii 
wall  find  themselves  in  an  uncomfoB 
embrace.  If  they  want  the  savings  I 
cola  cuts,  they  must  take  a  \l 
plunge  together.  But  if  they  pass  9 
up,  they'll  lose  one  of  their  best  hop 
a  budget-balancing  deal. 

This  high-stakes  game  was  lauir 
by  Federal  Reserve  Chairman  | 
Greenspan.  Shortly  after  the  gop  c'i- 


How  the 
CPI  Could 
Be%t... 

DATA:  BUSINESS  WEEK 


RETHINKING  THE  BASKET 

Accounting  for  the  fact 
that  consumers  switch  to 
cheaper  goods  as  overall 
prices  rise  would  cut  the 
inflation  rate  by  0.4%. 


ADDING  DISCOUNTERS 

Surveying  more  discount 
stores  for  pricing  data 
will  reduce  the  rate  by 
0.1%. 


ACCOUNTING  F< 

Larger  adjustme 
quality  gains  in 
as  part  of  the  pr 
equation  would  i 
rate  by  0.6%. 


DECEMBER  16,  1996 


Congress  in  the  1994  elections, 
ed  chief  testified  that  the  index 
overstate  inflation  by  as  much  as 
rcentage  points,  adding  billions  to 
jdget.  Senator  Daniel  P.  Moyni- 
)-N.  Y.)  took  the  hint  and  lobbied 
snate  Finance  Committee  to  ap- 
i  commission  to  study  the  cpi  and 
re  its  biases.  Stanford  University 
sor  Michael  J.  Boskin — President 
;  chief  economist — was  picked  to 
he  group. 

ts  report,  the  commission  concludes 
he  cpi  is  too  simple  an  index  to 
re  prices  accurately  in  a  rapidly 
ing  economy, 
nonth,  the  Bu- 
)f  Labor  Sta- 
surveys  prices 
•es,  auto  deal- 
s,  doctors'  of- 
md  other  out- 
It  plugs  the 
into  formulas 
ive  each  price 
*ht  based  on 
nuch  of  the 
je  consumer's 
t  is  spent  on 
im.  New  cars, 
ample,  make 
I  of  the  cpi 
t  basket.  The 
breakdown  is 
d  on  a  snap- 
shot of  con- 


sumer spending,  last  taken  in  1982. 

This  "fixed-weight"  approach  "guar- 
antees you'll  have  errors  in  a  flexible, 
dynamic  economy,"  says  Boskin.  As 
some  goods  become  more  expensive, 
consumers  substitute  items  whose  prices 
are  rising  less  quickly:  Golden  Delicious 
apples  for  Granny  Smith,  or  chicken  for 
beef.  And  as  discounters  edge  out  down- 
town department  stores,  the  bls's  cal- 
culations don't  credit  shoppers  with  the 
full  savings.  The  Boskin  panel  figures 
these  two  biases  add  half  a  percentage 
point  to  the  cpi's  rate  of  growth.  To 
correct  that,  the  group  calls  for  scrap- 


LOWER  RATE 


The  federal  deficit 
would  get  slashed,  but  wage  and 
benefit  growth  would  slow.  Seniors, 
unions,  and  antitax 
conservatives 
are  already 
girding  for 
battle 


RETIREES  Social  Security 
adjusts  benefits  based  on 
the  CPI.  About  one-fifth 
of  private  pensions  do  the 
same.  That  means  future 
hikes  will  be  reduced. 


WORKERS  Between  20% 
and  25%  of  union  con- 
tracts contain  COLAs; 
60%  of  corporate  man- 
agers say  CPI  changes  are 


important  in  setting  raises,    would  tend  to  raise  taxes. 


ping  fixed  weights  and  updating  the 
consumer  market  basket  more  often. 

The  panel  also  identifies  an  even  big- 
ger set  of  errors  in  the  bls's  adjust- 
ments for  quality  improvements.  To- 
day's cars  are  safer,  more  fuel-efficient, 
and  cleaner  than  those  of  1983.  So 
while  auto  prices  rose  73%  from  1983 
to  1995,  the  cpi  for  new  cars  rose  only 
39%.  The  difference,  bls  says,  is  due  to 
higher  quality  and  added  features  on 
today's  cars.  But  the  Boskin  group  con- 
cludes that  not  enough  credit  is  being 
given  to  quality  improvements — not 
only  in  cars  but  in  medical  care  and 
consumer  electronics.  Using  studies  by 
panel  member  Robert  J.  Gordon  of 
Northwestern  University,  the  group 
says  that  fully  recognizing  quality  gains 
would  shave  an  additional  0.6  points 
off  the  cpi. 

A  NEW  POVERTY  LINE.  Are  they  right? 
bls  statisticians  acknowledge  that  their 
methods   overstate   some  price 
changes — though  they  insist  the 
errors  are  much  smaller 
than  Boskin  says.  Quality 
improvements  are  especially 
tricky  to  measure.  But  the 
Boskin  panel's  estimate  is 
in  line  with  other  studies, 
such  as  a  DRi/McGraw-Hill 
report  to  the  bls  that  pegs 
cpi  bias  at  1.2  points.  And 
it's  far  below  other  esti- 
mates, such  as  a  Federal 
Reserve  Bank  of  Philadel- 
phia study  that  says  that 
errors  total  2.75  points — vir- 
tually   all  of 
today's  3% 
inflation. 

Whatev- 
er numbers 
are  used, 
rejiggering 
the  cpi  will 
affect  a 
vast  array 
of  other 
govern- 
ment statis- 
Im      tics.  The  im- 
pact  is  greatest 
on  real,  inflation- 
adjusted  wages 
and  incomes.  Using 
the  official  cpi,  real 
median  family  income 
rose  only  4%  from 
1973  to  1995;  using 
Boskin's  figures,  fam- 
ily income  rose  36%. 
Average  hourly  earn- 
ings    rose  13%, 
Boskin  says,  rather 


TAXPAYERS  Personal 
exemptions  and  tax- 
bracket  income  levels  are 
indexed  to  rise  with  the 
CPI.  Slower  CPI  increases 
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than  falling  13%  as  originally  reported. 
The  new  figures  "will  put  the  problem 
of  poverty  in  a  rather  different  light," 
says  panel  member  Dale  Jorgenson  of 
Harvard  University,  because  the  pover- 
ty line,  adjusted  each  year  for  price 
hikes,  would  be  lower. 

To  be  sure,  the  spreading  income  gap 
between  low-wage  workers  and  execu- 
tives won't  grow  or  shrink  with  these 


new  figures.  The  cpi  measurement  gap 
appears  to  have  been  fairly  consistent 
during  the  past  20  years,  and  there's  no 
evidence  that  any  errors  have  affected 
income  measures  differently  for  differ- 
ent groups  of  consumers — low-income 
vs.  middle-income  households,  for  in- 
stance. "Consumers  won't  say,  'Now  I'm 
feeling  better,  because  the  statistics 
say  I'm  better,' "  says  F.  Thomas  Juster, 


a  University  of  Michigan  econcii 
The  debate  over  how  fast  the  eccb 
can  grow,  too,  won't  go  away.  Bcfc 
and  dri's  figures  imply  that  today's* 
omy  is  growing  faster  than  official  i 
sures  indicate,  by  0.5  to  0.8  pi 
Growth  in  real  gross  domestic  pr 
measured  at  a  2.9%  rate  in  the  flrsl 
months  of  1996,  would  be  adjust^ 
to  as  much  as  3.7%.  But  the  me;i 
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UNCLE  SAM  SHOULD  COUNT  SOFTWARE,  NOT  BUGGY  WHIPS 
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Fith  its  new 
report,  the 
Boskin 
Commission  con- 
firms what  many 
economists 
already  suspect- 
ed: The  official 
consumer  price 
index  overesti- 
mates inflation  by 
"  a  bit  more  than  a 
percentage  point. 

But  the  problems  of  the  nation's 
economic  statistics  cannot  be  fixed  by 
just  reducing  the  inflation  rate.  Put 
bluntly,  today's  statistical  system  is 
an  antique.  National  output,  as 
measured  by  the  government, 
misses  much  of  the  information 
economy.  From  software  to  fi- 
nancial services  to  communica- 
tions, the  data  understate 
the  economic  contribution  of 
companies  such  as  Microsoft, 
Fidelity,  and  mci.  "The  key  to 
growth  is  a  country's  ability  to 
process  and  move  information 
and  produce  information-based 
products,"  notes  Howard  A. 
Rubin,  a  Hunter  College  com- 
puter sciences  professor.  "But 
the  Information  Age  metrics  just 
don't  exist  yet." 

CLUELESS.  With  more  economic  activi- 
ty escaping  the  statistical  net,  there  is 
no  good  way  to  assess  how  fast  the 
economy  can  grow  without  igniting 
inflation.  Moreover,  the  distortions  in 
the  data  make  it  ever  harder  for  the 
Federal  Reserve  to  judge  if  the  econ- 
omy is  slowing  or  speeding  up. 

The  problems  show  up  clearly  in 
the  job  numbers.  Each  month  the 
Bureau  of  Labor  Statistics  publishes 
employment  data  on  well  over  200 
different  manufacturing  industries. 


The  mineral  wool  industry  has  its 
own  data,  as  does  costume  jewelry. 
By  contrast,  computer  and  data  pro- 
cessing services  is  broken  into  only 
six  industries. 

Government  consumer-spending 
data  are  equally  clueless  about  the  In- 
formation Age.  Virtually  all  financial 
services,  for  example,  are  combined 
into  one  uninformative  category.  That 
means  the  official  statistics  do  not 
pick  up  the  pervasive  impact  of  finan- 
cial innovations  such  as  automated 


teller  machines,  direct  deposits,  auto- 
matic overdrafts  on  checking  ac- 
counts, and  mutual  funds. 

Especially  disturbing  for  policymak- 
ers is  the  lack  of  good  data  about  in- 
vestment, which  determines  the  po- 
tential growth  rate.  The  government 
tracks  tangible  investments  such  as 
machinery,  office  buildings,  and  high- 
ways. But  the  billions  spent  by  corpo- 
rations on  developing  software  and  in- 
formation technology  systems  are 
mostly  not  counted.  Construction 
spending  for  a  retail  store  gets  added 


to  GDP — but  money  spent  on  softwa 
to  set  up  a  Web  site  for  the  same 
purpose  doesn't.  And  the  booming 
business  of  helping  corporations  bui 
new  information  systems  is  "comple 
ly  invisible  to  the  statistical  system,  Pl 
says  consultant  Martin  Fleming,  at 
Cambridge-based  abt  Associates  In 
LAGGING  FIGURES.  Without  this  mis; 
ing  data,  the  Federal  Reserve  can't 
tell  how  close  the  economy  is  to  ful 
capacity.  True,  the  Fed  tracks  capa< 
ty  utilization  in  factories.  But  no  su 
figure  exists  for  how  much  compi 
and  telecom  capacity  is  used. 

The  end  result:  Government  ni 
bers  are  becoming  less  useful  for 
I  guiding  the  economy  through  upa 
and  downs  of  the  business  cycle. 
Manufacturing  statistics  are  at 
most  a  few  months  out  of  datej 
but  many  figures  for  health-car! 
spending,  financial  services,  an 
expenditures  by  state  and  loci  i 
governments  come  out  only  ai 
ter  a  lag  of  a  year  or  two.  So,  ' 
much  of  quarterly  GDP  is  based  o 
what  the  Commerce  Dept.  delicate 
calls  "judgmental  trends" — that  is,  ef 
trapolations.  And  the  official  numbe: 
may  not  reflect  a  recession  or  boom- 
until  well  after  it  stalls. 

In  short,  we  are  ill-served  by  a  s| 
tistical  system  designed  for  an  era  < 
when  manufacturing  was  king.  Revi 
ing  the  cpi  is  a  start,  but  the  gover 
ment  statistical  agencies  need  to 
make  a  concerted  effort  to  incorpo- 
rate the  booming  information  sector 
into  the  numbers  that  Americans  re 
on.  Such  a  substantial  reworking  of 
the  government  data  won't  be  cheat- 
or  easy — but  without  it,  the  official 
statistics  are  doomed  to  irrelevancy. 

Mandel  is  business  week's  ecomol 
ics  editor. 


error  doesn't  explain  the  econo- 
jlowdown  since  the  1960s,  when 
lined  4.7%  a  year,  because  a  similar 
ment  would  be  added  to  histori- 
owth  rates.  "It's  clear  that  real 
h  is  underestimated  now — but  it 
ras  underestimated  before,"  says 
member  Zvi  Grileches  of  Harvard. 
;ss  leaders  who  champion  tax  cuts 
^regulation  to  boost  growth  won't 
erred  by  any  cpi  revisions, 
estated  cpi  would  mean  that  pro- 
ity  is  growing  faster  than  we 
-but  still  not  as  fast  as  it  used 
I  estimates  that  the  1990s'  1.2% 
h  rate  in  output  per  worker-hour 
i  be  revised  up  to  2%.  But  that's 
r  below  the  1960s'  rate,  which  dri 
revise  up  to  3.2%.  The  Fed,  for 
as  long  adjusted  to  that  problem 
y.  Following  Greenspan's  lead,  the 
1  bank  has  largely  ignored  the  cpi, 
lg  instead  by  other  signs  of  wage 
rice  pressures.  Says  Fed  Gover- 
iwrence  B.  Lindsey:  "We  adjusted 
inking  for  cpi  bias  long  ago." 
EAR  PHASE-IN.  Business,  howev- 
[  not.  A  new,  slower-growing  cost- 
lg  index  could  eventually  find  its 
ito  lower  raises  for  workers.  Some 
f  the  big-company  managers  sur- 
by  Buck  Consultants  Inc.  say 
'Pi  inflation  is  still  important  in 
I  raise  amounts.  "I'm  not  sure  the 
cpi  alone  can  change 
things,"  says  Gordon 
M.  Bethune,  ceo  of 
Continental  Airlines 
Inc.,  "but  it  can  sway 
things  over  time." 

Over  a  long  time. 
The  Boskin  report's 
16  recommendations 
for  changing  inflation 
measures  would  re- 
quire as  much  as  five 
years  to  phase  in, 
says  Grileches.  Even 
~  then,  the  bls  would 
from  realizing  the  full  adjust- 
for  quality  changes.  So  Congress 
i  White  House  won't  have  an  of- 
idex  to  justify  any  benefit  slow- 
tefore  their  2002  goal  for  balanc- 
budget. 

they  need  budget  savings  now. 
-  negotiators  had  hoped  that  the 
panel  would  give  them  a  clean, 
ic  way  to  slow  down  colas.  In- 
;he  slow  pace  of  cpi  reform  will 
hat  politicians  will  have  to  trim 
>n  their  own,  by  pegging  them  to 
ng  less  than  the  cpi.  That  means 
seniors  in  the  eye  and  explaining 
'he  Boskin  report  may  justify 
eductions  to  economists.  Con- 
the  elderly  that  they're  not  get- 
•aw  deal  will  be  one  tough  sale. 
Mike  McNamee  in  Washington 


AIRLINES 


NO  WIND  BENEATH 
ITS  WINGS 

A  Delta  deal  for  Continental 
is  unlikely  to  fly 

The  last  time  Delta  Chairman 
Ronald  W.  Allen  did  a  major  deal, 
in  1991,  he  bagged  near-death  Pan 
American  World  Airways,  got  a  toe- 
hold in  Europe,  and  lost  more  than 
$2.2  billion  during  the  next  four  years. 
But  Allen  may  have  the  merger  itch 
yet  again:  He  is  talking  to  Continental 
Airlines  Inc.  about  a  deal  that  would 
create  the  world's  largest  carrier,  ac- 
cording to  a  source  familiar  with  the 
talks.  But  preliminary  talks  don't  nec- 
essarily make  a  deal.  Indeed,  many  air- 
line watchers  are  hoping  Allen  will  take 
a  pass.  "A  deal  doesn't  make  any 
sense,"  says  Dillon,  Read  &  Co.  analyst 
John  Pincavage. 

CULTURE  CLASH?  First,  the  deal  would 
have  to  get  done.  Continental  has  hung 
out  a  "For  Sale"  sign  several  times  in 
the  past  few  years.  Northwest  Airlines 
Inc.  considered  acquiring  it  in  1992  and 
1995,  and  United  kicked  its  tires,  too, 
last  year.  Delta  Air  Lines  Inc.  and  Con- 
tinental have  talked  since  midsummer, 
but  progress  has  been 
slow.  "It's  beyond  pre- 
liminary, but  nowhere 
near,  'Let's  sit  down  and 
discuss  terms,'"  says  the 
source  close  to  the  talks. 

Continental's  stock 
now  trades  at  about  31, 
a  hefty  gain  from  the  $8 
a  share  Texas  financier 
David  Bonderman  and 
his  partners  paid  for 
their  controlling  stake  in 
1993,  when  they  brought 
the  carrier  out  of  bank- 


ANEW  N0.1? 

DELTA/CONTINENTAL* 
UNITED 


AMERICAN 


NORTHWEST 


USAIR 


0  9 
►  PERCENT 

IF  DEAL  IS  CONSUMMATED 


DOLLARS  AND 
NONSENSE?  A  deal 
would  likely  push 
Delta's  costs  higher 

ruptcy.  And  Bonder- 
man  is  eager  to  sell. 
But  even  Continen- 
tal Chief  Executive 
Gordon  M.  Bethune, 
in  an  interview  just 
before  news  of  the 
talks  broke,  down- 
played the  chances 
of  Continental's  be- 
ing acquired  by  an- 
other carrier.  A  sale 
becomes  "more  improbable"  as  Conti- 
nental's market  capitalization  nears  $2 
billion,  Bethune  says.  And  besides,  he 
adds,  Delta's  "inwardly  focused"  cul- 
ture makes  it  unlikely  to  do  a  deal. 
Also  telling  was  the  sale  of  1.16  million 
Continental  shares  in  recent  weeks  by 
Bethune  and  nine  other  top  Continental 
executives — an  unusual  move  if  they 
expected  a  merger  anytime  soon. 
ELUSIVE  BENEFITS.  A  deal  doesn't  make 
sense  in  many  ways.  Allen,  who  de- 
clined an  interview,  has  staked  his 
tenure  at  Delta  on  aggressive  cost-cut- 
ting during  the  past  two  years,  slashing 
10,000  jobs  and  streamlining  operations. 
But  Delta's  costs  are  edging  up  again, 
jumping  4%  in  the  third  quarter  from 
the  year-ago  period.  The  8.71(2  it  costs 
Atlanta-based  Delta  to  fly  a  seat  one 
mile — a  standard  industry  efficiency 
measure — is  still  far  from  its  goal  of 
7.5(2.  And  merging  with  Continental  is 
likely  to  create  operational  and  labor 
headaches,  driving  costs  still  higher. 

There  are  reasons  to  try  for  the 
deal.  There's  little  overlap  of  the  carri- 
ers' routes,  so  existing  revenues 
wouldn't  be  cannibalized.  Delta  could 
ease  free  of  its  unprofitable  hub  in  Dal- 
las, because  Continental  is  strong  in 
Houston.  And  Continental's  Latin 
American  and  Pacific  operations  would 
be  a  plus  for  Delta. 

If  a  deal  does  happen,  many  ob- 
servers predict  more  consolidation.  But 
that  assumption  may  prove  false.  Al- 
though they  are  compet- 
itive, the  airlines  oper- 
ate in  their  own 
spheres,  and  only  usAir 
significantly  overlaps 
with  the  combined 
routes  of  Continental 
and  Delta.  This  may  be 
a  deal  that  gets  ground- 
ed before  it  gets  off  the 
ground. 

By  David  Greising  in 
Atlanta  and  Wendy 
Zellner,  with  bureau 
reports 
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TEXACO  WAS  JUST 
THE  BEGINNING 

Expect  more  civil  rights  tangles  with  Corporate  America 


It  was  perhaps  the  first  big  aftershock 
of  Texaco  Inc.'s  diversity  debacle.  On 
Dec.  2,  Jesse  Jackson  led  a  clamorous 
protest  outside  R.  R.  Donnelley  &  Sons' 
Chicago  headquarters,  showing  support 
for  a  suit  brought  by  minority  workers 
who  were  fired  when  Donnelley  closed  a 
printing  operation.  "We're  willing  to 
demonstrate  and  litigate,"  Jackson  said. 

Donnelley  denied  wrongdoing 
and  said  it  would  contest  the  dis- 
crimination charges  in  court.  But 
employers  elsewhere  increasing- 
ly face  similar  public  attacks. 
Flush  from  their  landmark  set- 
tlement of  Texaco's  racial-dis- 
crimination charges,  major  civil 
rights  groups  are  sharpening 
their  focus  on  corporate  diversi- 
ty programs.  Some  promise 
more  confrontation,  more  litiga- 
tion, and  more  boycotts.  "The 
Texaco  incident  does  have  the 
potential  to  catalyze  the  civil 
rights  movement  into  a  more  ag- 
gressive campaign,"  says  Wade 
Henderson,  executive  director  of 
the  Washington-based  Leader- 
ship Conference  on  Civil  Rights. 
CONFRONTATION.  Corporate  ac- 
tivism isn't  an  unknown  tactic 
for  the  civil  rights  movement. 
Jackson's  Rainbow  push  Coali- 
tion has  happily  pursued  clashes 
with  business  for  two  decades. 
And  the  National  Association  for 
the  Advancement  of  Colored 
People  negotiated  an  important 
discrimination  settlement  with 
Flagstar  Cos.'  Denny's  Inc. 
restaurant  chain  in  1993.  For  the 
most  part,  though,  mainstream 
groups  have  tended  to  shy  away 
from  such  battles,  dedicating  re- 
sources instead  to  lobbying  and 
shaping  legislation. 

Texaco  gave  those  organiza- 
tions a  taste  of  the  exposure  and 
leverage  that  direct  confrontation  can 
achieve.  Faced  with  inten.  media 
scintiny  over  tape  recordings  of  senior 
executives  discussing  black  employees 
in  pejorative  terms,  the  oil  company 
agreed  to  settle  an  unrelated  discrimi- 
nation suit  by  paying  out  $176  million, 
including  $35  million  to  fund  an  un- 


precedented task  force  of  outsiders  em- 
powered to  shape  personnel  decisions 
affecting  minorities. 

The  remarkable  accord  was  a  tonic 
for  rights  groups  that  have  lost  consid- 
erable ground  in  the  public-policy  arena. 
On  Election  Day,  California  voters  ap- 
proved a  proposition  that  would  bar 
state  and  local  governments  from  us- 


PROTEST:  ing  gender  or  race-based  em- 

Outside  R.R.      ployment  preferences.  In  Con- 
Donnelley,        gress,  Rep.  Charles  Canady 
support  for        (R-Fla.)  plans  to  reintroduce 
fired  workers      legislation  to  limit  preferences 
"  in  the  federal  government.  Af- 
firmative action  is  losing  ground  in  the 
courts,  too:  In  mid-November,  for  ex- 
ample, the  Boston  school  board  dumped 
a  quota  system  for  applicants  to  its  se- 
lective public  high  schools  after  a  federal 
judge  indicated  he  likely  would  mle  the 
strategy  unconstitutional. 

Activists   understand   the  trend. 


"We've  been  spiraling  down  at  a  jpid 
rate"  since  the  defining  civil  rightij/ic- 
tories  of  the  1960s,  says  Celes  KinjIII 
chairman  of  the  Congress  of  Rj;ial 
Equality  of  California.  "Now,  wtjai-f 
having  to  change  direction.  The  bciorr 
line  is  in  commerce,  and  we  have  g,  t( 
deal  where  the  action  is." 
"BULLETPROOF."  King  says  more 
business  actions  are  likely,  although 
has  none  planned.  Henderson  is  p 
cautious,  indicating  that  boycottsjvil"' 
remain  "activities  of  last  resort."  Raiei 
rights  groups  will  attempt  to  usAh' 
Texaco  case  as  ammunition  in  lessns 
conian  battles  for  preserving  affi'n; 
tive  action  in  the  workplace  ani  ii 
awarding  contracts.  Still,  naacp  ftsi 
dent  Kweisi  Mfume  suppoits  a  conhu 

THE  BOYCOTT  CARD 

Civil  rights  groups'  1996  actiof 
against  corporations 


4. 


:-  The  Washington  Lawyers  C( 
mittee  for  Civil  Rights  &  Urban 
Affairs  sued  on  behalf  of  three  bl 
customers  who  alleged  discrimin; 
tion  at  some  franchises. 


R.R.  DONNELLEY  Jesse  Jackson 
Rainbow  PUSH  Coalition  demons 
ed  outside  the  printer's  Chicago 
office  over  charges  of  racial  bias 


Ik 


MITSUBISHI  Jackson  and  NOW 
called  for  a  boycott  over  evidence 
bias  among  manufacturing  worke 
and  a  lack  of  minority  dealership; 


nsel 
id  an 

iei 


rty 

Civil  rights  leaders  exte 
ed  their  boycott  on  Nov.  26,  calli 
the  oil  company's  progress  on  dis 
crimination  "disappointing." 

UNITED  DAIRY  FARMERS  The  1 
Columbus  (Ohio)  Urban  League  as 
black  leaders  to  consider  boycott  ir 
the  retail  chain  following  suits  ally- 
ing employment  discrimination. 

DATA:  BUSINESS  WEEK 

ing  boycott  of  Texaco.  And  officia 
the  Columbus  (Ohio)  Urban  Leagu  i 
Nov.  25  vaguely  threatened  a  boioty  rj„, 
against  United  Dairy  Farmers,  a  ru 
er  being  sued  by  two  employees  f 
discrimination. 

Employers  under  fire  say  the  Tei 
episode  won't  determine  their  respo 
"We're  not  a  Texaco,  in  a  lot  of  WiStitint 
says  Alan  M.  Lirtzman,  United  Eifleofj 
Farmers'  human  resources  director.  I 
they  acknowledge  that  the  race  dyi%ries 
ic  is  changing.  To  avoid  costly  and  i 
barrassing  clashes,  companies  likelyN 


to  existing  affirmative-action  poli- 
The  Texaco  case  "reaffirmed  for 
ie  approach  and  direction  we've 
i,"  says  Eileen  C.  Farrar,  senior 
resident  for  human  resources  at 
i  Life  Insurance  Co.  of  America. 
;d,  "so  long  as  they  meet  current 
and  timetables,  [corporations]  feel 
;proof,"  remarks  Gerald  A.  Rey- 
,  a  legal  analyst  with  the  con- 


servative Center  for  Equal  Opportunity. 

The  continued  weakening  of  affirma- 
tive action,  however,  threatens  employ- 
ers' safe  haven.  Preference  programs 
allow  them  to  point  to  credible  progress 
on  standardized  measures.  Lacking  that 
yardstick,  they  could  become  vulnerable 
to  a  chaotic  give-and-take  with  activists. 
Says  Reynolds:  "What  corporate  chief- 
tains don't  understand  is,  they  can't  win 


that  game."  Many  civil  rights  groups, 
he  says,  won't  be  satisfied  until  they 
get  a  workforce  that  reflects  the  demo- 
graphics of  the  general  population. 

Will  rights  groups  scrap  a  tradition  of 
quiescence  to  get  that?  Not  overnight. 
After  Texaco,  though,  they  appear  em- 
boldened to  change  course. 

By  Keith  H.  Hammonds  in  New 
York,  with  bureau  reports 


ESSE  JACKSON:  IF  THEY  DONT  AGREE,  WE  WILL  ESCALATE' 


I esse  Jackson  is  back  in  busi- 
ness— in  business's  face,  that  is. 
The  public's  conservative  mood 
d  relegated  the  liberal  civil-rights 
ider  to  the  sidelines.  But  a  spate  of 
^crimination  charges  leveled  at 
S.  corporations  lias  given  Jackson 
w  life.  Now,  he's  leading  a  newly 
\ible  charge,  demanding  major 
inges  in  corporate  attitudes  to- 
\rd  workers.  Jackson  was  inter- 
wed  Dec.  2  by  Washington  Bureau 
ief  Lee  Walczak,  the  same  day  he 
i  with  R.  R.  Donnelley  officials  in 
■icago  to  discuss  employee  allega- 
ns  of  racial  discrimination. 

Where  do  you  stand  in  your  de- 
md  for  further  civil-rights  conces- 
ns  from  Texaco? 
Texaco  [by  agreeing  to  a  $176 
lion  settlement]  has  admitted 
asm  and  racism.  The  pressure  for 
it  settlement  did  not  come  from 
•  Office  of  Federal  Contract  Com- 
mce,  the  Equal  Employment  Op- 
•tunity  Commission,  or  the  Attor- 
l  General.  It  came  from  the 
iple,  filing  these  very  expensive 
vate  lawsuits.  While  Texaco  set- 
I,  it  did  not  deal  with  other  prob- 
is — low  hourly  wages,  or  with  re- 
;ry  pollution  in  California  and 
risiana,  where  they  have  plants 
itting  carcinogens.  We're  still 
•hing  the  four  Es — fair  employ- 
nt,  ending  environmental  racism, 
nomic  development,  and  a  plan  to 
orce  compliance  with  civil-rights 
s.  The  lawsuit  won  an  admission 
listorical  wrongdoing.  But  the 
ley  doesn't  deal  with  ingrained 
porate  racism. 

What  specifically  are  you  asking 
\  rexaco  management  now? 
[  First,  a  goal  and  timetable  for 

•uiting,  hiring,  and  promotion  for 
;  pie  of  color.  Second,  a  commit- 

lt  in  the  areas  where  they  have 
i  neries  to  reduce  toxic  emissions 
1  provide  health  clinics.  Third,  an 


economic  development 
plan. 


Q:  In  the  past,  you 
have  blamed  the  Clin- 
ton Administration  for 
weak  enforcement. 
Why  ?  They  have 
brought  many  cases, 
and  claim  that  it  is 
only  the  Republican 
budget  cuts  impeding 
them  from  bringing 
more. 

A:  First  of  all,  the 
Feds  didn't  jump 
first  in  many  of 
these  cases — people 
screamed  to  the 
media.  And  the  cut- 
backs in  civil-rights 
agencies  began  in  1992, 
not  1994.  President 
Clinton  and  Vice-Presi- 
dent Gore  bragged 
about  government 
layoffs  under  their 
Reinventing  Govern- 
ment initiative.  When 
you  downsize  enforce- 
ment agencies,  in  ef- 
fect you  reduce  civil- 
rights  laws  to  [the 
status  of]  Indian 
treaties — they  become  unenforce- 
able. Big  corporations  now  know 
they  can  outdistance  these  federal 
agencies. 

Q:  A  federal  judge  recently  delayed 
the  implementation  of  Proposition 
209,  the  California  initiative  that 
bans  state  affirmative-action  prefer- 
ences. Wasn't  this  a  victory  for  civil- 
rights  activists? 

A:  It  was  a  tremendous  victory,  but 
it  has  to  be  finalized.  There  are  still 
forces  in  motion  to  reduce  black  and 
brown  participation  in  the  work- 
force. Unless  the  government  goes 
on  the  offensive,  we  will  lose  more 
ground. 


TEKACO 


WHAT  DO  WE  WANT? 

". . .  fair  employment, 
[an  end  to] 
environmental 
racism,  economic 
development,  and  a 
plan  to  enforce 
compliance  with 
civil-rights  laws" 


Q:  But  didn't  many 
corporations  oppose 
the  drive  to  upend 
California's  affirma- 
tive-action plan? 
A:  If  they  were 
against  Proposition 
209,  they  should 
have  financed  an  ad- 
vertising campaign 
to  stop  it — which 
they  did  not  do. 

Q:  Are  you  serious 
about  your  threat  to 
urge  big-city  mayors 
to  divest  their  port- 
fol  ios  of  Texaco 
stock  unless  the 
company  bows  to 
your  demands? 
A:  Our  interest 
is  not  in  putting 
Texaco  out  of  busi- 
ness. We  want 
them  in  business. 
But  if  they  don't 
agree,  we  will  esca- 
late, picket,  and 
seek  divestiture. 


Q:  The  history  of 
boycotts  indicates 
that  most  don't 
work.  Isn't  this  a  hollow  threat? 
A:  You've  got  a  selective  memory  of 
history.  The  Montgomery  (Ala.)  bus 
boycott  worked.  Though  it  took  years, 
South  African  sanctions  worked. 

Q:  What  do  you  perceive  as  Clin- 
ton's position  on  this  new  crusade 
against  corporate  discrimination? 
A:  His  position  has  basically  been  to 
support  affirmative  action.  The  big 
struggle  was  to  pass  the  civil-rights 
laws.  But  the  challenge  now  is  to 
implement  them.  That  will  only  hap- 
pen because  of  the  pressure  we  ap- 
ply. Change  is  always  the  combina- 
tion of  an  enlightened  leader  and  an 
energized  public. 


COMMENTARY 

By  Paula  Dwyer 


MEMO  TO  JANET  RENO:  QUIT  DODGING  DONORGATE 


Three  times,  Attorney  General 
Janet  Reno  has  weighed  a 
request  to  name  an  independent 
counsel  to  investigate  the  Demo- 
crats' foreign  fund-raising  follies. 
Each  time,  most  recently  on  Nov.  29, 
she  has  declined.  Like  everyone  in 
Washington,  the  nation's  top  law- 
enforcer  now  appears  to  have  chosen 
sides.  But  this  case  cries  out  for  an 
investigator  beyond  White  House 
control.  Reno  should  reconsider. 

It's  not  just  that  her  timing  is  bad. 
Reno's  nay  comes  as  she  awaits  word 
on  her  future  at  the  Justice  Dept.  and 
amid  a  White  House  whisper  cam- 
paign that  says  President  Clinton  is 
annoyed  be- 
cause she  has 
named  foul- 
indepen- 
dent counsels  on      '  i— -""j!^ 
other  matters. 

But  her  decision, 
which  gives  the  appear- 
ance that  she's  campaigning 
to  keep  her  job,  is  faulty  for 
graver  reasons.  Reno  argues 
that  there's  no  compelling  rea- 
son to  name  an  independent 
counsel.  She  rightly  points  out 
that  John  Huang,  the  former  Lippo 
Group  executive  and  Commerce 
Dept.  official  at  the  heart  of  the  con- 
troversy, never  held  positions  lofty 
enough  to  be  covered  by  the  indepen- 
dent counsel  statute.  But  she  wrongly 
says  that  there  is  no  credible  allega- 
tion of  misconduct  by  those  the  law 
does  cover — the  President,  Vice-Presi- 
dent, and  top  election  officials. 

Granted,  there's  no  proof  to  date  of 
direct  Presidential  involvement.  And 
a  Justice  Dept.  task  force  is  conduct- 
ing its  own  inquiry.  But  only  an  inde- 
pendent counsel  would  have  the  au- 
thority to  demand  that  Clinton  and 
his  aides  turn  over  the  infoiTnation 
needed  to  settle  a  key  question:  Did 
Lippo,  a  $12  billion  financial  and  real 
estate  empire  based  in  Indonesia,  get 
something  for  its  $1.1  million  in  con- 
tributions? Justice  employees,  after 
all,  work  for  the  President  and  can't 
be  expected  to  subpoena  his  records. 

There's  plenty  for  an  independent 
investigator  to  examine,  especially  the 
President's  frequent  contacts  with 


Huang  and  James  T.  Riady,  the  son  of 
Lippo's  founder.  Riady  was  cleared 
into  the  White  House  25  times,  meet- 
ing with  the  President  6  times. 
Huang  was  granted  access  138  times, 
and  on  15  occasions  he  met  with  Clin- 
ton. On  average,  one  or  the  other  vis- 
ited the  White  House  once  a  week. 

Sure,  corporate  executives  meet  with 
the  President  every  week.  But  Riady 
and  Huang  had  extraordinary  access, 
even  in  times  of  crisis.  One  visit  took 
place  on  Apr.  19,  1993 — the  day  of  the 
inferno  in  Waco. 

While  Reno  took  the  heat,  Clinton 
was  posing  for  photos  with  Riady  and 
Huang  in  the  oval  office.  At  times, 
Huang  and  Riady  made  the  White 
House  then1  home-away-from-home. 
They  were  present  on  five  consecutive 


i 


Only  an  independent 
counsel  can  find  out  if 
Lippo  profited  from  its 
donations  to  the  Dems 


days,  June  21-25,  1994.  A  month  late 
Huang  became  a  Deputy  Assistant 
Commerce  Secretary  handling  trade 
and  other  policy  matters  with  Taiwai 
China,  Vietnam,  and  other  emerging 
markets.  Six  weeks  later,  Lippo's 
partner  on  a  $1  billion  Chinese  powe 
plant,  Entergy  Corp.,  won  a  coveted 
seat  on  a  China  trade  mission  led  by 
Commerce  Secretary  Ronald  H.  Brow 

The  White  House  appears  to  be 
withholding  information,  a  situation  £ 
independent  counsel  could  resolve  by 
subpoena.  A  printout  of  Huang's  Con 
merce  Dept.  phone  records,  for  exam 
pie,  was  dated  Oct.  23 — two  weeks 
before  the  election.  But  the  records 
weren't  handed  over  to  the  Hill  until 
Nov.  15.  Only  last  week  did  the  Whit 
House  reveal  the  existence  of  letters 
to  Clinton  from  Mochtar  Riady, 
James's  father.  In  one  dated  Mar.  9, 
1993,  he  urged  Clinton  to  grant  recoj 
nition  to  Vietnam,  a  move  that  stood 
to  benefit  Lippo. 
TWO  VIEWS.  At  othe 
times,  it  appears  th( 
White  House  has 
deliberately  tried  t< 
mislead.  Bruce  R. 
/~"\  /     Lindsey,  deputy  counsel 

•j     to  the  President,  told 
J/~'    White  House  lawyers  han- 
dling questions  on  Lippo  that 
James  Riady's  meetings  with 
Clinton  were  strictly  social.  But  th 
White  House  has  since  said  that  the 
two  discussed  Indonesia  policy  and 
trade  with  China. 

At  worst,  the  Clintonites  see 
Donorgate  as  an  example  of  fund-rai 
ing  fever — a  bipartisan  disease.  And 
they  view  Huang  as  an  overeager 
newcomer  who  made  mistakes.  They 
say  the  lesson  here  is  that  Washing- 
ton needs  campaign-finance  reform. 

The  gop  sees  something  far  more 
sinister.  Republicans  think  the  White 
House  sought  campaign  funds  from 
Asians  and  bent  policies  to  satisfy 
Asian  business  interests.  Access  to 
the  Oval  Office  was  the  quid  pro  quo. 
With  the  White  House  acting  like  it 
has  something  to  hide,  it  will  take  an 
independent  counsel  to  sort  out  whicl 
view  comes  closer  to  the  truth. 


Dwyer  follows  the  Donorgate  affaii 
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GUT 

Al  so    k  ii  o  w  n  as: 

"the  big  decision  maker" 


Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 

FUJITSU 

FUJITSU  PC  CORPORATION 
  Built    for    H  u  m  a  n  s  .   


EVERY  NOTEBOOK  COMES  WITH 
A  BIG  HELPING  OF  REASSURANCE. 

(D  As  the  2ND  LARGEST  COMPUTER  maker  in  the  world 
we  know  how  to  satisfy  the  biggest  expectations. 

(2)  24  hour,  7  day  a  week  PHONE  AND  WEB  access  is  a 
helpful  reminder  that  we're  here  to  serve  you. 

(3)  Substantial  SUPPORT  with  a  three-year  limited 
warranty  and  available  24  hour  replacement. 


The  The 

LifeBook  LifeBook 

600  500 

Series.  Series. 


introducing  the  LifeBook™  500  and  600  Series.  Notebooks 
with  all  the  hi-tech  stuff  you  need.  Ultra-fast  Intel  Pentium" 
processors.  CD-ROM  drives.  Big,  crisp  screens.  Sleek, 
ergonomic  designs.  And  ol  course,  extraordinary  service 
and  support.  All  with  an  extra  serving  ol  solid  dependability. 


FUJITSU  PC  CORPORATION.  For  more  info,  call  1-888-4-ON-THE-GO,  ext.  0001, 
visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  at  1-800-936-5209. 


tium 


LifeBook  is  a  trademark  ot  Fujitsu  PC  Corporation,  and  Fujitsu  and  the  Fujitsu  logo  are  trademarks  of  Fujitsu  Ltd.  The  Intel  Inside  I-ogo  and  Pentium  are  registered 
trademarks  of  Intel  Corporation.  Microsoft,  Windows,  and  the  Windows  logo  are  registered  trademarks  <>l  Microsoft  Corporation  All  other  trademarks  or  registered 


Designed  for 


Microsoft* 

\A/inrlnu/c?QR 


News:  Analysis  &  Commentary 


AUTOS 


NOT  WITH  A  BANG, 
BUT  A  SETTLEMENT 

That's  how  GM  vs.  VW  will  probably  end-eventually 

General  Motors 
Corp.'s  top  in- 
ternational exec- 
utive was  trying  to 
be  statesmanlike  and 
remain  mum  on  GM's 
long,  bitter  feud  with 
Volkswagen.  But 
Louis  R.  Hughes, 
president  of  GM's  in- 
ternational opera- 
tions, couldn't  quite 
resist  a  slap  at  vw's 
Jose  Ignacio  Lopez 
de  Arriortua,  the  for- 
mer gm  executive  ac- 
cused of  stealing 
trade  secrets  from 
GM  on  vw's  behalf. 
Queried  after  a 
speech  in  Detroit  on 
Dec.  3  about  a  new 
VW  plant  Lopez  es- 
tablished in  Brazil, 
allegedly  using  a 
plan  pilfered  from 
gm's  files,  Hughes 
noted  with  a  wry 
wink  that  it  "seems 
very  familiar." 

Lopez  is  gone:  He 
resigned  from  vw  on 
Nov.  29,  a  move  the  German  carmaker 
surely  hoped  would  assuage  gm  at  least 
a  bit.  But  more  punches  were  flying  al- 
most as  soon  as  he  walked  out  the  door. 
First,  vw's  feisty  chairman,  Ferdinand 
Piech,  pledged  he  would  hire  Lopez  as  a 
consultant,  even  as  he  continued  to  pay 
his  former  lieutenant  his  full  $2.6  million 
salary  until  March,  1998,  and  cover  all 
his  legal  bills.  Then  vw  promoted  Lopez 
protege  Francisco  Javier  Garcia  Sanz 
to  replace  his  mentor  on  the  auto  mak- 
er's management  board. 
TEAM  XEROX?  GM  fumed  and  demanded 
that  vw  purge  all  of  Lopez'  faithful  fol- 
lowers, whom  it  accuses  of  helping  Lopez 
steal  thousands  of  highly  sensitive  docu- 
ments when  they  followed  him  to  vw  in 
1993.  gm  also  is  demanding  a  public  apol- 
ogy and  substantial  damages.  Railed 
David  J.  Herman,  Chief  Executive  of 
Adam  Opel,  gm's  GeiTrian  unit,  to  Reuters 
on  Dec.  3:  "There  is  no  chance  right  now 


must  show  that  vw  not  only  sto  I 
crets,  but  benefited  from  their  I 
and  that  GM  suffered  harm  as  a  ;sii 
And  while  vw  has  gained  market  h; 
in  Europe  and  Opel  has  lost  grand 
the  past  three  years,  it  will  be  hid 
attribute  that  solely  to  Lopez,  'sir 
claim  will  be  monstrous  in  size  b  I 
ficult  to  prove,"  Chu  says. 

powerful  incent)i 

IN  BRAZIL:  Lop: 
and  President^ 
nando  Cardosl 
(center)  tour  M 
contested  VW'o 


NOSE  TO  NOSE 


PERSONNEL  Jose  Ignacio  Lopez 
de  Arriortua  and  his  colleague  Jose 
Gutierrez  quit  VW  on  Nov.  29.  But 
GM  wants  other  Lopez  proteges 
still  at  VW  to  quit  or  be  fired. 
Instead,  VW  on  Dec.  2  promoted 
one  of  Lopez'  lieutenants.  VW  also 
plans  to  hire  Lopez  as  a  consul- 
tant, and  will  continue  to  pay  his 
full  salary  and  legal  expenses. 


find  a  comprdu; 
During    the  jit 
three  months,  I 
have  to  turn 
to  General  JVjtc 
reams  of  sensit 
ternal  documen 
part  of  the  disc 
phase  of  the  ii 
trial — including  t 
kinds  of  trad 
crets,  such  asoi 
chasing  price  lit 
is  accused  of  r  • 
ing  illegally  fro  < 
While  gm  is  ltl 
prevented  froms 
those  vw  docuiai 

mounting.  f  ..  .  „ 
 ?_             _                    tor  its  own  gain! 


DAMAGES  GM  is  expected  to  seek 
some  $4  billion  in  its  civil  suit 
against  VW,  an  amount  at  which 
VW  scoffs.  In  addition,  legal  bills 
are 


APOLOGY  GM  insists  on  an  apolo- 
gy. VW  says  that  it  never  received 
any  stolen  GM  files  from  Lopez  and 
rejects  the  idea. 


to  go  forward"  with  settlement  talks. 


DATA:  BUSINESS  WEEK 

Both  sides,  however,  admit  privately 
that  a  settlement  is  almost  inevitable — 
eventually  Indeed,  sources  close  to  the 
case  say  gm  may  come  to  the  table  once 
vw's  supervisory  board  decides  in  March 
whether  to  renew  Piech's  contract.  And 
German  Economics  Minister  Giinther 
Rexrodt  said  on  Dec.  4  in  Bonn  that 
he  planned  to  discuss  possible  solutions 
to  the  dispute  with  U.  S.  officials  at  the 
World  Trade  Organization  meeting  Dec. 
7-13  in  Singapore.  Predicts  Morgan  Chu, 
a  senior  partner  with  Irell  &  Manella  in 
Los  Angeles:  "This  case  will  end  up 
getting  settled." 

Compromise  seems  likely  partly  be- 
cause GM  faces  a  tall  legal  challenge  in 
proving  its  major  contentions  against 
vw.  In  its  U.  S.  civil  ease  against  vw,  gm 
is  expected  to  seek  $4  billion  in  dam- 
ages— based  largely  on  its  contention 
that  parts  price  lists  Lopez  allegedly 
stole  allowed  vw  to  squeeze  $3.5  billion 
out  of  its  cost  structure.  To  prevail,  GM 


lawyers  were  nc- 
enough  about  tli 
them  over  to  s 
that  they  be  vw 
by  "attorneys' 
only." 

gm,  which  will  be  forking  over  J 
tional  secret  papers  itself,  rd 
agreed  to  the  lawyers-only  rules  d| 
a  Dec.  3  conference  with  U.  S.  Dk 
Court  Judge  Nancy  G.  Edmundsf 
gm  added  a  jab  by  asking  Ednr 
that  Lopez  now  be  prevented  fron; 
ing  any  gm  documents  with  him 
leaves  vw.  Edmunds  reminded  w 
its  duty  to  prevent  any  docujc- 
thefts,  but  afterward,  vw  lawyer  J| 
P.  Denvir  huffed:  "I  was  offal 
by  that."  Opening  arguments  iijt 
civil  trial  are  not  expected  to  be  ]|e 
until  1998. 

gm's  top  executives  righteous! 
sist  they  will  not  be  swayed  in  | 
quest  for  justice.  But  once  tent 
have  cooled  a  bit  more,  gm  am ' 
may  finally  admit  that  calling  a  tn 
this  war  would  serve  the  interes 
both  sides. 

By  Keith  Naughton  in  Detroit,' 
David  Woodru  ff  in  Bonn 
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COMMENTARY 

By  John  Carey 


BREAST-IMPLANT  GASES:  LET  THE  SCIENCE  TESTIFY 


■  t's  a  legal  nightmare.  Years  after 
[the  implant  controversy  began, 
I U.  S.  courts  are  still  clogged  with 
tens  of  thousands  of  lawsuits  from 
women  alleging  that  the  devices 
made  them  sick.  Yet  no  one  has  con- 
clusively proved  that  the  silicone 
sacs  cause  disease.  So  isn't  it  tempt- 
ing to  put  the  science  on  trial?  Let  a 
jury  decide  whether  the  claims  have 
medical  merit — or  are  the  result  of  a 
legal  system  run  amok. 


arthritis.  That's  strong  enough  evi- 
dence for  most  juries  to  render  a 
"not  guilty"  verdict.  "This  question 
has  been  answered  to  a  degree  that 
would  satisfy  almost  any  objective 
observer,"  argues  Dr.  John  S.  Ser- 
gent,  chief  medical  officer  at  Vander- 
bilt  University  School  of  Medicine, 
who  has  testified  as  an  expert  before 
a  congressional  panel.  While  some 
doctors  say  implants  have  caused  dis- 
ease in  their  patients,  scientists  don't 


That's  essentially  what  the  major 
implant  maker,  Dow  Corning  Corp., 
proposed  on  Dec.  2  as  part  of  its 
bankruptcy-settlement  plan.  The  idea: 
Have  impartial,  court-appointed  ex- 
perts lay  out  the  scientific  evidence  in 
front  of  a  jury  of  regular  citizens 
picked  by  the  court. 
HARD  LOOK.  The  proposal  is  an  excel- 
lent idea,  though  putting  it  in  place 
will  be  a  tough  sell.  The  hundreds  of 
thousands  of  women  (and  their 
lawyers)  claiming  injury  are  already 
fighting  the  Dow  gambit.  But  Dow's 
proposal  is  part  of  an  encouraging 
trend:  bringing  more  impartial  sci- 
ence into  the  courtroom. 

That  surely  would  be  bad  news  for 
the  plaintiffs.  In  recent  years,  epi- 
demiologists from  institutions  such  as 
the  Mayo  Clinic  &  Foundation  and 
Harvard  University — who  studied 
thousands  of  women  with  implants — 
failed  to  find  a  link  between  the  de- 
vices and  maladies  such  as  scleroder- 
ma, joint  pain,  chronic  fatigue,  and 


consider  anecdotal  reports  to  be  sci- 
entific evidence.  They  say  the  big 
studies  have  settled  the  question. 

That  means  that  Dow  assumes  it 
will  win  the  "science  trial"  it  is 
proposing.  That  would  save  the  com- 
pany a  lot  of  money.  Under  the  pro- 
posed settlement,  Dow  will  spend 
$600  million  compensating  women  for 
problems  such  as  ruptured  implants 
or  injury  to  the  breast.  An  additional 
$1.4  billion  set  aside  for  a  host  of  dis- 
eases claimed  to  be  caused  by  silicone 
wouldn't  be  disbursed  if  the  claims 
are  dismissed  as  invalid. 

That's  why  plaintiff  lawyers,  who 
depend  on  wrenching  tales  of  a  vic- 
tim's suffering  to  sway  juries,  can't  ac- 
cept Dow's  plan.  The  proposed  trial 
wouldn't  give  individual  doctors  an 
opportunity  to  testify.  That  means  the 
jury  would  be  unlikely  to  hear  about 
a  patient  who  got  significantly  better 
after  her  implants  were  removed. 
Such  true-life  stories  are  enough  to 
cause  even  the  most  objective  jury  to 


wonder  whether  the  evidence  is  as  I 
clear-cut  as  scientists  say.  While  epi| 
demiological  studies  can  show  that  tjj 
risk  posed  by  implants  is  small,  thej 
can  never  prove  that  no  one  was  hil 
CRACKDOWN.  As  some  legal  expert! 
say  it  will  simply  take  more  time  f 
the  science  to  catch  up  to  the  litig 
tion,  some  judges  are  taking  matte 
into  their  own  hands.  In  Birmingh 
Ala.,  U.  S.  District  Judge  Sam  C. 
Pointer  Jr.  took  the  unusual  step  o 
asking  an  imp~ 


NOT  CLEAR 


An  impartial 
panel  should 
review  evidence 
linking  silicone 
implants  and 
illness-and  its 
verdict  should 
apply  to  all 


tial  scientific  p 
el  to  review  all 
the  evidence  in 
upcoming  case. 
His  tactic  could 
embolden  other 
judges  to  crack 
down  on  anecd 
tal,  unscientific 
evidence.  Alrea 
an  Oregon  judg 
has  barred  pla' 
tiffs'  experts  who  can't  produce 
strong  scientific  evidence  from  test 
fying.  "I'm  very  happy  to  see  judg 
acknowledging  that  the  adversarial 
process  has  not  worked  well,"  says 
Dr.  Marcia  Angell,  executive  editor 
New  England  Journal  of  Medicine 
The  plaintiffs'  bar  won't  take  th 
developments  lying  down.  Trial 
lawyers  learned  the  hard  way  back 
1985,  when  things  went  terribly 
wrong  from  their  perspective.  Dru 
maker  Marion  Merrell  Dow  Inc.  usi 
a  "science  trial"  similar  to  that  pro 
posed  by  Dow  to  end  hundreds  of 
lawsuits  alleging  that  the  antinause 
drug  Bendectin  caused  birth  defect; 
The  lesson  of  the  case,  where  emo- 
tional tales  of  individual  woe  were 
not  presented,  is  that  "lawyers  hav 
great  difficulty  winning  if  you  delet 
the  sympathy  factor,"  admits  New 
York  trial  lawyer  Paul  D.  Rheingoli, 
Having  courts  try  to  pick  impart|l 
experts  isn't  without  pitfalls,  of 
course.  Few  scientists  are  truly  im-' 
partial,  and  very  little  science  is  to-i 
tally  certain.  But  developments  sue 
as  judge  Pointer's  panel  and  Dow's 
proposal  are  on  the  right  track. 

Carey  covers  medical  issues  fron 
Washington. 
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till!  designed  the  first  intranet 
j        back  when  people  thought 

intranet  was  a  typO. 

1 


The  intranet.  Everyone's  talking  about  it,  but  few  are  taking  advantage  of  it.  Whether  you're  talking  business-to-business,  or  business- 
consumer.  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  with  the  products,  service 
and  support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra"'  servers  and  key 


try  partnerships,  to  the  revolutionary  Java  technology,  and  Solstice  SunScreen 

ty  products.  So  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  After  all,  we're  the  ^^jj' 
et  experts-we  helped  invent  it.  To  leam  more,  contact  http://www.sun.com  or  1-800-786-0785,  Ext.  370.    the  network  is  the  computer- 


COMMENTARY 

By  Stephen  Baker 


BASEBALL'S  LOSERS  STILL  LOSE 


To  grasp  the  psychology  of  the 
owner  of  a  small-market  baseball 
club,  stop  by  a  casino  and  look  at 
the  suckers  playing  the  slots,  doling 
out  quarters  from  a  paper  cup.  Those 
gamblers  are  trying  to  restrain 
themselves,  and  some  do.  But  others, 
like  the  owners  of  baseball's  poorer 
clubs,  figure  that  if  they  can  just 
scrape  together  a  few  more  quarters, 
they  can  play  long  enough 
to  hit  the  jackpot. 

Now,  with  the  new  labor 
agreement  approved  on  Dec. 
3  by  the  Major  League 
Baseball  Players  Assn.,  the 
poorest  of  the  baseball  own- 
ers can  stay  in  the  game  a 
little  longer,  thanks  to  an  as- 
sist from  the  high  rollers 
who  own  the  rich  clubs.  The 
"luxury"  taxes  in  the  new 
package  take  away  a  few 
million  from  the  big 

YANKEES:  They  have  to  part 
with  some  of  their  hoard 

spenders  in  New  York  and 
Baltimore  to  subsidize  poor 
cousins  in  Montreal  and 
Pittsburgh.  Consider  it  a  to- 
ken of  mercy — a  few  quar- 
ters clinking  in  the  poor 
gamblers'  paper  cups.  Notes 
Pirate  owner  Kevin  Mc- 
Clatchy,  "it  was  not  an  A- 
plus  deal." 

SHARING.  Look  at  the  num- 
bers. Baseball's  richest  team, 
New  York  Yankees,  rakes  in  $80  mil- 
lion a  year.  Last  year,  the  team's 
star-studded  payroll  topped  $66  mil- 
lion. The  Montreal  Expos  take  in 
only  $19  million,  and  spent  a  major- 
league  low  of  $15.4  million  on 
salaries.  With  the  revenue  sharing 
and  luxury  tax  that  form  the  basis  of 
baseball's  new  four-year  deal,  the 
Yankees  will  pay  a  tax  on  every  dol- 
lar over  $51  million  the  club  spends 
on  salaries  next  year — about  $6  mil- 
lion. That  payment  is  expected  to 
swell  to  about  $12  million  by  2000. 

All  told,  the  richest  13  clubs  will 
hand  the  poorest  13  some  $70  mil- 
lion this  year.  None  of  the  clubs 
liked  the  deal.  Indeed,  they  voted 


down  the  same  package  a  month 
earlier.  But  after  Chicago  White  Sox 
owner  Jerry  Reinsdorf,  a  former 
salary-cap  hardliner,  signed  slugger 
Albert  Belle  to  a  record  $55  million 
contract,  the  dispirited  owners  re- 
lented. Says  Kansas  City  Royals 
General  Manager  Herk  Robinson: 
"Was  [this]  a  savior  for  small-mar- 
ket teams?  No." 


RICH  CLUB,  POOR  CLUB 


1996  LOCAL 
REVENUE 

MILLIONS 

199E 
PAYROLL 

MILLIONS 

CONTRACT 
PAYMENT 

MILLIONS 

NEW  YORK 
YANKEES 

$80 

$66 

-$6 

MONTREAL 
EXPOS 

$19 

$15.4 

+$5.5 

the 


DATA:  BUSINESS  WEEK 

Still,  all  the  owners  knew  it  was 
high  time  for  a  deal:  Many  major  ad- 
vertisers, exasperated  at  the  disar- 
ray in  the  league  two  years  after  an 
ugly  strike  scuttled  the  1994  World 
Series,  were  ready  to  abandon  the 
sport.  "No  one  was  going  to  invest  in 
the  game,"  says  an  official  at  Major 
League  Baseball. 

Despite  their  grumbling,  owners 
do  have  something  to  cheer  about. 
As  part  of  the  new  deal,  players 
agreed  to  the  luxury  tax,  which  they 
had  long  resisted.  In  addition,  the 
players  will  chip  in  a  2.5%  tax  on 
their  own  salaries — at  least  $40  mil- 
lion— for  revenue  sharing.  The  new 
contract  also  paves  the  way  for 
interleague  play,  so  that  the  regular 


season  will  see  match-ups  between  >, 
local  rivals  such  as  the  San  Francis*! 
Giants  and  the  Oakland  As.  This 
may  diminish  the  significance  of  the! 
most  meaningful  interleague  face- 
off — the  World  Series.  But  the  own-j 
ers  will  gladly  trade  that  for  some  h 
big  crowds  in  the  dog  days  of  July 
and  August.  With  these  adjustment^ 
Royals'  President  Michael  Herman 


EXPOS:  The  new  labor  deal 
helps  them,  but  not  enough 

expects  to  find  a  local  buy^ 
for  his  club,  which  lost  a 
staggering  $24  million  just! 
two  years  ago. 
SOME  FLIRTING.  Even  SO,  . 
baseball's  status  quo  re- 
mains largely  intact.  The 
powers  in  the  sport,  the 
rich  clubs  and  the  super- 
stars, would  settle  for  notn 
ing  less.  This  means  that 
poor  teams,  buoyed  a  bit  a 
the  handouts  and  labor 
peace,  will  proceed  to  join  i 
their  rich  brethren  in  hittinj 
up  their  home  towns  for 
fancy  new  stadiums.  And  if i 
the  home  towns  object, 
many  will  flirt  with  out-of- 
town  suitors. 

Sad?  Not  very.  Baseball 
has  always  had  its  princes 
and  its  paupers.  From  Babe 
Ruth  to  Reggie  Jackson  to 
Cecil  Fielder,  the  Yankees  | 
have  won  pennants  with  talent  that 
other  teams  couldn't  afford.  And  wh| 
do  the  poor  stay  in  the  game?  Some] 
get  smart  and  lucky,  like  the  San 
Diego  Padres  this  year,  and  win. 
Others,  rich  and  poor  alike,  dream 
that  if  they  could  just  put  a  couple 
more  stars  on  the  field,  even  if  it 
costs  a  little  more  money  than  they 
have,  it  might  be  their  turn  next  Oc 
tober.  It's  a  miserable  business  plan, 
not  much  better  than  playing  the 
slots.  But  who  said  a  small-market 
club  was  good  business?  It  rarely  isJ 
and  even  with  the  new  deal,  it  rarelj 
will  be. 


Baker  follows  the  game  from 
business  week's  Pittsburgh  bureau,  j 
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B.Y.O.  rubber  duckjrairivals  by  United! 


v  First  and  Connoisseur  Class®  passengers  on  our  overn 
*h  with  a  nice  hot  shower  upon  landing.  And  enjoy  the  u: 
lenities.  Some  of  the  extras,  however,  are  up  to  you.  Arri 
ughout  Europe,  Asia  and  Latin  America,  and  8  locations  througho 


itlliftlllCfEi 


al  flights  can 
niences  and  other 
lable  in  16  destinations 
ome  fly  our  friendly  skies. 


United  Airlines 
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In  Business  This  Week 


EDITED  BY  THANE  PETERSON 


HEADLINED:  CHARLES  KEATING 


GET  OUT  OF  JAIL  FREE 


Charles  Keating,  onetime 
owner  of  the  failed  Lincoln 
Savings  &  Loan  Assn., 
may  symbolize  the 
greed  that  created 
the  s&L  crisis:  He 
left  taxpayers 
with  $3.4  billion 
in  losses  and 
left  investors 
holding  nearly 
$250  million  in 
worthless  bonds. 
But  on  Dec.  3,  the 
day  after  an  appeals  court 
overturned  his  conviction, 
Keating,  73,  was  still  unre- 
pentant. "You  have  to  live 
in  the  time,  period,  place 
you  are  in.  That's  what  I 
did,"  he  says. 

What  now?  Keating  may 
finally  be  off  the  legal 
hook.  The  feds  no  doubt 
will  contest  the  ruling,  but 


experts  think  they  will 
ultimately  back  down. 
Keating,  meanwhile, 
says  he's  broke.  Lined 
bondholders,  wh( 
won  a  1994  civ: 
fk  suit  against  hu 
I  have  made 
claims  Keati 
says  will  cos 
him  up  to  $6 
billion.  Since 
October,  when 
was  released  on  b 
Keating  has  been  stayi 
with  a  daughter  in  Ari- 
zona. "I  have  five  daugh 
ters,  one  son,  and  29 
grandchildren.  I  ought  t 
be  able  to  find  a  place  tc 
eat,"  he  says.  Meanwhili 
the  self-described  "eteri 
optimist"  says  he's  scop 
out  business  opportunity 
By  Kathleen  Mot 


ARCHER  DANIELS 
INDICTMENTS 

THE    OTHER    SHOE  FINALLY 

dropped  at  Archer  Daniels 
Midland.  On  Dec.  3,  the  gov- 
ernment handed  down  long- 
expected  indictments  of  three 
of  the  ag  products  company's 
executives  for  price-fixing: 
Michael  Andreas,  the  former 
ADM  vice-chairman,  now  on 
leave;  Terranee  Wilson,  a  re- 
cently resigned  group  vice- 
president;  and  Mark  Whit- 
acre,  former  head  of  one  of 
the  ADM  units  allegedly  in- 
volved in  the  scheme.  The 
three  face  up  to  three  years 
each  in  prison  and  $350,000 
in  fines.  Sources  say  that 
Whitacre,  the  whistle-blower 
in  the  case  who  was  fired  by 
adm  in  August,  1995,  lost  his 
grant  of  immunity  when  it 


CLOSING  BELL 


FOUND  COPPER 

For  months,  traders  have 
worried  that  Sumitomo 
stashed  away  huge  copper 
stockpiles  before  its  $2.6  bil- 
lion trading  scandal  broke 
last  spring.  Even  as  prices 
recovered,  rumors  of  a  cache 
roiled  the  market.  But  the  4% 
decline  in  prices  on  Dec.  2 
was  triggered  by  the  real 
McCoy:  inventories  building 
up  in  certified  warehouses. 
Smith  Barney  analyst  David 
Rinehimer  believes  the  drop 
is  the  start  of  a  trend:  More 
production,  not  Sumitomo's 
ghost,  will  push  prices  down 
further  in  months  ahead. 

J \ 


OCT.  1,  '96  0EC.  3 

▲  DOLLARS 

DAW  BLOOMBERG  FINANCIAL  MARKETS 


was  revealed  that  he  took  at 
least  $6.5  million  in  adm 
funds,  adm  says  Whitacre 
embezzled  the  money; 
Whitacre  says  adm  paid  it  to 
him. 


MORE  MOVES 
ATGM  

YOU  NEED  A  SCORECARD 
lately  to  keep  track  of  the 
management  changes  going 
on  at  General  Motors.  First, 
on  Dec.  3,  gm's  board  named 
two  highly  regarded  CEOs  as 
outside  directors:  Percy 
Bamevik  of  abb  Asea  Brown 
Boveri,  the  Zurich-based  elec- 
trical engineering  company, 
and  George  Fisher  of  Kodak. 
The  next  day,  Ronald  Zarrel- 
la,  the  marketing  chief  gm 
hired  away  from  Bausch  & 
Lomb  two  years  ago,  shuf- 
fled top  jobs  at  two  of  the 
five  divisions  he  oversees. 
The  general  sales  and  service 
managers  of  both  Buick  and 
Cadillac  are  retiring  and  be- 
ing replaced.  Earlier  this 
year,  the  heads  of  Oldsmobile 
and  Chevrolet  also  retired. 


BIG  THINKER 

FOR  MERRILL  LYNCH 

JUST  ABOUT  EVERYONE  WHO 
has  ever  run  Merrill  Lynch 
has  been  a  former  retail 
stockbroker — at  least  until 
the  firm  announced  on  Dec. 
2  that  Herbert  Allison,  53,  is 
taking  over  as  president  and 
chief  operating  officer  next 
spring.  The  son  of  an  FBI 
agent,  Allison  is  a  seasoned 
financial  manager  who  was 
treasurer  and  chief  financial 
officer  before  becoming  Mer- 
rill's investment  banking 
chief.  As  president  and  coo, 
Allison  becomes  heir  appar- 
ent to  David  Komansky,  Mer- 
rill's new  chief  executive,  who 
will  turn  65  and  retire  in 
2004.  Allison  calls  global  ex- 
pansion his  top  priority:  "The 
biggest  risk  we  have  is  if 
we  don't  think  big  enough," 
he  says. 


MIAMI  TEETERS 

ON  THE  BRINK   

FACING  A  $68  MILLION  SHORT- 

fall,  Miami  was  declared  in  a 
"state  of  financial  emergency" 
by  Florida  Governor  Lawton 
Chiles  on  Dec.  3.  Chiles  ap- 
pointed a  five-member  over- 
sight board  to  tiy  to  fix  the 
fiscal  crisis  facing  the  city  of 
375,000.  The  extent  of  the  fi- 
nancial problem  became  clear 
during  a  corruption  probe  that 
has  resulted  in  charges  against 
a  former  city  manager  and  a 
city  commissioner.  Despite 
Chiles's  move,  city  commis- 
sioners, who  have  been  reluc- 
tant to  raise  taxes  to  resolve 
the  crisis,  retain  control  of  the 
city's  finances. 

AOL  GETS 
SWAMPED  AGAIN 

MORE  GLITCHES  AT  AMERICA 

Online:  On  Dec.  1,  aol  rolled 
out  its  $19.95  unlimited  use 


pricing  plan  and  saw  a  sj 
ning  surge  in  demand,  i 
tomers  stayed  on  for  a  ' 
of  2.5  million  hours  that 
vs.  average  daily  usagd 
the  entire  network  oil 
million  hours  in  October/ 
suit:  system  overload 
busy  signals  for  many 
tomers  again,  aol  plar 
spend  $250  million  by 
1997  to  expand  its  netvti 
"We're  building  the  sys: 
as  fast  as  we  can,"  saysr 
Senior  Vice-President  D 
Gang. 

ETCETERA... 

■  ibm  rattled  debt  mar 
when  it  sold  $850  mi 
worth  of  100-year  bond* 

■  Viacom  is  buying  Ur 
Paramount  Network  I 
bhc  Communications. 

■  Boeing  signed  up  Mcf 
nell  Douglas  to  help  de 
and  build  its  jetliners. 

■  Advanta  agreed  to  < 
sales  of  a  new  Visa  card 
in  with  American  Expri 
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The  average  battery  lasts  three  hours. 
Some  people  need  a  little  more  than  that. 


996  Acer.  Inc.  All  rights  reserved.  Acer  and  the  Acer  logo  are  registered  trademarks  and  AcerNote  and  Nuovo  are  trademarks  of  Acer  America  Corporation  and  Acer  Inc. 
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I  L  L  YO  U  turn  the  corner? 


Or  keep  beading  down  the  same  road? 


Will  yon  go  the  next  mile? 


Or  he  eon  lent 


Today, 


technology 


to  travel  in  the  same  circles? 


is  pressing  on. 


Aren't  you  just  a  little  eiirious 


what's  over  the  next  hill? 


The  1997  Chrysler  Concorde  LXi 


What's  new  in  your  world  I 


CAB-FORWARD  DESIGN,  5.5  LITER  24-VALVE  V6.  DRIVER-ADAPTIVE  TRANSMISSION.  SPEED-SENSITIVE  STEERING,  INDEPENDENT  TOURING  SUSPENS 
If     ll-SPEAKER  CHRYSLER  INFINITY  SPATIAL  IMAGING"  SOUND  SYSTEM.  INQUIRIES,  1  800K  A  CHRYSLER.  WEB  SITE,  www.chryslercars.com 


/ashington  Outlook 


ED  BY  OWEN  ULLMANN 


IE  SPIRITED  BRAWL  AHEAD 
flER  LIQUOR  ADS  ON  TV 


iey've  got  Big  Tobacco  on  the  ran.  Now,  Clinton  Ad- 
ninistration  regulators  are  turning  their  sights  on  the 
iquor  industry.  The  opening  came  in  November,  when  the 
(led  Spirits  Council,  worried  by  flagging  sales,  scuttled  its 
itary  ban  against  broadcast  ads.  But  the  Federal  Trade 
mission  and  Federal  Communications  Commission  may 
efforts  to  restrict  alcohol  ads  on  the  air  rough  going. 
ie  FTC's  inquiry  into  advertising  by  Seagram  Americas 
Itroh  Brewery  Co.  faces  high  legal  hurdles  that  could 
ie  action.  And  the  FCC  must  overcome  clashes  among 
ious  commissioners  before  it  can  push 
igh  any  rule  limiting  broadcast  ads  for 
is.  Meanwhile,  liquor  and  beer  makers 
irgue  that  their  ads  are  not  deceptive — 
;hus  are  legal — and  that  government  ef- 
to  silence  them  violate  their  free  speech 
s.  "There  are  always  problems  in  at- 
ting  to  regulate  lawful  products  lawfully 
"tised,"  says  Washington  communications 
;r  Richard  E.  Wiley.  "That's  going  to  be  a 
mge  for  anybody." 

IC  OUTCRY.  Unlike  in  their  campaign 
st  tobacco  ads,  the  regulators  enjoy  sup- 
from  normally  antiregulatory  Republi- 
in  Congress  who  favor  limits  on  alcohol 
>n  tv  that  reach  kids.  Although  Senate 
rity  Leader  Trent  Lott  (R-Miss.)  and  in- 
lg  Senate  Commerce  Committee  Chairman  John  Mc- 
(R-Ariz.)  want  to  scrutinize  these  commercials,  there's  no 
ition  that  the  GOP-led  Congress  would  restrict  ads  on  its 
f  the  ftc  or  FCC  fails  to  act.  Instead,  regulators  and  law- 
rs  may  have  to  hope  that  a  public  outcry  forces  the  in- 
ly to  back  down. 

liquor  companies  persist  in  advertising  on  tv,  the  ftc 
he  bureaucratic  muscle  to  fight  back:  Chairman  Robert 
sky  usually  commands  at  least  three  of  the  five-member 
lission's  votes.  But  the  agency's  case  against  ads  for 


CAPITAL  WRAPUP 


THE  FTC'S  PITOFSKY 


Stroh's  malt  liquor — not  its  beers — and  Seagram  spirits  faces 
the  same  legal  difficulties  that  plagued  its  failed  inquiry  into 
R.J.  Reynolds  Tobacco  Co.'s  Joe  Camel  campaign. 

As  in  that  1994  effort,  the  ftc  is  likely  to  pursue  the  "un- 
fair advertising"  theory  that  is  based  on  relatively  uncharted 
law.  It  must  prove  that  Stroh  and  Seagram  ads  not  only 
target  underage  consumers  but  have  a  harmful  effect  on 
them,  such  as  inducing  them  to  drink.  On  Dec.  2,  both  com- 
panies got  subpoenas  from  the  ftc  requesting  copies  of  recent 
broadcast  commercials,  their  time  slots,  and  the  demograph- 
ic composition  of  viewers  at  those  times.  The 
companies  say  they  follow  industry  guidelines 
prohibiting  marketing  to  consumers  under  21. 
DEADLOCK?  With  the  FTC  focusing  on  only 
two  companies  for  now,  consumer  activists 
hoping  for  a  sweeping  ban  against  liquor  ads 
are  looking  to  the  FCC.  Under  its  powers  to 
make  sure  that  broadcasters  serve  the  public- 
interest,  the  agency  has  leeway  to  propose  a 
broad  rule  limiting  electronic  ads  for  alcohol.  It 
is  mulling  several  options:  banning  advertising 
altogether,  restricting  time  slots  for  commer- 
cials, and  encouraging  counter-ads  on  the  ill  ef- 
fects of  underage  drinking. 

But  the  fcc,  now  short  one  commissioner, 
often  deadlocks  2  to  2  on  contentious  issues. 
"  Indeed,  only  Chairman  Reed  E.  Hunclt  has 
come  out  strongly  in  favor  of  restrictions  on  liquor  ads  if  the 
tv  networks  abandon  their  voluntary  ban  on  accepting  spirit 
ads.  His  usual  ally,  Susan  Ness,  has  remained  uncommitted, 
while  frequent  adversaries  James  H.  Quello  and  Rachelle  B. 
Chong  oppose  fcc  action. 

Should  the  fcc  deadlock  on  the  issue,  Congress  and  the 
White  House  are  likely  to  do  little  more  than  preach  against 
mai'keting  harmful  products  to  kids.  And  that  could  leave  the 
spirits  industry  raising  a  glass  to  Washington  gridlock. 

By  Catherine  Yang  and  Sinn  Crock 


NGRESSIONAL  GENDER  GAP      RUBIN  S  SECRET  AGENDA? 


oes  the  Capitol  have  a  glass 
ie?  No,  just  a  seniority  ceiling. 

only  women  to  chair  permanent 
iaittees  in  the  last  Congress — 
tsas  Republicans  Nancy  L.  Kasse- 
m  (Senate  Labor)  and  Jan  Meyers 
use  Small  Business)  are  retiring, 

men  will  succeed  them.  The  lone 
ale  to  head  a  select  panel,  House 
cs  boss  Nancy  L.  Johnson  (R- 
n.),  wants  out.  And  Democratic 
aen  won't  become  ranking  minori- 
nembers  of  any  committees  in  '97. 


►  Treasury  Secretary  Robert  E. 
Rubin,  who  previously  headed  the 
National  Economic  Council,  is  quietly 
pushing  to  split  his  old  post  into  sepa- 
rate domestic  and  foreign  policy  jobs. 
Leading  contenders  for  co-directors 
are  NEC  deputies  Gene  Sperling  for 
domestic  czar  and  Daniel  K.  Tarullo 
for  foreign  policy  maven.  The  upshot: 
Sperling  and  Tarullo  lack  the  stature 
to  keep  Cabinet  bigwigs  in  line,  so  the 
already  powerful  Rubin  would  be 
undisputed  king  of  economic  policy. 


BILL'S  FAVORITE  BILL 

►  With  Transportation  Secretary  Fed- 
erico  F.  Pena  and  Housing  &  Urban 
Development  Secretary  Henry  G.  Cis- 
neros  leaving.  Representative  Bill 
Richardson  (D-N.  M.)  is  President 
Clinton's  top  Hispanic  candidate  for  a 
Cabinet  post.  Democratic  insiders  say 
Richardson  seems  assured  of  a  plum 
job,  possibly  Commerce  Secretary  or 
Ambassador  to  the  U.  N.  Aides  say 
Clinton  is  grateful  for  Richardson's 
support  of  nafta  and  his  diplomatic 
missions  to  free  captive  Americans. 
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JAPAN 


IS  JAPAN  HEADED 

FOR  ANOTHER  RECESSION? 

Something  is  gravely  wrong  with  the  economy,  and  real  reform  still  seems  elusive 


Walking  through  the  sprawling 
Takashimaya  mall  in  central 
Tokyo,  Sachie  Kodaira,  50, 
avidly  checks  out  the  glittering 
cosmetic  displays.  They're  tempting,  but 
she's  not  spending.  Her  family  budget  is 
so  strained  she  recently  took  up  a  tem- 
porary job  to  bring  in  more  cash.  And 
she's  not  buying  the  government's  sooth- 
ing pronouncements  that  the  Japanese 
economy  has  finally  pulled  out  of  its 
prolonged  slide.  The  future,  for  her,  is  a 
frightening  place.  "I'm  cutting  down  on 
expenses  as  much  as  I  can,"  she  says 
with  a  sigh. 

So  is  everyone  else  in  Japan.  Con- 
sumer spending,  which  accounts  for  60% 
of  the  economy,  plunged  4.6%  in  Sep- 
tember, one  of  the  biggest  monthly 
drops  on  record.  Government  officials, 
hoping  to  gloss  over  the  drop,  cite  the 
impact  of  a  cool  summer  and  a  food  poi- 
soning outbreak  on  retail  and  restau- 
rant sales.  But  even  without  those  sea- 
sonal factors,  consumers  have  kept  their 
wallets  shut  tight  for  four  years.  Some- 
thing is  seriously  wrong  with  Japan's 
economy. 

DOWNWARD  SPIRAL?  Simply  put,  none 
of  the  traditional  remedies  of  the  bu- 
reaucrats has  fixed  the  economic  mess. 
Government  spending  programs  have 
lavished  billions  on  various  public  works, 
the  Ministry  of  Finance  has  engineered 
a  depreciation  of  the  yen  to  relieve 
hard-pressed  exporters,  and  the  Bank  of 
Japan  has  brought  interest  rates  to 
record  lows.  But  while  Japan's  top  tier 
multinationals  are  showing  clear  signs  of 
recovery,  banks  still  face  a  crisis,  the 
real  estate  market  is  in  a  slump,  and 
the  vast  domestic  economy  is  stuck.  In 
the  quarter  ended  in  September,  the 
economy  grew  at  an  annual  rate  of  only 
0.1%.  Next  year,  Nomura  Research  In- 
stitute Ltd.  figures  the  gross  domestic 
product  will  advance  just  1%  or  so. 

This  dismal  performance  may  set  the 
stage  for  a  long-awaited  showdown  be- 
tween opposing  forces  inside  the  political 
Establishment.  In  the  wake  of  his  re- 
election,   Prime    Minister  Ryutaro 


Hashimoto  has  pledged  a  broad  reform 
of  the  heavily  regulated  domestic  econ- 
omy. A  successful  deregulation  would 
unlock  new  growth  and  lower  prices  for 
both  consumers  and  companies.  But  it 
will  be  tough  to  persuade  Japan's  bu- 
reaucrats, especially  those  at  the  Min- 
istry of  Finance,  to  dismantle  the  mer- 
cantilist-leaning system  of  shielded 
domestic  markets,  inflated  domestic 
prices,  and  strong  exporters.  If  mof 
wins,  then  the  formulaic  planning  that 


has  impaired  Japan's  domestic  econn 
for  so  long  will  likely  continue,  anq;i 
country  could  spiral  into  long-tr 
decline. 

The  high  stakes  give  Hashiip 
every  reason  to  act.  Unless  he  tah 
machete  to  Japan's  bloated  living.: 
wage  costs,  more  than  double  thot 
the  U.  S.,  consumer  demand  will  coii 
ue  to  lag,  and  many  manufacturers* 
head  for  the  exits  in  search  of  che> 
digs  abroad.  Official  forecasts  ardf 


1.2  million  manufacturing  jobs  to 
ffshore  in  the  next  few  years  as 
nese  companies  seek  to  restore 

competitive  edge.  And  without 
r  growth  rates,  the  country  faces  a 
igraphic  squeeze  in  2010,  when 
ily  a  quarter  of  Japanese  will  be 
r  citizens,  and  social  security  pro- 
s  will  run  out  of  cash.  Meanwhile, 
1  will  miss  its  chance  to  expand 
rorld  economy  by  deregulating  at 
,  a  move  the  U.  S.  and  other  trade 
ers  demand. 

K  THERAPY.  Yet  beneath  this 
l  lies  an  historic  opportunity  for 
imoto,  whose  Liberal  Democratic 
•  calls  the  shots.  Faced  with  dire 
■nment  forecasts  that  Japan  will 
cky  to  achieve  long-term  growth 
of  1.75%  without  reform,  Hashimo- 
pulling  together  a  shock  therapy 
am.  In  early  November,  his  gov- 
3nt  unveiled  a  proposed  makeover 
tan's  inefficient  financial  markets.  A 
on  to  bust  up  the  $70  billion  Nip- 
Telegraph  &  Telephone  Corp.  to 
competition  may  be  in  the  works, 
le  Cabinet  is  also  formulating  a  far 
er  package,  due  in  early  1997,  to 


revitalize  the  transportation,  wholesale, 
retail,  housing,  and  real  estate  markets. 

For  reforms  to  succeed,  complex  gov- 
ernment-industry relationships  would 
need  to  be  dismantled.  The  bureaucrats 
who  micromanage  roughly  40%  of 
Japan's  domestic  output  via  an  opaque 
system  of  "administra- 
tive guidance,"  licenses, 
and  regulations  would 
have  to  be  tamed.  Even 
Hashimoto  admirers 
have  doubts  he  can  pull 
it  off.  "Radical  reform 
in  Japan  is  really  going 
to  take  many  years," 
concedes  Minora  Muro- 
fushi,  president  and 
chief  executive  of  trad- 
ing   company  Itochu   

Corp. 

Yet  nothing  else  has  worked.  Since 
1992,  Japan  has  introduced  six  big 
spending  packages  worth  a  staggering 
$540  billion.  Unfortunately,  these  sums 
were  funneled  into  marginal  projects 
such  as  fishing  ports,  with  little  payoff. 
The  result:  From  1992  to  1995,  econom- 
ic growth  averaged  little  more  than  1%. 

CONSUMERS  ARE  WARY... 


CHANGE  IN 
CONSUMER  SPENDING 


A  big  government 
spending  package 
seems  unlikely, 
since  the  deficit 


0  i  i  i  i  i  .   i 

"90  '91  '92  '93  '94  '95  '96  '97 
▲  PERCENT  —  EST— 

DATA:  NOMURA  RESEARCH  INSTITUTE,  CS  FIRST  BOSTON 

...GROWTH  IS  STUNTED... 


INFLATION-ADJUSTED 
GDP  GROWTH 


DATA'  CS  FIRST  BOSTON 


...AND  STOCKS  REMAIN  WEAK 

32,000 


28,000 


NIKKEI  225 
STOCK  AVERAGE 


'91     '92     '93     '94     '95  '96 
DATA'  BLOOMBERG  FINANCIAL  MARKETS 


Meanwhile,  a  strengthening  yen  badly 
hurt  the  profits  of  major  exporters  from 
Toyota  Motor  Corp.  to  Hitachi  Ltd.  The 
only  benefit  was  the  break  consumers 
got  from  suddenly  cheap  imports. 

Then,  starting  last  year,  the  mof  tried 
its  usual  cure  by  orchestrating  a  weak- 
ening of  the  yen.  The 
40%  depreciation  has 
made  Japanese  exports 
bargains  once  more. 
Japanese  lenders  were 
also  thrown  a  lifeline  by 
near-zero  rates  that  al- 
lowed them  to  borrow 
cheaply  and  plow  the 
money  into  Japanese 
bonds  yielding  nearly 
3%.  That  helped  Japan 

  announce  an  annualized 

growth  rate  of  12.2%  in 
the  April-to-June  period,  the  first  quar- 
ter of  its  1996  fiscal  year. 

But  now  the  bad  news  has  caught 
up  again  with  policymakers.  The  bank- 
ing industry  is  showing  few  signs  of  re- 
covering from  its  bad  real  estate  loans. 
More  bank  failures  are  expected.  A  big 
government  spending  package  now 
seems  unlikely,  since  the  budget  has 
swung  from  a  1992  surplus  worth  3%  of 
gross  domestic  product  to  a  Europe- 
style  deficit  of  5%.  With  the  full  backing 
of  a  deficit-wary  mof,  Hashimoto  is  ex- 
pected to  hike  the  national  sales  tax 
two  percentage  points,  to  5%,  and  repeal 
income  tax  breaks  worth  about  $18  bil- 
lion annually.  These  moves  will  knock  a 
full  point  off  private  spending  next  year, 
which  will  grow  all  of  1.4%,  figures  cs 
First  Boston. 

TURNING  UP  TENSIONS.  Nor  can  Japan 
count  on  weakening  the  yen  much  more. 
Already,  Detroit  auto  makers  are  clam- 
oring for  relief  in  Washington  after 
Japan's  politically  sensitive  trade  deficit 
with  the  U.S.  spiked  in  October,  snap- 
ping 20-odd  straight  months  of  declines. 
To  benefit  from  the  weaker  yen  and 
boost  U.S  share,  Toyota  has  slashed 
the  sticker  price  on  its  1997  Camry  fam- 
ily sedans  in  the  U.S.  by  up  to  $1,750. 
Such  moves  could  turn  up  trade  ten- 
sions. But  if  the  yen  does  strengthen 
more,  Japanese  manufacturers'  costs  will 
become  painfully  high  once  again.  Only 
serious  deregulation  can  lower  those 
costs. 

Japanese  policymakers  are  renowned 
for  their  brilliance  in  managing  the  for- 
mation of  one  of  the  world's  greatest 
economies.  That  achievement  required 
years  of  careful  planning  and  persever- 
ance. It's  time  Japan's  bureaucrats  use 
those  same  skills  to  reinvent  their  coun- 
try, a  country  open  enough  and  resilient 
enough  to  grow  once  more. 

By  Brian  Bremner,  with  Tomoko 
Takahashi,  in  Tokyo 
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TRADE 


WHY  THE  WTO 

IS  STUCK  IN  THE  MUCK 

The  trade  group  is  snarled  in  spats  over  its  own  mission 


With  Singapore  hosting  the  first 
ministerial  meeting  of  the  World 
Trade  Organization,  local  officials 
are  grabbing  the  chance  to  showcase 
the  island  nation's  commercial  success. 
The  government  is  offering  delegates 
daily  tours  of  its  bustling  container  port, 
high-tech  laboratories,  and  state-of-the- 
art  airport.  Hope  is  also  high  that  the 
meeting  will  make  big  strides  toward 
wiping  out  trade  barriers  in  new  areas. 
Boasts  a  Singapore  official:  'We're  chart- 
ing the  future  direction  of  the  WTO." 


tween  the  developed  and  developing 
worlds.  Western  governments  believe 
the  wto  must  open  world  markets  in 
services  and  wipe  out  such  nontariff 
barriers  as  protectionist  industrial  poli- 
cies and  curbs  on  foreign  investment. 
The  Clinton  Administration,  under 
pressure  from  both  unions  and  corpo- 
rations, also  wants  to  battle  "invisible" 
impediments  to  trade.  These  include 
corruption,  which  drives  up  the  cost  of 
entering  a  market,  and  miserable  la- 
bor conditions  in  emerging  economies. 


fic  jams?  You  could  go  on  and 

A  split  also  is  widening  between 
U.  S.  and  Europe.  The  Europeans  k 
miss  corruption  as  an  American  doirj- 
tic  issue  and  instead  emphasize  defimg 
rights  for  foreign  investors  and  end 
limits  on  the  repatriation  of  profits.  Ao 
being  sensitive  about  antagonizing  Ai,p 
trade  partners,  European  Union  V:l 
President  Leon  Brittan  has  decided  * 
downplay  worker  rights  at  Singapt 
"We  don't  want  the  developing  wed 
to  fear  that  this  is  disguised  protectiv 
ism  or  an  attack  on  their  right  to  h; 
cheap  labor,"  says  Peter  Guilford,  B 
tan's  chief  aide. 
relaxed  rules.  The  eu  also  is  brek 
ing  ranks  with  the  U.  S.  over  Chi 
which  wants  to  join  the  wto  under 
soft  terms  reserved  for  "developing 
tions."  The  U.  S.  demands  Beijing  m 
stronger  criteria  because  of  its  er 
mous  role  in  world  trade.  But  in  0<> 
ber,  Brittan  flewo 


CLASHING  AGENDAS 

THE  ASIANS  Oppose  barri- 
ers to  their  manufactured 
goods,  but  favor  defending 
their  telecom  companies 
from  rivals.  Resent  outside 
efforts  to  monitor  labor  and 
corruption. 

THE  AMERICANS  Want  free 
trade  for  the  U.S.  telecom 
industry,  global  labor  stan- 
dards. Oppose  China's  entry 
into  WTO  on  easy  terms. 

THE  EUROPEANS  Look  for 
uniform  rules  on  foreign 
investments,  favor  a  compro- 
mise over  China's  entry. 


SHIPS  IN  SHANGHAI:  On  what  terms  will  China  join  the  WTO? 


a 


DATA:  BUSINESS  WEEK 


As  it  stands,  the  Singapore  meeting 
could  highlight  the  standoffs  inside  the 
wto  a  lot  more  effectively  than  any 
progress  of  the  group.  The  wto  is 
stuck  at  a  crossroads.  Two  years  after 
negotiating  a  pact  to  end  most  tariffs 
on  goods  and  setting  up  a  mechanism 
for  mediating  disputes,  officials  from 
the  U.  S.,  Europe,  and  Asia  still  can't 
agree  on  where  to  take  the  organiza- 
tion next.  Sharp  disputes  remain  on 
setting  standards  for  labor  conditions, 
the  pace  of  opening  protected  markets 
to  information  technology  companies, 
and  China's  entry  into  the  group.  Com- 
pounding the  confusion  is  President  Bill 
Clinton's  delay  in  naming  a  foreign  pol- 
icy team. 

Perhaps  the  most  serious  challenge 
is  the  widening  philosophical  gulf  be- 


which  U.  S.  unions  say  give  Asian  pro- 
ducers an  unfair  edge.  Such  barriers, 
argues  former  Clintonite  trade  special- 
ist Jeffrey  E.  Garten,  now  dean  of  Yale 
University's  business  school,  "mean  the 
most  to  the  U.  S.  today  and  tomorrow." 

But  much  of  Asia,  which  accounts  for 
40%  of  global  commerce,  has  a  more 
minimalist  view  of  the  wto.  Japan  wants 
it  to  focus  on  foreign  investment  and 
trade  in  manufactured  goods.  Develop- 
ing nations  such  as  Malaysia,  India,  and 
Indonesia  see  Western  initiatives  on  cor- 
ruption and  labor  as  an  unwarranted 
intrusion  into  their  societies.  "Where 
do  you  draw  the  line?"  fumes  Zainal 
Aznam  Yusof,  deputy  director  general  at 
the  Institute  of  Strategic  &  Interna- 
tional Studies,  a  Kuala  Lumpur  think 
tank.  "Do  we  discuss  the  climate  or  traf- 


Beijing  to  offe 
European  plan  tlit 
would  give  Cha 
far  more  leewajri 
reforming  its  tn 
policies  in  order 
join  the  club.  C 
ton,  under  press 
over  Americ 
growing  tra 
deficit  with  Chfc, 
is  likely  to  bl 
such  a  deal. 

As  the  disagi: 
ments  mount,  We  I 
ington  is  show  g 
signs    of  back  g 
off  on  some  iss'^ 
for  now.  On  la'  ■ 
rights,  the  U.S 
asking  the  wo 
merely  to  establh 
a  "discussion  group"  rather  than  stl 
defining  a  set  of  standards.  Months  age  it 
pushed  back  the  deadline  for  reach  u 
an  accord  on  telecommunications  to  F  >. 
15,  as  opposed  to  this  wto  meeting. 

Asian  officials  hope  a  declaration  <n 
be  prepared  that  mollifies  everyone,  lit 
no  one  should  be  fooled.  These  sen 
tive  issues  won't  remain  on  the  b;k 
burner  for  long.  "We've  done  all  le 
easy  things,"  says  Carolyn  L.  Brehm.  i- 
rector  of  Asia-Pacific  trade  policies  ad 
strategy  for  General  Motors  Oversls 
Corp.  in  Hong  Kong.  "Now  comes  e 
hard  stuff."  Tackling  the  hard  stuff  is  -- 
sential  to  keep  the  free-trade  momi- 
tum  from  stalling. 

By  Bruce  Einhom  in  Hong  Ko  i, 
with  Amy  Borrus  in  Washington  ad 
William  Echikson  in  Brussels 


TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


Vision.  It  separates  the  leaders  from 
the  followers.  It's  also  given  Toshiba  a 
different  perspective  on  multimedia 
from  the  beginning.  This  unique  view 
has  enabled  us  to  breathe  life  into 
a  range  of  exciting  products  that  once 
existed  only  in  the  imagination.  We're 
proud  to  have  started  a  revolution 
that  will  help  to  define  the  future.  But 
it's  only  just  begun.  Get  ready  for 
the  ride  of  your  life. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 


Imagine  transforming  your  PC  into  a  robust 
entertainment,  information  and  communi- 
cations nerve  center.  A  place  where  thrilling 
3D  games  meet  spectacular  graphics. 
Movies  merge  with  music.  And  videophone 
and  faxing  capabilities  are  just  a  keystroke 
away.  Now  imagine  doing  it  all  with  just 
one  chip.  That's  what  the  new  MPACT™ 
media  processor  makes  possible.  Developed 
by  Toshiba  and  Chromatic  Research,  Inc., 
this  little  powerhouse  delivers  all  the 
advanced  functions  that  previously  required 
multiple  add-on  boards.  Amazed?  Don't  be. 
Just  call  1-800-879-4963. 


MPACT  is  a  trademark  of  Chromatic  Research,  Inc. 
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INDONESIA 


SNATCHING  THE 

MOTHER  OF  ALL  MINES 

How  Canada's  Barrick  grabbed  a  $20  billion  gold  deposit 


For  both  Peter  Munk  and  David  G. 
Walsh,  the  stakes  could  not  have 
been  higher  as  they  entered  the 
office  of  I.  B.  Sudjana,  Indonesia's 
Mining  &  Energy  Minister,  for  a  Nov. 
14  meeting.  At  issue:  which  of  their 
companies  would  control  what  may  be 
the  world's  biggest  gold  deposit.  It  was 
Walsh's  company,  tiny  Bre-X  Minerals 
Ltd.  in  Calgary,  Alta.,  that  had  discov- 


25%  for  itself.  That  meant  Walsh  would 
lose  majority  control  of  a  mine  he  re- 
garded as  rightfully  his — and  might  also 
be  forced  to  accept  far  less  than  he 
would  gain  in  an  open  auction  for  Bre- 
X's  Busang  rights.  Although  several  is- 
sues were  unresolved  as  business  week 
went  to  press  on  Dec.  4,  including  fi- 
nancial terms  and  how  the  government 
would  be  compensated,  there  seemed 


to  become  king  of  the  gold  industr  4 
just  a  dozen  years,  Barrick  has  }i« 
from  an  upstart  hounded  by  its  cidi 
tors  to  the  world's  No.  3  gold  prodijei 
with  a  market  value  of  more  than  li 
billion  and  mines  in  the  U.S.,  CarB] 
and  Chile.  If  it  gets  a  majority  staWii 
Busang,  Barrick  will  nearly  doublet: 
1995  reserves  of  43  million  ounces,  ay 
Pierre  Lassonde,  president  of  Eft 
Nevada  Mining  Corp.:  "Barrick  will  p 
the  growth  it  needs  to  become  NoJ." 

Snaring  Busang  from  Bre-X  alsotis 
plays  Munk's  mastery  of  power  polis 
With  an  "advisory  board"  that  baft 
former  Canadian  Prime  Minister 
Mulroney  and  former  President  Get 
Bush,  Munk  has  the  clout  to  open  da 
In  Jakarta,  he  enlisted  one  of  Presijn 
Suharto's  daughters  as  a  partner. 

The  saga  begins  in  late  1993, 
Munk  was  approached  by  Walsh 
request  for  financing.  Bre-X,  w|i 
started  out  by  searching  for  diamJ 


ered  gold  in  the  jungles  of  Borneo 
worth  at  least  $20  billion.  Walsh  planned 
on  realizing  this  monumental  windfall 
by  selling  Bre-X  to  the  highest  bidder. 

Sudjana's  decision  was  a  shocker: 
Telling  Walsh  that  the  government  was 
"very  concerned  about  the  development" 
of  these  Busang  deposits,  he  instructed 
Bre-X  to  form  a  joint  venture,  in  which 
75%  of  its  interest  would  belong  to 
Munk's  Barrick  Gold  Corp.,  leaving  just 


little  doubt  Munk  will  prevail.  Walsh 
would  not  comment.  But  a  Barrick 
spokesman  says  it  landed  the  deal  be- 
cause "there  was  no  doubt  about  our 
interest,  and  we  clearly  are  qualified  to 
get  the  mine  in  production." 

How  Walsh  lost  his  bid  is  an  aston- 
ishing tale  that  reveals  much  about  how 
business  gets  done  and  undone  in 
rough-and-tumble  Indonesia.  The  story 
also  underscores  Munk's  insatiable  drive 


in  Canada's  Northwest  Territories, 
shifted  its  focus  to  Indonesia  Ther 
teamed  up  with  geologist  John 
Felderhof,  who  was  convinced  of 
Busang  area's  potential.  Yet  after  sn 
ing  initial  interest,  Munk  pulled 
when  negotiations  bogged  down. 

But  within  months,  new  drilling 
dence  suggested  Busang  might  con 
"more  gold  than  has  ever  been  foun 
one  spot  in  recorded  history,"  accon 


i  ti 


omens 


)hnson  Schoo 
inounces  thirty 
draordinary 
ays  to  make 
to  the  top. 


Introducing  the 

Park  Leadership 
Fellows  Program 


Two-year, 

full  tuition 
plus  stipend 
MBAfellowships 
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global  leaders,  a  dynamic 
leadership  experience,  an 
elite  group  of  peers 


For  an  application,  contact: 

Johnson  School  admissions:  (800)  847-2082 

or  parkmba@johnson.comell.edu 

http://www.gsm.cornell.edu 

Park  Fellowships  are  restricted  to  U.  S.  citizens. 
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to  Brian  Fagan,  editor  of  Asian  World 
Stock  Report,  monitoring  Asian  mining. 
"This  was  James  Bond  material." 

Recognizing  his  mistake  and  deter- 
mined to  get  a  piece  of  the  action, 
Munk  began  working  Jakarta's  corri- 
dors of  power.  He  dispatched  to  Jakar- 
ta a  longtime  associate,  Neil  T. 
MacLachlan,  a  Barrick  executive  vice- 
president  who  was  previously  assigned 
to  China.  Last  summer,  he  helped  es- 
tablish an  alliance  with  Citra  Lamtoro 
Gund  Group,  controlled  by  Suharto's 
daughter  Siti  Hardiyanti  Rukmana. 
Known  as  Tutut,  she  is  the  most  influ- 
ential of  the  President's  six  children. 

In  early  October,  Indonesian  authori- 
ties began  questioning 
the  Bre-X  title  to  Bu- 
sang. Jusuf  Merukh,  one 
of  Bre-X's  local  partners, 
suddenly  claimed  that  he 
was  entitled  to  a  40%  in- 
terest. Although  Merukh 
has  never  fully  explained 
his  claim,  he  opened  a 
can  of  worms  by  raising 
the  ownership  issue.  In 
late  October,  Bre-X 
fought  back  by  forming 
an  alliance  with  the 
Panutan  group,  controlled 
by  Suharto's  eldest  son, 
Sigit  Harjojudanto.  Walsh 
offered  to  give  Sigit  10% 
of  the  deposit  outright, 
in  addition  to  a  "consult- 
ing" fee  of  $1  million  a 
year  for  40  years. 

Barrick  kept  working. 
Shortly  before  the  Nov. 
14  meeting,  Tutut  spent 
more  than  an  hour  clos- 
eted with  Sudjana,  who 
had  recently  been  award- 
ed sole  authority  to  grant 
the  contracts  of  work  (called  cows)  need- 
ed to  develop  Busang  and  other1  deposits. 
Although  Tutut  and  Sudjana  have  de- 
clined to  comment,  most  observers  be- 
lieve Tutut  was  pressing  Barrick's  case — 
standard  practice  in  a  country  where 
foreign  companies  must  enlist  Suharto's 
children  as  joint-venture  partners. 
JUNGLE  INTRIGUE.  Tutut  may  well  end 
up  with  an  equity  stake  in  the  mine. 
Meanwhile,  supporters  of  Bre-X  now 
complain  the  company  has  been  done 
in  by  local  intrigue.  "I  don't  see  how 
Bre-X  could  have  been  at  fault,"  says  a 
foreign  mining  executive  based  in  Jakar- 
ta. "They  followed  procedure,  except 
that  they  did  not  have  political  clout." 
But  others  are  more  critical.  "They  won 
the  mother  of  all  lotteries  and  then 
couldn't  produce  the  winning  ticket," 


says  Frank  Giustra,  ceo  of  Yorkton  Se- 
curities, which  has  advised  many  Cana- 
dian mining  companies.  He  says  that 
Bre-X  violated  the  "cardinal  rule"  of 
exploration  by  not  fully  resolving  the  ti- 
tle questions  sooner. 

For  its  part,  the  Indonesian  govern- 
ment argues  that  "Bre-X  could  not  de- 
velop the  mine  by  themselves"  and  that 
it  was  taking  too  long  to  find  a  capable 
partner,  according  to  Jean  Anes,  vice- 
counsel  for  investment  at  the  Indone- 
sian consulate  in  Toronto:  "The  gov- 
ernment wants  this  area  to  be 
developed  as  soon  as  possible."  No  one 
questions  that  Barrick  has  the  opera- 
tional expertise  and  can  raise  the 


trouble  getting  cows,"  says  anoier 
Jakarta  mining  executive.  "But  nc'r  it 
looks  like  a  find  can  be  pulled  righbut 
from  under  your  feet." 
"BUTCH  CASSIDY."  Controversy  is  lift- 
ing new  to  Munk.  Few  gave  hirnj.nv 
chance  in  the  gold  industry,  sine  he 
was  an  outsider  with  no  mining  ex  Wh- 
ence. But  Munk,  who  made  his  first)*- 
tune  building  hotels  in  the  South  Ff*ir- 
ic,  knew  foreign  investors  were  hu^n 
for  non-South  African  gold  stocksHi 
figured  he  could  succeed  by  snapfii:- 
up  underperforming  mines  in  the  I 
and  Canada. 

At  the  end  of  1986,  Munk  offereck 
million  for  the  Goldstrike  Mine  >ai 


BONANZA  Jakarta  may  be 
forcing  little  Bre-X  Minerals, 
which  found  the  world's  bigg0 
gold  deposit,  to  sell  75% 
to  Barrick  at  a  bargain  price 


TUTUT:  Did  Suharto's 
daughter  clear  the  way? 


$1  billion  or  more  required  to  develop 
Busang. 

Nevertheless,  many  shareholders  of 
Bre-X  are  furious.  Greg  Chorny,  who 
is  helping  to  spearhead  the  shareholder 
protests  over  the  deal,  fears  that  Bar- 
rick's price  for  75%  of  Bre-X  will  prob- 
ably be  far  below  the  $26  to  $30  per- 
share  that  Bre-X  might  have  realized  in 
an  open  auction.  On  Dec.  4,  Bre-X  stock 
closed  at  $15,  down  from  a  recent  high 
of  $20.  Barrick's  rivals  are  also  grousing. 
"We  were  very  disappointed  to  see  the 
auction  process  preempted,"  says  Placer 
Dome  Chief  Executive  John  M.  Will- 
son,  who  wanted  to  bid  for  Bre-X. 

Though  the  Indonesian  ruling  is  tech- 
nically legal,  it  is  deeply  troubling  to 
some  foreign  investors.  "Historically, 
people  who  found  deposits  did  not  have 


Elko,  Nev.,  a  shopworn  operation  it 
reserves  of  just  600,000  ounces.  Exirt 
hooted.  Just  three  months  later,  a) 
rick  found  it  had  hit  what  has  sinc<h< 
come  North  America's  largest  bl 
mine,  containing  some  28  million  oute 
With  the  mine  now  worth  more  >a 
$10  billion,  Interior  Secretary  Bjic 
Babbitt  called  it  the  "biggest  gold  jii 
since  the  days  of  Butch  Cassidy."i 
reasoning:  Barrick,  "a  foreign  coifri 
ny,"  paid  the  government  just  $10,0!  i 
fees  at  Goldstrike,  thanks  to  an  old 
ing  law  that  has  since  been  change 

Granted,  the  Nevada  coup  was  |Dt 
But  by  securing  a  second  El  Doii 
this  time  in  Indonesia,  Munk  coulo 
come  a  legend  himself. 

By  William  C.  Symonds  in  7bri| 
with  Michael  Shari  in  Jakarta  II 
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You're  going  to  hear  a  lot  about  competition  between  wireless  technologies.  The  battle  will  be 
fusing,  but  the  winner  will  be  clear.  Only  CDMA  technology  (Code  Division  Multiple  Access)  will  truly 
nge  how  you  communicate  by  providing  a  new  generation  of  digital  wireless  services,  from  cellular 
}CS.  The  spoils  of  victory:  clearer  calls,  no  static,  less  background  noise,  fewer  dropped  calls  and 
cloning.  We  don't  just  offer  CDMA--we  developed  the  technology  and  the  phones.  Now  you  can 
both  at  your  local  wireless  provider.  It's  your  call.  Technology  for  ^Ni  i  a  i  /"AAAAA 
future.  Or  technology  for  musty  archives.  For  details,  contact  us  at  \JUMLV.VJ/VVV\ 

I      CDMA  DIGITAL 

i://www. qualcomm.com/cdma/  or  1-800-349-4188. 


where  digital  comes  Irani. 


WE  PROUDLY  SUPPORT  Q ^MECg  CDMA  LAUNCHES  IN  THESE  MARKETS: 

in,  Chicago,  Dallas,  Hampton,  Honolulu,  Houston,  Jacksonville,  Miami,  Milwaukee,  New  Orleans,  Richmond,  San  Antonio,  and  Tampa. 


If  you're  very  lucky,  there  will  be  a  few  moments  in  your  career  when 
the  people  who  really  matter  think  you're  an  absolute  genius.  And  if 
you're  about  to  upgrade  to  computers  with  Pentium'  Pro  processors 
and  convert  your  company  to  Windows  NT" ,  the  next  such  moment 
could  be  arriving  sooner  than  you  expected.  That  is.  if  you  make  the 
extraordinarily  brilliant,  wunderkind-like  decision  to  choose  the  AST' 
Bravo  MS-T  Pro. 

The  power  everyone  wants. 

The  Bravo  MS-T  Pro  comes  with  amazing  technology  like  the  Matrox 
Millennium  graphics  card.  And  with  the  Pentium"  Pro  processor,  it's  a 
breeze  to  run  popular  business  programs— in  1 6  or  32  bit  format— up 
to  64%  faster  than  you  run  them  now.  To  enhance  productivity  even 
more,  there's  AST  IntraAccess  complete  Intranet/Internet  software. 


Amazing  technology.  Amazingly  affordable. 

$1 ,999*.  (Sorry  if  we  shocked  you.)  That's  close  to  a  thousap 1 
less  than  many  comparable  competitive  models.  Which  rrpr 
can  have  exactly  what  you  want,  and  a  lot  more  of  it  than  yoifh 
Business  should  be  this  easy. 

Don't  expect  the  usual  service.  Expect  more. 

To  prove  how  eager  we  are  to  keep  you  happy,  AST  Express 
provides  the  fastest,  most  flexible  service  around.  We'll  usuaj  £ 
your  call  in  a  minute  or  less.  And  if  you  need  parts,  we  an  'I 
them  in  a  day.  For  a  reseller  near  you  call  us  at  800-876-4AT 
www.ast.com.  We'd  be  happy  to  answer  your  questions  be 
AST  Bravo  MS-T  Pro.  And  more  than  happy  to  welcome  yc 


*  Estimated  selling  price,  mnmlor  not  included  Actual  price  may  vary  Contact  resellers  tor  details  ©1996  AST  Research,  Inc  AST  is  a  registered  trademark  AST  Computer,  the  AST  logo.  AST  CommandCenter,  AST  IntraAccess  and  AST  ExpressService  and  "Where  Things  are  Happening"  aretradeni  i 


le  $10,000,000  client. 


For  a  free  copy  of  our  IDC  white  paper, 
"Successfully  Migrating  to  Next  Generation 

PCs",  call  us  at  1  -800-447-0023,  ext.  IOO. 
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ISO  and  200  MHz  Pentium'  Pro  processors,  Matrox  Millennium  graphics  ^ 
with  2  MB  WHAM  upgradcahle  to  sMB,  SX  CD-ROM,  ^^^M  I  1 

Intel  EtherExpress"'  Pro  10/ 100  PCI  adapter  on  select  models,  ^*  M   ®  ' 

y.;. !.!.'•!•!  «  \  V\\  \  \  \  \ —   Microsoft  Windows  NT  Workstation  4.0,  COM  PUTER  I 

1  '  f  .fc^Jfe»a>^te.\    \Vd  AST  CommandCcnter-,  AST  IntraAccess.  Where    things    are  ▲ 

Intel  Inside  logo  are  registered  trademarks  and  the  Pentium  Pro  processor  logo  is  a  trademark  ot  Intel  Corporation  All  other  products  or  services  mentioned  herein  may  be  trademarks  or  registered  trademarks  ol  their  respective  owners  Information  subject  to  change  without  notice 
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MEXICO:  ANOTHER  NAIL 
IN  THE  COFFIN  OF  REFORM? 


M 


lexieo  is  lurching  into  what's  likely  to  be  an  increasing- 
ly bitter  midterm  election  campaign  in  1997.  President 
I  Ernesto  Zedillo  Ponce  de  Leon  signaled  its  start  by 
sacking  his  embattled  attorney  general,  Antonio  Lozano  Gra- 
tia, on  Dec.  2.  Officially,  Lozano,  a  member  of  the  conservative 
opposition  National  Action  Party  (pan),  was  fired  for  making 
little  headway  in  investigations  of  high-profile  assassination 
and  corruption  cases.  But  his  bmsque  removal  seems  sure  to 
heat  up  the  political  warfare  between  the  ruling  Institution- 
al Revolutionary  Party  (pri)  and  the  pan.  "The  pan-pfj  elec- 
toral battle  is  going  to  be  ferocious,"  says  political  scientist 
Sergio  Aguayo. 

Zedillo  had  named  Lozano  to  his 
Cabinet  to  show  he  was  serious  about 
leading  Mexico  from  a  one-party  mo- 
nopoly to  a  plural  democracy.  And  by 
entrusting  sensitive  probes  and 
cleanups  of  corrupt  police  to  a  prosecu- 
tor from  outside  the  pri,  Zedillo  hoped 
to  give  credibility  to  his  pledges  of  re- 
form. But  the  pri's  losses  in  local  elec- 
tions last  month  are  believed  to  have 
increased  pressure  on  Zedillo  from 
within  the  party  to  remove  the  promi- 
nent opposition  figure  from  his  high- 
profile  post.  The  PRi-dominated  Con-  ~ 
gress  also  rejected  key  parts  of  a  multiparty  pact  that  Zedillo 
had  promoted  as  a  way  to  make  elections  fairer.  Increasingly, 
Zedillo's  political  options  are  being  limited  by  pri  heavyweights. 

Lozano  had  become  vulnerable  because  of  a  series  of  mis- 
takes in  his  two  years  as  attorney  general.  His  investigation 
of  the  1994  assassination  of  presidential  candidate  Luis  Don- 
aldo  Colosio  had  bogged  down,  and  he  failed  to  win  extradi- 
tion from  the  U.  S.  and  Europe  of  businessmen  and  a  former 
official  charged  with  corruption.  In  his  efforts  to  prove 
charges  of  illegal  enrichment  against  Raul  Salinas  de  Gortari, 
brother  of  former  President  Carlos  Salinas  de  Gortari,  Lozano 


REUNION 
URADOR 


LOZANO 


stirred  complaints  by  Swiss  authorities  that  his  team  leafed 
secret  Swiss  information  on  Raul's  bank  accounts. 

Most  recently,  Lozano's  detectives  consulted  clairvojflh.T 
and  uncovered  a  skeleton  on  Raiil  Salinas'  property.  1m 
claimed  it  was  that  of  a  missing  congressman,  said  tlfce 
Raul's  co-conspirator  in  the  1994  murder  of  the  pri's  secram*5 
general.  But  that  theory  fizzled  when  forensic  experts  pir 
the  U.  S.  could  not  identify  the  skeleton. 

Now,  Lozano's  successor,  Jorge  Madrazo  Cuellar,  the  Natp.^ 
Human  Rights  Commission's  respected  president,  will  Ik 
face  tough  obstacles  in  trying  to  wring  better  results  jjb 
Mexico's  discredited  judicial  sysMr 
"No  one  seems  to  be  able  to  controtht 
attorney  general's  office,"  says  Agikro« 
"It  is  penetrated  by  narco-trafficlrs 
and  it  simply  doesn't  function." 
A  SLOW  RECOVERY.  In  fact,  heajnj 
into  his  third  year  as  president,  ZHil 
lo  has  little  progress  to  show  oiBFJ 
three  chief  promises.  Besides  anaB^ll 
proved  justice  system,  he  pledge  t 
combat  comiption  and  solve  high-irOfiv^ 
file  assassination  cases.  And  whilm^ 
has  managed  to  stabilize  the  ecorm^ 
after  the  December,  1994,  peso 
"  lapse,  the  recovery  is  slow.  Most  ]fix;£S$ 
icans  still  feel  the  country  is  mired  in  crisis. 

The  key  question  now:  whether  Zedillo  can  withstam 
litical  pressures  to  rev  up  the  economy  at  the  risk  of  inflio 
and  big  deficits.  His  scheduled  one-day  visit  to  New  Yoi 
Dec.  9  to  meet  with  business  leaders  and  foreign  policy  ex]|rt* 
is  aimed  at  assuring  international  opinion  that  he  can  W 
Mexico's  economy  on  track.  But  by  removing  the  only  op 
tion  figure  in  Ms  Cabinet,  Zedillo  has  discarded  the  multip|r 
cooperation  he  hoped  would  be  the  trademark  of  his  ad 
tration.  The  stage  is  set  for  a  rough-and-tumble  election 

By  Geri  Smith  in  Mexico 


ny  could  sink  conciliation 


GLOBAL  WRAPUP 


PROTESTS  ROCK  XIAN 

►  It  began  as  a  routine  health  inspec- 
tion in  the  ancient  Chinese  capital  of 
Xian.  On  a  mid-November  day  in  the 
city's  Tun  Men  market,  city  health 
inspectors  shut  down  the  sidewalk 
restaurant  of  a  local  Hui  Muslim 
woman.  When  she  fought  to  keep  her 
goods,  an  inspector  zapped  her  with  an 
electric  stun  device,  knocking  her  out, 
informed  sources  say.  Apparently  mis- 
taking her  for  dead,  her-  husband 
attacked  the  officials  and  was  arrested. 
Next  day  he  was  dead,  allegedly  from 


beatings  received  in  custody,  local 
sources  say.  "The  Muslim  community  is 
angry,"  says  a  foreigner  in  Xian. 

As  a  result,  a  wave  of  protests  is 
rocking  the  city  and  threatening  its 
tourism  industry.  Hui  merchants  staged 
a  four-day  strike  of  their  night-market 
activities  and  held  two  days  of  street 
demonstrations.  The  Muslim  minority  is 
"continuing  to  plan  actions,"  says  a 
Xian  native.  The  dead  man's  wife  wants 
his  killers  brought  to  justice. 

That  may  be  hard.  Rumor  has  it  the 
inspectors  were  led  by  the  deputy  po- 
lice commander's  son.  Local  media 


haven't  reported  the  incident,  while  ; 
Shaanxi  Province  spokesman  says  he 
hasn't  seen  protesters  and  "can't  con 
firm"  the  story.  Sources  say  the  won  i 
refused  government  hush  money. 

The  incident  is  the  latest  episode  i 
unrest  in  Xian,  where  gang  violence 
also  on  the  rise.  Instability  could  sea 
off  some  of  the  city's  1  million  annua 
visitors.  Tensions  between  Hui  Muslijs 
and  Chinese  guides  have  already  halw 
official  China  Tourist  Service  tours  o 
the  historic  Muslim  Quarter,  where  t 
police  presence  has  been  stepped  up 
By  Dave  Lindorff  in  Hong  K 


Can  you  spot  the  7  ways 
to  catch  a  virus? 

Sales  rep  picks  up  notebook  computer 
from  MIS  department. 

Soes  to  airport. 

Flight  cancelled.  Downloads 

stock  market  news  from  the  Internet. 

Accesses  email. 

batches  plane. 

Copies  game  from  fellow  passenger. 

Dpens  attached  document  on 
MrsaiS  from  research  assistant. 

\rrives  at  regional  sales  office 

md  loads  demo  disk  for  presentation. 

Vccesses  online  service  for 
ip-to-the  minute  industry  projections. 

Sorrows  floppy  from  hotel 

business  office  to  print  presentation. 

Vrrives  at  client  and  begins  presentation. 

'hat  dreaded  message  appears: 
Application  error.  Program  file 
orrupted." 

Hurts  expletive. 


Protection 


This  sales  rep  encountered  7  computer 
viruses  in  just  one  trip.  Think  of  all  the 
times  you  run  into  similar  situations  in  the 
office,  on  the  road,  or  even  at  home  with 
the  floppies  your  kids  are  borrowing. Yikes 

Problems; 

1.  You  can  catch  a  virus  by  using  someone 
else's  computer. 

2.  You  can  catch  viruses  off  the  Internet 

3.  Floppies  are  petri  dishes  for  viruses.  If 
you  share  games  or  applications,  you 
could  be  sharing  viruses. 

4.  Anytime  you  open  an  attached  email 
document,  you  can  catch  a  virus. 

5.  If  you  share  software,  whether  it's  from 
a  friend  or  someone  at  the  office,  you 
can  get  a  virus. 

6.  Even  though  most  online  services  scan 
their  content  for  viruses,  some  viruses 
slip  by  and  don't  show  up  until  the 
worst  possible  moment.  Then,  it's  too 
late.  You're  infected. 

7.  Hotel  business  centers  can  be  breeding 
grounds  for  viruses. 

Solution:  ^ 

Norton  Antivirus'''  protects 
against  the  very  real  threat  of 
computer  viruses  by  automatically 
detecting  and 
eliminating  viruses 
before  they  corrupt 
your  system.  Installed 
in  minutes,  it's  the 
most  popular  anti- 
virus program,  used  by  94% 
yj£rx     of  the  Fortune  100  companies. 

To  purchase  Norton  Antivirus,  visit 
your  local  software  reseller  or  for  even 
more  info,  call  1-800-822-6417  ext.  9NA9. 
Otherwise,  visit  us  at  www.symantec.com. 

Available  for  Windows  and  Macintosh. 


MacUser 


CHOICE 


(SAM,U  for  Macintosh  virus  protection.) 

Protect  yourself. 
Protect  your  friends. 


SYMANTEC. 


'5  is  the  estimated  retail  price  for  the  Windows  95  2  0  full  version.  Upgrade  prices  are  available  for  Windows  3  X  and  Macintosh  Symantec  is  a  registered 

nark  anH  Nnrtnn  AntiVims  and  SAM  arp  fraHprnarks  of  Svmantpr  Cnmnratinn  All  nthpr  hranH  nampq  nr  trarlpmark<;  arp  nronprlv  nf  thpir  rpsnprtivp 
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you  don't  belong 


rraitor!" 
"You  b- 
in  the  street!" 
Insults  flew  fast  and  furious, 
le  petite,  blonde  labor  leader 
led  with  tens  of  thousands  of  strik- 
rorkers  in  Paris  in  mid-October, 
held  high,  staring  straight  ahead, 
e  Notat  took  the  heat  for  four 
!  from  workers  angered  by  her 
rt  of  government  welfare  reforms, 
i  the  49-year-old  head  of  the 
10-strong  French 


NICOLE  NOTAT 

CONTROLLING 

FRANCE'S 
WELFARE  STATE 


icratic  Labor 
■deration  was 
ng  back  to  her 
hings  got  even 
r.  A  crowd  of 
rs  chased  after 
urling  beer  cans 

;  sped  away.  She        ' J_~~~rrT"_~~_~  ~" accept  cuts  in 


leaders  struggling  to  drag  Europe's  la- 
bor movement  into  the  late  20th  centu- 
ry. From  Britain  to  Italy,  these  leaders 
have  traded  beat-up  leather  jackets  for 
crisp  business  suits.  They've  dropped 
left-wing  ideology  for  a  muted  tone 
more  acceptable  to  industry  and  gov- 
ernment leaders. 

COLOSSAL  TASK.  Above  all,  this  new 
breed  has  recognized  that  the  global 
economy  has  changed  forever  the  role  of 
Europe's  unions.  If  unions  are  to  sur- 
vive, these  leaders  re- 
alize, they  can  no 
longer  push  for  the 
ever-higher  wages  and 
benefits  they  have  de- 
manded for  the  past 
20  years.  Instead, 
workers  will  have  to 


eporters  grimly: 
will  not  stop  my 
nination." 
;at  is  called 
h  labor's  "Iron 
'  Yet  she  shows 
ough   side  as 

to  her  own 
members  as  to 
managers  and 
nment  officials 
teals  with.  The 
r  schoolteacher 

of  a  handful  of 


POST  Heads  France's  640,000-strong 
Democratic  Labor  Confederation 

GOAL  Help  French  government 
reform  its  welfare  state  while 
limiting  cutbacks  to  worker  benefits 

ACHIEVEMENTS  Known  as  the 
"Iron  Lady"  for  her  stubborn 
stance  in  battles  with  the  more 
militant  French  unions 

BACKGROUND  A  former  teacher 
from  the  heavily  industrial  Lor- 
raine region;  a  lifelong  Socialist 


their 

safety  net,  while 
unions  find  new  ways 
to  boost  productivity. 
"The  union  agenda 
should  be  competitive- 
ness, and  making 
things  smarter  and 
more  efficiently,"  says 
John  Monks,  51,  who 
heads  Britain's  Trades 
Union  Congress. 

That  sounds  good, 
but  can  these  leaders 
deliver   on    such  a 


FIND  ANYTHING, 
ANYWHERE  WITH 
ALTAVISTA™ 
SEARCH  PRIVATE 
EXTENSIONS. 

AltaVista  now  extends  its 
Web  leadership  with  Private 
extensions  for  your  PC,  your 
workgroup,  and  your  intranet. 
It's  part  of  OnSite  Computing: 
being  able  to  do  business  wher- 
ever you  are.  And  it  means  the 
end  of  wasting  time  locating 
needed  information. 

See  the  entire  AltaVista 
OnSite  family  at  our  Web  site, 
where  you  can  download 
free  trial  software,  today. 


r^  3  99o  Digital  Equipment  Corporation. 
AltaVista  ;c  fir  tradefTicrrtr  of  Digltai  Equipment  Corp.. 


TAViST/V 

OnSite  Knowledge 


lice.  Snake.  Chicken's  feet.  Octopus.  In  Asia,  all  kinds 
)f  things  go  into  a  rice  bowl.  But  one  item  is  really 
iurprising:  nickel.  Let  us  explain.  For  years,  stainless 
iteel  has  been  an  ingredient  of  cutlery 
md  cookery  in  North  America, 
because  it  doesn't  trans 
'er  food's  taste  or 
pdor.  Now,  for  the 
same  reason, 
it's  being  used 
to  make  rice 
dowIs  and  chop- 
sticks in  Asia. 
Which  is  appetizing 
news  for  the  investor. 
Because  Inco  makes  the  nickel 
that  makes  the  stainless 
steel.  And  rice  bowls  aren't 


and  cars  than  any  other  nickel  producer.  (China  am 
manufactures  40  million  bikes  a  year.]  We're  ilsi 
a  popular  item  on  the  menu  of  Asia's  archi»cr 
construction  engineers  and  raip 
manufacturers.  As  well* 
nickel  alloys  arj : 
increasing  denr 
for  a  nunc 
of  high-ic 
applicat 
from  per: 
computer 
television 
chip  boards, 
our  presence  in  As 
no  recent  development.  Ij 
we've  been  there  for  years,  nurturint 


lie 
iter 


I'M 


the  table.  Inco  nickel 
is  playing  a  key  role  in  many  of  Asia's 
booming  industries.  For  instance,  we  make  more 
forms  of  nickel  for  the  plating  of  bicycles,  motorcycles 


Deal  relationships  so  crucial  to  stable,  long  term  grl 
in  Asia.  So,  what's  in  the  rice  bowl  for  ye? 
you're  an  investor,  plenty.  For  your  copy  of 
1995  Annual  Report,  or  for  a  free  video  fu 
detailing  our  current  activities  throughout 
please  call  us  today  toll-free  at  1-800-361-INCC 

inco 

STRONGER  FOR  OUR  EXPERIENCE 
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FOR  OUR  NEXT 

TRICK, 
WE'RE  MAKING 
TIME  AND 
SPACE 
DISAPPEAR. 


CONFERENCE 
ANYWHERE, 
ANYTIME  WITH 
ALTAVISTA™  FORUM. 

Once  again,  we've  extended 
our  Web  leadership — with 
revolutionary  Web-based 
intranet  groupware.  Use  it  to 
dynamically  create  and  rein- 
vent teams  of  your  company's 
people,  customers  and  suppli- 
ers. Using  ordinary  browsers. 

It's  another  aspect  of  OnSite 
Computing:  being  able  to  do 
business  wherever  you  are. 
See  the  entire  AltaVista  family 
at  our  Web  site,  where  you  can 
download  free  trial  software. 


©i  996  Digital  Equipment  Corporation. 
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ssal  task?  Europe's  wages  are  far 
ier  than  those  in  Asia  and  Central 
3pe,  where  many  manufacturing  jobs 
heading.  Expensive  fringe  benefits 
e  European  workers  a  bad  bargain 
pared  with  their  U.S.  counterparts, 
he  best  case,  these  reformers  may 
slow  Europe's  hemorrhage  of  in- 
rial  jobs  while  improving  the  cli- 

2  for  hiring  workers  in  service  and 
-tech  businesses.  It  may  take  an 
1  deeper  crisis  before  most  Euro- 
l  unions  agree  to 
jping  change, 
usiness  welcomes 
first  signs  of  labor 
eration  but  wants 
2.  "There  is  a  se- 

3  attempt  on  the 
of  unions  to  ad- 

s  cost  problems," 
;  David  J.  Her- 
,  ceo  of  Adam 
I  Adds  Werner 
npfe,  head  of  Ger- 
y's  Gesamtmetall 
loyer  federation: 
sincerely  hope 
e  entered  a  peri- 
f  radical  change." 
at  even  these  first 
ts  at  change  are 
jig  the  new  crop 
bor  leaders  in  a 


JOHN  MONKS 


left  "all  the  crazy  radical  Marxist  stuff' 
behind  them,  says  Richard  B.  Freeman, 
a  labor  expert  at  the  London  School  of 
Economics. 

WELFARE  SURGERY.  Take  Cofferati,  head 
of  Italy's  3.3  million-member  Confeder- 
azione  Generale  Italiana  del  Lavoro 
(cgil).  The  48-year-old  former  commu- 
nist is  pushing  for  a  streamlined  welfare 
state.  Not  long  ago,  Cofferati  opposed 
government  efforts  to  overhaul  Italy's 
expensive  pension  system  because  such 
a  move  would  mean 
rolling  back  worker 
benefits. 

Eventually,  howev- 
er, Italy's  budget  crisis 
changed  Cofferati's 
mind.  Last  year,  he 
hammered  out  a  com- 
promise plan  with 
the  government  that 
raised  the  official  re- 
tirement age  by  five 
years,  axed  special 
benefits  for  govern- 
ment workers,  and  al- 
lowed private  pension 
funds  for  the  first 
time.  Cofferati's  back- 
ing helped  seal  the 
deal,  despite  opposi- 
tion from  other  labor 
leaders.  "We  need  a 


WORKING  FOR 
BRITAIN'S  HIGH- 
TFTH  FIIT11RF 

ically  touchy  po-   ___V__  _    _V _  _  5_  _  * : rr _  _  _    reform  of  the  welfare 


n.  Workers  in 
ce,  Germany,  and 
■  have  recently 
ed  out  to  protest 

in  health-care 
ding  and  other 
ire  reforms.  The 
:rates  are  caught 
e  difficult  role  of 
ators.  They  must 
un  the  need  for 
ms  to  their  own 
ers — and  to  other 

leaders.  If  they 
;oo  far  ahead  of 
ank  and  file,  they 
-he  risk  of  losing 


credibility. 
iD  VIEW.  The  most  prominent 
g  the  new  risk-takers  are  Notat, 
;s,  Italy's  Sergio  Cofferati,  Spain's 
nio  Gutierrez,  and  Germany's  Hu- 
s  Schmoldt.  College-educated  and 
sir  40s  and  early  50s,  most  have  a 
ler  world  view  than  earlier  gener- 
5  of  labor  leaders.  Most  important, 
rose  to  the  top  of  their  unions  af- 
urope's  industrial  struggles  of  the 
and  '70s,  which  forged  the  hard- 
tances  of  their  labor-leader  prede- 
*s.  Europe's  labor  pragmatists  have 


POST  Heads  the  6.9  million- 
member  Trades  Union  Congress 

GOAL  Wants  more  education  and 
training  to  prepare  British  workers 
and  enterprises  for  the  21st  century 

ACHIEVEMENTS  Has  gained  a 
following  in  business  circles:; 
often  pushes  his  moderate  views 
on  television 

BACKGROUND  Graduated  from 
Nottingham  University  in  econom- 
ic history;  visiting  professor  at 
Manchester  University;  joined  the 
union  in  the  '60s  after  a  stint  as 
manager  at  an  electronics  company 


state,"  Cofferati  ar- 
gues. "The  big  prob- 
lem is  jobs." 

Although  a  lifelong 
socialist,  Notat,  too, 
wants  welfare  surgery 
in  France.  When  Alain 
Juppe  came  to  power 
in  1995,  she  began  to 
build  rapport  with  his 
Cabinet  ministers. 
Sensing  their  willing- 
ness to  tackle  France's 
deficit-ridden  health- 
care system,  she  lob- 
bied to  spread  health- 
care taxes  across  a 
broader  section  of  the 
population,  without  slashing  worker  ben- 
efits. Now  Notat  is  pushing  for  further 
reforms,  despite  the  opposition  in  her 
own  ranks.  "You  can't  wait  until  there's 
complete  unanimity  to  move  forward," 
she  says. 

As  if  coping  with  nearly  bankrupt 
governments  weren't  enough,  the  labor 
moderates  are  also  trying  to  boost  in- 
dustrial efficiency.  One  pioneer  is  Hu- 
bertus  Schmoldt,  51,  the  head  of  ig 
Chemie.  An  opponent  of  "nairow,  corset- 
like rules,"  he  was  one  of  the  first  in 
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Business  is  on  the  move 
in  Pennsylvania. 


Just  ask  Slinky. 


Through  fifty  years  of  ups  and  downs 
anci  twists  and  turns,  James 
Industries  has  called  Pennsylvania 
home.  Why?  The  company  that 
makes  Slinky,'  the  wildly  successful 
kid's  sprmg  toy,  "just  loves 
Pennsylvania."  says  president  Betty 
James.  Penn.-vlvania's  highway 
system  smooths  o:  it  distribution  kinks 


and  its  strategic  location  keeps  the 
product  moving.  Pennsylvania's 
traditions  of  hard  work  and  loyalty 
have  helped  Slinky  stay  flexible  and 
i  ompetitix  e  in  the  international  toy 
market.  And  Pennsylvania's  making 
some  smart  moves  for  businesses: 
a  cut  of  up  to  24%  in  employers' 
workers'  compensation  premiums, 


a  $500  million  cut  in  business 
taxes,  and  new  reforms  in  product 
protection.  "Besides,  it's  beautiful 
here,"  says  Betty.  "Especially  during 
my  favorite  time  of  year. "  When 
would  that  be?  Springtime,  of  course. 

Call  1-800-554-PENN 

Internet:  http://www.state.pa.us/ 
Fax  1-717-772-5419 


PENNSYLVANIA 


Tom  Ridge, Governor 
Tom  Hagen,  Secretary.  DCKI) 


he  Workplace 


FROM  A  COMPANY 
FAMOUS  FOR 
TELLING 


EYERYTH 
TOEV 


N6 

ERYONE,  - 


A  WAY  TO  KEEP 
ANYTHING 
FROM  ANYONE. 


USE  THE  PUBLIC 
INTERNET  IN 
TOTAL  PRIVACY 
WITH  ALTAVISTA™ 
TUNNEL. 

It's  the  boldest  extension 
yet  of  our  Web  leadership: 
software  that  lets  any  remote 
user  you  choose  establish  a 
private  link  to  your  network 
— and  conduct  business  from 
anywhere.  With  any  firewall. 
For  a  lot  less  money. 

For  secure  OnSite  Access 
wherever  you  are,  visit  our 
Web  site  for  a  starter  kit,  or 
download  a  free  trial  version. 


©1 996  Digital  Equipment  Corporation 
AiloVista  is  atroaVnark  of  Digitai  Equipment  Corp. 


AItaVista:tu?!HOT 

OnSite  Access 


ipe  to  introduce  the  flexible  work- 
|  in  1990.  It  allows  companies  to 

the  length  of  the  workweek  from 
)  40  hours.  That  helps  companies 

output  without  paying  overtime 
ng  as  the  average  week  equals  37.5 
3  for  the  whole  year, 
le  approach  has  spilled  over  into 
r  industries.  At  Adam  Opel's 
urn  plant,  for  example,  employees 
id  to  work  from 

40  hours  a  week 

no  overtime  as 
as  the  average  is 
lours.  The  plan 
[  help  cut  Opel's 
•  costs  by  10%. 
hmoldt  knows 

more  must  be 
to  counteract 
lany's  labor  cost 
Ivantage.  So  IG 
lie  allows  compa- 
to  pay  first-time 
oyees  10%  less 
their  co-workers 
,  year.  He's  also 
itting  factories  in 
ly  competitive  in- 
•ies  such  as  tire 
ng  to  work  on 
:ends.  That's  a 
;hift  in  a  nation 


SERGIO  COFFER  ATS 


SAVING 


ITALIAN  JOBS 


Italy's  first.  In  return  for  $1  billion  in  la- 
bor-cost reductions,  Alitalia  will  give 
employees  up  to  20%  of  its  outstand- 
ing stock.  "We  had  to  totally  rewrite 
the  rules,"  says  Alitalia  Chief  Execu- 
tive Officer  Domenico  Cempella. 
PRICEY  LAYOFFS.  The  prospect  of 
mounting  joblessness  remains  the 
biggest  worry  of  Europe's  union  leaders. 
Europe's  unemployment  averages  11% 
but  ranges  as  high  as 
22%  in  Spain.  Now, 
some  unions  are  relax- 
ing the  rules  that 
make  layoffs  expen- 
sive. In  Spain,  for  ex- 
ample, union  chief  An-, 
tonio  Gutierrez  backed 
a  groundbreaking  re- 
form earlier  this  year 
at  auto  parts  maker 
Estampaciones  Saba- 
dell.  Should  sales  dip 
20%  or  more,  the  com- 
pany can  now  lay  off 
up  to  75  of  its  450 
workers  with  only 
modest  severance  pay- 
ments. Usually,  com- 
panies must  pay  tens 
of  thousands  of  dollars 
to  each  worker. 

Such  arrangements 


e  plants  typical-   r   would      have  had 


m  down  early  on 
ty.  Meanwhile,  IG 
lie  and  other 
s  in  France  and 
are  easing  away 

industrywide 
em"  contracts, 
asingly,  bare- 
5  national  deals 
guidelines  for 

hikes,  while 
anies  negotiate 
etails. 

(ER-OWNERS.  The 

ems  of  Europe's 
f  industries  are 
standing.  A  new 
otentially  bigger 
'or  unions  comes 


irope  deregulates 
maining  cartels.  In  service  indus- 
such  as  telecommunications  and 
es,  many  companies  aren't  pre- 
fer the  vicious  competition.  Work- 
'e  facing  the  choice  of  compromis- 
n  wages  and  benefits — or  losing 
jobs. 

:h  a  dire  decision  confronted  work- 
j  Alitalia,  Italy's  state  airline,  last 
The  company  was  close  to  col- 
when  its  unions  agreed  to  create 
iployee  stock-ownership,  one  of 


POST  Head  of  3.3  million-strong 
Confederazione  Generale  Italiana 
del  Lavore  (CGIL) 

GOAL  Fight  joblessness  by  pushing 
for  more  flexible  contracts  and 
freer  labor  regulations 

ACHIEVEMENTS  Saved  Pirelli  in 
1970s  by  agreeing  to  job  cuts; 
pioneered  the  concept  of  early 
retirement;  and  backed  a  land- 
mark deal  cutting  pay  to  save  jobs 
at  Alitalia 

BACKGROUND  Belonged  to  the 
Communist  Party  until  1991,  when 
he  helped  found  Italy's  Democratic 
Party  of  the  left;  started  his  career 
as  a  Pirelli  worker  in  the  '70s 


GutieiTez'  union-leader 
predecessors  pounding 
their  fists.  But  Gutier- 
rez, head  of  the  former 
communist  union  fed- 
eration Comisiones 
Obreras,  says  unem- 
ployment means  that 
other  companies  should 
adopt  such  deals. 
They  "reduce  insecuri- 
ty," he  says. 

Europe's  labor  chiefs 
are  sure  to  feel  un- 
comfortable as  they 
continue  to  walk  a  fine 
line  between  leading 
their  members  and 
alienating  them.  But 
they  agree  that  guard- 
ing the  status  quo  would  be  riskier  yet, 
causing  even  more  jobs  to  flee  Europe 
and  undercutting  faith  in  the  labor 
movement.  "That  just  won't  work,"  says 
IG  Chemie's  Schmoldt.  For  Europe's 
workers,  it's  now  a  choice  between  the 
leaders  with  business  suits  and  those 
with  leather  jackets. 

By  David  Woodruff  in  Bonn,  with 
Stanley  Reed  in  London,  John  Rossant 
in  Rome,  Andy  Robinson  in  Madrid, 
and  Mia  Trinephi  in  Paris 


Today  in  the  real  world,  there  is 
one  way  that  cyberspace  is  funda 
mentally  changing  how  business 
works:  corporate  intranets.  And 
AMD  technology  is  at  the  heart 
of  this  new  networked  world. 
Our  advanced  networking  chips 
are  key  components  of  collabo- 
rative computing  environments 
-  whether  it's  a  local  network 
or  a  global  one.  In  fact,  AMD 
chips  help  carry  80o/0  of  all 
Internet  traffic.  Visit  our  website 
or  call  1-800-222-9323. 


AMD£1 


AMD  is  a  global  leader  m 
communications  technology  offering 
a  full  range  of  high-performance, 
low-cost  networking  chips. 


AMD* 


www.amd.com 
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GLOBAL  REACH 

Macaulay's 
classic,  The 
Way  Th  i  ngs 
Work,  has  sold 
3  million  copies 
worldwide  in  18 
languages 


INFORMATION 


DAVID  MACAU  LAY 
EXPLAINS  IT  ALL 


The  author  is  one  of  a  new  breed:  Information  architects 


You  want  to  produce  a  book  that 
explains  how  computers  work,  for 
readers  from  8  to  80.  Think  of  the 
computer  as  a  machine  that 
changes  things — words,  pictures,  mu- 
sic— into  code.  Hmm  . . .  perhaps  you 
could  write  a  Wagnerian  spoof  about 
the  computer,  complete  with  drawings  of 
maidens,  knights,  and  gods  crashing 
through  the  circuitry. 

Offbeat?  Sure,  but  so  are  many  of 
the  notions  that  illustrator  David 
Macaulay  comes  up  with 
to  explain  technology. 
The  operatic  treatment 
of  the  computer  may 
never  see  the  light  of 


ventions  from  the  lowly  zipper  to  a  nu- 
clear reactor.  In  it,  he  offers  unusual 
close-up  perspectives  to  explain  how  ob- 
jects work,  while  a  playful  woolly 
mammoth  demonstrates  every- 
thing from  levers  to  planes. 

The  book  has  sold  3  million 
copies  worldwide  in  18  languages 
since  its  publication  eight  years  age 
and  it  is  still  spawning  spin-offs 
from  cd-roms  to  an  interactive 
exhibit  (table).  Just  out  is 


the  disk  The  W 
Things  Work  2.0  ffl 
dk  Multimedia,  wjch 
puts  Macaulay's  ja- 
chines  in  motion  bd 
offers  an  Internetik 
to  a  site  for  younjl- 
ventors  to  chat  m 
Macaulay  and  eiiw 
contests. 

Macaulay  has  rftei 
technology  accessible  to  children  pn 
adults  alike.  Architect  and  aurah 
Richard  Saul  Wui-man,  in  his  new  fcnj 
Information  Architects,  dubs  Macajav 
one  of  a  new  breed  of  designers — peWte 
who  have  a  knack  for  understand 
complex  matters  and  presenting  them 
a  coherent  and  interesting  fashion.  |.a 
time  when  more  and  more  informajon 
washes  over  people  without  appajnt 
rhyme  or  reason,  these  information- 
chitects,  says  Wurman,  are  able  to  tat 
out  everything  from  weather  patter^  tx 
medical  data  and  present  informabr 
to  readers  in  books,  maps,  or  magaze^ 
that  "make  the  complex  clear." 
NO  ZEALOT.  Corporations,  too,  incr^s- 
ingly  turn  to  these  designers  for* 
derstandable  mutual-fund  brochures,  wk 
or  shareholder  reports.  Macaulay,  jyst 
Wurman,  is  an  information  architect  pi 
"extends  knowledge"  and  in  so 
skillfully  "demystifies  technology."  1 
Macaulay  insists  that  he  is  nei  er; 
an  expert  nor  a  zealot  about  teehrp; 
gy — he  doesn't  own  a  cellu- 
lar phone,  uses  his 
Macintosh  for 


THE  WAY  THINGS  KEEP  WORKING 

1988  The  book  The  Way  Things  Work  published 
1994  CD-ROM  The  Way  Things  Work  issued 


procesr 
only,  and  (J 
program  ji 
vcr.  "I'm  the  perfect  measure  ofra 
average  person  with  average  entl- 
asm — maybe  with  a  bit  more  curios, 
he  says. 

He  certainly  has ! 
background  and  traimj 
for  explaining 
things  work.  Macaia; 


i     u  ^  •i.      l.1  ud-kuivi  / ne  way  mmgs  worn  issued  °  t,j 

day,  but  its  emblematic   r     was  born  in  the  Bml 


of  Macaulay's  work — in- 
ventive, surprising,  and 
wry.  He's  written  more 
than  a  dozen  books  for 
children  and  adults, 
many  with  an  architec- 
tural bent.  But  he  is 
best  known  for  his  book 
The  Way  Things  Work, 
a  compendium  of  400  in- 


1996  CD-ROM  The  Way  Things  Work  2.0  with  Internet  link  issued  mill   region   of  In 

1998  10th  anniversary  edition,  The  New  Way  Things  Work,  due  of^textUe^ngtaee'- 

1998  Mammoth  Institute  of  Technology  scheduled  to  open  at 
Sony's  planned  entertainment  complex  in  San  Francisco 


1998?  New  CD-ROMs,  such  as  The  Way  Things  Work:  Electricity, 
may  be  issued 

1999?  A  book,  The  Way  Computers  Work,  may  be  published 


a  homemaker  who  kt 
ted  and  sewed.  In 
youth,  Macaulay  wa: 
ways  building  thi 
from  elevators  made 
of  shoeboxes  to  c; 
cars  that  glided  ac 
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ee  for  a  Limited  Time. .  A  Guide  to 

["he  Top  New 
Data  Warehousing 
oftware 


When  200,000  IS  managers  were  asked  to 
ehoose  the  top  software  for  data  warehousing, 
their  answer  fiad  a  familiar  ring: 

SASR  software  from  SAS  Institute. 

With  SAS  software,  you  can  integrate 
your  company's  vast  data  resources  with 
proven  data  discovery  capabilities  that 
can  be  custom  tailored  to 
you  and  your  business: 
multi-dimensional 
analysis,  data  mining, 
database  marketing,  't « ' 

data  visualization,  data  query  and 
reporting,  and  much  more. 

It's  never  been  easier  to  access  your 
data... or  to  arrive  at  informed  decisions. 
No  wonder  more  than  3.5  million 
decision  makers  already  rely  on  SAS 
software.  Or  why  it's  now  at  work  in 
the  Fortune  100. 


PRODUCT 

OF  THE 

YEAR  1996 


Decision 


Making. 


M 


ADVANTAGE 


SAS  Institute 


Software  for  Successful  Decision  Making 

Phone  919.677.8200     Fax  919.677.4444 

Get  the  facts  for  yourself  in  our  free  data  warehous- 
ing guide.  Just  give  us  a  call  or  visit  SAS  Institute 
on  the  World  Wide  Web  at  http://www.sas.com/ 


E-mail:  bw@sas.com 


SAS  is  a  registered  trademark  of  SAS  Institute  Inc.    Copyright  6  1996  by  SAS  Institute  Inc. 


The  Corporation 


the  family  living  room.  In  1957,  he 
moved  to  the  U.  S.  with  his  family  and  a 
few  years  later  enrolled  at  the  Rhode 
Island  School  of  Design,  where  he  re- 
ceived a  degree  in  architecture. 

He  decided  not  to  practice  and  in- 
stead began  putting  together  ideas  for 
books.  His  first.  Cathedral,  was  pub- 
lished in  1973  and  explained  the 
decades-long  construction  of  an  imagi- 
nary French  cathedral.  He  has  taught  il- 
lustration at  risd  since  1975,  and  for 
the  past  nine  years  has  worked  out  of  a 
15-by-30  foot,  two-story  studio  in  War- 
ren, R.  I.  His  interests  sometimes  range 
far  from  technology:  He's  putting  the 
finishing  touches  on  a  book  called  Rome 
Antics,  an  irreverent  guide  to  the  alleys 
and  ancient  buildings  of  Rome. 

Macaulay  views  every  new  project 
as  a  problem-solving  challenge.  He  be- 
lieves that  good  illustration  must  be 
simple  in  its  execution  but  offer  unex- 
pected solutions.  Accordingly,  in  The 
Way  Things  Work  Macaulay  takes  you 
inside  a  lawn  sprinkler  to  see  how  it 
works.  With  science  writer  Neil  Ardley, 
who  wrote  the  technical  text  for  The 
Way  Things  Work,  he  disassembled  an 
ionizer,  ripped  apart  a  computer  key- 
board, and  peered  at  the  miniature 
workings  of  a  quartz  clock  under  a  mi- 
croscope. Then,  producing  up  to  a 
dozen  drawings  for  every  finished  one 
over  a  four-year  period,  Macaulay  il- 
lustrated the  machines — with  whim- 
sical touches. 

HANDS  ON.  The  mammoth  appears  fre- 
quently throughout  the  book.  It  also 
figures  heavily  in  the  cd-roms  and  will 
be  present  at  the  Mammoth  Institute 
of  Technology,  an  imposing  exhibit 
based  on  The  Way  Th  ings  Work  that  is 
slated  to  be  part  of  a  Sony  Corp.  fam- 
ily-entertainment complex  scheduled  to 
open  in  San  Francisco  in  1998.  Visitors 
will  be  able  to  manipulate  objects  such 
as  levers  and  springs.  And  the  mam- 
moth will  be  back  in  the  10th  anniver- 
sary revision  of  the  book,  due  in  1998, 
which  will  replace  about  one-quarter 
of  the  material  with  new  objects  such 
as  the  fax  machine  and  the  cellular 
phone. 

Other  spin-offs  are  also  on  the  hori- 
zon— cd-roms  that  might,  for  instance, 
focus  on  electricity  and  electrical  inven- 
tions and  allow  viewers  to  build  their 
own  machines.  But  after  he  finishes  the 
10th  anniversaiy  edition,  Macaulay  says, 
he's  going  to  tread  carefully.  Although 
he's  considering  a  book  on  computers, 
he'll  do  it  only  if  he  can  say  something 
new  in  a  fresh  way.  "I  want  to  have 
big  conceptual  problems  to  solve  again," 
says  Macaulay.  Can  you  hear  the  thun- 
derous notes  of  Die  Walkure? 

By  Karen  Pennar 
in  Providence,  R.  I. 


MANUFACTURING 


GM'S  SLOW-MO 
ROLLOUT 

Will  its  cautious  minivan  launch  stall  profits? 


Call  it  a  manufacturing  mystery. 
General  Motors  Corp.  shut  down 
its  Doraville  (Ga.)  factory  in  the 
summer  of  1995  for  a  huge  over- 
haul prior  to  the  start  of  production  of  a 
new  generation  of  minivans.  Yet  even 
now,  the  assembly  line  is  running  at 
only  two-thirds  of  capacity — and  won't 
reach  full  speed  until  March.  The  20- 
month  changeover  in  an  industry  where 
the  fleetest  competitors  switch  models  in 
a  month  or  less  has  many  baffled.  "I 
just  don't  understand  it,"  says  James 
E.  Harbour,  the  respected  head  of  man- 
ufacturing consultant  Harbour  &  Asso- 
ciates in  Troy,  Mich.  "It's  a  waste  of 
time  and  money." 

gm  isn't  letting  outsiders  into  the 
Doraville  plant  and  won't  discuss 
specifics  of  launching  the  eagerly  await- 
ed minivan,  a  crucial  element  in  a 
freshened  lineup.  But  the  painfully 
slow  introduction  illustrates  the  diffi- 
culties that  the  No.  1  auto  maker  faces 
as  it  remakes  25%  of  its  lineup  with 
launches  of  15  vehicles  at  8  plants. 


97  CHEVY 
VENTURE  LS 
EXTENDED 

Industry  ana- 
lysts say  the 
new  design  is  a 
vast  improve- 
ment over  GM 
predecessors 


At  Doraville,  as  at 
many  of  the  factories 
it  is  modifying,  gm 
has  installed  flexible, 
high-tech  equipment 
that  should  ease  fu- 
ture changeovers. 
But    the  overhaul 


means  that  attractive  new  vehicles 
taking  months  to  hit  showrooms.  Ii 
meantime,  the  auto  giant  is  losing  ■ 
its  and  market  share  while  paying  ae 
manufacturing  costs  and  overhead,  a 
Furman  Selz  Inc.  analyst  Maiyanji 
Keller:  "Financially,  it's  a  disaster.']! 
QUICK-STUDY  ROBOTS.  Nowhere  is  1 
dilemma  more  evident  than  in  theH 
billion  minivan  market.  Its  1997  Chm 
let  Venture,  Pontiac  Trans  Sport,  m 
Oldsmobile  Silhouette  minivans  arm 
ing  praised  by  experts  as  light-jra 
beyond  gm's  previous  offerings.  Thri 
also  much  more  profitable.  But  gm  li 
begin  a  real  marketing  push  before  a 
ly  next  spring,  when  there  are  en|i 
minivans  to  sell — giving  competw 
even  more  of  a  running  start  in  a  H 
that's  quickly  tightening. 

The  Doraville  makeover  would  p> 
challenge  for  any  auto  maker,  g I  i 
spending  more  than  $1  billion  to  irra 
tons  of  equipment,  including  a  pi 
stamping  facility.  Most  important  iak 
"flexible"  body  shop,  where  a  vehw 
metal  shell  comes  together.  Doralll 
should  be  able  to  adapt  quickly  \« 
the  next  model  is  introduced  by  tp 
reprogrammable  robots  that  posio 
and  weld  minivan  bodies.  Unlike  h 
one-job  robots  of  gm's  past,  softwaijo 
the  new  ones  can  be  updated. 

The  overhaul  is  not  simply  a  mean 
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Today. 
Better  News 
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If  the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  it  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free.  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 
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ical  one.  Introducing  such  sophisticated 
machinery  requires  lots  of  worker  train- 
ing, as  does  building  a  new  vehicle.  For 
instance,  GM  turned  to  the  U.S.  Postal 
Service — whose  carriers  use  right-hand- 
drive  vehicles  delivering  mail — for  ad- 
vice on  how  to  train  the  workers  who 
must  get  the  right-hand-drive  Vauxhall 
Sintra  minivans  for  the  British  market 
off  the  line,  gm  has  also  had  to  recruit 
and  train  a  second  shift  for  Doraville. 

Things  were  further  complicated 
when  gm  charged  Doraville  with  churn- 
ing out  a  mind-boggling  array  of  mini- 
van  variations,  including  long  and  short 
wheelbases,  four  engines,  three  door 
configurations,  and  sheet  metal  for  five 
different  exteriors.  "Doraville  is  the 
most  complex  launch 
that  we  have,"  says 
Donald  E.  Hackworth, 
vice-president  of  gm's 
Midsize  and  Luxury 
Car  Group. 

Launching  with  so 
many  variations  was 
a  controversial  choice. 
"I  would  never  have 
started  out  that  way," 
says  consultant  Har- 
bour. More  typically, 
a  carmaker  starts 
with  its  best  shot — a 
few  feature-laden 
models — and  then 
builds  only  those  until 
they  can  be  made 
perfectly  at  a  high 
line  speed,  gm  man- 
agers say  they  need 
the  variety  to  feed  all 
of  gm's  marketing 
divisions,  including 
Vauxhall  and  Opel  in 
Europe.  While  that 
increases  launch  diffi- 
culty, gm  says  it  must 
consider  all  of  its  customers. 

Doraville's  makeover  is  particularly 
vital  because  its  minivans  could  turn 
out  to  be  among  gm's  most  profitable 
products.  Lehman  Brothers  Inc.  ana'yst 
Joseph  Phillippi  thinks  that  GM  will 
make  $5,000  to  $6,000  per  vehicle  in 
gross  profit  on  the  new  minivans,  com- 
pared with  "virtually  nothing"  on  the 
old  models  (chart). 

WHAT  SCHEDULE?  One  reason  is  scale. 
gm  is  making  more  than  twice  as  many 
of  the  new  vans  as  it  did  of  its  unpopu- 
lar predecessors,  the  needle-nosed  apvs, 
so  it  can  allot  development  costs  over 
more  vehicles,  gm  is  also  saving  money 
by  using  fewer  parts  and  spreading  the 
cost  of  parts  design.  The  minivan  shares 
major  chassis  components  with  the  new 


if 


Pontiac  Grand  Prix.  Then,  too,  GMjg- 
ures  it  won't  have  to  offer  costlyte- 
bates  on  the  '97  models— unlike  lit 
unloved  apvs. 

Yet  Doraville's  shiny  new  tools  jori 
alluring  minivans  won't  help  if  thej'e- 
hicles  aren't  on  the  market.  Whikptj 
works  out  its  kinks,  thousands  ofto- 
tential  customers  are  buying  froniri- 
vals.  And  Doraville  is  incurring  1jr 
fixed  costs  and  manufacturing  expgs 
es — $75  million  over  six  months,  fitr 
bour  estimates.  GM  claims  that  DorafOe 
is  slightly  ahead  of  schedule,  althdp- 
that  schedule  has  been  kept  deliberte 
ly  hazy.  Harbour  says  the  line  is  tuimT 
out  42  minivans  an  hour,  below  its  ifi-,- 
speed  goal  of  66.  "If  you  set  your  begh- 
marks   low  enorh 
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.AND  IT'S  LOOKING  TO  NEW 
MODELS  TO  BOOST  PROFITS 
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you  can  usually 
ceed  them,"  grun 
one  large  instituti 
shareholder,  gm's  s 
has  long  been  pi 
ized  for  the  comp; 
poor    manufactu  :t 
performance, 
trading  at  arounc 
it  has  risen  just 
so  far  this  year, 
below  the  22%  0  8 
gained  by  the  S 
dard  &  Poor's  50( 

Whatever 
benchmark,  GM 
missing  an  opporl 
ty.  While  it  dallie: 
vals  such  as  Chn 
Corp.  are  gainiri  &p 
surer  foothold  ir 
increasingly  crov 
segment.  Meanw 
new  contenders  ar 
the  horizon:  U.S.- 
minivans  from  Topt.._ 
Motor  Corp.  in  it 
1997  and  from  Hid 
Motor  Co.  the  following  fall.  Worse 
Insurance  Institute  for  Highway  Sam  ^ 
an  industry  group,  announced  on  p' 
20  that  gm  minivans  were  the  ™  , 
performers  in  certain  front-end  c 
tests,  gm  disputes  the  findings  and 
its  vans  are  safe. 

So  far,  Chevy's  4,400  U.S.  de; 
have  received  about  7,500  of  the 
Ventures,  just  enough  for  a  display 
el  or  two.  "It's  frustrating  waiting," 
New  Jersey  Chevrolet  dealer  Pit 
Jarvis,  who  has  just  one  Chevy  Jl 
ture.  All  gm  can  do  is  hope  that 
ville  will  be  fully  on  line  soon,  ersj 
bad  memories  and  boosting  the  bop 
line.  If  that  doesn't  happen,  gm's  mril 
facturing  mystery  will  only  get  de<te 
By  Kathleen  Kerwin  in  Dm 
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Chrysler 

www.chryslercorp.com/ 
Cisco  Systems 
www.cisco.com 
Cobra  Golf 
www.CobraGolf.com 
Compaq 

www.compaq.com 
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www.cai.com 
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Freightways,  Inc. 
www.cnf.com 
Credit  Suisse 
www.ska.com 
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www.windows.digital.com 
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EIS  International 

www.surefind.com 
Ericsson 

www.ericsson.se/systems/gsm 
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www.fedex.com 
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Want  financial  software  solutions 
that  provide  faster  access  to 
information,  exploit  the  Internet, 
leverage  object  technology, 
and  adapt  to  relentless  change ... 
worldwide? 


Flex 1 1 nternat ional  Software 

800-343-9492 
http://www.flexi.com 


We've  Only  Got  One 
Important  Customer... You. 


Staples  treats  all  of  our  customers  as  if  they 
were  our  only  customer.  No  matter  how  large 
or  small  a  company  is,  Staples  can  focus  on 
the  specific  needs  of  that  particular  business. 

Larger  corporations  (including  Fortune  500 
and  1000  companies)  can  turn  to  the  Contract 
Division.  This  specialized  group  provides 
individual,  customized  supply  ordering 
solutions  to  help  larger  companies  streamline 
their  internal  processes,  and  reduce  wasted 
time  and  money. 

Staples'  mail-order  catalog,  designed  for 
small-  to  medium-sized  businesses,  provides 
a  convenient  way  to  order  hundreds  of  office 
supplies,  business  machines  and  furniture 
items  at  guaranteed  low  prices. 

Our  retail  stores  (over  500  locations)  service 
individual  consumers  and  small  businesses 
with  great  prices,  huge  selection  and  a 
knowledgeable  staff. 

So,  no  matter  how  large  or  small  your 
company  is,  we're  uniquely  positioned  to 
serve  YOU...  our  Most  Important  Customer. 

Let  us  show  you  how  we  can  best  service  all  your 
office  supply  needs.  Call  1-800-813-1588 
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CREDIT  WHERE  CREDIT  IS  DUE 


W 


omen  business  owners,  who  recently  depended  heavily 
on  credit  cards  for  financing,  now  virtually  mirror  men 
in  access  to  capital,  says  a  National  Foundation  for 
Women  Business  Owners  study  Plastic  use  has  dropped  in  half 
since  1992,  while  reliance  on  earnings  has  soared.  Women  are 
I  as  likely  to  have  bank  credit  as  men  (46%  vs.  49%),  bol- 
j  stering  their  new  perception  of  fair  treatment. 

nfwbo  chair  Susan  Peterson  says  banks  were 
";'     ,   "shocked  into  action"  after  the  group's 
1992  study  showed  shoddy  bank  treat- 
|  ment  of  women,  who  were  starting 
more  firms  than  men  (they  now  own  8 
million  companies,  with  $2.3  trillion  in 
sales).  Wells  Fargo  last  year 
earmarked  $1  billion  for 
women.  It's  already  gone. 
Now  Wells  has  put  up  $10 
billion  more  for  creditworthy 
female  entrepreneurs. 

Women  still  have  less 
available  credit  than  men 
and  apply  for  fewer  loans. 
"But  we've  gained  momen- 
tum," Peterson  says.  The 
study.  Capital,  Credit,  and 
Financing,  is  available  for 
$29.95.  Call  301  495-4975. 
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don't  have  the  drive  people  have\ 
that  are  over  30  years  old.  They  ' 
ambition,  they  don't  want  to  get  ahea 

21%  say  that  younger  workers  have 
a  poor  work  ethic 
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NEW  TOOLS 
OUT  OF  THE  BOX 


■  With  LinkStar's 
Hot  Office,  only  em- 
ployees with  the 
right  digital  key  can  see  documents 
colleagues  publish  on  the  Web,  afford- 

ItflMrfTtffinol  ™g  smaU  compa" 

-  iwiUI  I  k--^    nj,..  ;(  chance  to 

have  their  own  corporate-style  in- 
tranet. Cost:  about  $10  per  month  per 
employee,  plus  setup  fee. 
■  Connected  Corp.  backs  up  your 

documents  on  its  server  with  a  product  called  DataSafe. 
It  starts  at  $14.95  monthly  for  15  megabytes,  http:// 
206.21 6. 1.100:80/p25/  or  (508)  270-3078. 


I'M  IN  THE  BOOK 


You  can  be  a  who's 
who,  for  $1,500.  That's 
icon  Publications'  fee 
for  spots  in  its  Year- 
book of  Small  Busi- 
ness Icons,  a  reporters' 
guide.  "Most  [small] 
companies  don't  know 
how  to  contact  the 
media,"  says  icon  Pres- 
ident Scott  Smith.  He 
does.  (800  422-3131, 
www.iconpub.com.) 
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MISTREATMENT 
BECAUSE  MINORITY 
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Confused  ;J» 
who's  an  m 
pendent  con|f| 
tor?  A  new  IRS 
ument  and  video  outline  busis^ 
owners'  rights  when  the  governe 
questions  worker  classification.  ■ 
nesses  can  escape 
some  federal  employ- 
ment taxes  if  they 
have  a  reasonable 
basis  for  not  treating 
workers  as  employ- 
ees, consistently  treat 
any  similar  workers 
as  contractors,  and 
regularly  file  required 
information.  Down- 
load "Independent 
Contractor  or  Em- 
ployee?" (www.irs. 
ustreas.gov/prod/bus_info/bus_ 
html).  Or  call  800  829-1040. 
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ew  research  confirms 
what  many  business  own- 
ers suspected:  Entrepre- 
neurs breed  entrepreneurs. 
Syracuse  University  econo- 
mists Thomas  A.  Dunn  and 
Douglas  Holtz-Eakin  find 
self-employed  parents  about 
three  times  more  likely  to 
produce  self-employed  chil- 
dren. Inheriting  a  business 
helps.  Also,  self-employed 


SMALL  BUSINESSES  WILL  SPEND  2.4%  MORE  NEXT  YEAR  AND  39%  OF 
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"They 
have  basic 
ation  skills,  they 
on  the  telephone, 
talk  to  people." 

iy  that  younger 
are  less  competent 
kers  of  previous 
nerations 


LAZY  NO-GOOD 
LITTLE... 

The  "slacker  myth"  is 
following  Generation 
X  to  work.  Many 
small-business  own- 
ers polled  by  Key- 
Corp say  younger 
workers  are  lazier  and 
less  apt  than  their  fore- 
bears. Of  400  polled,  older 
owners  held  the  worst  im- 
ages. That's  bad  news  as 
42%  of  the  respondents' 
workers  are  under  30 
and  the  workforce  in- 
cludes 42  million  peo- 
ple bom  from  1964  to 
1977.  "A  very  small  per- 
centage fit  into  that  stereotype,"  bristles  Bruce 
Tulgan,  the  young  author  of  Ma  naging  Genera- 
tion X.  "It's  what  I  call  the  slacker  myth." 


SEEING  THE  SITES 


Folks  at  at&t,  American  Express,  and  Microsoft  are 
romancing  wired  small  businesses.  All  have  new  World  - 
Wide  Web  sites  that  promote  themselves,  but  still  provide 
worthwhile  information. 


AT&T  (www.bnet.att.com) 
AIX.1  Business  Network 


Small  Business  ExL-haiitgn 


has  enlisted  veteran  journal- 
„  ists  and  scholars  to  produce 
thoughtful  reviews  and  links 
to  more  than  1,000  business-related  sites  from  marketing 
to  government.  It  also  offers  news,  analyses  of  various 
markets,  business  leads,  and  chat  areas. 

At  AMERICAN  EXPRESS  (www.   „-..„„.  ^ 

americanexpress.com/ 
smallbusiness),  scan  the  clas- 
sifieds or  place  one  free.  Ask  a 
question,  and  Alice  Bredin,  an 
author,  will  answer  within  two 
days.  Check  out  Tip  of  the 

Month.  This  time,  it's  "Clean  your  office:  Make  money." 

Last,  and  least,  MICROSOFT  CORP.  (www. microsoft, 
com/smallbiz)  hypes  the  virtues  of  the  virtual  office 
(and  just  so  happens  to  have  the  software  you  need).  A 
nebulous  home  page  leads  to  long- 
winded  case  studies  and  unpolished 
columns.  Still,  it's  interesting  to  see 
how  the  Web  navigator  tackles  its  own  site. 


"»••*!  I  Hit 
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MY  FOLKS  HAD  A  BUSINESS 

je  of  men  self-employed*  at  least  once  whose.... 

as  self-employed  at  least  once  32% 

as  never  self-employed  12% 

as  self-employed  at  least  once  19% 

as  never  self  employed  13% 

Between  the  ages  of  14  and  39.  after  completing  school 

Ml  LONGITUDINAL  SURVEY,  DUNN  AND  HOLTZ-EAKIN.  SYRACUSE  UNIVERSITY 

d  toward  affluence,  so  junior's  startup  might 
.  Leave  out  those  factors,  and  business  own- 
lg  still  are  twice  as  likely  to  employ  them- 
key  factor?  Role  modeling,  right  down  to 
rs  do  as  Dad  did,  girls  tend  to  follow  Mom. 


MEET  YOUR  MEAL 
TICKET  ON  TV 

Ihe  clock  is  ticking,  the 
spotlight  is  burning,  the 
camera  is  rolling,  and 
the  right  venture  capitalist 
may  be  watching.  Will  the 
telegenic  entrepreneur  be 
able  to  impressively  answer 
questions  about  product 
innovation,  business  vision,  market 
ing  strategy,  and  value — and  get  a  favorable 
rating  by  the  host?  Find  out  in 
January,  when  Money  Hunt  goes 
national  on  public  television. 
The  entrepreneurial  "dating 
game"  show  will 
match  entrepre- 
neurs with  venture 
capitalists,  giving 
two  startups  the 
spotlight  each 
week  and  view- 
ers at  home  a 

glimpse  of  what  a  finance  meeting 
looks  like.  The  show  had  a  tryout  sea- 
son in  Connecticut  this  year,  inspired 
by  MoneyHunt  Properties'  popular  World 
Wide  Web  site  (www.moneyhunter.com),  with  its 
venture-community  contacts,  online  advice,  and  a  40- 
page,  downloadable  business-plan  template. 


Ranees  of  m 
«ys  a  new  study  by  the 
wall  Business.  The 


NEW  HIRING,  SAYS  A  CICCO  &  ASSOCIATES  SURVEY  OF  500  OWNERS 
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DON'T  GET  TRAPPED 

IN  THE  WORLD  WIDE  COBWEB 

Too  often,  opening  a  site  leads  only  to  vast  disappointment-not  vast  sales 


Deborah  Levin,  an  agent  for  syndi- 
cated cartoonists,  scrawls  her  dis- 
appointment with  the  World  Wide 
Web  on  the  back  of  an  unsold 
postcard  drawn  by  her  biggest  client, 
John  Callahan.  "How  do  you  make  $1 
million  on  the  Internet?"  Levin  quipped. 
"Invest  $10  million."  The  card,  along 
with  the  cartoonist's  mugs,  T-shirts,  and 
books,  was  supposed  to  be  snapped  up 
by  fans  cruising  to  the  lively  interac- 
tive Web  site  the  duo  spent  $10,000  de- 
veloping. Advertisers  would  pay  thou- 
sands for  exposure.  Editors  would 
discover  Callahan.  "The  designers  of  the 
site  told  me  I  had  a  gold  mine,"  Levin 
says.  "I  didn't  know  what  they  meant, 
but  I  liked  that  word." 

Callahan  online,  as  it  turned  out,  was 
nothing  but  a  money  pit.  In  eight 
months,  it  sold  $200  worth  of  merchan- 
dise. The  rest  clutters  Levin's  Santa 
Monica  (Calif.)  office.  Advertisers  and 
editors  were  nowhere  in  sight.  Worse, 
Levin  spent  several  hours  a  clay  an- 
swering E-mail,  neglecting  her  $250,000 
THE  business.  "They'd  say, 

N  j  £  p  ^  £  T     seml   me   a  Callahan 

  original.  I'd  say,  send 

me  $500,  and  I'd  never  hear  from  them 
again."  She  finally  ignored  fans  and  re- 
fused to  pay  designers  to  update  the 
site,  before  finally  killing  it  last  spring. 
"I  demanded  to  know  who  was  making 
money,"  she  says.  "All  they  kept  telling 
me  was  Dilbert." 

That's  because  the  mad  rush  to  the 
Web  is  producing  far  more  Callahans 
than  Dilberts,  the  cartoon  character 
who  grew  from  funny  pages  to  multi- 
billion-dollar  empire.  Lured  by  hype 
about  cheap,  swift  exposure  to  30  mil- 
lion people  around  the  world,  24  hours 
a  day,  as  many  as  400,000  businesses 
have  opened  digital  doors.  One  in  five 
small  firms  has  a  virtual  presence,  ac- 
cording to  Net  researcher  O'Reilly  & 
Associates,  and  more  than  1,000  new  do- 
mains crop  up  each  month.  But  every- 
body— from  the  dry  cleaner  with  the 
low-budget  site  featuring  grainy  shots 
of  pressed  shirts  to  the  nation's  most 
powerful  realtors'  group  that  gambled 


$12  million — is  reaping  the  same  bounty: 
vast  disappointment. 

"They  gave  a  great  party,  and  no- 
body showed  up,"  says  Don  Ulsch,  man- 
aging director  of  the  National  Security 
Institute,  an  Internet  think  tank.  "Right 
now,  we're  going  through  a  dip  in  the 
belief  of  the  effectiveness  of  the 
World  Wide  Web." 

In  a  recent  KeyCorp  poll, 
90%  of  small-business  re- 
spondents said  the  Net 
has  had  little  or  no 
impact    on  their 


businesses.  Over  two  years,  Ulsch 
terviewed  600  executives,  a  thirc 
whom  owned  small  businesses.  "IVk 
have  not  gotten  back  what  they  invit- 
ed," he  says. 

He  and  other  analysts  estimate  fat 
businesses   have  pouB. 
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of  millions  of  dollars  into  setting  up 
i,  maintaining  them,  and  renting 
e  on  a  server  that  connects  to  the 
met.  Forrester  Research  Inc.  says 

on  average,  companies  spend  $1 
mi  on  an  Internet  site,  though  many 
,-ups  have  shelled  out  only  hun- 
s — by  investing  in  Web  page-mak- 
oftware  or  teaching  themselves  the 
rtext  markup  language  (html)  that 
rs  users  to  point  and  click  through 

Most,  though,  are  not  getting  off 
f.  Last  year,  businesses  spent  four 
5  what  they  expected  to  on  Web 
,  according  to  International  Data 
.  (idc),  and  took  twice  as  long  as 
led  to  get  them  up  and  running. 
Y  DAYS.  Analysts  are  quick  to  point 
hat  the  Web  is  in  its  infancy  and  is 
dy  yielding  profits  for  a  handful  of 
anies.  Even  with  most  of  the  wired 
lation  just  browsing,  online  sales 
reached  $5.5  billion — a  fivefold  in- 


crease in  just  a  year, 
Ted  Julian,  Internet  re- 
search manager  at  idc 
says.  Mainly,  that's 
computer-related  goods 
and  other  products  that 
don't  have  to  be 
touched  or  tried  on. 
Amazon.com  Inc.  has 
gained  fame  successful- 
ly selling  books,  and  PC 
Flowers  rang  up  $15 
million  in  sales  in  its 
first  year.  As  more  peo- 
ple become  wired  and 
consumers  become 
more  comfortable  about 
typing  their  credit-card 
numbers  online,  sales 
are  expected  to  soar 
past  $117  billion  at  the 
end  of  the  decade,  idc  predicts.  And 
advertisers  have  spent  $10  million  for 
banners  on  other  people's  Web  sites. 

But  profits  are  far  below  investments, 
leaving  the  17  million  pages  of  graphics, 
text,  and  animation  that  make  up  the 
Web  largely  telling  a  story  of  shat- 
tered dreams.  "The  majority  of  us 
don't  feel  it's  where  we  want  it  to 
be,"  says  Dinene  Clark,  president 
of  Cookie  Bouquets  in  Columbus, 
Ohio.  She  hoped  her  modest  in- 
vestment in  the  Web  would  boost 
her  $1  million  mail-order  business. 
But  she  is  barely  covering  the 
$150  monthly  cost  of  renting  space 
on  the  server  that  ties  her  site  to 
the  Net. 

Even  major  corporations  that 
have  sunk  millions  into  single 


CYBERB00M 

While  Big  Business  expansion 

on  the  Web  flattens  out, 
smaller  firms  are  expected 
to  continue  an  electronic 
construction  spree 


2000 


DATA:  FORRESTER  RESEARCH  INC 


GHOST  TOWNS: 

Disillusion  is 
running  so  deep 
that  many  are 
pulling  the  plug 
on  their  sites  or 
letting  them 
become  badly 
outdated, 
giving  rise 
to  cyberblight 


sites  are  struggling  to 
make  sense  of  their  in- 
vestments. About 
three-quarters  have 
sites,  idc  says,  but  a 
quarter  are  expected  to 
be  killed  or  completely 
revamped  this  year. 
The  biggest  admission 
of  defeat  came  in  Sep- 
tember, when  the  Na- 
tional Association  of 
Realtors  killed  its  am- 
bitious online  program 
after  losing  $12  million 
in  less  than  a  year. 

The  disenchantment 
is  running  so  deep  that 
many  are  pulling  the 
plug  on  their  sites  or 
letting  them  become 
badly  outdated  and  neglected,  giving 
rise  to  cyberblight.  "Thousands  of  sites 
are  collecting  dust,"  says  Julian.  "There 
are  whole  ghost  towns  cropping  up." 
ANYBODY  HOME?  People  the  world  over 
can  click  on  calendars  for  events  long 
passed.  There  are  sites  full  of  links  to 
pages  that  no  longer  exist,  and  others 
that  are  virtually  unreachable.  Reams  of 
E-mail  and  questionnaires  go  unan- 
swered. There  are  expired  coupons:  20% 
off  a  meal  at  Arigato  Japanese  Restau- 
rant &  Sushi  Bar  in  San  Francisco,  ex- 
cluding Fridays  and  Saturdays,  good 
until  Aug.  31,  1996.  "Oh,  it's  still  there?" 
asks  proprietor  Isao  Nakamura.  "For 
three  months,  I've  had  no  response." 

At  least  he's  still  around  to  talk  about 
it.  Visitors  to  International  Tank  Service 
Inc.'s  cybersite  find  a  photo  of  Presi- 
dent and  Treasurer 
Everett  S.  Kirk  Sr.  smil- 
ing away.  However,  a 
caller  to  the  company's 
headquarters  in  Lima, 
Ohio,  was  told  that  Kirk 
died  last  year.  "World 
Wide  What?"  asks  puz- 
zled Controller  Dennis 
Conrad.  "We  don't  even 
use  the  Internet." 

So  fast  and  furious  is 
the  rush  to  the  Web  that 
many  business  owners 
aren't  stopping  to  think 
about  who's  going  to  see 
their  site.  A  recent  Geor- 
gia Institute  of  Technolo- 
gy survey  of  11,700  Web 
users  shows  that  the  av- 
erage user  is  33  years  old 
with  at  least  a  high 
school  degree.  Women 
have  vastly  increased 
their  presence — it's  now 
31.5%.  Most  users  aren't 
the  heavy-hitting  in- 
vestors Prospector  Pe- 
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troleum  of  Huuston  was  seeking  when  it 
dumped  $10,000  into  a  Web  site  pushing 
its  oil  wells.  "Every  shoe  clerk,  student, 
and  computer  geek  was  calling  and  E- 
mailing,"  grumbles  David  Mangum,  a 
consultant.  "We  had  to  kill  the  site." 

Web  madness  gripped  the  Burling- 
ton (Mass.)  office  of  Organizational  Dy- 
namics Inc.  late  last  year.  "Suddenly 
there  was  this  blind  push  for  a  Web 
site,"  Dudley  Samoiloff, 
business  development  man- 
ager, recalls  with  horror.  "I 
kept  saying:  'What  do  you 
need  it  for?'  And  they  kept 
saying:  'We  just  have  to  be 
there.' "  Higher-ups  pre- 
vailed, and  a  designer  was 
paid  $5,000  to  create  a  site 
where  customers  could  ob- 
tain information  about  the 
employee-training  compa- 
ny's latest  offerings,  sales, 
and  job  openings.  Still,  the 
site  has  nothing  but  an 
"Under  Construction"  sign, 
which  Samoiloff  says  will 
probably  be  there  until  well 
into  1997,  when  the  $30,000 
needed  to  complete  it  is 
available. 

HIGH  MAINTENANCE.  Busi- 
nesses are  also  underesti- 
mating the  time  and  money 
it  takes  to  keep  a  site  fresh 
enough  to  keep  people  com- 
ing back.  "It  got  to  the 
point  where  I  was  spend- 
ing 5  to  10  hours  a  week 
updating  the  site — more 
than  I  ever  expected,"  says 
Robert  Provost,  chief  exec- 
utive of  Foresight  Engi- 
neering Group  Inc.  in 
Chardon,  Ohio.  He  finally 
ignored  it.  "It's  important, 
but  there  are  more  impor- 
tant things  to  do." 

Many  don't  understand 
the  first  thing  about  how 
to  attract  Netizens.  "Every- 
body thinks  they  can  open 
a  Web  site  and  go  lie  on  a 
beach  while  accountants  put  checks  in 
the  bank,"  says  John  Audette,  presi- 
dent of  Multimedia  Marketing  Group 
Inc.  in  Portland,  Ore.,  which  is  among  a 
wave  of  new  companies  in  the  business 
of  channeling  traffic  to  deserted  Web 
sites.  "It's  like  building  this  elaborate 
billboard  and  putting  it  in  your  base- 
ment." It  takes  advertising — in  the  real 
world,  on  literature,  products,  televi- 
sion, newspapers.  It  takes  up  to  two 
months  to  get  sites  listed  on  search  en- 
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gines,  the  online  equivalent  of  the  yel- 
low pages. 

Even  then,  many  small  businesses 
get  lost  as  more  savvy  competitors  learn 
how  to  manipulate  the  system  to  get 
their  sites  read  first.  Candyce  Jewellery, 
for  example,  falls  way  at  the  bottom 
when  users  ask  for  sites  containing 
"gifts."  The  result:  Only  84  people  have 
visited  in  a  year.  None  bought  the  $15 
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How  To  Win  on  the  Web 

CHOOSE  AN  ARCHITECT 

•  Most  access  providers  design  for  $50  to  $100  per  hour. 
Some  freelancers  or  college  students  are  less  expensive  and 
equally  competent.  Go  to  sites  they  designed. 

•  To  do  it  yourself,  buy  a  book  on  hypertext  markup  language 
or  bypass  HTML  with  new  software.  Microsoft  Front  Page, 
Adobe  Pagemill,  and  Ventana  Hot  Metal  cost  less  than  $200. 


GET  A  HOST 

•  A  server  connecting  to  the  Net  costs  thousands  of  dollars, 
so  most  small  firms  rent.  This  averages  $100  a  month,  but 
can  exceed  $1,000,  depending  on  the  number  of  pages  and 
hits.  Visit  a  site  on  the  server  to  see  how  fast  it  comes  up. 

PICK  A  NAME 

•  Choose  a  name  that's  short  and  easy  to  type. 

•  InterNIC  Registry  Service  (703  742-4777),  will  "sell" 
you  one  for  two  years  for  $100.  Registration  takes  a  week 
or  two. 


Web  address  is  displayed  on  bottls  ai 
in  his  tasting  room.  He's  listed  on  par,' 
engines  and  has  rigged  it  so  tilt  ti 
site  pops  up  at  the  top  of  wine  aW 
lists.  The  result  is  overwhelmit:  1 
gets  orders  from  as  far  away  asjap 
(which  are  too  costly  to  fill)  ai  fli 
sold  tens  of  thousands  of  dollars™ 
online.  The  Net  is  still  not  a  sigifts^ 
share  of  his  $500,000  annual  revjH 
but  Murphy  says  j 
help  boost  profits  byjlii 
nating  the  cost  of  pki 
and  mailing  newslettfs 
FINE  TUNING.  At  theiL 
end  of  the  spectrum,  le 
ly  Canadian  BeveragcQo 
invested  $100,000  in,  I 
that  was  a  pivotal  p 
its  marketing  efforts 
May  launch  of  Orttz, 
kids'  soft  drink  with  era 
mucus-like  globs  floahri 
it.  www.orbitz.com  jni 
with  an  illustrationpja 
pricey  syndicated  caoq 
ist.  It  carries  a  storvibl 


DESIGN  YOUR  ENTRYWAY 

•  Your  home  page  should  include  a  few  buttons  linking  to 
pages  with  more  information  about  executives,  your  address 
and  phone  number,  jobs  available,  merchandise  for  sale. 

•  Go  easy  on  graphics.  Many  computers  can't  download  them; 
others  move  slowly.  Build  in  an  option  to  see  the  text  only. 

KEEP  IT  LIVELY 

•  Update  the  content  and  change  it  frequently.  Offer  prizes, 
trivia.  Be  prepared  to  fill  orders  and  answer  E-mail. 

REACH  OUT 

•  Register  early  with  search  engines,  such  as  Yahoo!  or 
Lycos.  It  could  take  two  months.  Some  sites  build  in  multi- 
ple mentions  of  keywords,  so  they  crop  up  first. 

MEASURE  SUCCESS 

•  Record  hits  by  time,  origination,  and  pages  viewed.  Ask 
visitors  to  sign  a  guest  book. 


"animal  tail"  metal  brooches  Candy 
Glaze  makes  out  of  junkyard  scraps. 
"It's  embarrassing,"  she  says. 

The  major  myth  about  the  Web  is 
that  the  more  you  spend  the  more  you 
earn.  Many  entrepreneurs  who  have 
been  successful,  in  fact,  have  spent  very 
little.  Bill  Murphy,  who  owns  Napa  Val- 
ley vineyard  Clos  LaChance,  bartered 
wine  for  the  design  and  maintenance  of 
a  modest  site  that  displays  his  prod- 
ucts and  accepts  online  purchases.  His 


a  fictitious  land  and 
E-mail.  The  site  pr 
no  information  aboi 
product — not  even  th 
pany's  address  or 
number.  In  fact,  an  I 
request  for  that  infor 
was  answered  a  we<  J 
er — with  a  toll-free  n-n 
accessible  only  in  Cp 
"We  just  can't  keep  u 
the  response,"  says£< 
Lendroy,  an  assistant 
president  for  eommrii 
tions  who  champiom 
site.  Among  other  t^n 
the  company  is  devefp 
a  fi-equently-asked-qu'ti 
page  to  diminish  In 
generated  by  200  t  | 
visitors  a  day. 

It's  the  kind  of  fir 
ing  that's  marking  th  n 
phase  of  the  Web  r/< 
tion.  Where  disastt 
despair  now  reign,  r<ir* 
ing  and  smarter  entrances  have 
"All  these  people  with  neglectei 
will  go  back  to  them,"  Ulsch  say. " 
an  irreconcilable  issue.  It's  not  f0s,„ 
away."  Even  Callahan  the  cartons 
being  reborn  on  the  Web.  Althoiih 
swore  he  would  never  get  wired  g; 
a  charitable  fan  who  just  happfs: 
build  Web  pages  has  persuaded  rr 
try  just  one  more  time . 

By  I.  Jeanne  Dugan  in  Nev^. 
and  cyberspace 

 -h> 
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Fdr  The  Self-Employed 


Investing  for  retirement 
with  a  Keogh  could  give 
you  big  tax  savings. 


But  hurry,  you  only  have 
until  December  31. 


You  could  still  be  in  for  some  big  savings  this  tax  season.  Because, 


as  a  small  business  owner  or  self-employed  professional,  you  can 
make  tax-deductible  contributions  of  up  to  25%  of  compensation 
this  year — as  much  as  $30,000  per  participant — with  the  Fidelity 
Retirement  Plan  (Keogh).' 


And  any  retirement  earnings  grow  tax-deferred  until  withdrawn 


So  your  money  could  compound  faster,  and  your  savings  could  grow 
faster  than  in  a  comparable  taxable  investment. 


We've  waived  the  sales  charges  on  more  than  20  stock  funds  for 


retirement  investors  when  you  invest  through  certain  Fidelity 
retirement  plans,"  such  as  the  Fidelity  Keogh. 

Getting  started  is  easy.  Just  call  for  a  free  Keogh  Fact  Kit.  Then  com- 
plete the  application .  You  can  open  your  Fidelity  Keogh  with  as  little 
as  $500.  Call  for  details. 


Don't  miss  the  December  31  Keogh  set  up  deadline  for  a  calendar 


year  plan  and  big  tax  savings  for  1996.  You  have  until  April  15, 
1997,  or  your  tax  filing  deadline,  to  make  contributions  for  1996. 
Call  today  to  speak  with  a  Fidelity  Retirement  Specialist.  Or  visit  us 
at  one  of  our  conveniently  located  investor  centers. 


Fidelity 
investments® 

»D  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

i  more  complete  information  on  any  mutual  fund  available  through  Fidelity,  including  charges  and  expenses,  call  for  a  prospectus, 
ad  the  prospectus  carefully  before  you  invest  or  send  money. 

le  maximum  compensation  on  which  contributions  can  be  based  is  currently  $150,000.  For  self-employed  individuals,  compensation  means  earned  income.  This 
!  er  applies  to  certain  Fidelity  retirement  plans  marketed  and  distributed  direcdy  by  Fidelity.  Fidelity  Magellan®  Fund,  Fidelity  New  Millennium™  Fund,  and  Fidelity  Select 
I  rtfolios®  are  excluded.  Call  for  details.    Fidelitv  Distributors  Corporation,  82  Devonshire  St.,  Boston,  MA  02109 

'18785.001 


1-800-544-5373 


www.fidelity.com 
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Companies 


SUCCESS  COULD  BE 
IN  THE  BAG 

Can  a  custom  maker  of  bike  knapsacks  best  the  mass  producers  in  efficiency? 


three-] 

able 
no  m 


He.  I 


■  n  1989,  bicycle  messenger  Rob  Hon- 
I  eycutt  was  slogging  up  the  hills  of 
I  San  Francisco  on  a  one-speed  Uni- 

■  vega  beater  when  a  realization  hit 
him:  "There  is  no  long-term  career  in 


had  made  pannier  bags  for  a  cross-coun- 
try bike  trip,  understood  the  messenger 
market,  and  knew  there  was  little  com- 
petition. He  also  knew  that  other  people 
were  attracted  to  the  roomy,  comfort- 


being  a  messenger,"  he 
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able  bags  but  couldn't  buy 


recalls  thinking.  "I  want-    them  anywhere.  "There 


ed  to  stall  a  business."  So  with  $89  he 
bought  a  Singer  sewing  machine,  circa 
1940,  and  started  making  bicycle  mes- 
senger bags,  the  large,  over-the-shoulder 
sacks  that  haul  the  bulky  loads  that  are 
a  messenger's  stock-in-trade.  An  invet- 
erate tinkerer  from  a  family  of  archi- 
tects, Honeycutt 


was  a  guy  making  messenger  bags  in 
New  York,  and  they  were  pretty  crude, 
and  a  guy  in  San  Francisco,  and  if  you 
weren't  a  real  bike  messenger,  he 
wouldn't  sell  you  a  bag,"  he  says. 

Seven  years  later,  Honeycutt's  com- 
pany, Timbuk2  Designs,  projects  sales  of 
about  $1.4  million.  Honeycutt  and  his 
partner,    Brennan    Mulligan,  say 
the  company  is 


more  than  a  bagmaker;  it's  an  an 
experiment  in  manufacturing.  "0 
mate  goal  is  to  make  custom  j  $ 
more  efficiently  than  mass  manufs 
and  to  become  competitive  with  c 


manufacturing,"  says  President  M  i  is  det 


I  its  i 


And  if  that  isn't  challenge 
Honeycutt,  36,  and  Mulligan,  26 
to  achieve  efficiency  and  profit  r 
while  paying  their  workers,  "the 
ladies,"  among  the  highest  wag  \\ 
best  benefits  in  the  apparel  int^i  : 
So  far,  the  company  has  realized 
al  of  its  goals.  Many  bike  sho,r 
Timbuk2s  are  the  best  and  most) 
lar  bags.  "What  makes  these  goc  yn 
is  the  construction,  which  is  ;  i 
tougher  than  the  other  bag  m 
they're},... 


i.ii  > 

rapp 


ir. : 


Tl 


BIG  WHEELS: 

Roels,  Mulligan,  and  Honci/ciiti 
(on  bike)  with  a  new  hire 
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says  Donovan  Douglas,  store 
5r  of  City  Bikes  in  Washington. 
mbuk2  offers  something  no  rival 
i  three-panel  construction  that 
lsumers  choose  from  13  colors — 
)ossible  combinations.  Yet  the 
ist  no  more  than  mass-produced 
imbuk2's  biggest-selling  Dee  Dog 
$59.95.  The  comparable  domes- 

mass-pro- 
Cannondale 
•  is  $59.99. 
\H  BAND, 
hiie,  Tim- 
jays  $8  to 
l  hour  with 
dical  benc- 
her appar- 
ers  in  the 
v  about  $6 
ur.)  The 

y  is  debt-free  and  has 
all  its  financing  through 
,  family,  and  cash  flow. 
,imbuk2  cannot  yet  be 
n  unqualified  success.  The 
tls  lived  in  the  Richmond 
warehouse  until  late  1994, 
a  scant  $6,000  in  annual 
w,  they  say  Timbuk2  has 
the  corner:  Salaries  are 
25,000. 

rst,  Honeycutt  straggled 
'e-man  operation,  some- 
iewing  more  than  100 
week  but  still  unable  to 
ie  rent.  He  needed  a  business- 
partner.  In  1992,  he  posted  a 
;  a  Berkeley  (Calif.)  business 
hat  attracted  Brennan  Mulligan, 
e  down  the  other  fryers  to  assure 
;  the  job.  Despite  an  undergrad 
in  business,  Mulligan  was  nearly 
>erienced  as  Honeycutt. 
rprisingly,  new  management  did 
e  Timbuk2's  problems.  The  orig- 
ategy  was  simple:  Make  more 


with  cars:  mass  customization,  or  mak- 
ing autos  to  order.  It  seemed  workable 
because  bags  are  simpler  than  cars.  Not 
so.  Although  the  company  was  able  to 
rehire  some  staff,  it  remained  barely 
profitable. 

The  partners  fumbled  along  until  Au- 
gust, 1994,  when  Honeycutt  began  ex- 
perimenting with  the  Toyota  Sewing 
System.  He  was  introduced  to  the  car- 
maker's method  of  up- 
holstering seats  when 
he  saw  a  demonstration 


^irTf?*:.'  ^^^^  J 

Timbuk2's 
Case  for 
Customization 

UNDER 
MASS  PRODUCTION 

AFTER 
SWITCHING  TO 

PROCESSES 

MADE  TO  ORDER 

Average  bags 
made  per  shift 

23 

125 

Employees 
per  shift 

6 

5 

Average  annual 
employee  salary 

$17,500 

$25,000 

Average  annual 
partner  salary 

$6,000 

$25,000 

Color 

combinations 

8 

2,197 

at  a  trade  show.  The  scheme  calls  for 
each  operator  to  move  down  a  row  of 
task-specific  sewing  machines  instead  of 
performing  a  single  task  and  passing 
parts  to  the  next  operator.  The  method 
cuts  labor  costs  because  no  "floor  assis- 
tants" are  needed  to  carry  partially 
completed  goods  from  table  to  table. 

Inventory  costs  are  low,  too.  The 
company  buys  just  a  week's  worth  of 
materials  and  ships  bags  daily.  Suppliers 


:  WILD  ONES:  Bike  messengers 
"hip,  young,  wacky  nuts  on  bikes, 
i  you  can  use  that  to  market  to 
mainstream  consumer,"  says 
ibuk2  founder  Honeycutt 


lake  more  money.  Within  six 
of  Mulligan's  hiring  in  1993,  the 
f  had  grown  to  five  employees, 
i  more  bags  came  greater  losses; 
and  overhead  were  killing  them, 
utt  was  forced  to  fire  all  but 
i  and  one  seamstress. 
ik2  wanted  to  do  what  Toyota 
Jorp.  tried  to  do  unsuccessfully 


agree  to  the  small  shipments  because 
Timbuk2  buys  each  component  from 
only  one  source.  One-by-one  production 
reduces  waste,  too,  because  mistakes 
can  be  caught  along  the  way. 

The  company  continues  to  refine  the 
system,  relying  heavily  on  employee 
ideas.  In  1993,  it  took  144  minutes  to 
make  a  bag.  Using  automated  sewing 


machines  and  employees'  suggestions, 
that's  down  to  16  minutes.  Mulligan  be- 
lieves the  time  can  be  shaved  to  12  min- 
utes, but  the  people  doing  the  sewing 
will  determine  the  speed.  "If  there  is  a 
problem,  they  will  let  us  change  things," 
says  sewer  Christine  Liu.  Mulligan  says 
labor  costs  are  about  16%  of  total  costs, 
and  he  believes  that  can  be  whittled  to 
12%.  That  target  could  be  hit  now  with 
cuts  in  pay  and  benefits,  but,  says  Mulli- 
gan, "it's  not  necessary  to  pay  dirt  wages 
to  achieve  [our  goal]."  The  company  will 
look  to  automate  more  sewing 
instead. 

TRADE-INS.  The  company's  sales 
growth,  up  to  about  40,000  bags 
this  year,  from  19,000  last  year, 
has  been  won  without  much  con- 
ventional marketing.  Timbuk2 
counts  on  the  messengers'  ca- 
chet. "They  are  hip,  young, 
wacky  nuts  on  bikes,  and  you 
can  use  that  to  market  to  the 
mainstream  consumer,"  says 
Honeycutt.  The  company  re- 
cently sponsored  the  Bicycle 
Messenger  World  Champi- 
onships, which  brought  600  rac- 
ers from  25  countries,  and  even 
supplies  bags  as  prizes  for  "alley 
cats" — races  in  which  messen- 
gers speed  through  simulated 
deliveries  for  prizes. 

The  messengers  aren't  just 
billboards  for  Timbuk2;  they  are 
product  testers  as  well.  When  a  mes- 
senger company  owner  complained  the 
bags  weren't  waterproof,  within  days 
Timbuk2  began  lining  them  with  vinyl 
truck  tarp.  Tattered  bags  are  gladly 
traded  for  new  ones — it  gives  the  com- 
pany a  chance  to  study  how  bags  fail. 

The  bags'  popularity  is  spreading  be- 
yond messengers.  GQ  and  Details  maga- 
zines have  been  supplied  bags  for  up- 
coming fashion  features,  and  funky 
clothing  stores,  such  as  the  Ur- 
ban Outfitters  chain,  now  carry 
Timbuk2. 

The  next  step,  says  recently 
hired    sales    manager  Chris 
Roels,  is  to  get  a  marketing 
budget  and  improve  service. 
Roels,  whose  service  ethic  was 
developed  as  a  Nordstrom  men's 
shoe    department  manager, 
phones   the   top   100  clients 
monthly.  "If  we  spoil  these  peo- 
ple rotten,  we  are  going  to  get 
the  business,"  said  Roels.  Timbuk2  may 
branch  out  into  other  products.  It  has  a 
prototype  backpack  and  is  considering 
making  youth  market  clothes.  If  the 
experiment  fails,  Honeycutt  consoles 
himself  that  he  is  prepared  for  a  less 
stressful  backup  career:  "Riding  a  bike 
was  so  much  easier." 

By  Roy  Furchgott  in  Baltimore 
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Bach  Deg.  in  Computer  Sri  Motivated 
self-starter  w/excellent  cust  svc  &  inter- 
personal skills  Flexible  schedule 

COMPUTER  TECHNICIAN 
Hardware  skills  Hrdworkg,  exp'd  PC 
Tech  Troubleshooter&  repair  PC  Printer 
problems,  set-up  &  maintain  Excellent 
communication  &  interpersonal  skills 

Computer  Artist/ 
Web  Dsgnr 

One  yr  working  exp  on  web  design. 
Graphic  artist  w/exp  in  HTML/  Web  de- 
sign &  animation 

CONSTRUCTION 

INSPECTOR 

AO  &  NICET  certified  inspector  Avail- 
able for  inspecting  &  testing  of  concrete, 
soil,  rebar  &  masonry  incl  making  sam- 
ples &  use  of  density  gauge  Will  work  in 
NYC  &  LI  areas 

CONTROLLER 
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TION 


ANALYSIS 


Knowledge  of  integrating  &  cross-refei- 
encing  Knowledge  of  commercially  avail 
databases  Strong  writing  skills. 

DATABASE  RESEARCH 
ANALYST/INVESTIGATOR 

College  degree,  3  yrs  exp  in  research 
Computer  skills  include  database  entry  & 
retrieval  with  use  of  Windows  applications 

DESKTOP 

A  night  owl,  Desktop  artist  w/exp  in  most 
qrapnic  desiqn  programs  Call  John  @ 
 555  0090  

DRIVER 

Exp  limo  drivers  w/thorough  knowl  of  all 
5boros.  Call  Bob  @  555-9679 


EDITOR 


Knowledge  of  global  markets,  govern- 
ment taxes,  transportation  Excel'!  writing 
skills  Have  visualized  &  produced  top 
qualtiy  business  publications  for  executive 
audiences 

Editorial 

FEATURE  WRITER 

Feature  writer  with  excellent  writing  skills, 
clips  &  knowledge  of  travel 

EDITORIAL 

Outstanding  Enq  93'  grad  Exp  incl'd 
editing  scripts/videos  prior  to  Air  Good 
writing  skills 

ELECTRONICS 

Quality  engineer  w/  BA  in  Eng,  3  yrs  ex 
penence  m  manufacturing  &  tests  of  elec- 
tronics assembly/|ob  shop  environment 
Incldg  PC  boards,  sheefmetal  &  trans- 
formers Knowledge  of  ESD,  TQM,  JIT 
SPC  and  process  control  Knowledge  of 
ISO  9000  PC  literote  

ENGINEER 

Electrical  and  HVAC  lOyrs  experience  in 
NYC  alteration  Knowledge  of  CAD  Con- 
tact Steve  at  555-4467 

ENGINEER,  ELECTRICAL 

BSEE,  project  management,  CADD,  fire 
alarm  and  communications  exp. 

ENGINEER 

PROJ  STRUCTURAL 

Masters  deqree,  maior  in  structural  enqi- 


Motivated,  self-starter  Detail  oriented, 
strong  interest  in  beauty  and  fashion  ana 
willing  to  learn  and  keep  up  with  the  cur- 
rent trends  Strong  writing/organization- 
al skills  &  magazine/ industry  experience 
Contact  Ms  Jones  at  555-8090. 

EDITORIAL 

SENIOR  WRITER 

Experienced  business  writer  to  cover 
restaurant  industry  Strong  writer  with  in- 
vestigative skills  and  story  ideas.  Comput- 
ed experience  with 

Contact  Tia  at  555-^6 

ENVIRONMENTAL 
SPECIALIST 

Full-time  participant  for  the  AmerCorps 
program  Will  help  design  and  build  new 
parks,  lead  environmental  education 
Contact  Jeremy 

 555-1829  

ESTIMATOR 

Mid-level  estimator  with  5  yrs  exp  in  heavy 
building  and  highway  conduction  in  NYC 
&  surrounding  Boroughs  Good  communi- 
cation skills  and  strength  in  purchasing 

FACILITIES  MANAGER 

Dynamic  take-chorge  person  to  manage 
the  facilities  of  a  financial  services  organi- 
zation Past  responsibilities  have  incl'd 
mail  rm,  receptionist,  vendor  relationships 
and  facilities  planning  Call  Mr.  Phillips 

FINANCE  DIRECTOR 

Skilled  in  budget  preparation  &  analysis 
Good  communication  skills,  team  player 
BS  Accounting,  5  yrs  exp  Call  John  at 
^55-8090  

FINANCIAL  REPORTING 

PA  with  5  yrs  "Big  6"  experience  to  direct 
SEC  and  internal  reporting  Call  Mr  Smith 

FINANCE 

JR  ANALYST 

2  yrs  budget,  balance  sheet  analysis,  fin- 
cl  reporting  (consolidations)  capital  pro- 
ject tracking  Contact  Larry  at  555-4321 

FINANCIAL  DIRECTOR 

Skilled  m  budget  preparation  &  analysis 
Good  communication  skills,  team  player 
BSA  Accounting,  5  yrs  exp 

HAIR  SALON  ASSISTANT 

Polite  polished  &  prof'l  cutting  &  cold 
asst  Seeks  employment  at  high  profile^ 
Ion  w/training  program  and  advom 
ment  potential 

Contact  Debra  at  555  2000 
HEALTHCARE 

Exp'd  Dental  Mgmt  Prof'l 

Self-motivated,  energetic  and  innovative 
w/exp  m  dental  office  mgmt,  managed 
care  admin  &  provider  contracting 
Strong  orcj'l,  communicative  &  superviso- 
ry skills  bccel  computer  skills  &  sales  exp 

HEALTHCARE  CONSULTANT 

Energetic  consultant  with  5  yrs  exp  in 
group  practice  setting  Knowledgabfe  in 
Billing,  reimbursement  optimization  and 
cost  analysis  BS  in  Finance  Strong  com- 
puter skills,  problem  solving  and  commu- 
nication skills  Call  Lmda  @  555-9090 

HEALTHCARE 

HOSPITAL  RECRUITER. 

Knowledge  of  managed  care  contracting, 
hospital  administration  and  rate  negotiat- 
ing Excellent  computer  skills  3  yrs  experi- 
ence in  managed  care/ health  care  envi- 
ronment 2  yrs  exp  in  contract  negotiation 
BS  m  healthcare  Contact  Jeff  @555-3900 

HEALTHCARE 
ADMINISTRATOR 

Energetic  indiv  with  hands-on  exp 
Proven  track  record  in  developing  client 
base  Excellent  interpersonal,  marketing 
&  supervisory  skills  Contact  Ms  Jackson 
@  555-4576  

HEALTH  CARE  SALES 

Aggressive  indiv.  w/excellent  inter-per- 
sona! skills  will  market  health  care  staffing 
services  to  health  care  and  socail  service 
facilities  BS,  healthcare  background  & 
sales  experience  Contact  Vivian  @ 
 555-8787  

HOTEL 

CHIEF  FACILITIES 


1  iu/vimm  i\ljwui\\_lj 

Organized,  self-motivated  "people  per- 
son' Will  handle  phones,  filing,  data- 
base-portfolio mgmt,  correspondence, 
scheduling  &  general  office  duties  Look- 
ing for  oppt  for  growth 

ILLUSTRATOR/DESIGNER 

Creative  indiv  with  excellent  traditional 
art  background  &  computer  sawy 
Contact  Jim  at  555-8978 

INSURANCE 

ASSISTANT  ACCOUNT 
EXCECUTIVE 

Indiv  with  3  years  experience  in  property 
and  casualty  insurance.  Strong  knowf- 
edqe  of  Word  for  Wind  ows  in  addition  to 
good  organizational  and  communication 
skills  Contact  Mr  Sanders  @  555-81 72 

INSURANCE 

PROJECT  MANAGER/ 
CONSULTANT 

Exp  tech  prof  Past  responsibilities  incLj 
system  implementation  &  project  mg» 
design  specs  for  applic  dvipmt  man/ 
client  relations  &  commumc  w  /tech  s| 
5  yrs  exp  Knowledge  of  ins  contracl 
claims  Strong  commumc  skills,  compl 
programming  exp 

INSURANCE 

Commcl,  Mgr-Underwriter. 

8  years  exp 

JEWELRY 

Organized  will  help  run  back  office 
Training  in  diamond  business,  some  jew- 
elry exp  Ability  to  follow  orders  from 
start  to  finish  Strong  work  ethic  &  good 
people  skills  Contact  Janet  @555-°876, 

LABORATORY 
SUPERVISOR 

Laboratory  Supervisor  for  Clinical  Pathol- 
ogy Department  Knowl  of  Clinical  Chem- 
istry, Hematology  &  Microbiology  De- 
tailed knowledge  of  QA/GC  &  working 
familiarity  with  regulatory  compliance. 
Have  performed  clinical  lab  testing, 
trained  personnel  in  testing  and  quality 
control,  handled  heavy  work  flow  &  inter- 
acted with  Sales  and  Technical  Reps 

LABORATORY  TECH 


LEGAL  ADVISOR 

Sawy  attorney  with  excellent  writing  < 
problem  solving  skills  looking  to  becom 
m-house  consultant  Review  contract 
etc  Extremely  detail -oriented 


tnglish  language 
3  yrs  exp  Clean  drivers  license  Call  Ray 
@555-8680  

MAILROOM  CLERK 

Hard  working,  neat,  reliable,  honest  Call 
Tim  §  555-6767  

MANAGER,  GENERAL 

Highly  motivated,  detail-oriented  General 
Mgr,  with  strong  promotional  and  com- 
munication skills  Salary  negotiable  Con- 
tact Mr  French  @  555-6756 

MANAGER,  GENERAL 

Highly  motivated,  detail-oriented  General 
Mgr,  with  strong  promotional  and  com- 
munication skills  Salary  negotiable  with 
commission 

MARKET  RESEARCH 

SENIOR  MARKET 
RESEARCH 
ANALYST 

Past  responsibilities  incl'd"  managing  all 
stages  of  research  projects  from  issue 
identification  to  final  report,  assisting  the 
market  research  directc  and  managers 
m  implementing  a  cohesive,  balanced, 
cost  efficient  program  that  provided  use- 
ful marketing  and  operations  recommen- 
dations. Also  analyzed  and  interpreted 
research  results,  oversaw  conduct  of  uni- 
variate as  well  os  multivariate  analysis  of 
survey  data  Prepared  written  reports  and 
presentations,  supervised  analytical  and 
report  writing  activities 

Bachelor's  Degree  m  Business.  Two  years 
exp  m  market  research  involving  statisti- 
cal and  analytical  methodologies  Good 
written  communication  &  interpersonal 
skills  with  PC  experience  &  proficient  in 

™„  l„U.,U»,«„  ,~W.,~rr,  „„X  unca 


Professional  with  3  yrs  exp  in  handling  all 
aspects  of  promotions  and  special  events. 
Self-starter,  able  to  work  independently 
with  top  communication  and  writing  skills 
Able  to  handle  multiple  projects  and  work 
under  pressure  Knowledge  of  Microsoft 
Office  and  desktop  publishing  Contact 
Mr.  Bates  @  555-6353 

MARKETING  ASST 

Experienced  prof'l  in  marketing/soles 
Strong  admin/orgainizational  skills 
computer  lit  &  print  production  exp  Detail 
oriented  w/ ability  to  coordinate  multifact- 
ed  activities  Past  responsibilites  incl'd  to- 
tal admin  support,  telemarketing/lead 
generation  &  coordination  of  client  pkg 
material 

MARKETING  ANALYST 

Exp'd  marketing  prof'l  looking  to  service 
healthcare  industry  Data  analysis  &  inter- 
pretation support  to  acct  mgmt  team 
Strong  qa^mmimWrn^MULi^on  skills 
ExT 

~  MARKETING ' 
CONSULTANT 

Detailed-oriented  indiv  to  handle  market- 
ing operation  for  growing  company  Will 
assist  in  print  advertising,  product  litera- 
ture, direct  mail.  Extensive  maiketing  & 
sales  support  exp  &  excellent  interperson- 
al skills.  Experienced  w/  Microsoft's  P'-b- 
'tsher.  Ability  to  work  in  fast-paced  envir 
iulliple  tasks. 


Past  responsTOTWi^HBWCrd i noting 

and  producing  marketing  programs  tor 
entertainment  and  athletic  events,  main- 
taining departmental  budgets,  coordinat- 
ing advertising  efforts,  supervising  in- 
house  media  planning,  lioisoning  with 
outside  marketing  agencies  providing  di- 
rection and  strategy,  and  developing  pro- 
motional packages  and  fulfillment  5  yrs 
event  marketing  experience  Strong  su- 
pervisory and  interpersonal  skills,  as  v 
as  established  working  relationships 
indiv  and  businesses  within  the  event  f 
keting  and  sponsorships  industry  Co 
Diane  @  555-7687 

MARKETING  DIRECTOR" 

Senior  management  executive  with  ten 
years  strategic  marketing  experience 
seeks  position  at  growing  advertising 
agency.  Regional  marketing,  dealer  asso- 
ciation ondautomotive  background  Call 
Robert  at  555-8989 


RESEARCH/WRITER 

Highly  motivated,  organized  individual 
who  can  assist  in  sourcing,  organizing  & 
analyzing  scientific  research  material  re- 
lated to  the  field  of  health  and  nutrition 

OPTOMETRIST 

Exp'd,  retail  oriented  optometrist  seeks 
ma|or  retail  optical  chain  Call  555-1 21 2 

PARALEGAL 

Motivated  college  grad  w/ excel't  commu- 
nication &  computer  skills  to  assist  in 
patent  &  trademark  matters  including  liti- 
gation Scientific  &  technical  background 
Contact  Ms.  Simms  @  555-9273. 

PARALEGAL 

T&E  Para  w/4  yrs  exp  in  all  aspects  of 
T&E  administration,  include  prep  of  estate 
tax  returns,  acctgs  &  fiduciary  income  tax 
returns.  Knowl  of  T&  E  software  pkgs 
Contact  Tim 

PARALEGAL 

Bright,  articulate,  detail-oriented,  recent 
collgrad  available  for  entry  level  para- 
legal position  Possess  knowledge  of 
WP  5  1  &  has  superior  verbal  &  written 
comm  skills 

PASTOR  ASSISTANT 

Assistant  pastor  in  religious  operate 
Presbyterian  church  Assisted  w/rel 
&  worship  services  Bible  studies  ani 
gious  educational  programs  and  otl 
church  funtions  2  yrs  exp  ond  fluent  in 
Korean  Contact  Joseph  @  555-6660 

PAYROLL/PERSONNEL 

Prof  7  year  exp  handling  ADP  payroll, 
timecards  ADP  on-line  exp  As  well  as 
various  clerical  &  personnel  duties  Call 
555-8060  

PAYROLL  ADMINISTRATOR 

Computer  literate,  highly  motivated  indiv 
to  handle  all  facets  of  payroll  processing 
Familiar  with  payroll  software  Can  start 

immed. 

PATTERN  MAKER 


Exp'd  pharmaceutical  taxijgjs 
able  immediately  2  yrs  of^ustr/^* 

in  pre-clinical  toxicology  9M  ^ 
lent  communication  skiffs «  ij 
of  CNS  pharmacology. 
Contact  Ms.  Johnson  @ 


PHOTOGRAPHY 

DARK  ROOM 

8  yrs.  B&W  &  Color  exp. 
color  corrections  on  C 
prints,  dupes  &  internegs. 1 


t 
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POWERPLANT  O 

Indiv.  to  work  rotating  shifts  o 
turbines  and  diesel  genera 
w/computers  and  water  tr 
state  of  M.nnesota  lstClass> 
Contact  Mr.  Hand  @  ! 


PROGRAMMER 


C/OS2* 

Consultant  w/5  yrs  exp  in£ 
development  in  on  OS/21 
Windows  NT  Net  bios,  sot 
uted  comm  apps. 


LJBLISHING 

RODUCTION  i 

ghly  motivated  individuc 
Ip  in  all  aspects  of  prii 
ost  responsibilities  incfudi; 
(estimating,  traff  icing  matei . 
ing  costs  w/ suppliers,  map| 
cations,  supervision  of  prep  n 
4color&on-press. 

Contact  Eli  at  555- ft 


Receptioni: 
Admin  Ass 

Articulate,  bright,  team  plicl 
most  &  Word  "for  Windowm 


RECEPTION! 

Polished,  articulate  indiv  for  IB 
tion  Phone,  faxes,  computed, 
Pleosant  attitude  Seeking  am 
ny  with  opportunity  for  advt 


2  yrs  exp 

light  computer/ clerical  wor: 

RECEPTION! 

Prof'l,  bright,  articulate,  hie 
Three  years  experience.  Cj< 
P/T  seeks  small,  growing  flj 
room  for  advancement. 

RECRUITING  <: 

Qualified  clerk  to  provide  etc 
ministrative  assistance  for  rjii 
Excellent  organizational  Ci< 
munication  skills  Able  to  J 
dently  and  follow  through  d" 

Past  resonsibilities  incl'd  nm 
coverage,  typing,  mail  distiHi 
ering  interview  schedules,  [X 
hire  packets,  copying,  faxii  I 
various  other  generardericis 
ities  Able  to  type  50  wpm  i 
m  the  use  of  MS  Word  for  VIA 
eel  Contact  Lynn  @  555-41 

RETAIL  SALES  FUjJ 

Energetic  w/retail  rum  exp 
ot555-7372  B 

3ECRETAR\ 

LAW  FIRM  SECI! 

with  2  years  exp  Highly  b 
excel't  phone  &  comm  skill: 

SECRETAF 


CLINICAL  S\S 

CSW/Phd  10  years  dirt  • 
Supervisory  Admin  and  Mi* 
mm  exp  Contact  Michelle  i5. 

VIDEO  SAL 

Extensive  production  &  p<3r 
video  exp  Available  for  if 
sales.  Contact  Bob  at  555-^ 

WEB  MAS1! 

Bright,  hard  working  Indian' 
nq  company  in  access  ancf! 

 r*Ll-.!  L  i-lnBt 


flUM  PRO 

I  C  E  S  S  O  R 


mm  SEARCH  FOB  HELP  HAS  JUST  ENDED. 


Hum  Pro  Processor 
180MHz 


ICING  READY  OFFICE™.  THE  IDEAL  SMALL  OFFICE  COMPUTER.  Ideal  in  that  this  computer  offers  everything  a  small  business  owner  could  possibly  need, 
including  a  Pentium"  Pro  Processor  and  a  special  Microsoft  "  small  office  software  bundle.  The  Ready  Office  system  will  answer  phones, 
help  you  write  letters,  fax,  do  spread  sheets.  Organize  your  finances.  Provide  you  with  a  legal  reference  library.  Get  you  on  the  internet. 
Act  as  a  marketing  consultant.  Perform  computer  maintenance  and  trouble-shooting.  As  well  as  back  up  your  hard  drive  and  keep  all  your 
data  safe,  even  in  the  event  of  a  power  failure. 

And  thanks  to  its  180  MHz  Intel  Pentium  Pro  chip,  it  can  run  the  most  power-hungry  32  bit  applications  (like  Microsoft  Excel)  at  blaz- 
ing fast  speeds.  What's  more,  the  Pentium  Pro  Processor  puts  the  Ready  Office  on  the  leading  edge  of  the  technology  curve,  so  you 
can  feel  confident  it's  a  solid,  long-term  investment. 
The  NEC  Ready  Office.  You'll  find  you  couldn't  ask  for  a  better  support  staff.  Or  computer,  for  that  matter.  For  more  information  call  1-800-NEC-INFO. 

SEE,  HEAR  AND  FEEL  THE  DIFFERENCE.* 


y  available  at  the  following  retailers:  Circuit  City,  Comp  USA,  Micro  Center,  Office  Max,  Nobody  Beats  the  Wiz  and  Good  Guys 


Visit  our  web  site  at  http://www.nec.com 


g 1  Bell  NEC.  Inc  NEC  is  a  registered  trademark  ot  NEC  Corporation  used  under  license  by  Packard  Bell,  NEC  Inc.  Ready  Office  is  a  trademark  of  Packard  Bell  NEC,  Inc  See,  Hear  and  Feel  the  Difference  is  a  trademark  of  NEC  Technologies  Inc  Windows  95  is  a 
Mcrosoft  a  registered  trademark  ot  Microsoft  Corporation  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  and  Pentium  Pro  Processor  Logo  are  trademarks  of  the  Intel  Corporation  All  other  trademarks,  logos  and  registered 


ENTERPRISE 


Technology 


NOTHING  ODD 
ABOUT  THIS  COUPLE 

The  phone  and  the  PC  are  showing  increasing  synergy 


1 


t's  nice  to  pretend  that  anyone  who 
calls  your  office  will  get  equal  at- 
tention. In  reality,  most  businesses 
have  important  customers  who  re- 


the  call  to  a  colleague  without  inter- 
rupting  his  own  conversation.  "If  there's 
money  waiting  on  the  other  end  of  the 
line,  you  need  some  way  to  set  priori- 


quire  a  special  touch. 
That's  why  Wasatch 
Advisors,  a  small  investment-  manage- 
ment firm  in  Salt  Lake  City,  spent  more 
than  $15,000  last  year  on  a  jazzy  en- 
hancement for  its  local-area  network. 
Wasatch  added  a  computer  server  that 
analyzes  and  displays  information  about 
every  incoming  phone  call  on  any  of  the 
company's  desktop  PCs. 

Here's  what  it  means  for  Todd 
Draney,  a  32-year-old  sales  manager  at 
Wasatch:  When  a  call  comes  in  on  his 
phone  line,  a  small  window  on  his  com- 
puter screen  pops  open.  It  shows  the 
caller's  phone  number,  identity,  and  a 
menu  of  choices.  If  Draney  is  tied  up 
with  a  important  call,  he  clicks  on  the 
screen  to  trigger  a  voice  message  that 
asks  the  caller  to  hold  or  try  again. 
With  another  click,  Draney  can  transfer 


TELECOMMUNICATIONS 


ties,"  he  says. 

In  droves,  small- 
business  managers  with  heavy  phone 
habits,  like  Draney,  are  discovering  se- 
tups such  as  the  one  Wasatch  bought 
from    Active  Voice 
Corp.  in  Seattle.  The 
latest  call-processing 
systems  go  way  be- 
yond conventional 
voice   mail.   At  the 
high  end,  Active  Voice 
and   others   offer  a 
bundle  of  technologies 
known  as  "computer 
telephony  integration" 
(CTi).  These  programs  merge  your  office 
phone  system  with  your  computer  net- 
work. The  result:  Anyone  sitting  at  a  PC 
on  the  network  can  view  information 
on  the  screen  about  recorded  voice-mail 


If 


Improved  message 
management  can 
tweak  efficiency  and 
customer  service 


messages  waiting  in  a  mailbox.  m 
can  also  monitor  incoming  phonelsl 
faxes,  and  E-mail  on  the  sanjf 
screen,  save  them,  or  reroute  the]  $ 
ing  simple  Windows  95  prompts.  1 
Some  of  these  features  haveB 
around  since  the  1980s.  But  thw 
been  too  expensive  for  most  smallm 
nesses.  Now,  a  company  with  50  In 
employees  can  have  all  the  bellfc 
whistles  for  less  than  $20,000.  Arlv 
cheaper  alternative:  You  can  "outsm 
some  of  the  desired  featuresjrc 
Wk  phone  companies  and  smaller 
I  phony  start-ups  without  splik 
|  on  hardware. 

HOT  SPOT.  Either  way,  the  t 
I  right  for  small  businesses  tonj\[ 
i  about  cti.  In  a  recent  survf 
f  market  researcher  IDC/Liii 
New  York  City,  33.6%  of  smalfe 
nesses  polled  said  they  wanted  "te 
and-click"  access  to  fax,  phone,  ai 
mail  on  a  computer  screen.  H; 
technology  is  going  to  be  hot  i|,ir 
small-business  arena,"  says  ioc/Lii 
alyst  Robert  Straus. 

A  key  advantage  of  these  systfj 
you  use  your  eyes  instead  of  yovj 
For  example,  CallXpress3,  a  pre! 
from  Applied  Voice  Technology  (a}1) 
Kirkland,  Wash.,  displays  the  lengtla 
origin  of  each  voice-mail  messag, 
well  as  incoming  faxes  and  E-mai'I 
software  can't  actually  translate  1 
voice-mail  messages  into  text-il 
technology  is  still  two  years  offji 
avt  is  offering  the  next  best  p 
Colleagues  on  a  network  ruli 
CallXpress3  can  attach  text  labtij 
each  voice  message  they  leave  forth 
co-workers.  At  a  glance,  the  recM 
can  get  a  quick  preview  of  all  theft 
sages  in  the  mailbox  and  decide  fl 
one  to  deal  with  first. 

Another  AVT  product,  DesktopC 
Manager,  lets  users  queiy  callerfa 
are  on  hold  with  automated  queii 
and-answer  routines.  If  a  firstli: 
caller  can't  be  il 
fled  by  your  Calr 
service,  for  exap 
this  software  wi  ] 
litely    request  t 
caller's  identity.  I 
hear  the  caller  Si 
or  her  name  oveip 
PC  speakers. 

Such  feature 
pealed  to  Micih 
Computer  Inc.  in  Fremont,  CaliH 
midsize  manufacturer  of  computer  o 
erboards  runs  CallXpress3  on  a  PC 
er  that  cost  the  company  only 
The  avt  operating  software  adds  f1 
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nally,  The  Secrete 
f  Direct  Mail... 


sented  on  a  Silver  Platter 


usiness  where  a  3%  return  is  a  home  run,  you  need  every 
'ou  can  get.  You  need  Mail  Marketer™  CD  from  Pitney  Bowes, 
ailing  experts.  Mail  Marketer™  is  an  interactive  easy-to-use 
)M  that  will  teach  you  how  to  create  your  own  award  winning 
mail.  Mail  Marketer™  contains  information,  tips,  data,  planning  and 
ting  tools,  video  clips  and  expert  advice  on  how  to  plan  and  create 
tiona!  mailings  that  work.  Mail  Marketer™  will  help  you  reach  your  best 
iers  and  prospects  every  time  -  within  your  budget. 


Wed  contents  to  help  you  plan,  prepare, 
fulfill,  track  and  analyze  mailings 

How  to  Create  Stronger  Openers, 
More  Compelling  Closers 
How  to  Emphasize  Benefits 
Offers  They  Can't  Refuse 
Direct  Mail  Formats  That  Work 
Lists  and  Targeting  Your  Audience 
Dozens  of  Creative  Techniques 
Postage  Essentials  and  Tips 
What  it  Takes  To  Make  a  Profit 
Production  Checklists  and  Tips 
Track  and  Analyze  Results 
...and  much  more! 

30  DAY  MONEY-BACK  GUARANTEE 


r 

la 
la 

|  Name  

|  Company, 
Address 


Special  Introductory  Offer 

Good  thru  Feb.  28, 1997 
only  mm  (Reg.:  $79.95) 

phone  1-800-685-0620 

FaX  1-800-710-8904 

YES!  I  want  the  Mail  Marketer™  CD  for  the  special  price  of 
$59.95  plus  applicable  state  tax  and  $3.95  postage  &  handling 

Please  send  me  more  information  on  the  Mail  Marketer™  CD 


State 


Fax  # 


|  Phone  #  

(□Visa    □  MasterCard    Q  Amex 

■  Credit  Card  #  

Signature  

I  


_Zip_ 


Exp 


BW1 


Pitney  Bowes 


System  requirements:  •  486  SX  /  25MHz  or  better  •  8  MB  RAM  • 
13  MB  hard  disk  space  to  install  •  256  color  •  2X  CD-ROM  drive  or 
better  •  DOS  version  5.0  or  better  •  Windows  3.1  or  higher  (including 
Windows  95)  •  Windows-compatible  16-bit  sound  card  •  Mouse 

©1  996,  Pitney  Bowes  Inc  Windows  is  a  registered  trademark  of  Microsoft  Corporation 
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al  thousand  dollars  to  the  total — but 
Micronics  Information  Services  Direc- 
tor Mark  Rowell  says  it's  worth  it. 
Without  setting  up  a  separate  phone 
line  and  modem,  he  can  receive  private 
fax  messages  directly  to  his  PC  over  the 
network.  "I  can  view  the  fax  on  the 
screen,  attach  a  voice  message  to  it, 
and  forward  it  to  my  boss,"  he  says. 

Such  tricks  save  precious  time.  "On  a 
busy  day,"  notes  Wasatch's  Draney,  "we 
are  at  least  10%  more  efficient."  More 
important,  prized  customers  get 
better  treatment.  Improved  mes- 
sage management,  says  IDC's 
Straus,  "gives  small  businesses  a 
way  to  expand  their  storefront 
so  they  can  compete  better  with 
large  corporations." 

Road  warriors  reap  big  bene- 
fits from  cti  systems  that  handle 
remote  calls.  If  you're  a  traveling 
salesperson,  you  can  call  any  time 
of  day  to  get  voice,  fax,  and  E- 
mail  messages  from  a  "universal 
in-box."  By  punching  numbers  in 
response  to  simple  prompts,  you 
can  instruct  the  system  to  de- 
scribe each  of  the  messages,  hear 
voice  mail,  and  even  read  your 
E-mail  over  the  phone. 

The  synthetic  voice  may  sound 
like  Dan  Ackroyd's  Beldar  the 
Conehead — with  a  Russian  ac- 
cent. But  it's  intelligible,  and 
some  systems,  such  as  the  one 
from  Malibu  Communications  in 
Malibu,  Calif.,  will  even  read 
your  faxes.  Also,  you  can  direct 
the  system  to  route  E-mail  and 
faxes  to  a  nearby  fax  machine  to 
get  a  hard  copy.  And  with  voice  mes- 
sages, you  can  usually  instinct  the  sys- 
tem to  call  the  person  back  and  confer- 
ence you  in  with  several  colleagues. 
STAY  LEAN.  If  you  run  a  small  business 
and  don't  need  the  ability  to  view  all 
kinds  of  messages  in  one  window  on 
your  PC  screen,  you  may  not  need  to 
buy  full-featured  hardware.  Companies 
with  fewer  than  50  employees  are  ad- 
vised to  identify  just  two  or  three  es- 
sential functions  or  services.  If  your 
staff  travels  a  lot,  you  might  want  to  in- 
vest in  notebook  computers  with  some 
telephony  features.  Compaq  Computer 
equips  some  of  its  latest  notebooks  with 
microphones,  speakers,  and  special 
modems,  so  you  can  talk  to  customers 
or  colleagues  over  phone  lines  or  cellular 
channels  and  exchange  faxes  or  E-mail 
at  the  same  time.  Plug  one  of  these 
notebooks  into  the  phone  at  your  ho- 
tel, and  it  will  receive  voice  messages 
and  faxes  while  you're  out  to  dinner. 


Technology 


Dataquest  Inc.  analyst  Christopher 
Thompson  in  San  Jose  also  urges  small- 
business  operators  to  improve  their 
"work  processes"  before  splurging  on  au- 
tomation. If  your  most  important  cus- 
tomers receive  curt  form  letters  the  in- 
stant they're  late  on  payments — rather 
than  gentle  reminders — then  something 
is  probably  wrong.  Likewise,  think  about 
how  well  you  treat  your  customers  be- 
fore you  embed  the  wrong  messages  in 
CTI.  "If  a  business  process  is  broken,  au- 


CONSIDERING  CONVERGENCE 

Tips  for  taking  the  plunge  into  CTI 
( computer  telephony  integration ): 

KNOW  YOUR  BUSINESS  If  personalized  service  is 
what  matters  most,  choose  a  system  that  displays 
information  about  your  callers  on  a  PC  screen.  If 
you  travel  a  lot,  think  about  a  "universal  in-box" 
that  reads  E-mail  and  faxes  over  the  phone. 

FIGURE  THE  LONG-TERM  COSTS  So-called  open 
systems  running  on  standard  PCs  look  cheap.  But 
an  upgrade  to  a  new  operating  system  could 
require  overhauling  your  CTI  system.  Discuss 
upgrade  options  before  you  buy. 

CONSULT  PHONE  EQUIPMENT  AND  SERVICE  SUPPLIERS 

Northern  Telecom,  Siemens,  and  Lucent  all  have 
CTI  products.  Service  providers  can  offer  various 
outsourcing  approaches. 

LEARN  ABOUT  THE  INTERNET  CTI  innovations  are 
proliferating  in  cyberspace.  Artisoft's  InfoFast,  for 
instance,  lets  telephone  callers  pull  information, 
in  audio  form,  directly  from  your  Web  site. 

DATA  DATAQUEST  INC..  DATAPRO  INFORMATION  SERVICES  GROJP,  IDC/LINK  INC 


tomating  it  won't  fix  it,"  Thompson  says. 

For  advice  on  what  services  are  avail- 
able in  your  area,  consult  with  the  peo- 
ple who  installed  your  phone  system. 
They  can  put  you  in  touch  with  local 
systems  integrators,  value-added  re- 
sellers (VAR)  that  bundle  equipment  with 
special  services,  or  nearby  CTI  distribu- 
tors. That's  essential  since  many  well-es- 
tablished CTI  companies — such  as  avt, 
Active  Voice,  Aurora  Systems,  Answer- 
Soft,  and  CallWare,  to  name  just  a 
few — don't  want  to  handle  installation 
and  maintenance  directly. 

Installing  equipment  yourself  may 
seem  like  a  good  way  to  save  money. 
But  if  your  cti  system  crashes  the  next 
time  you  upgrade  your  network  soft- 
ware, maintenance  charges  will  quickly 
erase  your  savings.  A  good  systems  in- 
tegrator will  help  with  maintenance  and 
also  steer  you  away  from  a  system  that 
exceeds  your  needs  and  your  technical 
skills.  Interview  more  than  one  candi- 


date and  insist  on  customer  refer 
Having  come  this  far,  you  mi 
cide  that  you  don't  actually  need  t 
any  equipment.  Fortunately,  the 
many  other  choices.  Premiere  Te 
gies  Inc.  in  Atlanta  and  jfax  Co 
cations  Inc.  in  New  York  both  off 
versal  in-box  services  for  a  per- 
and/or  a  monthly  charge. 
SHORTCUT.  An  account  with  Pr 
lets     you     use     a  credit-ca 
"WniidLink"  card.  It  connects  \j 
Premiere's  network  in  A 
which  becomes  your  virt 
fice,  managing  your  faxes 
mail,     and  E-mail. 
World  Link  like  a  phone 
can  retrieve,  process,  and 
any  kind  of  message — jus 
you  had  a  call-processing 
installed  on  your  own  ne 
The  charge:  25(2  per  min 
most  calls. 

When  World  Link  user 
Gasgarth  was  in  France 
tember,  he  managed  all 
ternational  communicati 
World  Link — and  saved  hi 
lot  of  money.  The  33-y 
stockbroker  with  Dean 
Reynolds  Inc.  in  Delray 
Fla.,    had    Premiere  s 
transatlantic  conference 
thus    paying  cheaper 
charges.  "When  I  want  t 
tern  to  call  me  back  at  the 
I  can  even  instinct  it  to  a 
the  concierge  in  French, 
Gasgarth,  who  also  trade 
miere  stock. 

Phone  companies  have 
slow  to  tackle  universal  in-boxe:;i 
Nynex  Corp.  is  collaborating  a 
Philips  Electronics  to  provide  hose 
flees  with  enhanced  Caller  id  seii 
Using  a  Philips  phone  with  a  sm| 
uid-crystal  display,  you  can  talk 
person,  view  incoming  calls  on  1 
ond  line,  and  conference  them  to^l 
Is  it  better  to  outsource  or  t| 
chase?  Unfortunately,  no  answer  iD 
to  all  businesses.  The  bigger  yourl 
ation — and  the  more  widespread 
geographically — the  more  attract 
becomes  to  own  your  own  equip' 
But  there  is  no  clear  cutoff  in  ten: 
the  number  of  staff  you  employ  oir< 
ly  revenues.  The  only  rule,s 
Dataquest's  Thompson:  "Focus  oiy 
business  needs,"  and  don't  get  di:r; 
ed  by  all  the  choices.  Somewhere 
fast-converging  worlds  of  compute 
telephones,  the  right  solution  isv 
ing  for  you. 

By  Neil  Gross  in  NeiM 
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Buying  a  plain  paper  fax  doesn't  have  to 
be  a  weight  on  your  shoulders.  Whether  you're 
a  sprawling  giant  or  a  slightly  smaller  endeavor. 


gratulations.  The  Budget  Committee 
mst  approved  your  FAX  purchase. 


That's  the  charm  of  the  Faxphone  B540 

horn  Canon.  Now  for  $399!  any  business  can 

afford  top  quality  Bubble  Jet"  faxes  and  copies. 

Call  1-800-848-4123,  Ext.  690  or  visit  our 

web  site,  http://www.ccsi.canon.com  to  learn 

nunc.  Whatever  your  budget,  a  JHj^HR 

'  I  /// 

smart  plain  paper  fax  shouldn't 


put  such  a  squeeze  on  you. 


Canon 


•Dealer  prices  may  vary  ©1996  Canon  Computer  Systems.  Ik  Canon  and  FAXPHONE  are  registered  trademarks  and  Bubble  Jel  is  a  trademark  ol  Canon  Int  CCSI.  2995  Redhill  Ave  Costa  Mesa.  CA  92626  lo  Canada,  call  1-800-263-1121  Ext  690 


An  AS/400®  Advanced  Series  Solution 


Behind  Greg  LeMond's  success 

as  a  world-class  cyclist  and 
franchisee  of  Brueggers  Bagels 


lis  ability  to  turn 
i  passion  into  a 
i-restaurant  chain 


1  « 

and  a  skiU  at  juggling 
new  restaurants 
without  sacrificing  profits. 

e  registered  trademarks  and  Solutions  lor  a  small  planet  is  a  trademark  ol  International  Business  Machines  Corporation 
roducl  or  service  names  may  be  trademarks  or  service  marks  ol  others  Brueggers®  is  a  registered  trademark  ot 
ration  "IBM  AS/400  Advanced  9401  Model  150,  configuration  0181,  published  U  S  list  price  ©1996  IBM  Corp 


He  also  chose  AS/400  Advanced  Entry, 
the  reliable  small-business  computer 
system  that  can  grow  as  last  as  his  franchise. 

Three-time  Tour  de  France  champion 
Greg  LeMond  has  always  used  advanced  tech- 
nology to  gain  a  competitive  edge.  In  1989,  his 
custom-designed  handlebars  ludped  him  clinch 
the  coveted  nuc  and  set  a  new  standard  for 
aerodynamic  racing  gear. 

Greg  looked  for  the  same  advantage  a  lien 
runninghis  restaurants.  He  chase  IS/ 100 
idvanced  Entry  ><>  automatically  retrieve 
point-of-sale  information  /ram  eveix  one  of  his 
nine  locations,  giving  him  the  data  he  needs  to 
make  smart  decisions  for  his  growing  business. 
Plus,  to  increase  lunchtime  traffic,  Greg  van  use 
his  system  as  a  Ueh  server  to  run  promotions 
on  the  Internet. 

AS/ 100  Entry  is  reliable,  secure,  and 
protects  Greg's  investment  in  l'( .  software  <uid 
hardware,  "is  I  expand  my  business.  I  need 
to  preserve  capital  to  im  est  in  new  restaurants. 
IS/ 100  Entry  is  priced  right  and  is  so  inexpen- 
sive and  simple  to  use.  it  practically  runs  itself. 
Iliat  means  I  can  run  my  restaurants,  instead 
of  my  computer  system." 

How  can  the  new  IS/ 100  idvanced 
Entry  simplify'  your  business?  To  find  out  more, 
visit  our  home  page  at  www.as  W0.ibm.com  or 
call  I  800  IBM-2468.  ext.  It  W26.  Prices  start 
as  low  as  $7,995. 


Solutions  for  a  small  planet 
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Education 


GLASS  ACTS 

IN  THE  IVY-COVERED  HALLS 


Entrepreneurship  is  finally  getting  its  due  in  B-schools-and  here  are  its  finest  teachei 


■  t  has  happened  to  more  than  one 
I  student  in  business  school  at  the 
I  University  of  California  at  Los  An- 
I  geles.  She  settles  into  her  chair  for 
the  job  interview.  She  has  studied  the 
company  and  is  ready  to  offer  her  opin- 
ion on  how  it  can  grow.  Instead,  the 
recruiter  asks  her  a  much  simpler  ques- 
tion: Have  you  taken  Cockrum? 

Cockrum  is  William  M.  Cockrum,  an 
adjunct  professor  who  has  been  teaching 
a  course  in  entrepreneurial  finance  at 
ucla's  John  E.  Anderson  Graduate 
School  of  Management  for  the  past  12 
years.  He  is  perhaps  the  best  teacher  of 
entrepreneurship  in  the  country.  And 
when  alumni  return  to  recruit  at  the 
school,  whether  they're  with  a  high-tech 
startup  or  a  Wall  Street  giant,  they  of- 
ten want  to  know  how  job  candidates 
did  in  his  notoriously  tough  class. 

It's  a  testament  to  Cockrum's  teach- 
ing ability — and  to  the  newly  central 
place  the  study  of  entrepreneurship  oc- 
cupies at  top  U.S.  B-schools.  As  Corpo- 
rate America  has  cut  back,  hundreds  of 
laid-off  employees  have  returned  to  cam- 
pus, looking  to  learn  how  to  start  their 
own  businesses.  Younger  students, 
meanwhile,  no  longer  expect  to  spend 
entire  careers  with  one  company.  And 
with  a  continuing  healthy  market  for 
initial  public  offerings,  they  have  pushed 
for  more  classes  on  startups.  "If  you're 
going  to  be  insecure,  AT  UCLA, 
you  may  as  well  be  COCKRUM 
your  own  boss,"  says  dishes  out 
popular  Washington  HARVARD  case 
University  professor  STUDIES  WITH  A 
Russell  Roberts,  who  GRUFF  but 
began  teaching  the  CARING  STYLE 
subject  this  year. 

After  a  first  year  filled  with  basic  fi- 
nance, marketing,  and  management 
classes,  many  students  see  a  small-busi- 
ness course  in  the  second  year  as  a  cap- 
stone that  shows  them  how  those  ab- 
stract disciplines  actually  work  together 
in  running  an  enterprise.  In  a  more  flex- 
ible workplace,  that  cross-disciplinary 
approach  is  helpful  even  for  those  who 
still  plan  to  climb  the  corporate  ladder. 

The  result  has  been  a  swift  transfor- 


i  Ci 


mation  of  the  subject  from  a  scorned 
hinterland  of  the  academy  to  one  of  the 
hottest  areas  in  management  education. 
Deans  across  the  country  now  list  en- 
trepreneurship, along  with  technology 
and  international  business,  among  their 
highest  priorities.  "Even  if  you're  in  a 
big  company,  the  world  in  which  you 
operate  has  fundamentally  changed," 
says  Douglas  M.  Dunn,  the  new  dean  at 
Carnegie  Mellon  University,  who  just 


ended  a  26-year  career  at  at&t.  N 
he's  adding  two  weeks  on  entrew 
neurship  to  his  school's  core  curricuh 
"It's  critical  that  our  students  hav 
chance  to  explore  this." 

Since  1993,  more  than  one-thirclb 
the  country's  top  B-schools — inclui 1 
Northwestern  University's  J.J.  Kellf] 
School  of  Management,  the  Univerp; 
of  Virginia's  Darden  Graduate  Schoc 
Business  Administration,  and  the 
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ia  University  Business  School — 
created  concentrations  in  entre- 
iurship.  Over  the  same  period, 
ard  University  has  added  two 
e-track  faculty  slots  in  the  area. 
>n  College  in  Babson  Park,  Mass. — 
regarded  as  hav- 

>ne  of  the  best  ALL-STAR 
•ams     in  this 
-has  introduced  five  new  electives. 
fall,  Rice  University's  Jesse  H. 

Graduate  School  of  Administration 
Duston  became  one  of  the  first 
Is  to  require  all  students  to  take  a 
iter-long  class  in  entrepreneurship. 

INFLUENCE.  On  the  front  lines  of 
'xpansion  are  a  dozen  professors 
according  to  business  week's  sur- 
f  4,830  recent  B-school  graduates, 

out  as  the  finest  in  the  field.  At 
nd  of  a  36-question  survey,  the 

were  asked  to  name  the  two  best 
Irs  they  had  studied  with  and  the 
est  electives  they  had  taken.  Com- 
j  the  results  from  those  two  ques- 

yielded  the  list  of  the  12  class- 
all-stars  (table). 

sy  are  a  particularly  influential 
because  mbas  who  stall  then-  own 


businesses  often  lack  the  mentors  they 
could  have  found  at  large  companies. 
Instead,  many  stay  in  contact  with  pro- 
fessors for  years  after  they've  gradu- 
ated, using  them  as  advisers  while  their 
startups  grow.  Marlies  Carruth  has  kept 

up  with  University  of 
TEACHERS     Chicago  Graduate 

School  of  Business  pro- 
fessor James  E.  Schrager  since  she  got 
her  mba  from  the  school  in  1985.  Having 
taken  his  class  in  entrepreneurship,  she 
turned  to  him  for  advice  when  she  left 
banking  for  advertising  in  the  mid- 


communicated  to  us  that  there  was  this 
magic  in  taking  the  risk  to  fulfill  a  vision 
you  have,"  Carruth  says  about  a  class 
she  took  more  than  a  decade  ago. 

In  a  sense,  the  12  are  a  homogeneous 
group:  They  are  all  men.  But  they  are 
not  your  typical  group  of  academics. 
Sure,  there  are  traditional  types,  such  as 
Steven  N.  Kaplan,  who  did  his  PhD  in 
economics  at  Harvard  and  rose  quickly 
through  the  ranks  as  a  finance  professor 
at  the  University  of  Chicago,  only  to 
take  a  recent  interest  in  small  business. 
But  there  is  also  his  colleague,  Schrager, 


HELPING  HANDS:  MBAs  who  don't 
work  at  big  companies  need 
mentors.  B-school  profs  fill  the  bill 


1980s — and  then  really  relied  on  him 
when  she  struck  out  on  her  own  to 
found  a  small  film-production  company 
in  1995.  She  was  on  the  phone  with  him 
just  this  month  getting  advice  on  how 
to  market  her  latest  production.  "He 


who  hits  campus  only  once  or  twice  a 
week  and  lives  90  miles  from  Chicago  in 
South  Bend,  Ind.,  where  he  runs  a 
consulting  group  for  medical-device 
makers. 

And  there  is  Cockrum,  who  doesn't 


THE  BEST  ENTREPRENEURSHIP  TEACHERS 

PROFESSOR 

SCHOOL 

RAW  SCORE 

COMMENTS 

WILLIAM  COCKRUM 

UCLA 

108 

Has  become  a  legend  for  the  case-study  entrepreneurial  finance  class  he  has 
been  teaching  since  1985 

EDWARD  WILLIAMS 

Rice 

48 

Wharton  grad  serves  on  board  of  Texas  funeral-home  company  he  helped 
expand  to  $7  billion  in  market  capitalization 

IRVING  GROUSBECK 

Stanford 

46 

Harvard  MBA  founded  Continental  Cablevision  and  worked  as  its  president 
or  chairman  from  1964  to  1985 

STEVEN  KAPLAN 

Chicago 

45 

Young  star  in  Chicago's  top-rated  finance  department  began  teaching 
entrepreneurship  last  year 

WILLIAM  SAHLMAN 

Harvard 

35 

Finance  prof  is  seen  as  a  giant  in  entrepreneurship  field;  his  case  studies 
are  widely  used 

JAMES  SCHRAGER 

Chicago 

35 

A  specialist  in  medical-device  startups,  he  gets  more  than  500  applications 
a  year  for  his  185-slot  course 

STEVEN  ROGERS 

Northwestern 

34 

Finance  jock  was  Bam  consultant  before  buying  lamp-shade  company  in 
deal  that  became  Harvard  case  study 

DAVID  BENDANIEL 

Cornell 

33 

Former  GE  and  Exxon  exec  has  engineering  PhD  and  uses  only  unpublished 
case  studies  featuring  Cornell  grads 

ROBERT  PRICER 

Wisconsin 

31 

Onetime  turnaround  artist  will  oversee  recent  gift  of  $700,000  that  students 
will  invest  in  new  ventures 

RICHARD  OSBORNE 

Case  Western 

30 

Twenty-five-year  veteran  of  faculty  is  only  full-time  member  without  PhD;  has 
served  on  25  boards 

WILLIAM  YOST 

UCLA 

26 

UCLA  MBA  returned  home  after  long  career  in  energy  industry  and 
government  as  engineer  and  executive 

JEFF  SANDEFER 

Texas 

19 

Native  Texan  still  serves  as  president  of  off-shore  oil  and  gas  company  he 
founded  in  1986 

DATA  BUSINESS  WEEK  (RESEARCH  BY  JUDI  CROWE  AND  LOURDES  HERNANDEZ) 

Each  of  the  4,830  recent  B-school  grads  who  responded  to  this  year's  business  week  survey  was  asked  to  name  the  two  best  teachers  he  or  she  had 
he  two  best  electives  he  or  she  had  taken.  The  raw  score  for  each  professor  was  calculated  by  adding  the  percentage  of  respondents  from  each  school 
:hose  a  professor  in  the  former  category  to  the  percentage  who  chose  his  or  her  elective  in  the  latter. 
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guides  you  step  by  step  through  the  process  of 
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have  a  doctorate  and  spent  25  years  as 
an  investment  banker  before  starting 
to  teach  at  ucla  in  19(84.  He  still  works 
part-time  as  a  consultant.  On  the  two 
measures  used  to  determine  the  best 
teachers,  Cockrum  breaks  the  curve. 
Fifty-six  percent  of  all  surveyed  stu- 
dents from  ucla's  class  of  1996  said  he 
was  one  of  the  best  two  teachers  they 
had  there,  while  52%  of  the  grads  said 
his  course,  Financing  the  Emerging  En- 
terprise, was  one  of  the  best  electives 
they  had  taken.  That's  particularly  as- 
tonishing considering  that  only  about 
67%  of  the  class  took  the  course. 

It  is  not  suiprising,  however,  to  those 
who  know  Coekrum.  The  subject  of  en- 
trepreneurship,  he  says,  both  requires 
rigor  and  permits  broad-mindedness.  A 
1961  mba  from  Harvard,  Cockrum  is  a 
strong  advocate  of  the  school's  famed 
case-study  method.  He  calls  on  students 
without  warning,  and 
if  a  member  of  a  DESPITE  THE 
study  group  is  unpre-  VAGARIES  OF 
pared  to  answer,  the  HIS  TOPIC, 
grades  of  all  students  RICE'S  WILLIAMS 
in  the  group  suffer.  SAYS  HE  CAN 
He  is  gruff  but  car-  TEACH  "TOOLS 
ing,  students  say,  and  OF  THE  TRADE" 
often  tells  them:  "I'm  teaching  you  this 
stuff  so  you  can  be  clipping  coupons  on 
the  beach  one  day." 

SERIOUS  MONEY.  Cockrum  teaches  about 
10  hours  a  week  each  semester — an  un- 
thinkable workload  for  many  academics. 
And  he  did  well  enough  in  1984  when 
Merrill  Lynch  &  Co.  bought  out  A.  G. 
Becker,  the  investment  bank  where  he 
had  been  vice-chainnan,  that  he  donates 
his  salary  to  the  school  and  has  en- 
dowed a  chair  in  entrepreneurial  finance. 


money  to  play  with.  At  Wisconsin,  a  re- 
cent gift  of  $700,000  will  allow  mbas  to 
act  as  venture  capitalists,  sifting  through 
business  plans  and  funding  those  they 
find  worthy.  And  this  fall,  Washington 
University's  John  M.  Olin  School  of 
Business  started  a  program  called  "the 
hatchery"  that  sends  teams  of  students 
off  to  consult  with  entrepreneurs  at  the 
start  of  their  ventures. 

It  all  marks  a  newfound  respectabili- 
ty for  entrepreneurship  teaching.  For 


ION:  Entrepreneurship  has 
mally  lacked  academic 
ability.  That's  changing 


"If  students  have  these  concepts,"  he 
says,  "it's  useful  to  them  for  the  rest  of 
their  lives." 

Indeed,  it's  worth  noting  that  four  of 
the  teachers  on  this  list  specialize  in  fi- 
nance. As  entrepreneurial  studies  have 
become  more  popular,  they've  also  be- 
come more  serious.  Students  today  are 
less  likely  to  spend  a  semester  listening 
to  war  stories  from  moguls  describing 
how  they  made  it  big.  They're  more 
likely  to  learn  how  distinct  fields — such 
as  law  or  finance — relate  to  startups. 

Some  schools  even  give  students  real 


a  long  time,  critics — including  many  en- 
trepreneurs— have  doubted  whether  the 
topic  can  be  taught  at  all.  Entrepre- 
neurship is  a  matter  of  inspiration  and 
guts,  they  say.  Academics,  meanwhile, 
have  seen  it  as  an  interdisciplinary 
hodgepodge  that  does  not  yield  serious 
research.  As  a  result,  there  are  few 
good  textbooks,  and  junior  faculty  mem- 
bers are  usually  better1  off  publishing 
in  more  traditional  areas  if  they  hope  to 
get  tenure.  "Businesspeople  who  are 
skeptical  about  teaching  people  to  be 
entrepreneurs  have  a  good  point,"  says 


Edward  E.  Williams,  the  Rice  pi* 
who  will  teach  that  school's  core  r 
the  subject  this  spring.  "What  1 1 
is  teach  people  the  tools  of  the  1 1 

Even  when  business  executiv 
academics  agree  the  subject  sh(| 
taught,  they  may  disagree  0! 
should  teach  it.  When  Donald  Be 
delicatessen-meat  magnate,  gave 
to  the  Coinell  University  Johns*  n 
uate  School  of  Management  for  i 
in  entrepreneurial  studies  in  lii 
told  administrators  he  didn't  care 
person  who  filled  it  had  completil 
enth  grade.  The  faculty  was  tl| 
more  along  the  lines  of  someone  R 

PhD.  After  a  dispute,  the  tw<|  

agreed  on  David  J.  BenDanieUT)., 
ranks  ninth  on  the  business  WEm.( 
BenDaniel  had  worked  in  ventunlLj 
tal  but  also  had  a  doctorate  ill 
neering  from  Massachusetts  In 
of  Technology.  "I  was,  frankly, 
promise  candidate,"  he  says. 

BenDaniel  is  now  cited  as  one 
school's  best  teachers,  and  he  sp 
full  week  at  the  end  of  each  se 
listening  to  students  present  the 
project,  a  business  plan.  Why  1 
take  him  so  long?  Two  out  of 
three  mbas  who  graduate  from  C 
Johnson  School  of  Management  t 
class.  Not  bad  for  a  compromise 
date  in  a  former  B-school  backw^,, 
By  David  Leonhardt  in  Ne 
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ALL  SET  TO  MUSCLE  IN 
ON  MOSCOW 

It  took  raw  nerve-and  youthful  brio-to  bring  a  Gold's  Gym  to  Russia 
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Dressed  in  bag- 
gy khakis  and 
a  rumpled  blaz- 
er, 25-year-old 
James  "Jake"  Wein- 
stock  might  be  mis- 
taken for  a  struggling 
actor.  When  he  stabs 
at  his  unruly  locks 
and  gushes  about 
hitchhiking  in  Zim- 
babwe, he  projects  the 
boyish  charm  of  Tom 
Hanks  in  Big.  In  the 
Wild  East,  however, 
where  the  high-octane 
capitalism  of  the  post- 
Soviet  era  has  turned 
convention  on  its 
head,  appearances  can 
be  deceiving. 

Though  he  looks 
like  a  slacker,  the  his- 
tory major  from  the 
University  of  Penn- 
sylvania could  teach 
a   Harvard   MB  a  a 
tiling  or  two.  Straight 
out  of  college  and  ~ 
with  little  experience  in  business, 
Weinstock  and  two  other  partners  raised 
$2.5  million  to  realize  a  dream  of  start- 
ing a  business  in  Russia,  a  country 
Weinstock  fell  in  love  with  while  roam- 
ing the  world  during 
a  year's  leave  of  ab- 
sence from  Perm.  In  the  year  and  a  half 
of  teeth-grinding  frustration  since  the 
enterprise  was  conceived  in  a  Moscow 
bar,  he  has  hopped  across  continents  in 
search  of  startup  capital,  boned  up  on 
accounting  and  contract  law,  and  staved 
off  the  Russian  mafia. 
RATTLED  RIVALS.  The  result:  a  soccer- 
field-size,  state-of-the-art  Gold's  Gym  in 
Moscow's  center — the  name  licensed 
from  California's  renowned  Gold's  Gym, 
which  has  500  franchisees  around  the 
world.  The  facility  has  shaken  up  the 
city's  sluggish  health-club  industry  and 
rattled  its  once-complacent  Russian  ri- 
vals. With  Astroturfed  tennis  courts,  a 
Nike-built  basketball  court,  high-tech 
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SHAPING  UP:  "I'm  biting  my  nails.  We're  just  this  close,"  says  Weinstock 

Cybex  workout  machines,  tanning  sa- 
lons, a  Western-style  emphasis  on  ser- 
vice, a  day-care  center,  and  in-house 
medical  staff,  Gold's  has  fired  up  the 
city's  fitness-starved  business  com- 
ABROAD       munity.  In  the  runup 

  to  February's  grand 

opening,  the  gym  has  been  taking  mem- 
bers at  reduced  rates,  which  include 
hefty  corporate  discounts.  Weinstock 
has  fielded  hundreds  of  calls  from  af- 
fluent Muscovites  and  expatriate  resi- 
dents, signing  up  more  than  400. 

OUR  OWN  THING: 

It's  a  perfect  fit: 
"Making  money 
while  having  fun" 


"I'm  bitir 
nails.  We're  ji  .,■ 
close  to  the 
says  Weinstocl 
gym's  bare-bo 
fice,  his  words 
drowned  out 
rattle  of  jackh;  • , 
and  the  roar  c 
torches  as  v, 
race  around  tl 
to  meet  the  (  t; 
deadline. 
DREAMS.  We 
was  merely  upi 
his  family's  in  - 
dent streak  w] 
ter  only  six 
of  employm 
chucked  his  c< 
able  marketin 
Moscow's  E 
Young  for  "pkl 
ta  dinners"  anc 
dreams.  Both 
stock's  paren 
also  boss-dodgf|jR 
mother,  a  fr<  m 
"  editor,   worki  j 
The  New  Yorker,  while  his  fathi 
his  own  small  consulting  firm 
stock's  brothers  are  writers.  "I 
to  do  my  own  thing,"  he  says.  "/| 
fact  that  it's  so  difficult  here  m; 
cess  that  much  more  rewarding. 

An  avid  sports  fan  who  cla 
would  join  a  pickup  basketbal 
anywhere,  Weinstock  got  the  u 
a  gym  venture  on  his  second 
Moscow.  An  expat  fraternity  I 
introduced  him  to  31-year-ol< 
Kuebler,  at  that  time  financial  c 
at  Andersen  Consulting.  "The  ' 
was  a  perfect  fit  for  both  of  us: 
money  while  having  fun,"  says 
stock.  Kuebler  had  been  at  Ar 
for  almost  eight  years  and  was  j 
for  something  more  ad  venture  i 

May,  1995,  he  brought  on  board  ;J 

...  i 

ian  friend  of  two  years,  Vladimir  r 
lik.  Then  things  really  began  to  1 
Weinstock  isn't  unique  in  th 
Russia.  Other  brash,  adrenaline-^ 
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BOLD  TROIKA: 

Grumlik,  Wein- 
stock, Kuebler 


ion  Xers,  both  Russians  and 
ers,  have  braved  the  chaos  and 
,  criminality  of  post-Soviet  Rus- 
llow  their  stars — opening  diners, 
leaters,  casinos,  and  even  banks, 
nsforming  the  city's  landscape 
rocess. 

•stock  and  his  partners  are 
he  few  entrepreneurs,  however, 
ved  quitting  their  jobs  without 
irity  of  prior  backing,  simply 
venture-capital  might  emerge  in 
save  them. 

gamble  paid  off.  But  raising 
ras  much  tougher  than  just  pass- 
hat.  Despite  a  licensing  agree- 
th  Gold's  and 
sat  business 
it  promised 
10%  return, 
_stors  in  ei- 
issia  or  the 
ok  the  bait, 
oposal  was  a 
at:  too  small 

big  funds 

big  for  the 
mes,"  says 

who  admits 

naively  ex- 
hings  to  fall 
ace  within 
months    of  ~ 
Andersen  last  October, 
/enture  seemed  doomed  when 
nmunists  swept  to  victory  in 
er's  parliamentary  elections,  just 
Weinstock  was  in  New  York 

investors.  Potential  financiers, 
wary  of  both  Russia  and  Wein- 
youth,  lost  interest  when  the 
of  communism  reappeared. 
TER.  The  partners  didn't  de- 
owever.  Smashing  open  their 
d  nest  eggs  of  about  $150,000— 
■ck  claims  that  even  his  high 
>all-boy  savings  went  into  the 
—and  with  a  little  help  from 
and  relatives,  they  persisted. 

Boston  real  estate  developer, 
nwealth  Property  Investors 
'tided  to  pump  in  a  cool  million 
ie  after  a  presentation  by  the 
iericans,  things  began  to  click, 
id  Paul's  character  was  crucial 
lecision.  They're  mature,  level- 
dedicated,  and  complement  each 
ell.  1  was  impressed  that  they 
heir  nest  eggs  on  this  project," 
i's  Moscow  rep,  Greg  Getshow. 
id  that  although  Gold's  was  not 
line  of  business,  it  was  excited 
dea. 

cpi's  $1  million  paving  the  way, 
r  private  investors  jumped  on 
a  Russian  among  them.  The 
partners  say  they  made  sure, 
r,  to  keep  a  controlling  interest 
tusiness,  which  is  registered  as 


an  offshore  company  in  Cyprus  with  a 
local  Russian  subsidiary. 

Keen  to  upstage  Reebok  Internation- 
al Ltd.  and  increase  its  visibility  in 
Moscow,  Nike  Inc.,  while  wary  of  spon- 
soring an  exclusive  gym,  agreed  to  build 
a  basketball  court,  on  the  condition  that 
it  be  made  available  on  demand  for  com- 
pany-sponsored sports  clinics  for  the 
young.  It  is  also  providing  staff  outfits. 

Investors  agree  that  the  Americans' 
fluency  in  Russian  helped.  More  impor- 
tant, their  extensive  contacts  with 
Moscow  officialdom  through  a  trustwor- 
thy local  partner  helped  seal  their 
backing.  Vladimir  Grumlik,  an  intense, 
no-nonsense  former 
athlete   who  once 

Osold  Nikes  in  Rus- 
sia's caviar  capital, 
Astrakhan,  got  to 
know  Moscow  offi- 
cials through  his 
earlier  business  ven- 
tures. He  has  been 
crucial. 

Grumlik  scoured 
Moscow  for  potential 
gym  sites,  helping 


COUNTDOWN  TO  PUMP-UP 


MAY,  1995  Kuebler  and  Weinstock  decide  to  launch  a 
health  club  in  Moscow,  where  they  had  met  six  months 
earlier  through  a  mutual  friend. 

NOVEMBER,  1995  First  commitment  by  private  investors 
follows  Weinstock's  prospecting  trip  to  the  U.S. 

DECEMBER,  1995  The  investors  back  off  when 
Communists  win  in  parliamentary  elections. 

JUNE,  1996  Yeltsin's  prospects  improve.  Boston's 
Commonwealth  Property  Investors  commits  $1  million. 
Other  investors  follow. 


kind  of  deal  that  in  Moscow  keeps  the 
mafia  at  arm's  length.  A  power-broker 
back  in  Soviet  times,  Spirin  is  cozy  with 
Moscow's  elite  and  knows  well  how  to 
make  things  happen  in  Russia. 

"On  Spirin's  recommendation,  we 
hired  a  security  firm  tied  to  the  former 
kgb,"  says  Kuebler.  "We  pay  them 
above-market  rates  plus  a  'consulting' 
fee,  and  they  make  sure  no  one  messes 
with  us."  The  cost  is  no  more  than  5% 
of  revenue. 

NO  POOL.  While  the  security  issue  may 
be  resolved  for  now,  the  partners  still 
have  plenty  to  worry  about.  Competi- 
tors have  then'  knives  out  for  the  brash 
American  upstarts.  "They're  just  a 
bunch  of  kids  with  no  experience,"  sniffs 
Olga  Antonova,  manager  of  their  biggest 
rival,  World  Class  Fitness,  which  has 
more  than  3,000  members.  Spurred  by 
Gold's  debut,  World  Class  has  spruced 
up  service,  extended  hours,  and  is  rush- 
ing to  open  a  new  gym. 

And  while  Gold's  equipment  might 
be  a  notch  above  its  competitors',  Gold's 
lacks  the  clincher — a  swimming  pool. 
Then  there's  the  cost:  A  year's  mem- 
bership, while  $500  cheaper  than  at 
many  rival  gyms,  still 
runs'  $2,500.  Says  Greek 
businessman  Konstanti- 
nos  Tsakonas:  "[Mem- 
bership in]  the  Gold's 
franchise  in  Cyprus  costs 
$600.  Why  "are  they 
charging  me  four  times 
more?"  Many  of  the 
city's  wealthy,  including 
expats,  prefer  working 
out  in  cheaper  Soviet- 
style  sports  clubs.  And 
while  the  partners  are 
chummy  now,  Russians 
have  been  known  to  fall 
out,  often  violently. 
Some  outsiders,  how- 


JULY  1, 1996  Four  days  before  Yeltsin  wins  the 
presidency,  the  partners  sign  a  25  year  conract  for 

f.®^  i^l*.*6.?^!!^-  °f  Y0Unf -Pi0neerS:   ever"  are  cautiously  opti- 

JULY  20, 1996  Construction  begins. 


mistic.  "This  city  could 
absorb  scores  more 
world-class  gyms.  If 
Gold's  doesn't  alienate 
Russians  by  being  too 
American,  it  could  take 


SEPTEMBER,  1996  Nike  agrees  to  be  a  sponsor  and  build 
a  basketball  court. 

OCTOBER,  1996  Club  starts  accepting  members. 

By  Nov.  20,  400  are  enrolled.  *"""*''  *"»  "„~~  7-"" 

______ ___L   off.    sa.Vs  Andrei  Ku- 

likov,  a  correspondent 

  for  the  Russian  sports 

daily,  Sport  Ekspress. 
Even  before  liftoff,  Weinstock  is 
amazed  by  what's  happened.  "I  never 
imagined  we'd  come  this  far,"  he  says. 
"When  I  can  have  a  cafe  latte  and 
watch  people  enjoying  themselves,  then 
I'll  finally  be  able  to  relax." 

Maybe.  But  if  members  sign  up  in 
droves  and  if  branches  appeal-  in  St.  Pe- 
tersburg and  Ukraine  as  planned,  Wein- 
stock shouldn't  count  on  relaxing  for  long. 
By  Vijai  Maheshwari  in  Moscow 


FEBRUARY,  1997  Scheduled  grand  opening. 

DATA:  BUSINESS  WEEK 

find  a  cnimbling  but  spacious  soccer  are- 
na belonging  to  the  Stadium  of  Young  Pi- 
oneers, a  now-privatized  wing  of  the  So- 
viet-era youth  organization.  They  got  the 
building  under  a  25-year  renewable  lease. 
"I  love  working  with  Paul  and  Jake. 
They're  more  responsible  and  farsighted 
than  the  Russians  I've  dealt  with,"  says 
Grumlik.  And  with  his  sports  mentor, 
Alexei  Spirin,  a  World  Cup  Russian  soc- 
cer referee,  he  helped  them  strike  the 
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My  Company 


BY  KEVIN  KELLY 


NOT  AS  EASY 
AS  ABC 


Training  your  workforce  is  never  simple. 
But  government  can  be  a  surprising  ally 

These  days,  it  seems  almost  impossible  to  boost  prof- 
its by  raising  prices.  Customers  simply  won't  pay 
more,  and  if  you  insist,  they  can  always  find  some- 
one to  sell  for  less.  So,  like  most  companies,  at  Emerald 
Packaging  Inc.  we  have  become  obsessed  with  boosting 
productivity.  If  we  could  make  our  plastic  bags  for  less 
money,  we  could  shave  prices  and  still  increase  profits. 

Many  companies  confront  this  conundrum  by  getting 
rid  of  people.  I  tried  it,  too.  In  May,  I  ordered  that 
three  vacancies  among  the 
mechanics  in  bag-making 
remain  unfilled.  We  quickly 
found  out  that  the  remain- 
ing mechanics  couldn't  fix 
the  machines,  relieve  bag 
packers  for  breaks,  and  still 
find  time  to  set  up  the  ma- 
chines for  new  jobs.  They 
complained  about  being 
overworked.  Production 
suffered.  By  late  June,  I 
relented  and  the  vacancies 
were  filled. 

Now  how  would  I  hike 
productivity?  Several 
months  later,  I  think  we're 
on  the  verge  of  an  answer, 
thanks  largely  to  an  unexpected 

ally — the  government.  Most  small-business  people  can't 
imagine  government  being  good  for  anything.  They 
think  it's  all  waste,  fraud,  and  taxes.  But  thanks  to  a 
coalition  of  local,  state,  and  federal  agencies,  we  are  fi- 
nalizing a  program  that  has  a  good  chance  of  boosting 
productivity  and  profits.  We're  entering  the  promising 
world  of  workforce  training. 

doors  OPEN.  I  had  always  thought  training  programs 
were  a  good  idea.  But  devising  one  seemed  almost  over- 
whelming. I  had  written  about  successful  employee- 
education  schemes  at  large  companies  such  as  Deere, 
Caterpillar,  and  Motorola  during  my  six-year  stint  as  a 
correspondent  in  business  week's  Chicago  bureau. 
Those  efforts,  though  inspirational,  provided  little  guid- 
ance for  a  company  such  as  ours  with  a  fraction  of  their 
resources. 

Then  I  got  lucky.  In  mid-June,  I  arranged  a  meeting 
with  the  economic-development  department  of  Union 
City,  Calif.,  our  home  base.  I  was  after  some  help  with 
California's  tough  environmental  laws.  Agency  director 


Susan  McCue  didn't  think  she  could  hi 
me  with  that  issue.  But  since  we  werm 
one  of  the  city's  bigger  employers  (wil 
all  of  95  workers),  she  offered,  unsolicB 
to  help  me  get  state  aid  to  train  our  I 
workforce. 

Suddenly,  doors  flew  open.  Susan  irH 
duced  me  to  a  person  from  California'* 
Employment  Training  Panel,  which  dia 
tributes  state  funds  for  the  training  pi 

  grams  of  midsize  and  small  companies! 

Most  states  have  these  kinds  of  progrl 
but  getting  the  money  isn't  easy.  You  I 
have  to  show  in  detail  what  courses 
you're  offering  and  then  account  for  em 
dollar  that  you  spend.  A  fellow  industry  executive  tcB 
me  that  the  application  took  him  80  hours  to  complefl 
Swamped  by  other  demands,  I  told  Susan  that  a  ffl 
mal  training  program  would  have  to  wait.  Not  to  woT 
She  matched  me  up  with  Bob  Wood,  who  organized  \ 
porate  training  programs  for  a  local  community  colle 
and  Leslie  Sims,  the  head  of  training  for  the  Comme 
Dept.'s  local  manufacturing  extension  center,  which  p 
vides  information  on  best  practices  to  small  business 
They  offered  to  assess  our  training  needs, 
velop  a  curriculum,  and  file  the  application 
free,  with  the  stipulation  that  the  commun 
college  do  the  teaching.  Fair  enough.  By  \i 
August,  Bob  had  surveyed  more  tha 
60  employees  on  their  tra: 
ing  preferences.  The  big  j 
ners?  English  as  a  Seconc 
Language,  math,  basic 
maintenance,  and  cross 
training  on  machines. 

There  was  only  one 
large  problem,  howeve: 
When  Bob  unveiled  his 
training  scheme  to  me  in 
mid-October,  I  realized  I 
would  have  had  to  nearly  si 
down  Emerald  Packaging's  0] 
ations  to  achieve  everything  hi 
had  laid  out.  It  wasn't  Bob's  fau 
had  suggested  that  he  develop  six  courses,  including  I 
math,  team-building,  and  technical  classes.  To  meet  th 
state's  complex  rules  about  the  mix  of  training  course 
we  would  end  up  with  almost  three  solid  weeks  of  cla 
work. 

By  early  November,  we  were  revamping  the  curric 
lum.  Leslie  and  Bob  insisted  we'd  be  a  shoo-in  for  fui 
ing  once  we  decided  what  to  offer.  Our  current  plan: 
cut  back  on  the  ESL,  drop  math,  and  concentrate  on 
cross-training  and  technical  skills,  the  classes  that  pa< 
the  most  productivity  punch. 

I'd  love  to  offer  the  other  classes,  too.  And  perha] 
someday  we  will.  Since  boosting  productivity  and  pr 
its  was  the  original  motive  for  training,  teaching  pec 
to  run  their  machines  better  seems  like  a  good  place 
to  start. 


Kevin  Kelly,  a  former  BUSINESS  WEEK  writer,  is  an 
officer  at  Emerald  Packaging  in  Union  City,  Calif 
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At  Your  Service 


THE  HEAVY  BURDEN 
OF  LIGHT  FINGERS 

Trust  doesn't  keep  employees  from  stealing;  prevention  does 


HI 
I 
I 


Chris  Daniel  used  to 
treat  employees  like 
family.  That  is,  until 
his  bookkeeper  al- 
legedly swiped  $122,000 
from  his  company's  coffers, 
which,  he  says,  nearly  put 
him  out  of  business.  To  cov- 
er the  loss,  Daniel  had  to 
cut  his  own  salary  by  25%, 
lay  off  five  employees  in  his 
eight-person  operation,  and 
take  out  a  second  mortgage 
on  his  home.  "It's  like  a 
marriage  breaking  up  over 
an  infidelity,"  he  says.  "I  was 
angry,  and  deeply  hurt." 

Unfortunately,  what 
Daniel  says  happened  at  his 
small  Charlotte,  N.C.,  ad- 
vertising ft™  isn't  that  rare, 
except  that  in  his  case  it  re- 
sulted in  state  criminal 
charges — specifically,  larce- 
ny by  employment.  (The 
bookkeeper,  arrested  in  Oc- 
tober, 1995,  has  not  yet  en- 
tered a  plea.  Her  lawyer  de- 
clined to  comment.) 
BIG  BITE.  In  need  of  an  easy 
cash  fix — or  just  some  way 
to  get  back  at  the  boss — a 
growing  number  of  workers 
are  ripping  off  their  employ- 
ers these  days,  according  to 
business  security  experts. 
The  abuses,  which  range 
from  looting  office  supplies 
tu  embezzling  corpnrato 
funds,  cost  employers  6%  of  revenues 
every  year,  estimates  the  Association  of 
Certified  Fraud  Examiners,  an  Austin 
(Tex.)-based  trade  group. 

While  most  experts  believe  that  em- 
ployee theft  is  a  growing  problem  for 
all  businesses,  smaller  companies  are 
more  vulnerable  to  its  effects.  A  Fraud 
Examiners'  study  of  over  2,000  cases 
handled  by  its  members  found  small 
businesses  suffered  a  median  loss  of 
$120,000  per  incident.  The  figure  for 
companies  with  10,000  or  more  em- 
ployees— firms  presumably  better  able 
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to  withstand  the  loss — was  just  $6,000 
higher. 

Obviously,  startup  operations  have 
fewer  resources  to  protect  themselves 
with.  They  generally  don't  screen 
prospective  employees  very  thoroughly, 


either.  (It  has  been  esti- 


EMPLOYEE  FRAUD 


stance,  are  not  requi 
the  Securities  &  Ex 
Commission  to  prep 
annual  audited  ftnancia 
ment,  so  many  smal 
nesses  don't  hire  an 
accountant  to  revievfe;; 
books  at  the  end  of  th 
Instead,  they  let  the 
ny  bookkeeper  do  it. 
almost  an  open  invita 
steal,"     says  Bar 
Schwartz,  president  o 
sion  Strategies  Inter 
al,  an  investigative  c 
ing    firm    in  New 
"Every  company  ne 
third  party  to  monit  in 
books  periodically" 

What  puts  small  con 
especially  at  risk,  ho 
is  the  high  level  of  trui^, 
exists  between  owne 
employees.  When  Douj 
Slothower,  presiden 
chief  executive  officer 
National  Potato  Pro) 
Board  in  Denver,  first 
that  a  field  represer 
had  falsified  account 
stolen  $135,000  froi 
organization,  he  didn' 
to  believe  it.  "We  all 
him.  He  was  well  lw 
was  devastating.  W< 
didn't  understand  w 
would  do  this  to 
Slothower  says.  The  fi<  ^  ■ 
went  to  prison  after 
ing  guilty  to  forgery. 

Often,  small-business  owners 
gate  a  lot  of  responsibility  to  a 
few.  One  employee  will  frequent] 
die  several  different  jobs — ac< 
payable  and  accounts  receivab 
instance — so  there; 


SSI 


mated  that  30%  of  all    tie  separation  of  ij 


fraud  losses  could  have  been  avoided  if 
proper  employee  background  checks 
had  been  done.)  Nor  do  most  small 
businesses  have  sophisticated  account- 
ing controls  in  place. 

Privately  held  companies,  for  in- 


And  that  creates  more  temptatn 
wrongdoing.  "No  matter  how  mu 
trust  your  employees,  you  h£ 
monitor  their  activities — or  at 
make  employees  think  that  yoil). 
says  Thomas  W.  Golden,  who  (h 


100SING  THE  RIGHT 
STIREMENT  PLAN 
PARTS  WITH  CHOOSING 
ROWE  PRICE 


ipreneurs  and  sole  proprietors  have 
al  needs  when  it  comes  to  retire- 
planning.  And  running  a  business 
lbly  doesn't  leave  you  the  time  to 
rch  your  options  as  thoroughly  as 
night  like.  T.  Rowe  Price  can  help. 

an  help  you  make  the  right 

:e.  Our  retirement  specialists 
lelp  you  choose  the  plan  that's 
suited  for  your  business  and  your 
term  retirement  goals.  We  can 
you  select  a  tax-advantaged  plan 
Adll  work  for  you  today  while 
ing  a  successful  retirement  for 
omorrow. 

Rowe  Price  was  a  pioneer  in  offer- 
itirement  plans,  and  we  continue 
a  leader  today.  We  currently  man- 
ver  $28  billion  in  retirement  plan 
>  for  some  of  America's  largest — 
mallest — corporations.  A  single 
ree  call  puts  you  in  touch  with 
lpressive  range  of  investment 
ns  from  our  family  of  100%  no- 
mutual  funds. 

mr  retirement  expertise  to  work  for  you.  Respond  today.  Take  the  next  step 

d  finding  the  retirement  solution  that's  right  for  you  and  your  business.  Our  retirement 
alists  are  available  to  answer  your  questions.  Request  a  prospectus  with  more  complete 
nation,  including  management  fees  and  other  charges  and  expenses.  Read  it  carefully 
e  you  invest  or  send  money. 

For  more  information  on  these  plans, 
call  and  speak  with  a  retirement  specialist  today 

1-800-831-1456 


T.  Rowe  Price  SEP-IRA  is  inexpen- 
sive  and  easy  to  set  up  and  maintain. 
No  IRS  filing  is  required,  and  you  can 
make  tax-deductible  contributions  of 
up  to  15%  of  your  compensation  or 
$22,500,  whichever  is  lower* 

T.  Rowe  Price  Simplified  Keogh® 

allows  you  to  maximize  your  contribu- 
tions. You  may  be  able  to  contribute 
as  much  as  25%  of  your  compensation 
or  $30,000,  whichever  is  lower.  * 

T.  Rowe  Price  401(k)  Century  Plan® 

is  a  cost-effective  way  to  provide 
today's  most  popular  retirement  plan  to 
your  employees.  This  plan,  like  our 
SEP-IRA  and  Simplified  Keogh,  gives 
you  access  to  one  of  the  nation's  largest 
families  of  no-load  mutual  funds. 


Invest  With  Confidence 

T.RoweRice 


nt  lax  law,  the  maximum  amount  of  compensation  that  can  be  used  in  determining  contributions  is  $150,000.  T.  Rowe  Price  Investment  Services.  Inc.,  Distributor. 
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Coopers  &  Lybrand's  litigation  and 
claims  practice  in  Indiana,  Ohio,  and 
Kentucky.  That  might  not  be  as  hard  it 
seems.  The  most  feared  agency  of  the 
government  is  the  Internal  Revenue 
Service,  notes  Golden,  yet  less  than 
1%  of  individual  tax  returns  are  actu- 
ally audited  every  year. 

Uncovering  an  employee  theft  fre- 
quently happens  by  accident.  Ron 
Knight,  the  owner  of  a  construction 
business  in  Gilbert,  Ariz.,  never  re- 
viewed his  monthly  bank  statements. 
He  let  the  bookkeeper  do  that.  But 
one  day  when  she  was  out  to  lunch, 
he  just  happened  to  open  the  mail.  He 
saw  a  canceled  check  for  $1,000 — made 
out  to  her.  Knight  did  some  digging 
and  soon  learned  that  his  bookkeeper 
had  siphoned  $20,000  of  the  company's 
money  since  she  had  joined  the  compa- 
ny six  months  earlier.  In  August,  she 
pleaded  guilty  to  two  counts  of  theft 
and  was  sentenced  to  a  year  in  jail. 
POSITIVE  SPIN.  Not  all  cases  are  that 
easy.  Forensic  accountants,  fraud  ex- 
aminers, and  security  consultants  can 
help  root  out  the  problem — and  the 
employee  masterminding  it  all — as  well 
as  assist  with  the  installation  of  some 
safeguards  to  prevent  the  crime  from 
recurring.  "To  uncover  a  theft  in  the 
factory  or  a  store,  you  might  need  to 
place  an  undercover  agent 
amidst  the  employees,"  says  Ira 
Lipman,  president  of  Guards- 
mark,  a  security  consultant  in 
Memphis,  "or  install  closed-cir- 
cuit TVS." 

One  Midwest  manufacturer, 
for  example,  found  company 
products  mysteriously  appear- 
ing in  junkyard  sales  across  the 
country — at  very  cheap  prices. 
Management  quickly  hired  a 
team  of  experts  to  monitor  em- 
ployees at  its  production  and 
distribution  centers.  Ultimately, 
that  led  them  to  an  abandoned 
warehouse  that  was  stocked 
with  parts  stolen  from  the  com- 
pany— as  well  as  parts  lifted 
from  three  other  manufacturers. 
The  investigation  led  to  crimi- 
nal charges  and  convictions. 

But  will  security  procedures 
ruin  the  close-knit,  family  feeling 
that  most  small  businesses 
strive  to  maintain?  Not  neces- 
sarily. Obviously,  you  don't  want 
to  create  an  environment  in 
which  employees  feel  that  Big 
Brother  is  always  watching.  But 
most  employees  are  savvy 
enough  to  realize  that  some 


At  Your  Service 


checks  and  balances  are  standard  op- 
erating procedure.  "People  are  used  to 
seeing  some  sort  of  control,"  says  An- 
thony J.  Ridley,  general  auditor  for 
Ford  Motor  Co.  and  chairman  of,  the 
Institute  of  Internal  Auditors,  a  trade 
organization  in  Altamonte  Springs,  Fla. 
"Even  in  the  supermarket,  customers 
know  that  when  a  cashier  makes  an 


ployees  that  these  are  signs  t^ 
company  is  becoming  a  playefl 

Bart  Schwartz.  "It's  another  wl 
you  are  professionalizing  the  com 
Owners  should  touch  on  the  I 
fraud,  of  course.  But  don't  ap 
an  employee's  sense  of  moral 
never  works,"  says  Joseph  T.  ~\ 
former  FBI  agent  and  the  chaii 


JUST  CHECKING:  Security  measur( 
need  not  destroy  the  close-knit 
family  feeling  many  small 
businesses  strive  to  maintain 


overring,  she  can't  just  correct  it.  A 
manager  must  be  called  over  to  sign  off 
on  the  error." 

Business  owners  can  ease  employ- 
ees' suspicions  by  putting  a  positive 
spin  on  the  situation.  Don't  simply  tell 
employees  that  you're  installing  a  new 
accounting  or  inventory  control  system 
in  an  effort  to  prevent  fraudulent  ac- 
tivity. Rather,  explain  that  the  need  for 
these  tactics  has  arisen  because  the 
company  is  growing  and  expanding. 
"Management  needs  to  convey  to  em- 


Fighting  Fraud 

ESTABLISH  A  WRITTEN  CODE  OF  ETHICS.  It's 
management's  job  to  set  the  tone,  not  the  employ 
ee's.  Be  clear  about  which  uses  of  company 
resources  you  view  as  theft. 

KNOW  WHO  YOU'RE  HIRING.  Search  criminal 
records  at  the  courthouse.  A  credit  check  can 
reveal  a  lot  about  a  person's  character  and  possi- 
ble financial  pressures. 

SEPARATE  JOB  FUNCTIONS.  Don't  let  the  per- 
son balancing  the  books  write  the  checks.  Rotate 
jobs.  Have  an  outside  accountant  review  opera- 
tions periodically. 

WATCH  OUT  FOR  IDIOSYNCRASIES.  A  book 
keeper  shouldn't  drive  a  Porsche.  Persistent  late 
hours  and  no  vacation  are  suspicious. 

SET  UP  A  HOT  LINE.  An  outside  subscriber  ser- 
vice like  the  National  Association  of  Certified 
Fraud  Examiners'  ethics  line  can  handle  the  calls. 

EXAMINE  THE  BANK  STATEMENTS.  Look  for 
checks  made  out  to  the  same  person  repeatedly 
and  payments  to  unknown  vendors. 

MOTIVATE  EMPLOYEES.  Tie  a  portion  of  com- 
pensation to  reducing  inventory  shrinkage  and 
make  sure  you  haven't  built  in  incentives  to  cheat 


the  Association  of  Certified  Fr; 
aminers.  "Tell  them  how  mue 
costs  and  how  it's  going  to  affe 
paycheck." 

If  you  use  these  safeguards 
theft  has  taken  place — which  i 
all,  when  most  small  businessi 
on  the  antifraud  bandwagon— 
to  speak  openly  about  the  si 
You  may  not  want  to  identify  t 
(for  legal  reasons),  but  you  & 
should  tell  your  staff  what  ha 
says  Stephen  E.  Silver,  world wi 
aging  director  of  businesj 
risk  services  for  Arthur 
sen  &  Co.  Most  of  th 
figure  it  out  for  the 
anyway. 

And  what  of  the  thief? 
very  least,  the  person  sh 
terminated — immediate! 
small  businesses  press  c' 
charges,  too.  Not  becaus 
necessarily  want  to  see  tj 
prit  do  jail  time,  but  b: 
they  want  their  money  bi 
Still,  some  owners  willi 
file  a  police  report  becaus 
cases  take  time  and  m> 
both  of  which  are  in  sho 
ply  in  an  entrepreneurial 
tion.  What's  more,  many 
businesses  are  skittish 
getting  bad  press.  Once  1 
uation  is  made  public,  th 
it  will  reflect  badly  on  § 
the  eyes  of  their  cust 
their    vendors,  even 
lenders.  Some  fear — no 
how  guilty  the  employe 
that  it  will  appear  as 
management  simply 
minding  the  store. 

By  Barbara 
in  Ne\ 
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When  it  comes  to 
esigning  the  perfect  copiers 

for  small  business, 
we  take  it  very  personally. 


LniMiMM    1                                         PP.  7on 

THE  CANON  PC  700  SERIES 

At  Canon,  helping  small  business  work  more  efficiently  is  something  we  don't  take  lightly.  That's  why  we  designed  the 
Canon  PC  700  Series.  Each  has  many  advanced  features  to  maximize  productivity  while  minimizing  down-time. 
The  PC  700  Series  provides  zero  warm-up  time  and  auto  shut-off  for  energy  efficiency,  as  well  as  a  250-sheet  front-loading 
paper  cassette.  But  the  PC  700  Series  has  two  other  features  that  we  personally  think  are  the  best  in  the  business  -  our 
Single  Cartridge  System  and  our  On  Site  Service.  Since  just  about  everything  that  can  run  out  or  wear  out  is  in 
our  Single  Cartridge  System,  it  provides  virtually  maintenance-free  copying.  And  should  your  copier  happen  to  need 
service,  our  free  On-Site  Service  will  come  to  your  office,  and  fix  it  on  the  spot.  For  a  limited  time,  we'll  even  give  you 
a  free  cartridge  good  for  approximately  3,100  copies  when  you  buy  any  PC  700  Series  model,4  including  the  PC  710, 
PC  720,  PC  730,  PC  740  and  PC  770.  All  of  which  make  these  Canon  Personal  Copiers  perfect  for  your  small  business. 
For  more  information  call  1-800-OK-CANON  anytime,  or  visit  us  at  http://www.usa.canon.com  on  the  Web. 


PC  710 


PC  730 


PC  740 


PC  770 


Canon 


ills  for  On-Site  Service  inside  carton.  On-Site  Service  good  for  one  year  from  date  of  purchase.  Warranty  One  Year  Limited  Parts  and  Labor.  "Free  cartridge  offer  1 1/1/96  -  12/31/96.  Does  not  include  PC  790. 


ENTERPRISE 


Downtime 


I'LL  FAX, 
YOU  FROLIC 


At  some  resorts,  entrepreneurs  work  while  the  family  plays 


■  n  his  former  life  as  a  bank  vice- 
I  president,  H.  Michael  Tyson  II 
I  thought  nothing  of  taking  time  off 
with  his  wife  and  two  children. 

Not  anymore.  "It's  scary,"  says 
the  now-owner  of  Tuxedo  Co.,  a 
three-store  chain  that  rents  and  sells 
formal  wear  in  Texas  and  Louisiana. 
"If  something  happens  while  you're 
away,  it's  your  livelihood  that's  at 
stake." 

What  to  do?  Keep  everyone 
home?  Send  the  family  away?  How 
about  a  compromise:  a  place  where 
both  nail-biting  entrepreneurs  and 
their  families  can  truly  relax.  A 
handful  of  resorts  around  the  coun- 
try offer  complete,  virtual-office  busi- 
ness services  at  negotiable  rates 
alongside  thoroughly  engaging  chil- 
dren's programs.  That  allows  guests 
to  stay  on  top  of  everything  back 
at  the  company — from  inventory  to 
cash  flow — without  interrupting  their 
kids'  fun.  "That  kind  of  place  would 
make  me  less  apprehensive,"  says 
Tyson. 

AT  YOUR  SERVICE.  The  Sheraton  Bal 
Harbour  Beach  Resort  just  north  of  Mi- 
ami Beach,  for  example,  has  a  TRAVEL 


4  p.m.  The  program,  which  costs  $15 
for  a  half  day  or  $30  for  a  full  day,  fea- 
tures a  rich  menu  of  swimming  and 
beach  activities,  since  the  resort  is 
oceanside  and  surrounded  by  la- 


business  center  equipped  with    goon-style  pools  and  waterfalls. 


faxes,  modems,  telephones,  computers, 
and  an  on-call  support  staff  that  will  do 
everything  from  transcription  to  trans- 
parencies, says  Mary  Malisse,  the  cen- 
ter's coordinator.  Sample  cost:  The  quot- 
ed rate  for  a  computer  workstation  is 
$30  per  hour  and  for  a  printer,  $28. 

While  Mom  and  Dad  pound  a  key- 
board, the  Bal  Harbour's  Kids  Club  can 
care  for  5-  to  12-year-olds  from  9  a.m.  to 


The  Arizona  Biltmore  offers  super- 
vised fun  in  the  sun,  too.  Set  on  39 
acres  in  Phoenix,  the  resort  is  sur- 
rounded by  five  heated  swimming  pools, 
eight  tennis  courts,  and  two  18-hole  golf 
courses.  A  Kids  Kabana  flanks  a  92-foot 
water  slide  and  welcomes  youngsters  4 
to  12  years  old  from  8  a.m.  to  6  p.m. 
While  developments  at  the  office  may 
divert  parents  to  the  Biltmore's  fully 


■ 

i 


\ 

equipped  business  center  (fax  tr^ 
tal,  mailing,  binding,  typing,  and  )\ 
services  are  available  along  witlc 
puter,  printer,  and  cellular-fe 
rentals),  the  kids  can  swim,  putt  | 
green,  and  play  tennis.  The  pr 
costs  $7  per  hour,  $25  for  a  hap 
or  $50  for  a  full  day  and  offers 
crafts,  computer  games,  and  moj 
alternatives  to  outdoor  activities! 

For  a  working  vacation  on  the  j 
this  winter,  look  into  the  Hyatt  Rjt ; 
Beaver  Creek.  Eight  miles  west  <  r 
Colo.,  the  Beaver  Creek  Hyatt 
business  center  with  everything 
Scotch  tape  to  a  digitizing  scanne  | 
there's  Camp  Hyatt,  featuring  ac 
such  as  snow  sculpting  and  sleigh  V 
BIG  draw.  "We  are  very  conscil 
businesspeople  who  bring  their  i 
says  Robert  Dallain,  Beaver  Csr 
general  manager.  So  if  Mom  or 
gets  hung  up  making  a  conferenl; 
or  faxing  off  a  proposal,  their  cm, 
can  scamper  through  the  snovucj 
scavenger  hunt  or  decorate  cookie* 
the  pastry  chefs  in  the  Hyatt's  k:| 
Participation  in  Camp  Hyatt,  w  j 
open  every  day  to  children  age .' 
12  from  9  a.m.  to  10  p.m.,  has  grcf 
300%  since  it  was  started  five  i 
ago.  Prices  range  from  $7  to  $1 
child,  depending  on  the  duratic  j 
type  of  activity  planned. 

For  bargain  room  rates  at  th< 
sorts,  ask  about  special  family  pac 
especially  during  off-peak  busine 
riods,  such  as  the  Christmas  hoi 
Also,  try  to  negotiate  daily  or, 
yet,  weekly  rates  for  services  andf 
ment  used  in  the  business  ce 
Rates  are  far  steeper  by  the  hov 
the  faxed,  typewritten,  or  coj: 
For  instance,   the   Hyatt  Rt 
charges  a  low  of  100  and  high  of  2 
page  for  copies,  while  the  Biltmor- 
runs  $100  a  day  or  $200  a  week. 
Working  on  vacation  is  far  fror ; 


one's  but  a  workaholic's  ideal.  Bin 


the  right  business  services  and  2 
for  the  kids,  it's  possible  to  get 
and  get  ahead — at  the  same  \ 
By  Kate  Murphy  in  H(\~. 
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Vacation  Spots  that  Take  Care  of  Business-and  Children 


THE  ARIZONA  BILTMORE 

24th  Street  &  Missouri 
Phoenix,  Ariz.  85016 
800  950-0086 
602  955-6600 
$1204395  single  or  double 
$30042,800  for  suites 


SHERATON  BAL  HARBOUR 
BEACH  RESORT 

9701  Collins  Ave. 
Bal  Harbour,  Fla.  33154 
800  325-3535 
305  865-7511 
$1204320  single  or  double 


HYATT  REGENCY 
GRAND  CAYMAN 

Seven  Mile  Beach 
Grand  Cayman, 
British  West  Indies 
800  233-1234 
809  949-1234 
$1904385  single  or  double 


MEAD0W00D  RES0R1 

900  Meadowood  Lane 
St.  Helena,  Calif.  94574 
800  458-8080 
707  963-3645 
$2804490  single  or  doub 

*  Rates  are  daily  and  vary  accordir 
to  season  and  room  type 
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OUG  TENNAPEL  IS 
OT.  ASK  YOUR  KID 

computer  game  The  Neverhood  could  be  another  megahit 


e  looks  and  acts  like  a  gawky 
teenager  with  too  much  energy. 
He  constantly  paces  his  compa- 
ny's offices  looking  for  things  to 
opping  to  change  a  compact  disk 
y  a  few  rounds  of  the  video  game 
n  II.  He  slumps  his  lanky,  6-foot- 
frame  uncomfortably  into  a  chair, 
slides  off  and  curls  up  on  the  floor 
id.  There's  graffiti  everywhere, 
n  toys  spill  out  of  a  closet.  Down- 
in  the  so-called  conference  room, 
used  conference  table  sits  in  one 
|  an  unmade  bed  in  another. 
It  Douglas  R.  TenNapel  of  The 
•hood,  a  Mission  Viejo  (Calif.)  corn- 
game  company.  The  30-year-old 
and  animator  is  a  hot  property, 
nly  does  his  outfit  have  a  multi- 
a-dollar  deal  to  develop  three 
j  for  DreamWorks  Interactive  but 
ipel  is  also  executive  producer  of 
Saturday  morning  cartoon  shows 
ing  characters  he  created,  and  he 
igned  a  contract  to  write  a  series 
s'  books  for  Scholastic  Inc.  Says 
Perry,  president  of  Shiny  Enter- 


tainment Inc.,  a  game  company  where 
TenNapel  used  to  work:  "Everything 
he  does  is  completely  original." 

The  Neverhood  is  more  than  just  Ten- 
Napel's  company.  It's  a  dreamworld  he 
has  been  creating  for  years.  It  took  root 
in  his  imagination  and  sketchbooks,  then 
became  a  series  of  paintings  in  a  1988  art 


THE  TENNAPEL  CHRONICLES 

NAME  Douglas  R.  TenNapel 


AGE  30 


EDUCATION  BFA,  Point  Loma 
Nazarene  College,  1988 

COMPUTER  GAMES  Earthworm 
Jim  (Playmates  Toys);  The  Never- 
hood (DreamWorks  Interactive) 

TV  SHOWS  Earthworm  Jim  (WB 
Network);  Project  G.eeK.eR.  (CBS) 

BOOKS  The  Strange  Kid 
Chronicles  (Scholastic,  1997) 


show.  Last  year,  with  three  tons  of  clay, 
TenNapel  (the  name  is  Dutch)  started 
building  his  kingdom  and  its  puppet  pop- 
ulation. The  final  product  emerged  last 
month:  a  clay  animation  computer  game, 
The  Neverhood,  in  which  gamers  solve 
puzzles  to  guide  the  hero,  Klaymen,  in 
his  quest  for  the  meaning  of  life.  It's  the 
first  game  published  by  DreamWorks  In- 
teractive, a  joint  venture  of  Microsoft 
Corp.  and  DreamWorks  SKG,  the  compa- 
ny formed  by  Steven  Spielberg,  Jeffrey 
Katzenberg,  and  David  Geffen. 

It's  too  early  to  tell  if  The  Neverhood 
will  be  a  megahit  like  TenNapel's  Earth- 
worm Jim,  created  two  years  ago  for 
Shiny.  Jim  and  its  sequel,  both  put  out 
by  Playmates  Toys  Inc.,  sold  2  million 
copies,  worth  more  than  $100  million  at 
retail.  Jim,  a  sort  of  idiot-savant  super- 
hero, was  reincarnated  as  a  toy  by  Play- 
mates, a  comic  by  Marvel,  and  an  un- 
derwear line  by  Fruit  of  the  Loom. 
Now  he  lives  on  as  a  Saturday  morning 
cartoon,  in  its  second  season  on  Time 
Warner  Inc.'s  wb  Network. 

Jim  gave  TenNapel  the  confidence  to 
strike  out  on  his 


THE  'MAYOR' 

TenNapel  is  The 
Neverhood's  key 
creative  force, 
but  every 
employee  is  an 
owner  and  gets 
sizable  royalties 


own.  "I  was  tired 
of  bitching  about 
the  way  the  previ- 
ous places  where 
I'd  worked  were 
run,"  he  says. 
"And  I  knew  we 
could  make  a  real- 
ly good  living  if  we 
came  up  with  in- 
credible games." 
So  last  year,  he  quit  Shiny  and  rounded 
up  seven  friends  he  had  met  at  previous 
jobs:  some  from  Virgin  Interactive,  some 
from  Blue  Sky,  and  some  from  Shiny. 
Like  him,  four  of  the  seven  had  attended 
Point  Loma  Nazarene  College,  an  evan- 
gelical Christian  school  in  San  Diego. 
"INCREDIBLY  LOYAL"  The  result  was  The 
Neverhood,  which  remedies  his  biggest 
gripe  with  game  companies:  Artists  and 
programmers  do  the  work,  and  the  own- 
er gets  the  profits.  Every  employee  is  an 
owner;  TenNapel  has  the  biggest,  but 
not  a  majority,  share.  Each  collects  roy- 
alties at  a  rate  more  than  five  times 
what  other  companies  pay.  "I  think  a 
successful  business  has  to  have  incredibly 
loyal  employees,"  explains  TenNapel,  who 
has  offered  $1,000  to  any  headhunter 
who  can  lure  one  of  his  Mends  away. 

As  soon  as  TenNapel  left  Shiny,  of- 
fers poured  in.  Katzenberg,  while  still 
at  Walt  Disney  Co.,  had  tried  to  buy  the 
Earthworm  Jim  character,  and  Spiel- 
berg-'s  son  loved  the  game.  So  that  deal 
was  a  natural.  And  cbs  Inc.  was  so  eager 
to  get  a  show  from  TenNapel  it  signed 


This  announcement  is  not  an  offer  to  buy  or  sell  securities.  Offers  are  made  by  prospectus  only. 

Introducing 
GMAC  SmartNotes 

A  new  investment  option  for  individual  investors. 
SmartNotes  are  typically  available: 

•  at  par  in  denominations  of  $1,000 

•  in  a  variety  of  maturities  and  interest  payment  options 

•  with  a  survivor's  option  allowing  an  investor  flexibility  for  estate  planning 

•  with  rates  announced  on  Friday,  published  in  the  Wall  Street  Journal  on 
the  following  Monday,  and  typically  available  until  Thursday 

SmartNotes  are  offered  only  by  prospectus  through 
The  Chicago  Corporation 

A.G.  Edwards  &  Sons,  Inc. 

Edward  D.  Jones  &  Co. 

Prudential  Securities  Incorporated 
Smith  Barney  Inc. 
and  other  participating  brokers/dealers  throughout  the  United  States. 

GMAC 

FINANCIAL  SERVICES 

http://www.direct-notes.com/gmac  or  www.gmacfs.com/invest 

Always  check  weekly  offers  and  read  the  prospectus  before  making  an  investment  decision. 
©1996  GMAC  All  Rights  Reserved. 


USA  Credit  card  holders  may  call 

TOLL-FREE  800-247-2570 

In  Iowa  800-362-2860.  Ask  Operator  1 8  for  Dept  BC37 
We  honor  AmEx/Diners/Visa/MasterCard 


Gold 
blocking 
of  your 
full  name 
acid  $4.75. 
Plannei  size 
6 '/,"  x  3%"  x  '/," 


The  1997  Business  Week  Pocket  Planner. 

Made  by  British  craftsmen  -  and  available  in  your  choice  of  colors:  classic  black 
or  rich  burgundy  -  this  slimline  pocket  planner  offers  true  value  for  the  money. 
Boasting  a  13-month  calendar,  week-to-view  appointments'  pages,  and  a  useful 
business/travel  information  section,  it's  the  planner  you  should  be  using. 

To  Order:  Make  check  payable  to  BUSINESS  WEEK  PLANNER  and  mail  to 
DEPT.  BC37,  R0.  Box  1597,  Fort  Lee,  NJ  07024  U.S.A.  Enclose  separate  sheet 
with  color  choice,  personalization  requirements  and 
delivery  details.  N.J.  residents  add  6%  Sales  Tax. 
U.K.  residents  please  add  V.A.T.  Full  refund  if  not 
completely  satisfied  with  materials  and  workmanship. 


For  customization  options  and  special  discounts  on  larger  quantities  call  Amanda  Kane  at  201-461-0040,  or  fax  to  201-461-9 


People 


ii 


up  for  Project  G.eeKeR.,  which  feares 
a  humanoid  with  transformative  peel's, 
even  before  it  found  a  studio  to  prouce 
it.  The  show,  which  TenNapel  deveped 
outside  of  his  company,  debuted  in,ep- 
tember  and  is  No.  3  among  cbs's  dien- 
plus  Saturday  morning  kids'  shows 

The  Neverhood  is  run  as  a  parjei- 
ship:  The  books  are  open,  and  eveifrne 
votes  on  how  money  is  spent,  '"an- 
agement'  is  a  dirty  word  here,"  v 
Mark  Lorenzen,  a  background  artisfvf: 
met  TenNapel  on  their  first  day  at  jjbit 
Loma  Nazarene,  in  Drawing  100.  "Viv 
all  basically  equals,  including  Dougir 
that's  the  way  he  wanted  it."  Still, 
Napel  is  clearly  in  charge.  "You  rght 
look  at  Doug  and  think  he's  wackjbni 
when  it  comes  to  running  a  commy 
he's  got  tremendous  personal  andoro- 
fessional  integrity,"  says  DreamWk- 
Interactive  President  Glenn  Entis. 
BORN  AGAIN.  Given  TenNapePs  qifh 
characters  and  oddball  humor  (his  asi- 
ness  card  reads  "mayor"),  it  comess  i 
surprise  when  he  reveals  he  is  a  m 
servative,  born-again  Christian"  andha! 
The  Neverhood  is  "the  account  otb 
fall  of  man."  Says  TenNapel:  "We  riiv! 
start  out  to  make  a  Biblical  parable 
all  the  inputs  in  our  lives  start  potiru 
out  into  what  we  make."  Lorenzen.irhi 
helped  write  the  story,  figures  "ir$x 
half  the  people  who  play  the  gamt^;! 
see  the  Biblical  paradigm." 

What  may  hurt  the  game's  popult 
is  not  its  scriptural  roots  but  the'ac 
that  it's  not  a  shoot-'em-up  like  o; 
blockbusters.  On  the  other  hand,  sesra 
reviewers  have  compared  it  to:h. 
megahit  Myst — but  with  humor.  I  sa 
era  of  glitzy  graphics.  The  Neverhwi; 
handmade  quality  also  stands  apartAi 
ter  fashioning  clav  characters  and 
TenNapel  &  Co.  shot  57,302  fram;  o 
stop-motion  animation — 10  times  as  wn; 
as  in  a  typical  hand-animated  gameB; 
summer,  the  team  was  putting  in  ,00 
hour  weeks.  TenNapePs  wife  of  six  jirs 
Angie,  the  company's  business  mar^e 
and  receptionist,  says  one  of  heijoi 
perks  is  getting  to  see  her  husbanci 

TenNapel  won't  breathe  a  word  ; 
The  Neverhood's  second  game,  di 
be  pitched  to  DreamWorks  in  eariy> 
cember.  Instead,  he  picks  up  the  1  ( 
of  30  hardbound  sketchbooks  and  i 
through  it.  "There  are  10  years'  w 
of  characters,  worlds,  and  stories  h  i 
he  says.  "And  now  that  the  p 
wants  my  stuff,  I'm  sure  I  can  mi 
living  at  it."  With  all  the  high-pi 
media  companies  he  has  lined  up  si 
it  should  be  a  pretty  good  living  at  >a 
By  Larry  Armst^, 
in  Mission  Viejo,  Cm 
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Only  the   Best  Play  PGA  TOUR 


PGA  TOUR®  clothing  and  accessories  are  available  at  better  golf  shops,  department  and  specialty  stores. 

PGA  TOUR  LICENSED  MANUFACTURERS:  Sun  Mountain  Sports,  Fownes  Golf,  PGA  TOUR  Apparel,  Wigwam  Mills,  Team  Effort,  Burton  Golf 


Media 


COMMENTARY 

By  Elizabeth  Lesly 

SELF-CENSORSHIP  IS  STILL  CENSORSHIP 


In  the  past  few  weeks,  we've  seen 
it  again  and  again:  A  division  of  a 
media  giant  adjusts  its  agenda  to 
appease  its  corporate  parent.  Of 
course,  units  of  conglomerates  com- 
promise to  further  broad  corporate 
objectives  all  the  time.  But  media 
companies  are  different.  They  cloak 
themselves  in  the  First  Amendment 
to  be  free  to  deliver  the  most  com- 
pelling message  possible  to  con- 
sumers— whether  it's  creatively 
motivated  entertainment  or  news 
programming.  To  kill  worthwhile 
content  to  serve  a  corporate  agenda 
smacks  of  hypocrisy.  But  as  media 
giants  digest  their  huge  acquisitions 
of  recent  years,  it  will  become  more 
and  more  common  for  the  juicy  con- 
tent of  one  division  to  fall  victim  to 
the  best  interests  of  another.  The 
only  antidote  is  for  the  public  to 
complain  noisily  when  it  finds  out 
about  it. 

In  many  cases,  the  principle  is  far 
more  important  than  the  actual  pro- 
gramming in  question.  Take  harmless 
fare  such  as  Comedy  Central's 
planned  Escape  from  a  Wonderful 
Life,  a  spoof  of  the  holiday  classic  It's 
a  Wonderful  Life.  The  satire  was 
scuttled  after  Viacom  Inc.'s  Republic 
Pictures,  which  owns  the  film's  copy- 
right, threatened  to  sue  Comedy 
Central,  which  is  50%  owned  by  Via- 
com. Initially,  Comedy  Central  vowed 
to  fight  back  in  court — until  it 
learned  that  Republic  was  "a  sister 
division"  of  Viacom.  Says  Comedy 
Channel  senior  vice- 
president  Tony  Fox: 
"We  feel  silly  for  not 
realizing  that,  but  in 
today's  media  world, 
it's  easy  to  do."  The 
project  was  killed. 
MUST-CARRY.  Time 
Warner  Inc.'s  tnt  ca- 
ble channel  drew 
much  attention  over 
the  fate  of  two  tnt 
movies,  both  based  on 
acclaimed  books:  Bas- 
tard Out  of  Carolina, 
a  story  of  a  girl's  vio- 
lent childhood,  and 
Strange  Justice,  an 
examination  of  the 


Anita  Hill/Clarence  Thomas  hearings. 
Not  coincidentally,  the  U.  S.  Supreme 
Court — and  Justice  Thomas — is  cur- 
rently deliberating  the  outcome  of 
Turner  vs.  the  Federal  Communica- 
tions Commission.  The  case  will  de- 
termine the  future  of  "must-carry" 
rules,  which  require  cable  systems  to 
carry  broadcast  channels  such  as 
Turner's  wtbs.  Without  must-carry, 
wtbs  isn't  an  extremely  valuable  ca- 
ble superstation — it's  obscure  uhf 


Content  can  fall 
victim  to  a  corporate 
agenda 


Channel  17  in  Atlanta,  tnt  says  that 
Bastard  was  killed  because  its  con- 
tent was  too  graphic  for  the  tnt  au- 
dience. Strange  Justice  had  never 
been  given  a  firm  production  date 
and  may  eventually  get  made,  says  a 
tnt  spokeswoman.  "It's  an  evergreen 
property." 

Sure,  these  stories  occasionally 
have  a  happy  ending — when  the  pub- 
lic outcry  gets  loud  enough.  Viacom's 
Showtime  pay-cable  channel  will  air 
Bastard  Out  of  Carolina  on  Dec.  15, 
its  ads  trumpeting  "the  movie  no 
other  network  would  show  you."  And 
despite  pressure  from  the  Chinese 
government  to  abandon  U.  S.  distrib- 
ution of  Kundun,  a  Martin  Scorsese 


film  about  the  Dalai  Lama,  Walt  Di 
ney  Co.  said  on  Nov.  27,  after  days 
of  public  scrutiny,  that  it  would  stai 
by  the  film. 

UNFLATTERING.  But  no  one  knows 
how  frequently  smaller  stories  get 
killed.  In  April,  cnn  reported  a  stc| 
ry  for  Moneyline  with  Lou  Dobbs. 
The  scoop:  The  Internal  Revenue  h 
Service  and  the  Labor  Dept.  were! 
investigating  Time  Warner's  possibl 
illegal  use  of  contract  workers  at  ij 
Time  Inc.  division.  The  probe,  for  I 
which  the  government  has  since 
subpoenaed  witnesses,  cast  Time  ii| 
an  unflattering  light.  One  issue 
raised  in  the  reporting  of  the  storjl 
was  that  the  probe  could  affect 
Time  Warner's  then-pending  merga 
with  Turner  Broadcasting,  parent  S 
of  CNN. 

But  cnn  never  aired  the  piece,  | 
and  people  who  participated  with  iti 
preparation  say  they  were  never 
told  why  but  suspect  corporate  in- 1 
terference.  Lou  Dobbs,  who  now 
works  for  Time  Warner  as  executive 
vice-president  of  cnn,  says  he  killed 
the  story  because  "I  didn't  think  it 
was  a  news  story.  Whether  cnn  is  I 
owned  by  Turner  Broadcasting  or  ji 
Time  Warner,  no  one  has  attempted 
to  interfere  with  my  judgment  on  a 
news  story." 

How  to  keep  conflict  from  deprivi 
ing  people  of  information  they  need 
As  the  Federal  Trade  Commission 
scrutinizes  media  mergers  in  the  fu 
ture,  it  should  treat  these  dangers 
as  a  priority,  not  an' 
afterthought,  as  it 
may  have  done  whe 
it  green-lit  Time 
Warner's  acquisitior 
of  Turner.  For  the 
existing  media  gi- 
ants,  the  only  check 
on  self-censorship  is 
loud  and  energetic 
vigilance,  not  only 
by  the  public  but 
also  by  the  profes- 
sionals these 
companies  employ. 

Elizabeth  Lesly 
covers  the  media  fa 
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uide  can  light  the  way.  It  can  be  a  compass.  A  guidebook  of  facts  and  information.  And,  of  course,  a 
de  can  be  a  person.  BellSouth  has  the  people,  the  knowledge  and  the  expertise  to  guide  you  through 
ay's  technologies.  To  find  customized  solutions  that  work  for  you  and  your  business.  Whether  you  need 
al,  wireless,  long  distance  or  even  Internet  access,  we'll  point  the  way.  Always  with  answers  that  keep 
i  and  your  words  connected  in  every  way. 

ause  a  word  can  have  many  meanings.  But  it  means  nothing  until  it's  shared. 
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It's  All  Here. 


In  five  years  we've  introduced  an  entire  line  of  exciting  cars  and  trucks.  And  reinvented  an  entire  brand. 
When  you  see  everything  we  have  to  offer,  one  thing  becomes  apparent.  There's  something  going  on  at  Dodge. 
To  learn  more  about  the  pattern,  call  1-800-4-A-DODGE.  Or  drop  by  our  Web  site,  at  http://www.4adodge.com 
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COMMENTARY 

By  Catherine  Yang 


LET'S  STOP  BEATING  UP  ON  LEGAL  IMMIGRANTS 

n  August,  Congress  crossed  a 
previously  sacrosanct  line  in 
national  immigration  policy.  With 
the  landmark  welfare  reform  bill, 
lawmakers  snatched  the  entire 
package  of  benefits  available  to  citi- 
zens away  from  legal  immigrants. 
Before  that,  politicians  had  confined 
their  attacks  to  illegal  aliens,  culmi- 
nating in  California's  Proposition 
187 — now  enjoined  by  a  court — 
which  denied  state  benefits  to 
undocumented  aliens. 

Now,  legal  immigrants  are  fair 
game,  too.  In  contrast  to  foreigners 
who  sneak  into  the  country  and  stay 
illegally,  about  15  million  legal  immi- 
grants pay  taxes,  have  the  right  to 
work,  and  are  generally  on  their  way 
to  full  citizenship.  They  include  some 
of  our  most  productive  residents, 
from  hard-working  dishwashers  to 
hard-driving  CEOs  such  as  Intel 
Corp.'s  Andrew  S.  Grove  from  Hun- 
gary (now  a  naturalized  citizen).  But 
for  the  first  time  since  President 
Franklin  D.  Roosevelt  interned 
Japanese  Americans  during  World 
War  II,  legal  residents  fear  that 
their  rights  and  safety  in  this  coun- 
try could  change  at  any  time  under 
popular  pressure. 

LIMITS  ON  SPEECH?  Besides  welfare 
reform,  newly  passed  antiterrorism 
and  immigration  statutes  also  trim 
constitutional  rights  for  immigrants. 
Aliens  accused  of  deportable  crimes 
such  as  terrorism,  for  example,  lose 


NEW  CITIZENS  IN  TEXAS:  Inclusion  is  the  "genius  of  the  American  systerm 


By  demoting  new  arrivals  to 
second-class  status,  the  country 
risks  slowing  their  assimilation 


rights  to  appeal  government  charges. 
States  have  joined  in,  too,  with  laws 
that  arguably  limit  immigrants'  First 
Amendment  rights.  Arizona's  Eng- 
lish-only statute  banning  government 
workers  from  speaking  other  lan- 
guages to  foreign-born  state  resi- 
dents is  now  being  challenged  in  the 
Supreme  Court. 

Americans  are  undoubtedly  react- 


ing to  surging  immigration  in  the 
past  three  decades  and  to  jitters 
about  our  relatively  open  economy 
and  borders.  But  one  of  the  country's 
proudest  achievements  is  now  threat- 
ened. Inclusion  of  newcomers  in  the 
political  and  social  community  has 
been  the  "genius  of  the  American 
system,"  says  Lawrence  H.  Fuchs,  a 
Brandeis  University  professor  and 
member  of  the  U.  S.  Commission  on 
Immigration  Reform.  "It's  a  system 
that  commands  the  loyalty  of  new- 
comers faster  than  any  other  in  the 
world."  By  demot- 
ing immigrants  to 
second-class  status, 
the  country  risks 
slowing  their 
assimilation. 

Traditionally,  the 
courts  have  stood 
as  a  bulwark 
against  populist  attacks  on  minori- 
ties, upholding  constitutional  princi- 
ples against  the  momentary  passions 
of  the  majority.  In  the  1970s  and  ear- 
ly 1980s,  the  Supreme  Court  spelled 
out  protections  for  legal  immigrants 
that  were  virtually  identical  to  those 
of  citizens. 

But  now  there  is  a  danger  that 
the  courts  may  no  longer  play  this 


role.  Today's  conservative  jurists  i 
more  likely  than  the  comparative! 
liberal  courts  of  20  years  ago  to  le 
stand  federal  laws  that  treat  none 
zens  differently  from  citizens.  The 
reason:  The  Constitution  gives 
Congress  exclusive  powers  over  in] 
migration  laws. 

NEW  CHALLENGE.  And  conservative 
judges  are  inclined  to  believe  that 
authority  is  more  important  than 
constitutional  rights  of  legal  immi 
grants  as  individuals.  The  first  bat">; 
tleground  will  be  the  U.  S.  Supren 
Court,  which  on  Dec.  4  heard  a  lai 
suit  against  Arizona's  1988  law  re- 
quiring state  workers  to  speak  onl  lenral 
English.  And  a  prospective  challer 
to  the  welfare  law  will  question 
whether  that  statute  violates  equa 
protection  of  legal  immigrants  vs. 
citizens. 

As  the  judiciary  hears  these  cas 
it  would  do  well  to  keep  in  mind 
America's  historic  ability  to  absorb 
newcomers.  By  seeing  a  law-abidir 
immigrant  as  one  of  us  rather  thaij 
one  of  them,  the  courts  can  help  tfl 
country  preserve,  rather  than  und<| 
mine,  the  cause  of  national  unity. 

Yang  writes  about  legal  affairs  i 
from  Washington. 
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I  nvironmental  protection 
used  to  be  symbolized  in 
j  Japan  by  modest  cam- 
is  to  plant  trees  or  recycle 
papers.  No  longer, 
e  economic  as  well  as  envi- 
lental  benefits  of  energy 
imption  have  led  to  a  new 
rstanding  of  the  need  for 

efficient  use  of  resources, 
ergy  consumption  in  Japan 

just  over  3%  in  fiscal 
.  This  seemingly  modest 
th  was  in  fact  triple  the 
al  projection  rate  forecast 
e  government,  and  has  led 
riewed  emphasis  on  mea- 

to  conserve  energy. 


These  include  proposed  new 
standards  by  the  Agency  of 
Natural  Resources  and  Energy  to 
enforce  new  energy-saving  stan- 
dards for  diesel-powered  vehi- 
cles, refrigerators,  and  Japan's 
millions  of  vending  machines. 

Nine  of  Japan's  10  power 
companies  have  started  a  pro- 
gram to  pay  vending  machine 
makers  10,000  yen  per  every 
energy-saving  vending  machine 
they  produce. 

There  are  some  two  million 
beverage  vending  machines  across 
Japan,  and  the  replacement  of 
them  with  so-called  "eco-vendors" 
would  in  time  save  900,000  kilo- 


watts, enough  to  eliminate  the  use 
of  a  large  power  plant. 

Recent  surveys  conducted  by 
the  government  and  mass  media 
reflect  an  increasing  environmen- 
tally-conscious Japanese  public. 

A  poll  by  a  major  newspaper, 
for  example,  showed  that  90%  of 
those  questioned  supported  envi- 
ronment protection  policies  and 
69%  said  they  would  support  a 
proposed  environment  tax. 

The  concept  of  "zero  emis- 
sion technology"  is  another 
major  movement  in  which  new 
legislation  is  setting  stricter 
rules  for  the  recycling  of  a 
variety  of  materials. 


di  iciMccc  \A/cci/;ncrCMDCD  \c  iqqc 


SPECIAL  ADVERTISING  SECTION 


Environmental  Technology  and  Business  in  Japal 


NKK 

If  a  single  word  can  describe 
the  strategy  of  NKK  Corporation, 
it  might  be"synergy." 

A  company  which  began  as  a 
steelmaker  now  includes  divi- 
sions with  leading-edge  technolo- 
gy in  engineering,  industrial 
machinery,  and  electronics. 

NKK*s  approach  to  the  grow- 
ing number  of  environment- 
related  markets  is  to  blend  its 
varied  expertise,  and  a  few 
weeks  ago,  an  event  occurred 
which  symbolized  this  approach. 

On  October  4,  the  company 
began  operation  of  the  first 
blast  furnace  in  Japan  to  use 
waste  plastics  as  raw  material 
in  iron-making.  At  XKK's 
Keihin  plant,  waste  plastics 
crushed  into  small  pieces  are 
blown  into  the  No.  1  blast  fur- 
nace, where  the  waste  becomes 
a  reduction  agent  for  iron  ores. 

"A  blast  furnace  used  to  be  a 
kind  of  sanctuary,"  said  Tohru 
Nagamori.  Director  of  NKK's 
Environmental  Industries 
Engineering  Division.  Japanese 
steelmakers  never  before  had 
thought  of  using  waste  in  this 
'sanctuary,"  he  said,  which  made 
XKK's  decision  an  historic  one. 


"Our  Keihin  plant  is  near 
Tokyo,  and  as  our  top  manage- 
ment is  committed  to  improving 
environmental  conditions  for 
local  residents,"  Nagamori 
said,  "we  decided  to  use  waste 
plastics  to  reduce  the  social 
cost  of  disposal  and  switch  to  a 
more  energy-efficient  process  at 
the  same  time." 

The  use  of  waste  plastics 
reduces  the  use  of  coal  in  the 
production  process,  thus  cut- 
ting carbon  dioxide  emissions 
by  30%  while  providing  more 
efficient  furnace  operation. 

"I  see  many  future  opportu- 
nities to  sell  this  system 
throughout  Asia."  Nagamori 
said,  "as  local  markets  recog- 
nize the  need  for  environmental 
protection  measures." 

Another  symbol  of  NKK  syn- 
ergy is  its  new  Environment 
RcvD  center  in  Yokohama, 
where  several  test  facilities  are 
demonstrating  to  present  and 
future  customers  how  next  gen- 
eration technology  will  improve 
the  efficiency  of  solid  waste  dis- 
posal and  recycling. 

Already  a  market  leader  in 
the  supply  of  solid  waste  incin- 
eration plants.  NKK  is  intro- 
ducing a  new  approach 
called  gasification.  The 
burning  process,  oper- 
ated at  extremely  high 
temperatures  exceed- 
ing 1,000  degrees 
Centigrade  ( more 
than  1,800  degrees 


NKK's  waste  gasification 
melting  furnace. 


Fahrenheit),  turns  solid  waste} 
into  a  "clean  gas". 

"Gasification  is  a  next  genq 
ation  technology  which  enabU 
total  solid  waste  processing 
with  minimal  emissions,"  saiq 
Nagamori.  "Moreover,  the  gal 
produced  in  this  process  can  H 
used  to  power  turbines  for  gej 
erating  electricity,  at  double  i 
the  efficiency  of  conventional) 
systems." 

Two  other  facilities  within  I 
the  R&D  center  feature  a  flu- 
idized  bed  incinerator  with  a 
daily  processing  capacity  of  2 
tons  of  various  types  of  waste 
and  a  test  plant  demonstratio- 
of  how  waste  can  be  recycled 
as  solid  refuse-derived  fuel 
RDF  . 

"This  process  creates  fuel  | 
from  ordinary  garbage," 
Nagamori  said.  "RDF  is  easy) 
to  handle,  and  pollution-freej 
because  it  is  clean  burning."  I 

Another  NKK  technology  ij 
a  new,  economical  waste  sort 
ing  and  recovery  system. 

Using  sensors  and  a  com- 
pressed airflow  process,  the 
system  identifies  and  separata 
objects  according  to  their 
weight,  color  and  material 
composition,  with  an  hourly 
capacity  to  process  up  to  si 
tons  of  bottles,  cans,  plastic 
containers  and  other  objects.! 

The  latest  evidence  of  NKK 
synergy  is  a  "team,"  headed  1, 
an  executive  vice-president  ar 
including  directors  from  all 
divisions,  which  is  studying 
ways  to  develop  and  market 
new  recycling  technologies 
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have  long  been  a  heavy  industrial  company  as  well  as  a 
aker,  and  with  that  tradition  comes  a  long  line  of  products  and 
s  that  protect  the  environment,  clean  the  water,  improve 
)rtation  and  make  life  greener,  safer  and  more  enjoyable. 

)ve  all  else.  NKK  is  dedicated  to  creative  research  and 
)tnent  to  meet  the  needs  of  our  times  and  offer  solutions  to 
ow's  problems.  For  example,  at  our  steelworks,  we've  made 
lg  an  economically  viable  step  in  the  manufacturing  process, 
w,  we  are  offering  a  wide  range  of  environment-related 
such  as  municipal  waste  incinerators,  electrostatic 
ators.  bulky  refuse  crushers  and  ash  melting  plants. 

are  proud  of  our  steel  products  and  technology,  and  eq 
)f  our  environmental  protection  systems,  minimills.  water 
mt  plants,  cable-stayed  long-span  bridges,  steel  structures 
ps.  NKK.  making  a  contribution  for  over  80  years. 
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Environmental  Technology  and  Business  in  Jap 


Chiyoda 

Researchers  at  Chiyoda  Corp- 
oration have  added  a  new,  prac- 
tical meaning  to  an  old  saying. 

The  literary  line  about  squeez- 
ing blood  from  a  stone  is  little 
more  than  verba!  dramatics,  but 
in  the  laboratories  at  Chiyoda, 
technicians  have  developed  a 
new  process  that  extracts  oil 
from  plastic  waste  while  virtual- 
ly eliminating  pollutants. 

It's  the  latest  in  a  series  of 
environmentally  friendly  tech- 
nologies developed  at  Chiyoda, 
a  major  engineering  contractor. 

Plastic  waste  has  become  a 
major  environmental  problem 
around  the  world.  Until  recent 
years,  no  cost-effective  method  was 
available  to  handle  this  problem. 

Three  years  ago,  with  support 
from  the  Ministry  of  International 
Trade  and  Industry  (MITI), 
Chiyoda  and  two  other  compa- 
nies began  a  project  with  the 
objective  of  developing  a  new 
and  cost-effective  way  to  process 
plastic  waste. 

Apart  from  the  technology 
challenge,  there  were  other  pres- 
sures to  come  up  with  an 
improved  process.  Japan  has 
passed  stricter  regulations  regard- 
ing recycling,  which  will  go  into 
effect  within  the  next  four  years. 

Top  management  at  Chiyoda 
also  made  the  project  a  top  pri- 
ority as  part  of  the  company's 
commitment  to  support  the  sus- 
tainable development  goals 
announced  at  the  United 
Nations  global  environment 
conference  two  years  ago. 

This  summer,  the  project 


announced  that  its  efforts  had 
been  successful.  Chiyoda's 
process  not  only  has  reduced 
the  cost  of  treatment,  but 
extracts  oil  and  distillate  from 
the  waste  which  can  be  re-used 
for  a  variety  of  purposes. 

In  September,  Chiyoda  com- 
pleted the  first  plant  in  the 
world  to  use  this  new  plastic 
liquefication  process.  The 
plant,  located  in  Niigata, 
Japan,  has  an  annual  process- 
ing capacity  of  between  5,000- 
7,000  tons  of  plastic  waste, 
which  yields  about  2,700  kilo- 
liters  (about  702,000  gallons) 
of  fuel. 

"In  achieving  this  level  of  vol- 
ume, we  have  made  plastic  waste 
processing  profitable,"  said 
Toshihisa  Tachikawa,  assistant 
general  manager  of  Chiyoda's 
Environmental  Business 
Development  Department. 

"Another  major  problem," 
Tachikawa  explained,  "was 
how  to  remove  impurities  such 
as  iron,  aluminum  foil  and 
paper  from  the  bulk  plastic 
waste  after  collection." 

The  Chiyoda  process  sepa- 
rates these  impurities  in  the 


in 


feed  preparation  section  of  js  >^ 
process.  Then  the  crushed  pis-  jj 
tic  wastes  are  melted  by  heatige' 
them  to  more  than  300  degijts  , 
(C),  or  1,487  degrees  (F). 

This  also  separates  remaiq^ 
impurities  in  the  form  of  gasjs 
which  are  burned  off  in  an  ! 
incinerator. 

The  melted  plastic  wastesjre 
then  transferred  to  a  therma 
cracking  reactor  which  furtlr 
heats  the  materials  to  370-43 
degrees  (C),  or  1,875-2,153 
degrees  Fahrenheit.  This  pre 
duces  hydrocarbon  vapor 
which  is  captured  and  distilld 
into  three  forms  —  light  oil, 
middle-grade  distillate,  and 
heavy  oil. 

The  heavy  oil  is  mixed  wife* 
the  residue  from  the  bottono 
the  thermal  cracking  reacto 
This  material  then  becomes 
usable  as  fuel  within  industa 
facilities,  or  as  heating  fuel  i 
such  public  facilities  as  hos  - 
tals  or  senior  citizen  homes 
Chiyoda  also  is  conductii 
benchmark  tests  on  a  revoh 
tionary  way  to  use  a  solvent] 
chemically  extract  oil-relate 
substances  from  a  wide  ranf 
of  plastics.  TK 
company  expe^ 
to  commercial 
the  new  technl 
ogy  early  in 
1997. 


Chiyoda's 
plastic  liquefactioi 
processing  plant 
in  Japan. 
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Engineering 
IbmorrowisWbrld 

yoda  means  engineering  at  its  very  best 


Main  areas  of  operation 

•Petroleum  •Gas  •Petrochemicals  and  chemicals  •  Power  plants 
•  Environmental  preservation  •Automotive  plants*Factory  Auto- 
mation/CIM •Pharmaceuticals  and  food  processing*Nonferrous 
metal  processing  plants*Regional  development*Communications 
and  information  systems  •Cultural/social  events 


CHIYODA 


31-19,  Shiba  2-chome,  Minato-ku,  Tokyo  105,  Japan 


SPECIAL  ADVERTISING  SECTION 


Environmental  Technology  and  Business  in  Jap; 


Komatsu 

The  environmental  challenges 
facing  construction  companies 
are  huge  in  scale. 

After  a  site  is  cleared  for  a 
building  or  highway,  there 
always  are  tons  of  rubble, 
including  a  mixture  of  dirt, 
sand,  broken  concrete,  glass 
and  metal  objects. 

Often,  the  mixture  is  so  dense 
that  the  only  solution  is  to  dis- 
pose of  the  rubble,  often  by 
dumping  it  at  sea. 

"This  is  both  wasteful  and 
costly,"  said  Akihito  Taguchi, 
senior  manager  of  Construction 
Robotics  at  Komatsu,  Ltd.,  a 
market  leader  in  construction 
equipment. 

In  Japan,  one  of  the  most 
congested  nations  in  the  world, 
only  about  15  percent  of  the 
total  land  surface  is  fit  for  resi- 
dential or  commercial  construc- 
tion. As  a  result,  the  Japanese 
are  facing  what  might  be  called 
"an  earth  squeeze." 

"With  the  amount  of  land 
available  for  construction  so 
limited,  there  is  a  great  need  for 
earth  as  landfill,  to  create  new 
areas  tor  residential  or  business 
use,"  Taguchi  said.  "Every  time 
companies  are  forced  to  dump 
unusable  rubble,  they  are  losing 
valuable  earth." 

Moreover,  the  cost  of  trans- 
porting and  then  dumping  enor- 
mous volumes  of  unusable 
residue  adds  to  construction 
costs,  and  inevitably  these  are 
passed  along  to  tenants. 

The  problem  is  so  severe  that 
about  two-thirds  of  all  such 
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residue  in  Japan  is  impossible  to 
recycle. 

Earth  which  can  be  recycled 
not  only  eliminates  the  cost  of 
dumping  it,  but  becomes  valu- 
able as  landfill,  and  also  as  a 
stable  sub-strata  for  new  hous- 
ing sites,  as  well  as  providing  a 
stable  surrounding  for  under- 
ground installations  such  as 
water  and  gas  pipes. 

The  basic  challenge  in  finding 
a  way  to  salvage  and  re-use  this 
valuable  earth  was  to  develop  a 
new  method  to  improve  soil 
quality  by  filtering  it  and  mix- 
ing it  with  solidification  materi- 
al such  as  powdered  lime. 


Because  of  the  often-cramped 
conditions  existing  at  many 
urban  construction  sites,  the 
machinery  needed  to  be  com- 
pact, highly  manoeuverable, 
and  as  quiet  as  possible,  since 
most  construction  occurs  in 
neighborhoods  which  include 
private  homes. 

Two  years  ago,  Komatsu 
organized  a  project  team  to 
take  on  these  challenges,  and 
soon  the  result  will  reach  the 
marketplace  in  Japan.  It's  called 
the  "Gara-Pagos  BZ40,"  and 


it's  been  designed  precisely 
market  needs  in  mind. 

Compact  enough  to  be  carr 
on  a  four-ton  truck,  the  new 
can  be  easily  transported  to 
remote  locations.  Its  compact 
also  allows  it  to  make  a  comp 
rotation  within  a  radius  of  onl 
few  feet,  thus  offering  great 
manoeuverability.  The  BZ40  a 
has  a  newly-designed  engine 
a  noise  level  of  less  than  70  de 
bels,  to  reduce  the  chances  of 
complaints  from  people  living 
nearby  the  project. 

The  technology  which  run 
this  new  product  is  based  in 
part  on  Komatsu's  know-ho 
as  a  leading  maker  of 
mobile  machines  designa 
to  crush  asphalt  and  con 
crete  for  re-use. 

Soil  is  fed  into  a  cove| 
receptacle  on  top  of  the  I 
BZ40.  A  small  amount  c 


Komatsu's  mobile,  rubble 
crushing  "GARA-PAGOS  BZ4 


solidification  material  is  addt 
to  the  soil,  which  is  then  fed  : 
into  a  rotary  mixing  device  wf 
three  flywheel-like  hammers. 
The  result  is  a  uniform  mixtu: 
suitable  for  many  uses. 

With  Japan  in  the  midst  of 
nationwide,  ongoing  effort  to 
improve  both  housing  and 
infrastructure  such  as  under 
ground  pipelines  for  water  an, 
sewage,  coupled  with  the  nee< 
for  stable  earth,  Komatsu  see  a 
booming  future  market  for  it: 
BZ40. 


How  to  get  300  tons  moving. 

Today,  all  it  takes  is  an  operator  to  start  the  engine  But  when  we  began  planning  the  new  930E,  there  was  a  lot  more  to  think  about 
Like  once  those  2,682  horses  start  running,  how  do  you  stop  them?  An  engineering  breakthrough  like  the  world's  largest  dump  truck  is 
not  a  project  that  simply  rolls  off  the  assembly  line  It  took  the  cooperation  of  Komatsu's  international  manufacturing  and  sales  network 

First,  Komatsu  America  International  Co  teamed  up  with  some  of  the  finest  manufacturers  of  heavy  equipment  in  the  world  You  see, 
Komatsu  adheres  to  a  policy  of  project  localization  We  not  only  manufacture  machines  near  the  markets  they  are  designed  for  We  also  give 
local  experts  the  clout  to  make  decisions  based  on  their  own  market  conditions  The  930E,  for  example,  was  designed  specifically  for  large-scale 
mining  operations  like  those  in  North  and  South  America  From  the  largest  tires  on  the  planet,  to  the  oh-so-cntical  braking  system,  our  international 
team  produced  not  merely  a  monster  of  a  truck,  but  one  with  the  most  advanced  technology  and  best  performance  standards  in  the  industry 

Whether  it's  in  North  or  South  America,  Europe,  Australia  or  Asia,  size  and  power  are  useless  if  the  machine  isn't  suited  for  its  work  envi- 
ronment and  its  workers  That's  what  moves  Komatsu  Making  machines  that  work  for  the  world  Making  machines  that  work  for  people 


KOMAllSU 
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Sanyo 

When  people  at  Sanyo 
Electric  Co.  talk  about  protect- 
ing the  environment,  they  often 
use  the  phrase  "clean  energy." 

Energy  sources,  in  other 
words,  which  provide  maximum 
power  with  a  minimal  impact 
on  the  environment. 

Its  focus  on  "clean  energy" 
has  made  Sanyo  a  leader  in  the 
development  of  power  genera- 
tion systems  which  use  natural 
energy  sources  such  as  sunlight, 
as  well  as  innovative  ways  to 
reduce  the  use  of  harmful  sub- 
stances such  as  ozone-depleting 
CFCs  (chlorofluorocarbons). 

A  decade  ago,  before  interna- 
tional attention  began  to  focus 
on  the  dangers  of  CFCs,  the 
substance  was  commonly  used 
as  refrigerants  and  in  making 
insulation  for  refrigerators  and 
freezers.  Sanyo  was  among  the 
first  companies  in  the  world  to 
begin  developing  alternative 
agents  for  these  purposes. 

In  1993,  Sanyo  became  one 
of  the  first  household  refrigera- 
tor makers  in  Japan  to  use  the 
new  refrigerants,  called  HECs 
( h  ydrochlorofluorocarbons). 

By  June,  1  c> S> S ,  the  company 
completed  phasing  out  CFCs 
in  all  of  its  refrigerator  models 
in  Japan. 

The  same  year,  Sanyo  received 
the  1995  Stratosphere  Ozone 
Protection  Award  from  the  U.S. 
Environmental  Protection 
Agency,  in  recognition  of  its 
efforts  in  developing  alternative 
technologies  to  replace  ozone- 
depleting  materials. 


Today,  Sanyo  is  working  to 
replace  HFCs  with  even  newer 
materials  which  will  further 
reduce  impact  on  the  environment. 
One  example  is  the  so-called  "ster- 
ling refrigerator,"  which  uses  heli- 
um as  its  refrigerant. 

Another  alternative,  already  in 
use,  is  the  absorption  chiller, 
which  uses  water  as  its  refrigerant. 

The  use  of  CFCs  as  cleaning 
agents  in  manufacturing  process- 
es has  been  another  major  prob- 
lem linked  to  ozone  layer  deple- 
tion. Sanyo  has  played  an  active 
role  in  introducing  advanced 
production  processes  which  are 
environmentally  friendly. 

These  approaches  include 
introducing  improved  technolo- 
gies and  materials  in  the  manu- 
facturing process  which 
reduce  the  need  for 
cleaning,  and  thus  the 
need  for  cleaning 
agents.  Sanyo  also  has 
introduced  water-based 
cleaning  processes  such  as  the 
one  in  its  semiconductor  fab- 
rication plant 
in  Niigata. 

The  com-         ^==ee=~ =; 

has  begun  =======: 

using  alcohol  =======1 

as  a  cleaning  ======; 

solvent,  and 
is  working  on 

the  development  of  new  sol- 
vents based  on  such  materials 
as  chlorine. 

Yet  another  approach  is  the 
use  of  a  nitrogen  atmosphere 
in  manufacturing,  this  avoiding 
oxidation  of  metal  parts  and 


the  need  for  a  process  to  clci 
them. 

Sanyo's  corporate  policy  I 
clearly  recognizes  its  enviro; 
mental  responsibilities.  The  ! 
company's  Life  Cycle 
Assessment  design  policy  din 
that  all  products  be  designeq 
with  all  stages  of  the  producH' 
life-cycle  in  mind,  from  basif  i 
research  to  eventual  disposa 

For  example,  Sanyo  strivew 
design  products  which  are  eaj|: 
to  disassemble,  with  clearly  j 
labeled  parts  indicating  whicB 
materials  can  be  recycled. 

As  the  company  approacls 
the  21st  century,  it  has  pro- 
posed a  Genisis  Project  whh 
aims  to  develop  a  series  of 
solar  energy-based  power! 

generate 
systems]! 
based  ils 

1  spaces, 
includin 
the  world's  major  desert 
areas.  These  systems  woulW 
be  linked  by  supercoi 
ductive  cables,  thus  ro 
==      viding  electric  poweipl 

a  24-hour  basis. 
=^  The  concept  will  ue 

the  cleanest  energy 
Hj^  source  of  all,  the  sn. 

to  deliver  the  benels 


Sanyo's  home-use  PV  (photovoltaic) 
electric  generation  system. 

of  reliable,  efficient  and  envf 
ronmentally-friendly  power! 
which  will  enrich  the  lives  cj 
people  around  the  world. 
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imagine  you  are  Earth  itself- 
You  suffer  a  host  of  afflictions. 
Someone  holds  the  cure. 


ien  designing  products  that  help  protect  the 
ximent,  our  perspective  at  Sanyo  is  that  we 
irth  itself. 

d  you  thought  Sanyo  primarily  made  con- 
r  electronics.  In  fact,  we're  also  known  as  a 
r  in  solar  technology  development.  The  first 
)hous  silicon  cells  were  brought  to  market  by 
Ik  increasingly    Sanyo.  But  then,  imagining  vour- 

ivate  homes  J  00/ 

self  as  Earth  has  a  way  of  height- 
ening environmental  awareness. 
We've  also  eliminated  harmful 


Alkaline  batteries 
ti  lth  zero  merain 
content 


mercury,  a  common  environmental  men- 
ace, from  our  alkaline  batteries.  Sanyo 

air  Conditioning  SVStemS      Ruorocarbon-free absorp- 
0     1  lion-type  chiller/heaters 

are  being  manufactured 
so  they  don't  emit  fluorocarbons. 
And  we're  making  CFC-free 
refrigerators. 

The  cure  for  environmental  ills  starts 
with  lessening  individual  impact.  It's  the 
too% cFc-free  i    technology  allowing  you  to  do 

door  re/nf>rmtitn, 

/or  residential  use   S()  that  we  develop  at  Sanyo. 


Techno 


ogy'^Gsn  Li 


ve  With. 


A  three-month  investigation 
reveals  that  organized  crime 
made  shocking  inroads  into 
small-cap  stock  market 


SC&T 

tot  i 
jyesi 
it* 


world  of  multimedia  components,  Phoenix- 
sc&t  International  Inc.  has  carved  out  a 
)ut  significant  niche,  sc&t's  products  have 
ives  in  the  trade  press,  but  working  cap- 
t  always  been  easy  to  come  by.  So  in  De- 
)95,  the  company  brought  in  Sovereign 
anagement  Corp.,  a  Boca  Raton  (Fla.) 
,  to  manage  an  initial 
ring.  "We  thought  they 
lid  second-  or  third-tier 
i  bank,"  says  SC&T  Chief 
James  L.  Copeland. 

re  was  much  about  Sovereign  that  was 
only  a  very  few.  There  were,  for  example, 
investors,  introduced  by  Sovereign,  who 
ded  inventory  financing  for  sc&t.  Most 

1  same  post  office  box  in  the  Bahamas.  "I 
itely  no  idea  of  who  those  people  were," 
peland.  He 
»vereign.  "I 

'Who  gives 
8  clean  mon- 

2  early  in- 
ished  out,  at 
g  price  of  $5, 
575  million 
iat  they  ac- 

about  $1.33 
-a  gain  of 
million. 
-June,  sc&t 
ng  at  $8  or 
ut  for  sc&T 
ers  who  did 
>y  then,  the 
i  an  unmiti- 
ister.  Sover- 
ch  had  han- 
60%  of  sc&t's 
arly  in  the 
•ply  reduced 
;  of  the  stock. 

he  backing  of  Sovereign  and  its  75-odd 
"&t's  shares  plummeted — to  $2  in  July,  $1 
tber,  and  lately,  pennies.  The  company's 
ising  ability  is  in  tatters.  Laments 
"We're  in  the  crapper." 
ie  case  of  a  hot  stock  that  went  frigid.  Or 
^peland  didn't  know  it,  but  there  was  a 
kept  a  very  close  eye  on  sc&T  and  is  al- 
Vall  Street  sources  to  have  profited  hand- 
the  IPO — allegedly  by  being  one  of  the 
who  sold  shares  through  a  Bahamian 
»any.  His  name  is  Philip  Abramo,  and  he 
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has  been  identified  in  court  documents  as  a  ranking- 
member,  or  capo,  in  the  New  Jersey-based  DeCav- 
alcante  organized  crime  family. 

James  Copeland  didn't  know  it.  Nobody  at  sc&t 
could  have  dreamed  it.  But  the  almost  unimaginable 
had  come  true:  Copeland  had  put  his  company  in 
the  hands  of  the  Mob. 

Today,  the  stock  market  is  con- 
fronting a  vexing  problem  that, 
so  far,  the  industry  and  regula- 
tors have  seemed  reluctant  to 
face — or  even  acknowledge.  Call  it  what  you  will: 
organized  crime,  the  Mafia,  wiseguys.  They  are  the 
stuff  of  tabloids  and  gangster  movies.  To  most  in- 
vestors, they  would  seem  to  have  as  much  to  do 
with  Wall  Street  as  the  other  side  of  the  moon. 

But  in  the  canyons  of  lower  Manhattan,  one  can 
find  members  of  organized  crime,  their  friends 


Three  men  appeared  at  the  office  of  a  dealer  in  small-cap 
stocks.  One  of  the  men  carried  a  gun.  The  trader  was 
roughed  up.  His  company  stopped  trading  the  stock 

and  associates.  How  large  a  presence?  No  one — 
least  of  all  regulators  and  law  enforcement — 
seems  to  know.  The  Street's  ranking  reputed  un- 
derworld chieftain,  Abramo,  is  described  by 
sources  familiar  with  his  activities  as  controlling 
at  least  four  brokerages  through  front  men  and 
exerting  influence  upon  still  more  firms.  Until 
recently,  Abramo  had  an  office  in  the  heart  of  the 
financial  district,  around  the  corner  from  the  re- 
gional office  of  an  organization  that  might  just  as 
well  be  on  Venus  as  far  as  the  Mob  is  con- 
cerned— the  National  Association  of  Securities 
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Dealers,  the  self-regulatory  organization  that  oversees  the 
small-stock  business. 

A  three-month  investigation  by  business  week  reveals 

that  substantial  ele- 
ments of  the  small- 
cap  market  have 
been  turned  into  a 
veritable  Mob  franchise,  under  the  very  noses  of  regulators 
and  law  enforcement.  And  that  is  a  daunting  prospect  for 
every  investor  who  buys  small-cap  stocks  and  every  small 
company  whose  stock 
trades  on  the  NASDAQ 
market  and  over  the 
counter.  For  the  Mob 
makes  money  in  vari- 
ous ways,  ranging  from 
exploiting  IPOs  to  ex- 
tortion to  getting  a 
"piece  of  the  action" 
from  traders  and  bro- 
kerage firms.  But  its 
chief  means  of  liveli- 
hood is  lipping  off  in- 
vestors by  the  time- 
tested  method  of 
driving  share  prices  up- 
ward—and dumping 
them  on  the  public 
through  aggressive 
cold-calling. 

In  its  inquiry,  busi- 
ness week  reviewed  a 
mountain  of  documen- 
tation and  interviewed 
traders,  brokerage  ex- 
ecutives, investors,  reg- 
ulators, law-enforce- 
ment officials,  and 
prosecutors.  It  also  in- 
terviewed present  and 
former  associates  of 
the  Wall  Street  Mob 
contingent.  Virtually  all 
spoke  on  condition  of 
anonymity,  with  sever- 
al Street  sources  fear- 
ing severe  physical 
harm — even  death — if 
their  identities  became 
known.  One,  a  former 
broker  at  a  Mob-run 
brokerage,  says  he  dis- 
cussed entering  the 
federal  Witness  Protection  Program  after  healing  that  his  life 
might  be  in  danger.  A  short-seller  in  the  Southwest,  alaimed 
by  threats,  carries  a  gun. 

Among  business  week's  findings: 
■  The  Mob  has  established  a  network  of  stock  promoters,  se- 
curities dealers,  and  the  all-important  "boiler  rooms" — a  cru- 
cial part  of  Mob  manipulation  schemes — that  sell  stocks  na- 
tionwide through  hard-sell  cold-calling.  The  brokerages  are 
located  mainly  in  the  New  York  area  and  in  Florida,  with  the 
heart  of  their  operations  in  the  vicinity  of  lower  Broad  Street 
in  downtown  Manhattan. 


hi 


Traders  who  run  afoul  of  the  Mob  often  get 
menacing  calls.  One  short-seller  in  the  South- 
west, alarmed  by  threats,  packs  his  own  piece 


■  Four  organized  crime  families  as  well  as  elementif  t 
Russian  Mob  directly  own  or  control,  through  fro*  mi 
perhaps  two  dozen  brokerage  firms  that  make  markets*  hi 
dreds  of  stocks.  Other  securities  dealers  and  traders!?  I 
lieved  to  pay  extortion  money  or  "tribute"  to  the  Molls  j. 
another  cost  of  doing  business  on  the  Street, 
ai  Traders  and  brokers  have  been  subjected  in  recent lonl 
to  increasing  levels  of  violent  "pei-suasion"  and  punisljtem 
tin-eats  and  beatings.  Among  the  films  that  have  beenlbj 
to  Mob  intimidation,  sources  say,  is  the  premier  markm 

er  in  nasdaq  sjEk; 
Herzog,  Heini) 
duld  Inc. 

■  Using  offshp 
counts  in  the  Bpn 
and  elsewhere,  4  ^ 
has  engineereapE  i 
tive  schemes  vrntr 
low-priced  stoclio_ 
Regulation  S  offie  . 
curities  laws.  Oi 
crime  member 
from  the  runup 
stocks  and  als 
short-selling  th(  o 
on  the  way  dow 
also  take  advar 
the  very  wide 
between  the  t 
ask  prices  of  th 
issues  control! 
their  confederat 

■  The  Mob's 
seem  confined 
exclusively  to 
traded  in  the  oi 
counter  "bulletin 
and  nasdaq  sn 
markets.  By  cc 
New  York  Sto 
change  and  Ar 
Stock  Exchange 
and  firms  app; 
have  been  free 
exploitation. 

■  Wall  Street 
come  so  lucrat 
the  Mob  that  i 
legedly  a  major 
of  income  for  hij 
members  of  orj  st, 
crime — few  of 
have  ever  been  ]  - 

identified  as  having  ties  to  the  Street.  Abramo,  who  m 
be  the  most  active  reputed  mobster  on  the  Street, 
mained  completely  out  of  the  public  eye — even  staying 
on  the  Street  after  his  recent  conviction  for  tax  evasi 
a  Mob-related  activities  on  the  Street  are  the  subjec 
quiries  by  the  fbi  and  the  office  of  Manhattan  Disti 
tomey  Robert  M.  Morgenthau,  which  is  described 
source  as  having  received  numerous  complaints  com 
mobsters  on  the  Street.  (Officials  at  both  agencies  a 
New  York  Police  Dept.  did  not  respond  to  repeated  it 
for  comment.) 


Only  small  NASDAQ  and  OTC  stocks  appear  to  have  I 
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rail,  the  response  of  regulators  and  law  enforcement  to 
lenetration  of  Wall  Street  has  been  mixed  at  best.  Mar- 
urces  say  complaints  of  Mob  coercion  have  often  been 
d  by  law  enforcement.  Although  an  nasd  spokesman 
he  agency  would  vigorously  pursue  reports  of  Mob  in- 
on,  two  top  nasd  officials  told  business  week  that 
ave  no  knowledge  of  Mob  penetration  of  member  firms, 
to  discuss  such  allegations,  another  high  NASD  official 
jd,  saying:  "I'd  rather  you  not  tell  me  about  it." 
Hanover,  Sterling  &  Co.  penny-stock  firm,  which  left 
investors  in  the  lurch  when  it  went  out  of  business  in 
[995,  is  alleged  by  people  close  to  the  firm  to  have  been 
the  control  of  members  of  the  Genovese  organized 
family.  Sources  say  other  Mob  factions  engaged  in  ag- 
ve  short-selling  of  stocks  brought  public  by  Hanover, 
eral  investigators  are  said  to  be  probing  extortion  at- 
;  by  Mob-linked  short-sellers  who  had  been  associated 
he  now-defunct  Stratton  Oakmont  penny-stock  firm. 
)  manipulation  has  affected  the  markets  in  a  wide 
af  stocks.  Among  those  identified  by  business  week  are 
y  Entertainment,  Celebrity  Entertainment,  Beachport 
;ainment,  Crystal  Broadcasting,  First  Colonial  Ven- 
Global  Spill  Management,  Hollywood  Productions,  In- 
re  Medical  Services,  International  Nursing  Services,  No- 
International,  Osicom  Technologies,  ReClaim,  sc&T, 
x,  and  tjt.  Officials  of  the  companies  deny  any  knowl- 
f  Mob  involvement  in  the  trading  of  their  stocks,  and 
3  no  evidence  that  company  managements  have  been  in 
with  stock  manipulators.  These  stocks  were  allegedly 
by  Mob-linked  brokers,  who  sometimes  used  force  or 
to  curtail  short-selling  in  the  stocks.  When  support  by 
ly  Mob-linked  brokerages  ended,  the  stocks  often  suf- 
recipitous  declines — sometimes  abetted,  traders  say,  by 
iked  short-sellers.  The  stocks  have  generally  fared 
(table,  page  99). 

all  of  the  stocks  were  recent  ipos,  and  they  were  often 
public  by  perfectly  legitimate  underwriters.  Intema- 
Sfursing,  for  example,  went  public  at  $23  in  1994  and 
iding  at  $8  in  early  1996  before  falling  back  to  pennies, 
ellers  who  attempted  to  sell  the  shares  earlier  this  year 
arned  off — in  one  instance  by  a  Mob  member — market 
i  assert.  International  Nursing  Chairman  John  Yeros 
knowledge  of  manipulation  of  the  stock, 
t  this  all  adds  up  to  is  a  shocking  tale  of  criminal  in- 
n  abetted  by  widespread  fear  and  silence — and  official 
i.  While  firms  and  brokerage  executives  who  strive  to 
ir  afield  of  the  Mob  often  complain  of  nasd  inaction, 
do  such  people  feel  strongly  enough  to  share  their 
vith  regulators  or  law  enforcement.  Instead,  they  en- 
self-defense.  One  major  brokerage,  which  often  exe- 
■ades  for  small-cap  market  makers,  keeps  mammoth  in- 
ce  files — to  steer  clear  of  Mob-run  brokers.  A  major 
ing  firm  keeps  an  organized-crime  expert  on  the  pay- 
5  duties  include  preventing  his  firm  from  doing  busi- 
ith  brokerages  linked  to  organized  crime  and  the 
l  Mob. 

e  pages  that  follow  are  the  results  of  business  week's 
jation. 

OX 

it  3  o'clock  in  the  afternoon  of  Sept.  25,  1996,  three 
■  peared  on  tfie  28th  floor  of  120  Broadway,  Manhattan, 
ilked  into  the  offices  of  Sharpe  Capital  Inc.,  a  dealer 
■the-counter  stocks.  They  were  burly.  "Like  lumber- 


HOW  THE  MOB  MAKES  MONEY 
ON  WALL  STREET 


TRADING  SCAMS 


THE  BOX  Mob-affiliated  traders  control  the 
market  for  a  stock  and  its  price  by  trading  it 
among  themselves — enforcing  their  control 
through  bribery,  violence,  and  intimidation.  They 
then  unload  the  stock  on  the  public  at  an 
inflated  price  and,  sometimes,  sell  it  short  to 
profit  when  the  shares  go  bust. 

REGULATION  S  Through  offshore  accounts,  Mob 
members  illegally  buy  cheap  stock  issued  under 
Regulation  S  of  the  securities  laws— supposedly 
reserved  only  for  foreign  investors.  The  cheap 
stock  is  sold  on  the  open  market  at  vast,  riskless 
markups. 

FLIPPING  Mobsters,  through  front  men,  quickly 
unload,  at  inflated  prices,  stocks  that  are  the 
subject  of  hot  IPOs  issued  by  firms  they  control. 


BROKERAGE  SCAMS 


HIDDEN  OWNERSHIP  Through  front  men  who 
have  no  criminal  records,  the  Mob  controls,  or 
has  hidden  ownership  stakes  in,  at  least  two 
dozen  NASDAQ  brokerage  firms. 

TRIBUTE  Mob  members  get  kickbacks  from 
brokerages  for  protecting  them  from  shakedown 
attempts  by  other  mobsters. 

EXTORTION  Mobsters,  working  with  short-selling 
confederates,  demand  payments  in  return  for  not 
shorting  the  stocks  issued  by  penny-stock  and 
microcap  brokerages. 

DATA  BUSINESS  WEEK 


jacks,"  said  an  eyewitness  soon  after.  A  gun  was  in  the  belt  of 
one  of  the  men. 

The  confidential  police  repent  of  the  incident  (Complaint 
No.  10530,  First,  Precinct)  reads  as  follows: 

"At  that  point  they  asked  the  victim  what  he  was  trading 
in.  Tlien  they  slapped  him-  in  the  head  and  stated  again, 
'Wfiat  the  f—  are  you  trading  in. '  Then  he  slapped  tlie  victim 
in  the  head  again," 

A  witness  recalls  one  of  the  men  saying:  "Don't  f—  with 
our  stock. "  The  stock:  Crystal  Broadcasting  Inc.  After  the  men 
left,  Sharpe  stopped  trading  in  Crystal  Broadcasting. 

To  the  New  York  Police  Dept.,  the  incident  at  Sharpe 
was  about  as  serious  as  a  scuffle  over  a  parking  space.  A  po- 
lice source  says  that  the  assault,  categoiized  as  a  low-grade 
misdemeanor  at  best,  is  considered  closed  and  is  not  being  in- 
vestigated because  the  victim  was  not  seriously  hurt,  no  gun 
was  displayed — even  though  one  was  observed — and  the  per- 


ited.  Shares  are  driven  up-then  dumped  on  the  public 


FOR  A  FREE  BROCHURE:  EMAIL  INFO@VAYUWEB.COM  OR  CALL  (914)  697  4943 

Vayu  Web,  Inc.  Reinventing  t 


he  Vayu  Web  500  is  the  world's 
first  product  to  fully  automate 
your  Internet/Intranet  web  site. 
Through  the  power  of  advanced 
AI  technology  the  Vayu  Web  500": 


Significantly  reduces  waiting  time 

Eliminates  site  navigation 

Is  Internet/Intranet  TV  friendly 

Supports  all  major  multimedia  technologies 


•  Provides  total  presentation  control 

•  Integrates  easily  with  your  current  web  site 

•  Offers  online  ordering  capability 

•  Revolutionizes  the  site  building  process 

•  Highly  affordable 


•  AVAILABLE  NOW 


FDR  A  FULL  PRDDUCT  DEMONSTRATION  AND 

TO  ORDER  YOUR  COPY  OF  THE  VAYU  WEB   5DD    ONLINE,  VISIT  US  ATI 

WWW.VAYUWEB.CDM 


IN  THE  SHADOWS  OF  THE  SMALL-CAP  MARKET 


PHIL  ABRAMO 

Abramo  is  described 
|       •         by  sources  as  con- 
trolling at  least  four 
brokerage  firms  and 
is  identified  in 
court  documents  as 
a  capo  in  the  De- 
Cavalcante  orga- 
nized crime  family. 
He  recently  pleaded  guilty  to  one 
count  of  tax  evasion,  for  which  he 
faces  one  year  in  prison.  He  is 
scheduled  to  report  on  Jan  7. 

THOMAS  QUINN  The  multinational 
stock  honcho  allegedly  has  ties  to 
Phil  Abramo.  Quinn  was  sued  by 
the  SEC  for  securities  fraud  in  1989 
and  owes  massive  civil  penalties. 

DOMINICK  "BLACK  DOM"  DINASSIO 

He  controls  broker  Euro-Atlantic, 
say  Street  sources.  A  short-seller 
told  police  Dinassio  threatened  him 
for  trading  a  Euro-Atlantic  stock. 


ALPHONSE  "ALLIE  SHADES" 
MALANGONE  To  law  enforcement, 
Malangone  is  an  alleged  loan  shark, 
gambler,  and  longtime  power  behind 
Mob  control  of  New  York's  Fulton 

Fish  Market.  To  Wall 
Streeters,  he  is  a 
sophisticated  trader 
who  is  an  expert  at 
working  the 
spreads — getting  in 
at  the  bid  price  and 
exiting  at  the  ask 
price. 

ALAN  LONGO  Malangone's  right- 
hand  man  is  described  by  sources 
as  a  heavy  gambler  who,  along  with 
Malangone,  main- 
tained control  of 
the  now-defunct 
penny-stock  firm 
of  Hanover 
Sterling  through 
their  links  to 
Roy  Ageloff. 


JOHN  "SON 
FRANZESE 

Sources  sa| 
Franzese  j  'jne< 
the  Mob's  m 
the  stock  iirli 
after  his  l|i 
role  from 
year  term  jt 
bank  robbty. 
The  77-yea|l' 
kingpin  was  recently  found  toiiai 
violated  the  terms  of  his  paro 
was  ordered  back  to  prison. 


ROY  AGELOFF  Sources  say  h 
power  behind  PCM  Securities 
allegedly  "persuaded"  a  trade 
drop  a  stock  by  inviting  him  t  h 
office,  where  the  trader  was  t 


JOHN  GOTTI  JR.  The  reputec 
York  Mob  boss  would  have  pn 
nicely  from  an  IPO  of  an  Itali 
maker.  The  canceled  offering'; 
shares  traded  high  the  first  d 
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petrators  were  unknown.  (However,  one  witness  ruefully 
notes,  police  did  nothing  to  ascertain  their  identity — such  as 
examine  a  security-camera  surveillance  tape.)  Sharpe's  ceo, 
Lawrence  Hoes,  declined  to  discuss  the  matter. 

But  business  week  learned  that  the  assault  at  Sharpe 
was  not  an  isolated  incident.  Rather,  it  was  part  of  a  sys- 
tematic pattern  of  intimidation.  By  eliminating  competing 
market  makers  and  allowing  only  cooperating  brokers  to  bid 
on  stocks,  the  result  is  a  kind  of  rigged  auction — with  the 
prices  where  desired,  and  the  spreads  between  bid  and  ask 
prices  kept  as  wide  as  possible.  In  Street  parlance,  this 

process  of  rigging  the 
market  in  a  stock  is 
known  as  "boxing"  a 
stock.  It  is  part  of  the 
lexicon  of  the  Mob's  dominion  on  Wall  Street  (page  99). 

The  box  is  the  heart  of  most  stock-manipulation  schemes. 
In  the  case  of  Crystal,  the  trader  at  Sharpe  was  suspected  of 
"cracking  the  spread."  According  to  market  sources  who 
were  familial*  with  the  trading  in  Crystal  that  day,  Shaipe  was 
blamed,  in  effect,  for  doing  what  a  market  maker  is  sup- 
posed to  do — get  the  best  possible  price  for  its  customers  and 
keeping  the  spreads  as  narrow  as  possible.  During  the  day, 
Crystal  traded  as  low  as  4,  well  below  the  51^  closing  price  of 
the  day  before,  and  the  spreads  narrowed  as  well,  to  a  rela- 
tively reasonable  4X  bid  and  4%  ask.  Sharpe  was  blamed  for 
that  benign — to  most  people — market  action. 

In  the  weeks  following  the  Shaipe  incident,  Crystal  shares 
were  trading  at  the  kind  of  spreads  that  can  only  happen 
when  the  market  is  tightly  controlled.  If  you  buy  it  from  a 
dealer,  you  pay  the  ask  price,  $3.50.  But  when  you  sell  it,  you 


D001 

get  the  bid — 56.2(2.  (Crystal's  president,  Joseph  Ne 
said  he  had  no  knowledge  of  coercion  of  market  maker 
stock.) 

Sometimes  the  maneuvering  involved  in  creating 
ploiting  the  box  can  be  as  subtle  as  a  bison  in  a  chin; 
One  West  Coast  investor,  who  requested  anonymit; 
that  brokers  at  a  small  New  York  firm,  Monitor  Inve; 
Group,  convinced  him  that  two  small-cap  stocks — Ii 
tional  Nursing  Services  and  Beachport  Entertainment- w 
about  to  be  pushed  upward.  Says  the  investor:  "The 
they  had  a  handle  on  all  this  stock.  They  said  they'd  ru 
and  get  me  out  of  it  in  a  week." 

So  sometime  around  last  New  Year's  Day,  he  bougl 
rants  and  a  big  block  of  the  stock — 100,000  shares  of  WE 
national  Nursing  and  85,000  of  Beachport.  When  he  t  ic 
sell,  he  says,  his  brokers  flatly  refused.  The  shares,  whh 
started  heading  southward  almost  from  the  mom* 
bought  them,  plummeted.  They're  now  worth  one-fth 
what  he  paid.  Monitor  Chairman  William  F.  Palla  denis 
firm  was  involved  in  stock  manipulation  but  concedes  a  fo *] 
may  have  promised  a  runup  but  not  really  meant  it. 

Sometimes,  of  course,  thinly  traded  stocks  can  o 
down  by  aggressive  short  sellers,  and  the  Mob  is  allejd 
Street  sources  to  have  profited  from  that  as  well.  Onejir 
of  investigators,  sources  say,  is  a  coterie  of  brokers  foa< 
associated  with  the  defunct  penny-stock  brokerage  of  Si 
Oakmont.  Sources  familiar  with  the  investigation  say  tip 
thorities  are  exploring  charges  that  some  of  these  brok(£, 
ter  Stratton's  demise,  may  have  extorted  money  fron 
former  colleagues  in  the  business — allegedly  threaten  g 
short-sell  stocks  underwritten  by  those  firms.  Accord  £ 


5,  the  Stratton  brokers  allegedly  shared  their  profits 
member  of  a  New  York  crime  family, 
mg  the  trading  being  investigated,  sources  say,  are 
underwritten  by  a  penny-stock  firm  called  State  Street 
I  Markets.  Stocks  brought  public  by  the  New  York- 
firm — Fun  Tyme  Concepts,  U.  S.  Bridge  of  N.Y.,  and 
&  Co.  Worldwide — were  pummeled  in  the  market  last 
and  trading  in  the  stocks  is  allegedly  being  probed. 

time,  State  Street  maintained   

3  shares  were  victimized  by 
;ed  short-selling.  State  Street 
>  did  not  return  phone  calls, 
ratton  officials  could  not  be 
1  for  comment. 


MOBSPEAK:  A  GLOSSARY 


/E  MADE  A  FRIEND" 

'olonial  Ventures  Ltd.  is  a  mi- 
lture-capital  firm  whose  stock 
on  the  otc  bulletin  board — so 
hat  it  is  not  required  to  file 
lan  token  disclosures  with  the 
ies  &  Exchange  Commission. 
•  market  makers  in  small-cap 
First  Colonial  looms  huge.  It 
bject  lesson:  When  the  Mob 
market  makers  obey, 
incidents  took  place  early  in 
r,  one  week  after  the  assault 
pe.  First  came  a  beating.  A 
it  Naib  Trading  Corp.  in  Fort 

dale  was  summoned  to  the  office  of  a  man  by  the 
if  Roy  Ageloff.  The  trader  has  told  associates  that 
had  beaten  him  once  before  with  a  nail-pierced  base- 
,  This  time,  he  said,  Ageloff  left  the  room.  Then  a  400- 
loodlum  knocked  him  down  and  kicked  him  while  he 
the  floor.  The  message:  Stay  away  from  First  Colonial, 
trader  at  Naib  was  not  the  only  one  to  suffer  "per- 
"  over  First  Colonial.  Sources  say  that  four  other 
fere  approached  with  warnings  to  cease  trading  in 
:k.  To  be  sure,  it  was  not  a  total  success.  There  was 


CHOP  STOCK  A  thinly  traded  stock  with  a 
very  wide  bid-ask  spread 

VIG  The  ultrawide  bid-ask  spread  commonly 
found  in  Mob-dominated  stocks 

HOUSE  STOCKS  Stocks  sold  aggressively  to 
the  public  by  the  firms  that  control  them 

BOXING  (AS  IN  "BOXING  A  STOCK")  Control  1 1  ng 
the  market  for  a  stock  by  trades  among 
cooperating  brokerages 

PARKING  Buying  a  stock  for  a  customer  by 
"mistake,"  as  part  of  a  scheme  to  hike  the 
price  and  control  the  market  in  a  stock 


Anthony  Elgindy  of  Key  West  Securities  Inc.,  says  he  ignored 
warnings  that  traders  who  did  not  comply  would  soon  be  "fac- 
ing the  ceiling" — and  has  received  numerous  threatening 
phone  calls  since  then.  But  at  two  other  market  makers,  the 
intimidation  worked.  They  ceased  making  a  market  in  First 
Colonial. 

The  market  makers  dropping  the  stock  were  William  V. 
Frankel  &  Co.  in  Jersey  City,  N.  J.,  and  the  biggest  name  in 

  nasdaq  stocks:   Herzog,  Heine, 

Geduld.  Sources  say  traders  at  both 
firms  quit  trading  the  stock  after 
receiving  menacing  visits  at  their 
offices.  "We  decided  we  shouldn't 
get  involved  in  a  stock  like  that," 
says  Herzog's  head  trader,  Irwin 
Geduld.  Was  anyone  at  his  firm 
threatened?  "We  weren't,"  said 
Geduld.  "Someone  else  was."  (A 
Frankel  trader,  who  declined  to  give 
his  name,  says:  "We  have  no  com- 
ment whatsoever  about  First  Colo- 
nial Ventures.")  Even  a  brokerage 
that  was  not  a  market  maker,  D.  L. 
Cromwell  Investments  Inc.  in  Boca 
Raton,  received  a  visit  from  a  thug, 
a  source  says.  The  visitor  left  after 
demanding,  and  being  shown,  proof 
that  the  firm  was  not  a  short-seller 
in  the  stock.  Cromwell  officials  de- 
clined comment. 
Sources  say  that  traders  who  caved  in  to  coercion  later 
received  expensive  bottles  of  liquor  with  a  note  that  read: 
"You've  made  a  friend."  But  the  market  makers  who 
dropped  First  Colonial  were  making  no  new  pals  among  in- 
vestors. Since  the  incident,  the  ask  price  paid  by  the  public 
for  buying  First  Colonial  stock  has  climbed — from  a  low  of 
$1.13  on  Oct.  2  to  as  high  as  $4.13  in  recent  trading.  But  the 
bid  price  that  the  public  gets  when  selling  the  stock  back  to 
the  Street  has  been  far  less  buoyant.  The  bid  promptly 
rose  from  a  low  of  87tf  on  Oct.  2  to  $1.50  and  has  stayed  at 


uff:  A  market  maker  in  the  little  town  of  Hurst,  Tex.,      about  that  level,  even  as  the  ask  price  has  skyrocketed  to  al- 


MOB-EXPLOITED  STOCKS:  MOST  HAVE  SUFFERED 


ise  stocks  have  been  identified  by  business  week  The  companies  say  they  know  of  no  Mob  stock-rigging. 
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TY  ENTERTAINMENT 

:es  feature  and  TV  films 

10 

INTERNATIONAL  NURSING  SERVICES 

Health-care  services 

8K 

l5/6 

IPORT  ENTERTAINMENT 

ainment  production  company 

6 

\lA 

MAMA  TISH* 

Makes  Italian  ices 

N/A 

N/A 

RITY  ENTERTAINMENT 

es  theme  park  in  Florida 

3% 

NOVATEK  INTERNATIONAL 

Makes  diagnostic  devices 

13K 

A 

AL  BROADCASTING 

nd  acquires  radio  stations 

6^ 

0SIC0M  TECHNOLOGIES 

Fiber-optic  products 

2WA 

COLONIAL  VENTURES 

laneous  holdings 

8% 

37A 

RECLAIM 

Builds  solid-waste  treatment  plants 

MA 

A 

L  SPILL  MANAGEMENT 

runental  contractor 

11% 

3A 

SC&T 

Makes  multimedia  peripherals 

9 

% 

WOOD  PRODUCTIONS 

picture  producer 

IVA 

8 

SOLV-EX 

Extracts  oil  from  oil  sands 

38 

m 

ATIVE  MEDICAL  SERVICES 

water-purification  system 

TA 

4 

TJT 

Tire  repair  and  reconditioning 

9% 

5A 

blic  offer  was  withdrawn,  November,  1996. 
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Has   It  Changed 


COMPAQ. 

Your   Life  Yet? 


I  Your  PC  is  mission  control.  There's  information 
HBBHHtj  <>n  it.  And  you  need  it.  Now.  Introdu<  ing  the 
Compaq  PC  companion.  Finally  you  can  access  and  exchange 
information  from  here,  there  and  everywhere.  It's  capable 
of  keeping  you  in  constant  communication  with  your  PC 
while  you  bounce  from  meeting  to  meeting,  coast  to  coast* 
So  send  a  few  e-mails,  explore  the  Internet,  check  your 
calendar,  review  that  report.  With  seamless  synchronization 
of  data,  you've  got  everything  you  need  until  re-entry.  Over 
and  out.  For  more  information,  visit  us  at  www.compaq.com 
or  call  1-800-945-3842. 


PC  Conneci  mn 

Introducing  the  Compaq 
PC  companion  It's  truh 
compatible  with  \  our 
Windows-based  PC  and 
synchronizes  your  data. 
Finally,  connection  to  your 
Pi.  is  absolutely  seamless 


MICROS)  >F  1  '  WlNIn  >VVV  CI 
You'll  he  instantly  familiar 
with  the  Windows  91)  user 
interface. You*  11  find  pocket 
versions  of  Microsoft  Word 
and  Excel,  plus  Information 
Management  Software  com- 
patible with  Microsoft 
Schedule  +. 


Communication 

With  bundled  features  like 
e-mail,  Microsoft  Internet 
Explorer  and  remote 
access  software,  you' II  be 
able  to  stay  in  constant 
touch  with  your  data' 


FoHM  W]  I  1 1  Suns  1  AM  I 
Chech  out  its  dec!-:,  light 
weight  desian  w  ith  a  touch 
sensitive,  backlit  display  It 
can  have  6  \IH  oj  R  I  I/. 
and  can  give  you  up  to  20 
hours  of  power.  ()n  just  two 
AA  alkaline  batteries 


C'oMI'AU  INNOVA1  N  >\ 
And  w  ho  better  than 
the  number  one  Pi  com- 
pan\  to  provide  you  w  ith 
the  best  extension  to 
l  our  PC? 
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Abramo  is  "educated,  sounds  sincere.  He's  gotten  all 
these  wiseguys  to  work  together,"  says  one  source 


most  three  times  that  figure.  (On  Oct.  4,  according  to  a  let- 
ter sent  to  market  makers  obtained  by  BUSINESS  WEEK,  the 
nasd  launched  an  inquiry  into  the  dropping  of  First  Colo- 
nial stock  by  market  makers.  The  nasd  declined  comment 
on  the  investigation.) 

Who  was  behind  the  wave  of  intimidation  over  First 
Colonial?  nasdaq  trading  figures  point  toward  a  New  York- 
based  firm  called  pcm  Securities  Ltd.  pcm  was  the  largest 
market  maker  in  First  Colonial  in  September,  with  48%  of 
the  trades.  By  October, 
however,  this  rose  to 
75%.  pcm  completely 
dominated  the  market 
in  First  Colonial. 

Although  he  is  not 
listed  in  nasd  records 
as  a  control  person  or 
even  as  an  employee 
of  pcm — or  of  any  oth- 
er brokerage — Street 
sources  say  that  the 
power  behind  pcm 
is  the  37-year-old 
Ageloff.  He  did  not 
respond  to  numerous 
messages  left  at  pom's 
office  in  Boca  Raton. 
An  employee  there 
said  Ageloff  nowadays 
spends  most  of  his 
time  there,  punctuat- 
ed by  frequent  visits 
to  New  York.  Asked 
about  Ageloff,  Steven 
Edelson,  pcm's  princi- 
pal, denied  that  Agel- 
off has  any  role  in  the 
firm  and  says  he  has 
met  him  only  once. 
Edelson  had  no  com- 
ment on  its  trading  in 
First  Colonial,  and 
First  Colonial  Presi- 
dent Murray  Golden- 
berg    said    he  was 

"shocked"  to  hear  reports  of  intimidation  of  market  makers. 


most  exclusively  to  another  market — the  Fulton  Fish  Mark. 

"Allie  Shades"  Malangone  is  the  Zelig  of  the  Mob's  m 
Street  coterie.  For  years,  he  has  been  observed  by  invest 
gators  in  lower  Manhattan,  ensconced  in  the  twin  worlds  f 
the  Fulton  Fish  Market  and  the  stock  market.  To  law  I 
forcement  he  is  an  alleged  loan  shark  and  gambler,  a  lorjf 
time  power  behind  Mob  control  of  the  Fulton  market,  and ! 
is  described  in  court  proceedings  by  federal  and  state  law  I 
forcement  officials  as  a  capo  in  the  Genovese  crime  fami. 


Whistle-blowers  at  Mob-dominated  firms  are  rare,  but  a 
former  broker  at  Monitor  Investment  alleges  in  a  federal  law 
suit  that  he  was  beaten  with  a  chair  at  the  brokerage 


A  TALE  OF  TWO  MARKETS 

Even  though  nasd  records  show  Ageloff  has  not  been  of- 
ficially associated  with  any  brokerage  firm  over  the  past 
two  years,  he  is  a  widely  known  figure  in  small-cap  stock  cir- 
cles. Why  would  mar- 
ket makers  drop  a 
stock  just  because 
Ageloff  tells  them — 
even  when  he  is  not  accompanied  by  "persuasion"?  Street 
sources  say  the  fear  he  inspires  is  justified:  The  force  that 
di-ives  Ageloff,  they  maintain,  is  a  59-year-old  man  who,  on 
official  record  at  least,  has  never  set  foot  on  Wall  Street.  He 
is  Alphonse  Malangone,  otherwise  known  as  "Allie  Shades," 
and  his  few  appearances  in  the  public  record  pertain  al- 
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But  to  the  very  few  Wall  Streeters  who  know  him,  he  5 
a  sophisticated  market  player  who  is  an  expert  at  "worki^ 
the  spreads" — getting  in  at  the  bid  price  and  exiting  at  t; 
ask  price,  with  the  help  of  cooperative  traders.  "He's  v(  j 
smart,  veiy  articulate,"  says  one  investigator.  "When  W 
hear  him  on  the  wire,  he  would  couch  what  he  would  sayi 
gambling  phrases"  to  mislead  investigators. 

Investigators  are  not  fooled,  but  despite  close  surv<- 
lance  and  wiretaps  dating  back  to  the  1980s  and  perhaps  I 
fore,  they  have  been  unable  to  make  a  case  against  Mal;- 
gone  and  other  reputed  Fulton  market  mobsters  for  thl" 
suspected  activities  on  Wall  Street.  One  longtime  Matf- 
gone-watcher  recalls  that  the  Fulton  market  was  believed )} 
law-enforcement  authorities  in  the  early  '80s  to  be  a  cle  - 
inghouse  for  stolen  bonds.  But  nothing  was  ever  proven.) 

Investigators  thought  they  were  on  to  something,  finaH 
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U  S   W  E  B 

/■  OUTFITTERS  TO  THE  WORLD  WIDE  WEB" 


Got  a  moment?  We'd  like  to  tell  you  a  little 
about  our  three  favorite  things.  (As  you've  no 
doubt  already  guessed,  magazine  advertising 
isn't  numbered  among  them.) 

They  are,in  no  particular  order,  the  World  Wide 
Web,  your  business,  and  the  future. 

At  USWeb  we  believe-and  we're  far  from 
alone-that  we're  on  the  verge  of  a  revolution. 
The  entire  globe  is  being  linked  in  a  vast  web  of 
instantaneous  communication.  The  commerce 
and  communication  of  tomorrow  will  be  carried 
out-and,  we  might  add,  greatly  streamlined-by 
Internet  and  Intranet  technologies. 

And  the  future  may  be  closer  than  it  appears. 
Thousands  upon  thousands  of  businesses  of 
all  kinds  have  already  established  Web  sites. 
Countless  more  are  anxious  to  make  their  pres- 
ence felt  online  as  soon  as  possible. 

That's  where  USWeb  comes  in.  As  a  national 
organization  with  offices  all  across  the  country, 
we're  the  first  to  combine  local  responsiveness 
with  unprecedented  Internet  and  Intranet  exper- 
tise. So,  working  with  USWeb  means  more  than 
Web  site  design  and  development.  It  means  a 
thorough  needs  analysis.  Carrier-grade  hosting. 
Education.  Access.  Basically,  from  the  moment  you 


walk  through  the  virtual  door,  you'll  be  in  the 
most  capable  hands  cyberspace  has  to  offer. 

Need  more  information?  (Not  surprising. 
Magazine  advertisements  can  be  rather  limiting.) 
Visit  our  Web  site  at  www.usweb.eom//osf.  Or, 
call  1-888-USWEB-411,  ext.  201,  and  we'll  provide 
you  with  a  free  guide  describing  how  the  Web 
can  transform  your  business.  And  please  call 
soon.  After  all,  this  may  be  the  last  you'll  see  of  us 
for  a  while.  In  a  magazine  advertisement,  anyway. 
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in  1985.  They  had  in  their  sights  two  big  fish,  so  to  speak — 
Malangone  and  Vincent  Romano,  also  identified  in  court  pa- 
pers as  an  alleged  Genovese  family  member  who  was  sus- 
pected of  involvement  in  the  Fulton  market.  Malangone 
and  Romano  were  probed  by  federal  and  local  authorities  for 

their  alleged  manipula- 
tion of  a  pharmaceuti- 
cal company  stock,  Nu- 
Med  Inc.,  a  company 
that  later  declared  bankruptcy.  Investigators  believed  that 
the  two  men  had  a  position  in  Nu-Med  shares.  The  investi- 
gation was  never  made  public,  for  authorities  couldn't  build 
a  case  against  Malangone  and  Romano.  Efforts  to  reach 
the  two  men  were  unsuccessful. 

Sources  on  Wall  Street  say  that  Malangone  was  a  behind- 
the-scenes  player  in  the  biggest  penny-stock  fiasco  of  recent 
years:  Hanover  Sterling.  According 
to  sources,  Malangone  controlled 
Hanover  through  his  right-hand 
man,  Alan  Longo,  who  has  been 
identified  by  federal  authorities  in 
court  filings  as  a  member  of  the 
Genovese  family.  Longo,  who  is  de- 
scribed by  acquaintances  as  a  heavy 
gambler,  is  said  by  sources  to  have 
worked  directly  with  Ageloff  in 
Hanover  and  other  market  ventures. 

Ageloff — in  concert  with  his  al- 
leged Mob  contacts — is  believed  by 
market  sources  to  have  been  the 
hidden  control  person  at  Hanover. 
It  went  out  of  business  in  early 
1995  and  resulted  in  the  demise  of 
the  firm  that  it  cleared  through, 
Adler,  Coleman  &  Co.  An  attorney 
for  the  trustee  in  the  Adler  Cole- 
man bankruptcy,  Mitchell  A. 
Lowenthal,  says  that  his  firm, 
Cleaiy,  Gottlieb,  Steen  &  Hamilton, 
has  discovered  evidence  that  65%  of 
Hanover's  profits  were  shared  by 
Ageloff  and  another  Hanover  offi- 
cial. Efforts  t<>  reach  Hanover  execs  WKtBKBBHKHHk 
were  unsuccessful. 

Street  sources  say  that  the  Mob 
was  involved  in  both  sides  of  the 

Hanover-Adler  imbroglio.  The  Malangone-Longo-Ageloff 
faction,  they  say,  profited  from  the  runup  in  Hanover  stocks, 
while  other  mobsters  allegedly  sold  short  the  Hanover 
stocks  and  pushed  their  prices  downward— to  the  chagrin  of 
the  Malangone  faction.  This  internecine  dispute,  sources 
close  to  Hanover  say,  was  eventually  resolved  without  blood- 
shed, but  only  after  some  tense  meetings  between  Mob 
factions.  Lowenthal  says  that  his  firm's  investigation  has 
shown  that  "Ageloff  and  some  of  the  shorts  were  all  con- 
nected [to  the  Mob]  in  one  way  or  the  other,"  but  nothing 
was  proven. 

According  to  people  close  to  the  Hanover  Sterling  machi- 
nations, the  Mob  was  represented  on  the  short  side  through 
Falcon  Trading  Group  and  Sovereign  Equity  Management 
Corp.  And  those  brokerages,  sources  say,  are  controlled  by 
the  alleged  SC&T  profiteer — a  silver-haired,  51-year-old  resi- 
dent of  northern  New  Jersey  named  Philip  C.  Abramo. 

Abramo's  name  has  never  surfaced  in  any  of  the  thou- 
sands of  pages  of  deposition  testimony  taken  by  the  adver- 
saries in  the  Hanover-Adler  Coleman  legal  warfare.  Nor 
have  his  recent  legal  troubles — a  federal  fraud  indictment — 


An  alleged  Mob 
loan  shark  and 
gambler  is  said  to 
have  been  a 
behind-the-scenes 
player  in  one  of  the 
biggest  penny-stock 
fiascos  in  recent 
years:  Hanover 
Sterling 


resulted  in  exposure  of  his  Street  ties  or  alleged  Mob  ml 
bership.  Abramo's  stunning  success  at  avoiding  publil 
has  helped  make  him  the  most  active  reputed  Mob  honch<  1 
Wall  Street.  "He  is  educated.  He  sounds  sincere,"  says  I 
source.  "He's  gotten  all  these  wiseguys  to  work  togetheB 

THE  "CONSULTANT' 

In  court  records  and  corporate  filings,  Plulip  Abramo  gm 
his  business  address  as  176  Saddle  River  Road,  South  Hit 
ensack,  N.J.  The  address  applies  to  not  one  but  sevl 
buildings,  fonning  a  kind  of  cul  de  sac  on  a  dreary  stree  I 
an  industrial  town  in  northern  New  Jersey.  It  is  a  quiet  a  ■ 
A  cemetery  is  next  door.  Faded  lettering  shows  that  on  | 
the  buildings  was  once  used  many  years  ago  to  pro<* 
meat.  Today  they  house  an  auto-body  shop,  a  construe  I 
company,  and  other  little  offices  with  ambiguous  names! 

Listed  in  no  official  record™ 
another  address  for  Phil  AbramU 
one  that  is  far  more  apropos  f<ja 
man  who  is  a  hidden  power  in  I 
brokerage  industry.  Until  a  coiflf 
of   months    ago,    sources  m 
Abramo  maintained  an  officef 
the  14th  floor  of  90  Broad  Stl 
lower  Manhattan,  directly  adjoirpg 
the  New  York  office  of  Soven 
Equity  Management.  A  door 
the  two  offices,  and  it  was  alwl 
open.  "I  knew  him  as  a  stock  p 
moter  who  always  had  stock  daj 
We  hired  brokers  who  were  friea 
of  his,"  says  one  Sovereign  p 
ployee  who  requested  anonym 
Sovereign  ceo  Glen  T.  Vittorl 
nies  that  Abramo  had  any  roli] 
the  firm. 

But  sources  describe  his  rom 
central — as  the  hidden  control  p 
son  behind  Sovereign,  a  promim 
name  in  the  micro-cap  stock  bl 
ness,  its  sister  film  Falcon  Tradffi 
and  two  other  firms  that  are  ma 
penny-stock  brokers  and  mare 
makers,  Toluca  Pacific  Securip 
Corp.  and  Greenway  Capital  Cf 
He  is  also  described  by  Stil 
sources  as  controlling  other  dealers  in  small-cap  stew 
through  brokers  and  traders  owing  allegiance  to  him.  | 
On  paper,  Abramo  is  respectability  personified.  Overffl 
past  decade  he  has  been  listed  as  president  or  top  shs 
holder  of  four  publicly  held  investment  companies.  He  is  lis 
ried,  with  a  grown  daughter.  He  has  been  a  "restaurs 
consultant,"  auto  dealer,  and  construction  company  operaa 
He  has  had  four  years  of  college  and  may  even  have  trail  ij 
as  an  accountant. 

But  inquiries  about  Abramo  bring  far  from  routine  rid 
tions.  At  Greenway  Capital,  President  John  Margiottjil 
asked  if  he  knows  Abramo.  Margiotta  replies:  "Who?"  w 
hangs  up  the  phone.  A  person  answering  the  phoncel 
Greenway,  moments  later,  says  that  Margiotta  is  "yH 
busy"  and  "not  in  the  office."  Toluca  Pacific  President  Pu 
Fiorini,  when  asked  about  reports  of  Abramo's  control  omi 
ftim,  calls  them  a  'total  farce."  He  says  he  owns  100%  ofra 
firm  and  goes  on  to  say:  "Who  is  this  person?  I  don't  whi 
my  name  associated  with  this.  I  don't  know  this  perso  ] 
don't  know  Phil  Abramo." 

The  reason  for  the  reticence  is  understandable.  Accoraf 
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Dantzler,  Ft.  Wayne,  Indiana. 
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(Such  as  finding  a  new  set  of  rings  for  a  32-year-old  V-8.) 
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he  help  of  The  Everything  Pages  '  directory  from  GTE,  Hal  Dantzler  lets  his 
s  do  the  walking  for  the  parts  he  needs.  Since  they're  the  world's  easiest 
/  Pages,  it's  a  short  walk.  He  counts  on  GTE  people,  quality  and  reliability 
ke  his  life  easier.  So,  if  you  think  telecommunications  have  only  complicated 
life,  remember,  there's  one  company  you  can  count  on  for  help:  GTE. 
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to  federal  court  records  in  recent  tax-evasion  proceedings 
against  Abramo  in  Newark,  the  Saddle  River  (N.J.)  resident 
lists  his  occupation  as  "consultant."  But  elsewhere  in  the 
court  file,  the  FBI  gives  a  different  version  of  his  livelihood. 

  In  1994,  in  an  affidavit 

filed  with  the  court  in 
a  bail  hearing,  the  FBI 
identified  him  as  a  fre- 
quent visitor  to  reputed  New  York  Mob  boss  John  Gotti  pri- 
or to  Ms  imprisonment  in  1992,  and  alleged  that  Abramo  held 
the  rank  of  capo  in  the  New  Jersey  organized  crime  family 
once  headed  by  Sam  "the  Plumber"  DeCavalcante.  But 
sources  say  that  since  then,  Abramo  has  risen  in  the  lanks  to 
N( ».  2  in  that  crime  family — underboss. 

Abramo  is  easily  the  high- 
est-ranking reputed  mobster  to 
be  engaged  full-time  in  Wall 
Street  activities.  His  lawyer, 
Harvey  Weissbard,  declined 
comment  on  Abramo's  alleged 
ties  to  organized  crime.  Asked 
about  Abramo's  possible  role 
on  Wall  Street,  Weissbard  said 
he  had  "no  information  of 
which  I  can  respond  one  way 
or  the  other,  and  I  doubt  if  I 
did  know  one  way  or  the  other 
that  I  would  respond." 

Little  is  known  about 
Abramo's  early  life,  such  as 
which  college  he  attended.  Ex- 
cept for  a  conviction  for  pos- 
session of  stolen  property  in 
1971  and  another  in  1973  for 
conspiracy  to  distribute  hero- 
in— which  yielded  him  a  sev- 
en-year prison  sentence — he 
has  stayed  out  of  the  limelight. 
Even  when  he  was  indicted  in 

1994  in  New  Jersey  for  al- 
legedly swindling  300  people 
nationwide  out  of  $1  million — 
they  were  sold  phony  "lines  of 
credit" — he  received  no  public- 
ity and  continued  to  work  on 
the  Street. 

Indeed,  by  the  time  he  was 
indicted    in    the  credit-line 

scheme,  Abramo  already  had  a  lengthy,  ostensibly  legiti- 
mate track  record.  In  the  late  1980s  Abramo  founded  pub- 
licly-held investment  companies  with  names  such  as  Cam- 
bridge Investment  Service  Corp.  and  American  Acquisition 
Coip.  (SE( '  filings  by  these  companies  show  they  did  little  but 
file  papers  with  the  sec.)  According  to  papers  filed  by 
Abramo  with  the  sec  for  the  investment  companies,  Abramo 
was  a  "restaurant  consultant  to  Northern  Roses  Inc.  (Miami, 
Fla.),"  during  1982,  and  "was  also  a  restaurant  consultant  to 
Bagel  Nosh  Inc.  (1983  and  1984— New  York,  N.  Y)." 
Abramo's  Bagel  Nosh  connection  is  significant,  because  the 
company  was  brought  public  by  Thomas  J.  Quinn. 

Quinn  was  one  of  the  most  prominent  figures  in  the  pen- 
ny-stock world,  but  his  association  with  Abramo  has  never 
been  made  public,  although  regulators  have  long  suspected  it. 
When  Quinn  was  jailed  in  France  in  1988  for  securities 
fraud,  investigators  say,  Abramo's  name  was  prominently 
displayed  in  a  notebook  that  was  seized  from  him.  Calls  in 

1995  from  Quinn's  telephone  to  Abramo's  unlisted  home 


phone  number  also  appeared  in  phone  records  that  werel 
cently  subpoenaed  by  investigators  seeking  Quinn's  asm 
(He  was  successfully  sued  by  the  sec  for  securities  fraul 
1989  and  owes  millions  of  dollars  in  civil  penalties.)  Indfl 
Abramo  was  subpoenaed  to  testify  before  the  sec  in  ■ 
during  a  probe  of  Quinn,  but  he  invoked  his  Fifth  AmJ 
ment  privilege  against  self-incrimination.  Efforts  to  rJ 
Quinn  for  comment  were  unsuccessful. 

The  Quinn-Abramo  connection  could  become  significam 
the  months  ahead  because  of  an  ongoing  federal  grand  jfl 
probe  in  California  into  possible  irregularities  in  the  tra<B 
in  Solv-Ex  Corp.,  an  Albuquerque-based  company  that  cl M 
to  have  a  process  for  retrieving  oil  from  tar  sands.  (Solvl 
officials  denied  knowledge  of  any  trading  irregularities  I 


Three  men  invited 
for  a  walk.  One  of 
"From  now  on,"  he 


the  head  of  a  penny-stock  brokerage 
the  men  stuck  a  gun  in  his  ribs, 
was  told,  "you're  retailing  our  stocks 


claimed  that  a  private  investigator's  report,  which  theyHj 
fused  to  release,  indicated  there  was  no  manipulation.)  m 
cording  to  sources  close  to  the  grand  jury  probe,  Abriic 
and  Quinn  are  among  those  who  have  been  a  subjecqi 
the  investigation. 

Today,  Abramo  faces  a  one-year  prison  term  for  tax  <a 
sion.  It  was  a  plea  bargain — the  guilty  plea  to  tax  evasio  in 
return  for  dropping  of  the  loan-scheme  charges.  He  is  sells 
uled  to  report  to  prison  on  Jan.  7.  Wliile  he  may  well  ha  lfc 
his  Street  interests  while  incarcerated,  in  some  quarts 
there  is  concern  that  his  departure  will  mean  an  increase 
violence. 

The  level  of  violence  is  becoming  worrisome.  Earljii 
November,  a  broker  at  a  New  York-area  brokerage  ■ 
severely  beaten,  his  aim  broken,  in  the  lobby  of  the  firm 
so  often  happens  in  such  situations,  he  did  not  notify  thelo- 
lice.  His  offense:  He  moved  from  a  Mob-controlled  t  j 
taking  his  customers  with  him,  and  dared  to  sell  their  st<  1 
Sell  pressure  on  stocks  is  just  what  the  Mob  despises  (un.;> 
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of  course,  they  are  short).  It  can  sour  a  deal — and  the  often 
immense  profits  that  can  come  with  it. 

THE  DEAL 

Mama  Tish's  International  Foods  is  a  Chicago-based  compa- 
ny that  makes  Italian  ices.  But  when  it  went  public  last 
month,  it  was  red-hot.  The  ipo  went  for  $5,  but  on  the  first 
day  of  trading,  the  shares  moved  as  high  as  $9.75 — a  sure 

sign  of  "flipping,"  in 
which  favored  in- 
vestors cash  out  of  the 
stock  immediately. 
Alas,  the  Mama  Tish  ipo  was  canceled — wiping  out  all  the 
trades — when  the  underwriter,  a  Long  Island  firm  called 
Landmark  International  Equities,  got  into  a  heated  dispute 
with  the  firm  that  clears  its  trades.  The  company  and  un- 
derwriter were  disappointed — and 
so  were  some  people  who  hate  to  be 
disapppointed. 

Even  before  the  deal  began, 
traders  began  receiving  phone  calls 
warning  them  not  to  short  the  ipo, 
which  might  have  driven  down 
prices.  According  to  Wall  Street 
sources,  among  the  people  who 
would  have  profited  heavily  from 
the  Mama  Tish  ipo  is  John  Gotti  Jr., 
reputed  acting  boss  of  the  Gambino 
family  and  son  of  the  imprisoned 
Gambino  crime  family  chieftain.  Ac- 
cording to  Wall  Street  sources,  "Ju- 
nior" Gotti  is  the  hidden  owner  or 
control  person  of  one  of  the  broker- 
ages— other  than  Landmark — that 
was  active  in  the  Mama  Tish  deal. 
Had  the  deal  gone  through,  any 
Gotti  people  involved  in  the  deal 
would  have  profited  handsomely 
from  the  80%  difference  between 
the  offering  price  and  the  trading 
price  of  the  shares.  Gotti  was  un- 
reachable for  comment.  A  company 
official  said  he  did  not  know  of  any 
Mob  involvement  in  the  ipo. 

If  "Junior"  Gotti  represents  the 
younger  generation  of  reputed  mob- 
sters on  the  Street,  the  older  generation  would  be  epitomized 
by  John  "Sonny"  Franzese.  Franzese  has  been  described 
by  law-enforcement  authorities  for  decades  as  an  influential, 
feared  mobster  who  allegedly  was  the  former  underboss  of 
the  Colombo  crime  family.  Sources  say  Franzese  joined  the 
Mob's  rush  to  the  stock  market  after  his  release  on  parole 
from  a  50-year  term  for  bank  robbery  in  1994.  According  to 
sources,  the  77-year-old  reputed  Mob  elder  described  himself 
to  associates  earlier  this  year  as  controlling,  through  a  con- 
federate, Monitor  Investment  Group,  whose  brokers  al- 
legedly ripped  off  the  West  Coast  investor  by  promising  a 
guaranteed  iiinup.  Monitor  chairman  William  F.  Palla  denies 
that  Franzese  or  organized  ciime  has  ever  played  any  role  in 
the  firm. 

Monitor,  which  ceased  active  operations  last  June,  is  de- 
scribed by  former  employees  as  a  center  for  widespread 
stock  manipulation — specifically  involving  boxing  of  Inter- 
national Nursing  Services,  Beachport  Enteitainment,  and  In- 
novative Medical  Services.  Officials  of  the  three  companies 
say  they  were  unaware  of  any  irregularities  in  the  trading  of 
their  stocks.  International  Nursing  Chan-man  John  Yeros, 


"  Junior"  Gotti, 
reputed  acting  boss 
of  the  Gambino 
crime  family,  is  said 
to  be  the  hidden 
owner  of  a  broker- 
age active  in  the 
recent  failed  IPO  of 
Mama  Tish,  a 
Chicago  food  outfit 


however,  concedes  he  felt  something  was  amiss  at  Moil 
when  he  attended  a  presentation  the  brokerage  sponsored 
International  Nursing  at  a  downtown  hotel — and  found  1 
Monitor  had  hired  a  hooker  to  "service"  the  brokers  hi 
tendance.  Palla  says  he  heard  of  the  "hooker  incident"! 
denies  Monitor  retained  that  person. 

If  Franzese  in  fact  became  involved  in  the  penny-si 
business,  it  would  be  a  potent  sign  of  the  lure  of  the  pel 
stock  business  to  the  Mob.  But  like  Abramo,  Franzese  I 
have  to  cool  his  interest  in  the  market  for  a  while.  He] 
recently  found  to  have  violated  the  terms  of  his  parolefl 
was  ordered  back  to  prison. 

THE  FUTURE 

There  are  plenty  of  young  mobsters  ready  to  take  the  m 
of  any  old-timers  who  might  fall  victim  to  any  future  lava 
forcement  crackdown.  One  Bri 
lyn-based  prosecutor,  a  specialifl 
the  Mob,  observes  that  "there  ag 
lot  of  wannabes  getting  jobs  ori 
Street,  working  in  these  pla 
cold-calling."  That  might  exjl 
why  there  seems  to  be  no  shori 
of  people  willing  to  carry  guns  I 
brokerage  houses  and  beat! 
traders  in  front  of  witnesses! 
telephone  threats  to  traders. 

One  reputed  up-and-comer  ir. : 
Street's  Mob  contingent  is  Domij 
"Black  Dom"  Dinassio,  who  is  1 
by  Street  and  law-enforcerw 
sources  to  hold  sway  over  EurdJ 
lantic  Securities,  a  Manhattan  | 
kerage  that  is  active  in  pap 
stocks.  According  to  a  source  irffl 
Manhattan  District  Attorney'™ 
fice,  Dinassio  is  allegedly  an  asl 
ate  in  the  Colombo  crime  familM 
Law-enforcement  sources  1 
that  Dinassio  has  lately  been! 
served  in  the  company  of  Lop 
Malangone's    longtime  parte 
Sources  say  a  short-seller  who  n 
active  in  shorting  Hanover  stcfl 
John  Fiero,  told  police  recently 
Dinassio  threatened  him  foriri 
trades  in  one  stock  brought  public  by  Euro- Atlantic,  Hlj 
wood  Productions  Inc.  Fiero  refused  comment  and  compn 
officials  did  not  return  phone  calls.  Contacted  at  Euro* 
lantic's  office  in  lower  Manhattan,  Dinassio  declined  to  disss 
his  role  at  the  firm.  Asked  about  the  allegations  that  he  fa 
connected  to  organized  crime,  he  replied:  "What?  I  tri 
you're  crazy,  buddy.  I'll  talk  to  you  later,"  and  hungjq 
Euro- Atlantic  officials  did  not  return  phone  calls. 

Although  whistle-blowers  in  Mob-run  firms  are  rareJI 
increasing  violence  is  beginning  to  enter  the  public  record! 
Monitor,  the  firm  Franzese  allegedly  claimed  to  control,  ajn 
cident  last  January  led  to  a  rarity  in  this  world — a  lawl 
In  a  suit  filed  in  U.  S.  District  Court  in  Manhattan,  foijl 
broker  Robert  Grant  contends  that  he  was  "maliciously]! 
violently  struck,  battered,  beaten,  pummelled,  pusl 
punched,  and  attacked"  by  Monitor  employees  at  the  iif 
gation  of  Palla  and  another  manager.  At  one  point,  the  fii 
says,  Grant  was  beaten  with  a  chair.  The  lawsuit  doesio 
say  so,  but  witnesses  say  that  another  broker  was  als<vi 
ciously  assaulted.  Neither  Grant  nor  the  other  broker  wil 
comment,  and  Palla  says  he  was  in  Philadelphia  at  the  p 
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pink  of  it  as  the  most  important 
part  of  your  PC,  to  go. 


Presenting  Pilot,  the  easy  way  to  take  the 
important  personal  info  that's  on  your  PC 
with  you  wherever  you  go 

Enter  addresses,  phone  numbers,  and 
appointments  just  once  —  on  your 
Pilot  or  your  PC.  Then  drop  Pilot 


;  cradle  and  press  the  HotSync"  button.  That's  all  it  takes 
3  your  Pilot  and  PC  in  sync. 


pilot 


Pilot  comes  complete  with  its  own  desktop  personal  information 
manager,  plus  everything  you  need  to  be  up  and  running  in  minutes. 
It's  also  compatible  with  the  Windows  software  you're  currently  using 
for  personal  information  management,  including  Lotus  Organizer, 
Schedulet  Now  Up-to-Date,  and  Sidekick*  And  at  only  4.5" 
tall,  5.5  oz,  and  $299,  it  fits  any  pocket  and  pocketbook. 
To  learn  where  to  get  one,  call  1-800-881-7256.  To  arrange 
I  organizer,    a  demo,  go  to  our  web  site,  http://www.usr.com/palm. 


Now  available  at  Circuit  City,  CompUSA,  Computer  City,  Egghead,  Office  Depot,  OfficeMax  and  Staples 

te  lor  third  party  desktop  PIM  software  must  be  purchased  separately  The  average  U  S  street  price  for  Pilot  1000,  complete  with  all  desktop  and  orgarwer  software  docking  cradle  and  accessories  ©  1996  U  S  Robotics 
3  and  the  U  S  Robotics  logo  are  registered  trademarks  and  Pilot,  the  Pilot  logo  and  HotSync  are  trademarks  ol  U  S  Robotics  and  its  subsidiaries  All  other  product  names  are  registered  trademarks  of  their  respective  owners 
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of  the  incident,  which  he  describes  as  a  "fight."  One  witness 
says  Monitor  management  suspected  that  the  two  brokers 
may  have  been  short-selling  Monitor's  favorite  stocks. 

Some  of  the  most  violent,  emdest  elements  to  come  to  the 
Street  are  part  of  its  fastest-growing  contingent — the  Russ- 
ian Mob,  based  in  the 
Brighton  Beach  section 
of  Brooklyn.  "Over  the 
past  couple  of  years, 
they've  put  people  in  the  [brokerages],  kids  with  clean 
records,  and  they're  washing  money  legitimately,"  says  one 
law-enforcement  official  who  is  intimately  familiar  with 
Russian  organized  crime.  The  offspring  of  two  major  Russ- 
ian mob  figures,  he  notes,  have  been  active  on  Wall  Street. 


Cover  Story 


The  Mob's  fascination  with  Wall  Street  is  understail-i 
able,  for  they  have  had  little  to  fear  from  law  enforcementis 
regulators.  If  the  authorities,  finally,  act  against  Mob  mdj 
bers  who  are  active  on  the  Street,  it  will  be  the  first  sin 
prosecution  since  1973,  when  three  major  Mob  figures  wijef 
imprisoned  for  securities  fraud.  At  the  time,  the  Mobsfoa 
were  vanquished  because  one  of  their  confederates  became 
government  witness.  "It's  practically  impossible  to  proseeij 
these  people  unless  you  have  a  turncoat,  somebody  w 
can  walk  you  through  all  those  transactions,"  notes  Ira  Ie 
Sorkin,  a  former  sec  regional  director  who  was  involveql 
the  1970s  prosecutions.  So  long  as  the  Street  continues* 
keep  silent  on  the  Mob  in  its  midst,  organized  crime  will  eft 
tinue  to  be  the  silent  partner  of  the  financial  markets. 


DID  THE  NASD  LOOK  THE  OTHER  WAY? 


He  was  the  head  of  a  penny-stock 
brokerage  that  has  had  its 
share  of  regulatory  problems. 
This,  he  has  told  friends,  is  what 
happened  to  him  early  in  1996: 

Two  men  appeared  at  his  midtoum 
Manhattan  office.  They  went  for  a 
walk.  One  man  stuck  a  revolver  in  . 
his  ribs.  "From  now  on,"  he  was 
told,  "you're  retailing  our  stocks." 

According  to  sources,  this 
man's  brokerage  did  not  retail 
the  two  mobsters'  stocks.  Nor 
did  he  contact  regulators  or 
the  National  Association  of 
Securities  Dealers.  Instead,  he 
got  in  touch  with  the  only 
power  that  seemed  to  make 
sense:  a  protector  in  the  Mob. 
Somehow,  the  problem  was 
"straightened  out. "  Asked 
about  the  incident  by  business 
week,  he  responds:  "I  don't 
want  to  get  involved." 

If  this  penny-stock  exec 
showed  a  less  than  civic-mind- 
ed attitude  toward  law  en- 
forcement, it's  understand- 
able— particularly  if  the 
allegations  of  a  57-year-old  for- 
mer nasd  official,  Massood  Gi- 
lani,  prove  valid.  Gilani  worked 
in  the  Special  Investigations 
Unit  of  the  nasd's  New  York  office, 
checking  complaints  of  improprieties 
and  reporting  them  to  his  superiors 
for  further  action.  He  paints  a  pic- 
ture of  widespread  indifference  to- 
ward customer  complaints  that 
might  have  been  a  tip-off  of  Mob  in- 
filtration of  Hanover  Sterling  &  Co. 

From  1992,  when  Gilani  started 
working  at  the  nasd  in  New  York, 
until  late  1995,  when  he  left,  there 
was  disturbing  talk  in  the  hallways 
of  the  agency's  New  York  office. 


"The  rumor  was  that  some  of  these 
firms  were  run  by  the  Mafia . . .  the 
word  was  that  some  of  them,  includ- 
ing Hanover  Sterling,  were  used  to 
launder  drug  money,"  he  says. 

Gilani  says  he  received  an  unusu- 
ally large  volume  of  complaints 
about  Hanover  from  customers, 
most  involving  unauthorized 
trades — something  Gilani  suspected 


MASSOOD  GILANI:  The  ex-NASD  examiner 
suggested  a  wider  probe  into  Hanover 


might  have  indicated  stock  "park- 
ing." "They  were  definitely  pushing 
the  stocks  up,  and  it  definitely 
looked  like  parking,"  says  Gilani. 
From  October,  1993,  to  June,  1994, 
he  says  in  the  suit,  there  were  at 
least  31  customer  complaints 
against  Hanover,  almost  all  alleging 
unauthorized  trading.  Among  the 
complaints,  he  says,  were  several 
against  Roy  Ageloff,  who  Gilani 
says  was  widely  known  at  the  nasd 
to  be  the  power  behind  the  firm. 


Sources  have  told  business  week 
that  Ageloff  has  ties  to  the  Gen- 
ovese  crime  family. 

Gilani  says  he  "suggested  that  a| 
wider  investigation  be  conducted  bj 
enforcement  and  market  sui"veil- 
lance."  The  response?  "I  was  told 
mind  my  own  business."  At  one 
point,  he  was  told  by  a  supervisor 
"very  bluntly  that  [the  brokerages 
pay  your  paycheck.  You  don't 
bite  the  hand  that  feeds  you." 

nasd  officials  note  that  the 
took  action  against  Hanover 
Sterling — but  not  until  after 
Hanover  went  out  of  business! 
Gilani  says  that  he  urged  the 
nasd  to  act  long  before  the 
company  folded — in  time,  per 
haps,  for  regulators  to  act  be- 
fore its  failure  brought  down 
the  company's  clearing  firm, 
Adler,  Coleman. 

Gilani  is  hardly  an  impartial 
source:  He  was  fired  by  nasd 
in  1995,  and  he's  suing  for 
racial  discrimination,  (nasd  of] 
ficials  decline  comment  on  the 
suit.)  Still,  his  comments  re- 
garding the  nasd's  handling  o| 
Hanover  Sterling  are  damning) 
To  be  sure,  Gilani  hardly  hac 
much  clout  at  the  nasd,  since 
he  was  in  the  doghouse  much 
the  time.  One  lawyer  pursuing  his 
suit,  Aegis  J.  Frumento  of  Singer 
Zamansky  LLP  in  New  York,  notes  j 
that  the  Iranian-born  Gilani  "agitat 
ed  a  great  deal  on  discrimination 
and  employment  policies."  Gilani 
feels  he  was  ignored  because  of  the 
"corporate  culture  at  the  nasd."  j 
And  if  his  tale  of  indifference 
proves  correct,  it  would  seem  that 
the  nasd  is  a  far  cry  from  being  th 
Eliot  Ness  of  Wall  Street. 

By  Gary  Weiss  in  New  Yc 
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Finance 


PORTFOLIO  MANAGEMENT 


FORGET  ALL  YOU 
KNOW  ABOUT  STOCKS 

Bob  Haugen's  recipe  may  change  the  way  you  invest 


Looking  for  the  ideal  investment? 
How  about  a  group  of  stocks  sig- 
nificantly more  profitable,  less 
risky,  and  cheaper  than  the  aver- 
age stock  in  the  Standard  &  Poor's  500- 
stock  index?  Sounds  pretty  good,  ex- 
cept very  few  stocks  have  all  these 
characteristics — at  least,  not  enough  to 
fill  a  portfolio. 

No  problem,  says  Robert  A.  Haugen, 
a  finance  professor  at  the  Graduate 
School  of  Management  of  the  Universi- 
ty of  California,  Irvine.  From  a  uni- 
verse of  3,000  ordinary  stocks,  Haugen 
has  been  building  portfolios  of  "Super 
Stocks"  that,  taken  as  a  whole,  have  all 
the  desirable  characteristics 
that  normally  prove  elusive 
in  a  single  security.  In  a 
sense,  the  whole  portfolio 
becomes  greater  than  the 
sum  of  the  parts.  And  be- 
cause of  its  special  attribut- 
es, the  portfolio  can  handily 
beat  the  market.  "Think 
about  soup,"  says  the  54- 
year-old  professor.  "You 
have  lots  of  ordinary  ingre- 
dients, which  individually  you  may  not 
even  like.  But  put  them  together  in  the 
right  proportions  and  you  can  make  a 
wonderful  soup." 

"CAREER-MAKING?"  Haugen's  approach 
fundamentally  challenges  the  received 
wisdom  by  which  trillions  of  dollars 
have  been  managed  for  decades.  So  far, 
few  disinterested  experts  have  had  an 
opportunity  to  study  Super  Stock  port- 
folios. But  if  his  system  proves  out,  it 
could  bring  major  changes  in  the  in- 
vestment management  business.  Hau- 
gen says  the  payoff  from  Super  Stock 
investing  is,  well,  super:  an  average  foul- 
percentage  points  a  year  better  than 
the  s&p  500.  Many  money  managers 
might  beat  that  over  several  years,  but 
few  have  done  it  over  10-  or  15-year 
periods.  "Four  percentage  points,"  says 
Haugen,  "is  a  career-making  return." 

It  hasn't  made  anybody's  career  yet, 
but  Haugen  is  certainly  trying.  He  has 
been  on  academic  leave  for  the  past  se- 


mester, working  out  of  a  vacation  home 
in  Durango,  Colo.,  and  traveling  exten- 
sively in  the  U.  S.  and  abroad,  talking 
about  his  ideas  and  signing  up  licensees 
for  the  system. 

Corollaries  of  Haugen's  heretical 
views  extend  beyond  Super  Stocks.  An 
author  of  seven  books  and  consultant 
to  money  managers  and  several  public 
pension  funds,  he  is  regarded  as  an  icon- 
oclast by  his  peers  in  academia.  In  his 
1995  book,  The  New  Finance:  The  Case 
Against  Efficient  Markets,  Haugen  at- 
tacked the  notion  widely  held  in  acade- 
mia and  taught  in  business  schools  that 
markets  are  fairly  efficient  and  no  one 


licensed  Haugen's  program  and  ;je 
lectively  managing  about  $200  1 
in  a  Super  Stock  portfolio.  Seven! 
firms  plan  to  start  running  Supei 
portfolios  in  January,  and  a  few! 
are  still  testing  the  program. 

The  oldest  live  portfolio  usil 
Super  Stock  approach  is  a  $45  I 
fund  run  by  Industrifinans  Assel 
agement,  an  investment  manaa 
firm  in  Oslo.  The  two-year-old  M 
gian  fund  applies  Haugen's  met] 
an  international  portfolio  that 
in  the  U.  S.,  Britain,  France,  Gk 
and  Japan.  Arild  Orgland,  a  par 
Industrifinans,  says  that  the  fu 
delivered  the  expected  four  pen 
points  over  its  benchmark  (befor 

Most  of  Haugen's  licensees 
institutional  accounts,  but  one  tir 
mutual  fund  is  now  following  I 
tern.  The  $3  million  Analytic  En 
Equity  Portfolio  started  using  H 
program  in  September.  It's  too 
tell  if  the  fund  will  meet  its  lonj 
performance  goal,  but  early  retu 
promising.  From  Oct.  1  through 
Analytic  Enhanced  Equity 
an  11.1%  return,  vs.  10.1%  i 
s&P  500.  On  an  annualized  bas 


IT'S  LIKE  SOUP:  Li  You  have  lots  of  ordinary  ingre 
ents,  which  individually  you  may  not  even  like. 
But . . .  you  can  make  a 
wonderful  soup  J  J 


rati 


ROBERT  A.  HAUGEN 


can  consistently  beat  the 
market  without  taking  higher 
than  market  risks.  That 
school  of  thought  also  teaches 
that  for  most  investors,  the 
best  strategy  is  to  invest  in  a 
fund  that  merely  replicates 
the  return  of  a  market  index 
like  the  s&p  500.  "If  you  be- 
lieve that,"  Haugen  told  a 
workshop  last  month  at  the 
Charles  Schwab  Institutional 
Conference  in  Orlando,  "you 
are  utterly  and  completely 
misguided  and  confused.  The 
market  is  easy  to  beat." 

So  far,  Haugen  has  been 
beating  the  market  mostly  by 
testing  his  portfolios  with  his- 
torical data.  Though  there 
isn't  much  real-world  experi- 
ence with  the  method  yet, 
eight  investment  firms  and 
pension  fund  investors  have 
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5  performing  above  expectations, 
m  early  observations,  it's  clear 
ad  doesn't  beat  the  market  all  the 
'On  days  the  market  rockets  up, 
ind  hardly  moves  at  all,"  says 
ira  de  Silva,  managing  director 
ilytic  tsa  Global  Asset  Manage- 
Inc,  a  Los  Angeles  investment 
er  with  $2  billion  in  assets,  which 
le  small  fund.  De  Silva  worked  on 
ch  with  Haugen  when  he  was  a 
andidate  and  Haugen  was  his  ad- 
"Then,  over  the  next  few  days, 
id  moves  up.  That's  because  the 
are  not  the  institutional  favorites, 
m't  get  Netscape  or  Iomega." 
Y  CREW.  What's  unusual  about  a 
Stock  portfolio  is  that  most,  if 
|  the  stocks  by  themselves  hardly 
uper.  Among  those  in  the  Analytic 
*e  Manpower,  Interstate  Bakeries, 
n-Marcus,  and  U  S  West.  The 
olds  82  stocks,  and  de  Silva  says 
mber  will  grow  as  the  fund  does, 
obably  will  not  need  more  than 
mes  to  carry  the  program, 
gen  says  the  program  can  be 
down  to  fewer  names  as  well, 
at  Haugen's  16-stock  portfolio 
which  delivered  a  10.36%  return 
ember  vs.  7.55%  for  the  s&p  500. 
lottest"  stocks  on  the  list — Ab- 
jboratories,  Schering-Plough,  and 
Instruments — are  all  up  more 
)%  this  year.  But  there's  also  Mi- 
echnology  Inc.,  which  is  down 
10%  for  the  year  and  trades  at 
an  half  its  1995  high.  Pacific  Gas 


&  Electric  Co.  and  Unicom  Corp.  are 
also  in  the  red  for  1996.  The  Super 
Stock  system  does  not  put  an  equal 
amount  in  each  stock,  but  rather  uses 
specific  weightings. 

This  motley  assemblage  has  a  clear 
logic.  Abbott,  Schering,  and  Texas  In- 
struments give  the  portfolio  its  high 
profitability  characteristics.  The  big  oil 
companies  like  Amoco,  Exxon,  and  Mo- 
bil bring  liquidity,  cash  flow,  and  divi- 
dend yield  and  also  have  lower-than-av- 
erage  price  volatility,  or  "beta."  The 
utilities  contribute  even  lower  betas  and 
higher  yields. 

Even  with  its  somewhat  clunky  com- 
panies, the  16-stock  portfolio  still  com- 
pares favorably  with  the  s&P  500,  ac- 
cording to  Haugen  (table).  For  instance, 
the  companies  as  a  whole  have  less  debt 
and  more  ability  to  service  it  than  the 
average  s&P  500  company;  they  have 
higher  returns  on  equity  and  earnings 
growth,  and  price-earnings  ratios  of 
about  half  that  of  the  s&P  500.  The  one 
drawback,  says  Haugen,  is  its  heavy 
weighting  in  energy  and  tobacco  stocks, 
leaving  it  exposed  to  adverse  news  in 
those  sectors.  That's  why  portfolios  with 
more  stocks  are  slightly  more  desirable. 

Though  Super  Stocks  are  a  long- 
term  strategy,  no  stock  is  necessarily  a 
long-term  holding.  Haugen  suggests 
monthly  rebalancing,  and  stocks  and 
weightings  can  change  significantly.  In- 
vestors can  also  modify  the  program 
to  change  performance  goals  or  portfo- 
lio traits.  That  way,  no  two  investors 


A  Junior-Size  Super 
Stock  Portfolio 


STOCK  *  WEIGHTING 

IN  PORTFOLIO 

C  VV  AM 

Q  C\l°/ 
O.U/  /o 

LUtWo 

fi  fl7 
O.U/ 

MAD  II 

fi  fl7 
O.U/ 

rALIMU  UA5  fit  tLtL  1  Kit. 

O.U/ 

btntKmb-rLUUbn 

O.U/ 

TCVAC   IMCTDI  1R/1CMTC 

1  tAAb  INolKUMtNIo 

/.oU 

did  MADicrn  uai  aimac 
KJK  NAbloLU  nULUINbo 

O./U 

flinnrn 
AlvtUUU 

O.UD 

llYirtKIAL  UIL 

b.Ul 

A  Q  D  ATT  1  A  RAD  AT  AD  ICC 

AddU  1  I  LAttUKAl  UKIto 

A  Q7 

TDUU 
1  KW 

A  0.7 
4.3/ 

1  IMtf^AM 

UlNILUM 

A  70 

4.  IIS 

UNION  CARBIDE 

4.75 

UST 

4.63 

GENUINE  PARTS 

4.52 

MICRON  TECHNOLOGY 

4.45 

*AS  OF  NOV  1,  1996 

DATA:  HAUGEN  CUSTOM  FINANCIAL  SYSTEMS 

should  end  up  with  the  same  buy  list. 

Should  Haugen's  ideas  behave  in  prac- 
tice as  he  predicts,  it  could  have  a  seis- 
mic impact  on  investment  practices.  His 
"build  what  you  can't  buy"  approach  is 
vastly  different  from  that  of  convention- 
al money  management.  Usually,  a  man- 
ager homes  in  on  stocks  for  one  or  two 
characteristics,  such  as  a  certain  level 
of  p-e  ratio  or  dividend  yield,  and  builds 
a  portfolio  from  those  that  pass  that 
screen.  But  using  Haugen's  system, 
managers  can  factor  in  a  dozen  or 
so  portfolio  characteristics. 

The  Super  Stock  idea  could  do 
away  with  the  longstanding  debate 
about  whether  to  buy  "growth" 
stocks — those  with  high  earnings 
growth  and  profitability — or  "val- 
ue" stocks — those  that  are  cheap 
by  statistical  measures,  like  p-e  rat- 
ings and  dividend  yields.  The  mar- 

MARKET  CAP  TURNOVER           85%           106%  104%  stocks,  so  at  any  one  point,  the  val- 

PRAFiTARii  i tv  ue  or  growth  manager— and  his 

iadili  clients— is  relegated  to  underper- 

AFTER-TAX  MARGIN  ON  SALES     9.46%        11.49%  11.55%  forming  the  market.  But  the  Su 

RETURN  ON  EQUITY              20.31%        29.37%  24.00% 


Super  Stocks  vs.  the  Market 

CHARACTERISTIC 

S&P  500 

SUPER  STOCKS* 
16-STOCK  145-STOCK 
PORTFOLIO  PORTFOLIO 

RISK 

BETA 

1.00 

1.04 

0.93 

DEBT  TO  EQUITY 

143% 

53% 

50% 

10.54 
LIQUIDITY 


18.82 


19.98 


5-YR.  EPS  GROWTH 


17.71% 
VALUATION 


24.14% 


25.07% 


PRICE  TO  EARNINGS 

20.08 

10.75 

9.80 

PRICE  TO  CASH  FLOW 

11.18 

6.29 

5.55 

PRICE  TO  BOOK 

3.10 

1.90 

1.81 

PRICE  TO  SALES 

1.28 

0.94 

0.70 

DIVIDEND  YIELD 

2.17% 

3.45% 

3.60% 

*AS  OF  NOV.  1.  1996 

DATA:  HAUGEN  CUSTOM  FINANCIAL  SYSTEMS 

per  Stocks  method  incorporates  the 
best  of  both  investment  styles,  and 
those  that  adopt  it  might  be  able  to 
skirt  those  cyclical  swings. 

Of  course,  all  of  this  is  contin- 
gent on  the  successful  transfer  of 
ideas  from  paper  to  practice.  Keep 
an  eye  on  Analytic  Enhanced  Eq- 
uity mutual  fund  or  any  other  in- 
vestor that  adopts  the  Super  Stocks 
strategy.  You  just  might  see  Bob 
Haugen's  career  being  made. 

By  Jeffrey  M.  Laih-rman 


Entrepreneur  Series  from  Bell  Atlantic 


There  is  still 
an  American 

frontier 


A  place  you  can  go 

To  risk  everything 
To  work  hard  and  call  the  shots  and 
Find  out  who  you  are. 

It's  along  an  interstate,  it's  downtown 

It's  wherever  you  are:  you  are  this  business. 
You  are  your  own  frontier. 

May  we  help  you? 


fit  - 


mm  -11 
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Offered  ty  Bell  Atlantic  Internet  Solutions.  Inc-  Not  available  in  all  areas  £  1996  Bell  Adanuc 


Small  business  is  important. 

Small  businesses  just  like  yours  keep  our 
communities  together,  give  most  kids  their  first 
jobs,  and  provide  people,  every  day,  with  the 
things  they  need  to  get  by.  And  Bell  Atlantic  is 
proud  to  help  you  get  the  job  done. 

Now,  we  can  help  you  in  ways  you  might 
not  expect  (especially  if  you  only  know  us  for 
our  dial  tone).  How?  With  things  like  Internet 
access^  high-speed  ISDN  lines,  and  of  course, 
the  latest  in  telephone  technology. 

To  find  out  more,  please  call  Bell  Atlantic 
Small  Business  Services  at  I  800  THE  CALL 


Finance 


INSURANCE 


IS  CIGNA'S  ASBESTOS  PLAN 
FIREPROOF? 

Criticism  ignites  over  the  insurer's  plan  to  split  off  liabilities 

Just  10  months  ago,  it  seemed  cigna 
Corp.  had  solved  the  problem  of 
what  to  do  with  a  seemingly  bot- 
tomless pit  of  asbestos  and  environ- 
mental liabilities.  In  a  novel  move,  the 
Philadelphia  insurer  split  its  property 
and  casualty  operations  in  two:  one  unit 
for  ongoing  business  and  a  separate,  in- 
active outfit  to  handle  potentially  more 
than  $4.5  billion  in  problematic  liabilities. 

In  one  of  the  biggest  brouhahas  in  the 
commercial  insurance  industry  in  years, 
rivals  tried  to  thwart  the  plan,  complain- 
ing that  they  might  have  to  pick  up  the 
tab  if  the  new  outfit  defaulted.  They  ar- 
gued that  the  industry  would  then  face 
higher  bills  for  its  self-insuring  guaranty 
fund  system,  cigna,  though,  won  en- 
dorsements of  its  restructuring  from  the 
Pennsylvania  Insurance  Commissioner 
and  regulators  in  seven  other  states. 

End  of  story?  Far  from  it.  oigna's 
critics  have  intensified  their-  campaign  to 
derail  the  insurer.  On  Dec.  11,  Chubb, 
St.  Paul,  and  American  International 
Group  will  appeal  the  Pennsylvania 
commissioner's  action  before  the  state's 
Commonwealth  Court.  The  National 
Conference  of  Insurance  Guaranty 
Funds  and  the  Consumer  Federation  of 
America  are  also  raising  protests.  Ar- 
gues the  Consumer  Federation:  "Insur- 
ance companies  should  not  be  encour- 

CIGNA  vs.  Its  Critics 


ark 


lion  more  in  working  capital,  along  i 
assets  of  $4.5  billion  for  the  new  n 
pany,  called   Brandywine  Holdl, 
"What  we've  done  is  something  pi 
for  all  our  policyholders,"  says  Eh  .  | 
A  study  by  Tillinghast-Towers  Pf 
a  consulting  firm,  backs  that  up. 
missioned  by  Kaiser,  the  firm  lool 
162  scenarios  for  estimating  cigna 
bestos  and  environmental  liabilitiej 
found  that  Brandywine  held  e 
money  for  all  but  four  cases.  In 
four,  the  additional  a 
required  by  Kaiser  v 
cover  the  shortfall.  Ins:  : 
it  is  overfunding  its 
cigna  says  it  expect 
have  money  left  over 
all  liabilities  are  paid. 

Critics  are  skeptica 
the  asbestos  and  env : 
mental  claims  turn  out 
much    bigger   than  v-i- 
currently  project, 
happens?"  asks  J.  R<  63 
Hunter,  the  Consumer 
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CIGNA 


Setting  up  a  separate 
company,  named 
Brandywine,  to  hold 
CIGNA's  asbestos 
and  environmental 
liabilities  reassures 
customers  and  claim- 
ants that  CIGNA  will 
remain  healthy. 
Brandywine,  with 
$4.5  billion  in  assets 
plus  $800  million  in 
reinsurance,  has 
ample  resources  to 
cover  claims. 


CRITICS 


Brandywine's  re- 
sources may  not 
cover  its  liabilities. 
Future  claims  are 
unknowable.  Con- 
sumers, competitors, 
and  state  guaranty 
funds — the  industry's 
safety  net — could  be 
left  holding  the  bag. 
That  could  shake 
confidence  in  the  in- 
dustry's self-insuring 
system. 

DATA:  BUSINESS  WEEK 


aged  by  regulators  to  employ  slick  cor- 
porate maneuvers  to  wriggle  out  of 
their-  contractual  obligations." 

cigna  faces  trouble  on  other  fronts. 
The  North  Carolina  Insurance  Dept., 
which  is  considering  revoking  or  sus- 
pending the  cigna  property/casualty 
unit's  license  there,  plans  a  hearing  for 
February.  Michigan  regulators  say  the 
state  could  require  cigna  to  deposit  up 
to  $165  million  to  do  business  if  the 
split  is  upheld. 

cigna  officials  decline  com- 

  ment  on  North  Carolina  and 

Michigan.  And  they  are  playing 
down  the  December  court  ac- 
tion. "This  is  nothing  more 
than  the  appeal  process  work- 
ing its  way  through,"  says 
cigna  spokesman  James  S.  Ely. 
"Our  position  will  prevail." 
MUCH  ADO?  cigna  insists  it  is 
wriggling  out  of  nothing  and  is 
setting  aside  far  more  than 
needed  for  its  obligations.  After- 
objectors  argued  then-  case  last 
winter,  Pennsylvania  Insurance 
Commissioner  Linda  S.  Kaiser- 
ordered  cigna  to  provide  $800 
million  in  reinsurance — up  from 
$500  million  originally  proposed 
by  cigna — and  at  least  $50  mil- 


Consumer  advocate 
Hunter  thinks  he  kn(&; , 
who  may  end  up  hokd 
the  bag  if  claims  soat 

eration's  insurance  director.  "It 
end  up  with  consumers  being  vie 
Claims  could  go  unpaid,  he  says. 
RATINGS  UP.  The  trade  group  for 
guaranty  funds,  the  National  Cc 
ence  of  Insurance  Guaranty  Funds,  I 
ries  that  the  plan  could  shake  confki 
in  the  industry's  self-insuring  sysi 
which  operates  as  a  kind  of  fdic.I 
group  maintains  that  Brandywine 
likely  not  be  covered  by  guaranty  ijw. 
if  it  went  broke.  "Everybody  Iob 
there  is  an  insolvency  and  there 
guaranty-fund  coverage,"  says  F 
Harris,  the  ncigf's  general  counse 

Despite  the  altercation,  ciGNA'sS 
ings  have  improved  markedly  sine 
restructuring  was  approved  last  | 
ruary.  A.  M.  Best  Co.  rates  cigna'* 
going  property-casualty  operatior 
A-,  while  giving  its  Brandywine  1) 
ings  unit  B+.  Investors  have  K 
cigna's  stock  some  30%  this  year,  a 
Sanford  C.  Bernstein  &  Co.  senior) 
lyst  Weston  M.  Hicks:  "I  don't  ll 
there's  a  real  risk  to  CIGNA." 

Still,  with  all  the  combatants  t:i 
to  avoid  getting  burned  by  a  potu 
multibillion-dollar  hot  potato,  the  i 
guarantee  in  this  nasty  dispute  vi 
seem  to  be  a  lot  more  litigation. 
By  Joseph  Weber  in  Philadel 


ADVERTISEMENT 


INKOMBANK: 
PLASTIC  CARD  SERVICES 


D«  ussia's  continuing  integration  into  the 
%J  global  economy  is  exemplified,  along 
I  ■  with  everything  else,  by  the  impressive 
progress  it  has  made  in  the  development  of 
credit  card  services.  At  the  same  time,  eco- 
nomic reforms  currently  underway  in  the  coun- 
IC^^IVl  try  have  furtner  enhanced  the  penetration  of 
domestic  and  internationally  developed  pay- 
ANK        ment  systems  into  the  national  market. 

Several  dozen  Russian  financial  institutions 
n  marketing  plastic  card  services.  The  clear  market  leader, 
;r,  is  Inkombank.  Having  acquired  full  member  status  with 
ternational  and  Europay  International  back  in  1993,  Inko- 
quickly  expanded  its  market  share  in  these  services. 
>ank"s  top  position  in  plastic  card  services  is  essentially  an 
Arth  of  its  aggressive  strategy  is  retail  banking  in  general. 
Inkombank  is  the  second  largest  retail  bank  in  Russia. 
sr  260,000  international  plastic  cards  have  been  issued  to 
thin  Russia,  including  230,000  Visa  cards.  Visa  International 
cognized  Inkombank  as  its  top  card  issuer  in  Eastern 
!,  responsible  for  circulating  over  40,000  or  23  percent  of 
)e  of  cards  in  Russia  in  the  first  three  years  of  operations, 
enting  almost  $100,000,000  in  outstanding  balances  as  of 
1996. 

embank  continued  this  momentum  in  its  card  services  in 
by  arranging  in  1994  its  own  Visa  Access  Point  to  provide 
connections  into  the  global  VisaNet  system.  In  addition, 
Dank  was  granted  the  status  of  a  Visa  Card  acquirer.  To 
3  full-scale  service  to  its  clients  and  commercial  network, 
)ank  operates  a  24-hour  Authorization  Center  managing 
500  trade  and  service  points. 

cognizing  Inkombank's  leading  role  in  the  plastic  card 
:,  Visa  International  granted  it  sponsorship  rights  in  1995, 
izing  the  Bank  to  act  as  a  guarantor  for  other  Russian 
al  institutions  seeking  to  affiliate  with  the  Visa  International, 
epting  Inkombank  for  this  role,  Visa  International  is  mitigat- 


ing its  exposure  in  Russia,  which  it  classifies  as  an  "enhanced  risk 
zone".  To  date,  almost  a  dozen  Russian  banks  have  been  recom- 
mended by  Inkombank  for  participation  as  associate  members  with 
Visa  International. 

The  high  level  of  trust  granted  Inkombank  is  further  illustrated  by 
VISA  International'^  selection  of  the  Bank  as  the  first  Russian 
financial  institution  to  participate  in  the  implementation  of  Visa 
Domestic  Project.  As  an  approved  issuer  of  three  levels  of  ruble- 
denominated  Visa  cards,  Private,  Corporate  and  Gold,  Inkombank  is 
able  to  support  ruble  cardholders  directly  through  the  Visa  system, 
making  such  cards  accepted  wherever  the  Visa  sign  is  displayed. 

Inkombank  was  also  selected  as  Visa  International'^  partner  for  a 
pilot  project  on  introducing  in  Russia  of  a  new  Visa  card  product 
designed  specifically  to  meet  the  challenge  of  market  development  in 
emerging  economies  —  the  Visa  Chip  Off-Line  Pre-Authorized  Card 
system  (COPAC  system).  This  system  uses  microchip  technology  to 
permit  off-line  authorization  of  transactions  within  a  predefined  limit. 
The  pilot  project  will  begin  in  the  second  quarter  of  1997  in  three 
Russian  cities  —  Togliatti,  Ulyanovsk  and  Nizhny  Novgorod. 

In  early  1 996,  Inkombank  became  the  first  financial  institution  to 
introduce  into  Russia  another  popular  plastic  card  payment  system, 
Europay  International  Cards.  Three  card  programs  are  currently 
offered  by  the  Bank  to  its  clients,  including  Eurocard/MasterCard 
Mass,  Eurocard/MasterCard  Standard  and  Eurocard/MasterCard 
Gold.  All  three  cards  are  now  in  great  demand. 

To  ensure  the  long-term  profitability  of  its  plastic  card  services, 
Inkombank  has  developed  a  comprehensive  fraud  protection  pro- 
gram. Through  careful  control  over  card  issuance,  usage  and 
payments,  the  Bank  has  minimized  the  risk  of  overall  losses  as  well  as 
potential  damage  for  individual  card  holders  from  fraudulent  acts. 

The  upward  trend  in  lnkombank"s  provision  of  sophisticated 
financial  services,  such  as  plastic  cards,  is  supported  by  the  Bank"s 
ability  to  establish  close  strategic  alliances  with  world-class  financial 
resources.  These  capabilities  and  relationships  contribute  to  the 
successful  development  of  a  civilized  financial  infrastructure  in 
Russia  for  today,  and  the  years  to  come.  ■ 


MCHES  AND 

3ESENTATIVE 

CES 

ide  of  Russia 


CYPRUS 

Inkombank-Cyprus 
BRANCH 

Address:  Karmazi  House,  67,  Spyros 
Araouzos  Str.,  3036  Limassol.P.O. 
Box  3349,  3302  Umassol.  Cyprus 
tel.  C+35  75)  74  5949 
fax:  (+35  75)  74  7067,  74  8465 
telex:  5817  Inkombank  CY 
SWIFT.  INCO  CY  2N 


AUSTRIA 

Representative  office 

Address:  Reprasentanz 
der  Inkombank  in  Osterreich 
A-1010  Wien,  Salzgnes  19, 
Tur  14,  5.  Stock 
tel.  (+431)  533  7666 
fax:  (+431)  533  7666  16 


CHINA 

Representative  office 

Address:  Soite  Tower,  room  310,  22 
JianGuoMen  Wai  Da/ie 
Beipng,  People's  Republic 
of  China 

tel.  (+8610)  6515  8666  6512  2288 
(ext  5310). 

fax:  (+8610)  6515  0606 


GERMANY 

Representative  office 

Address:  Reprasentanz  der  Inkom- 
bank in  Deutschland 
60322  Frankfurt  am  Mam, 
Gruneburgweg  9 
tel.  (+49  69)  959  1420 
fax:  (+49  69)  959  14211 


SWITZERLAND 

Representative  office 

Address:  16,  Place  Cornavine,  1201 
Geneve 

tel.  (+41  22)  731  4949,  731  4948 
fax:  (+41  22)  731  5022 


UNITED  KINGDOM 

Representative  office 

Address:  St. Michael's  House, 
I  George  Yard,  Lombard  Street, 
London,  EC  3  V  9DH 
tel.  (+440171)  283  4999 
fax:  (+440171)  283  5999 


Head  Office:  4  Slavyanskaya  Square, 
Building  1,  Moscow,  103074,  Russia. 

Tel.:  (+7  095)  747  5010 
Fax:  international  (+7  502)  227  0920; 
for  C.I.S.  (+7  095)  232  9602 


Sure  you  can  view 
the  shot  instantly. 
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CASIQ 

Shoot  from  any  angle 

The  lens  rotates  a  full  270  degrees 
so  you  can  set  it  to  the  angle  you  want. 


LCD  DIGITAL  CAMERA 

QV-100 


Introducing  the  New  Casio  QV-100  Digital  Camera.  It  features  crisp  VGA 
resolution,  a  built-in  color  viewfinder  and  a  swivel  lens.  The  QV-100  is  much 
more  than  a  point-and-shoot  camera;  it's  a  powerful  PC  partner  that  works  for 
you  in  the  office,  on  the  road  . . .  anywhere. 

Take  aV?c?ureVa'ndview  it  instantly  on  the  brilliant  1 .8"  color  viewfinder.  If  you're  not  satisfied  with  the  image,  simply 
reshoot  it!  The  QV-100  conveniently  stores  up  to  192  images  at  standard  resolution  or  64  fine  resolution  VGA  images. 


Jut  what  comes  next 
s  truly  amazing. 


Connect  to  a  TV  for  big-screen  viewing 

Enjoy  viewing  your  images  with  the  whole  family,  or  leave  a  lasting  impression 
at  business  presentations. 

Upload  images  to  your  PC  for  editing  and  processing 

•  To  create  effective  reports,  proposals,  or  other  documents, 
simply  upload  the  images  to  your  PC. 

•  Creatively  retouch  images  or  generate  special  effects  using  the  included 
Adobe*  PhotoDeluxe™  and  ISR  ixlaPhoto™  software. 

•  Save  images  on  hard  disk  or  floppies  as  TIFF,  BMP,  PICT  or  JPEG  files. 

•  You  can  transmit  images  anywhere  in  the  world  by  e-mail  or  incorporate  them  into 
a  Web  page  by  using  the  included  Microsoft®  Internet  Explorer  software. 


Instant  prints  of  digital  images 

Connect  to  the  QG-100  Color  Printer  and  produce  color  prints  of  images  as  soon  as  you 
shoot  them.  You  can  print  images  on  18,  36  or  46mm  stickers  and  attach  them  to  cards, 
personal  belongings,  etc. 


« features  and  functions  include: 

h-speed  image  scrolling  •  Memory  status  indicator 
iy-to-understand  icon  operation  •  Macro  feature 
ose-ups  up  to  15cm  •  Four  or  nine  image  viewing 
single  screen  •  Zoom  feature  to  enlarge  specific 
5  •  Powered  by  four  AA-size  alkaline/ lithium 
ries  or  optional  AC  adaptor 


oft  and  the  Microsoft  Internet  Explorer  Logo  are  either 

red  trademarks  or  trademarks  of  Microsoft  Corporation  in  the 

States  and/or  other  countries. 

is  a  registered  trademark  of  Adobe  Systems  Incorporated 

PhotoDeluxe  is  a  trademark  of  Adobe  Systems  Incorporated 

id  ixlaPhoto  are  trademarks  of  ISR  Group  Limited 

ilays  shown  in  this  advertisement  are  photographic  facsimiles 
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BY  GENE  G.  MARCIAL 

UPPING  THE  BID 
FOR  T.  ROWE  PRICE? 

When  shares  of  T.  Rowe  Price  As- 
sociates (trow)  hit  25  in  January, 
many  analysts  grew  wary,  noting  that 
T.  Rowe  Price — one  of  the  largest  pub- 
licly traded  mutual-fund  companies — 
was  simply  benefiting  from  a  surging 
stock  market  and  rising  mutual-fund 
sales.  They  warned  that,  should  the 
market  wane,  mutual  funds'  honeymoon 
would  end.  Now, 
RIDING  HIGH  ON     with    the  Dow 
MUTUAL  FUNDS      Jones  industrial 
average  at  around 
6500  and  T.  Rowe 
Price  at  36,  ana- 
lysts  are  more 
skittish  still — to- 
ward the  market 
and  this  stock. 

But  some  con- 
tinue to  accumu- 
late T.  Rowe 
Price:  They  think 
mutual  funds  will 
keep  thriving — 
and  that  T.  Rowe 
Price,  which  man- 
ages $100  billion,  is  buyout-bound. 

A  New  York  money-center  bank  is 
hot  for  T.  Rowe  Price,  insists  one  in- 
vestment manager,  who  says  represen- 
tatives of  the  bank  held  informal  talks 
with  key  T.  Rowe  Price  people  and  of- 
fered 60  a  share. 

This  pro  says  the  bank's  top  brass, 
in  hunting  for  a  mutual-fund  outfit  that 
had  "major  assets"  and  a  management 
and  people  "they  could  live  with,"  finds 
that  T.  Rowe  Price,  which  is  also 
strong  in  the  international  market,  fits 
the  bill.  This  investor  believes  the  bank 
is  poised  to  raise  its  bid  to  80  to  make 
sure  it  gets  taken  more  seriously. 

T.  Rowe  Price  "is  taking  in  more 
money  now,  and  the  outlook  for  fur- 
ther growth  appears  excellent,"  says 
analyst  Paul  Huberman  of  Standard  & 
Poor's.  He  says  prospects  are  enhanced 
"by  the  increased  retirement  savings  of 
the  baby  boomers  and  the  company's 
outstanding  401 (k)  franchise."  Also,  the 
economics  of  the  mutual-fund  business 
are  "compelling,"  adds  Huberman.  The 
company  posted  pretax  margins  of  31% 
in  the  third  quarter,  he  notes,  and  its 
return  on  equity  was  more  than  20%. 
Also,  its  debt  is  negligible. 
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Analyst  Steven  Eisman  of  Oppen- 
heimer  raised  his  earnings  estimates 
after  the  strong  third-quarter  report. 
He  lifted  his  1997  estimate  to  $1.80  a 
share  from  $1.85,  and  his  1996  fore- 
cast to  $1.55  from  $1.57.  The  company 
made  $1.24  a  share  last  year. 

"Mutual-fund  flows  have  continued 
their  torrid  pace  through  1996,  and  as- 
set-management companies  as  a  group 
have  outperformed  [the  market],"  says 
Eisman.  Currently  trading  at  18.8  times 
his  1997  estimate,  T.  Rowe  Price  stock 
has  the  highest  price-earnings  ratio  in 
the  group,  he  says.  A  spokesman  for  T. 
Rowe  Price  says  the  company  doesn't 
comment  on  market  rumors. 

MRV:  WHY  INTEL 
IS  SO  INTERESTED 

As  if  out  of  the  blue,  Intel  agreed  on 
Nov.  27  to  invest  $4  million  in  tiny 
mrv  Communications  (mrvc),  a.  maker 
of  semiconductor  laser  diodes  and  fiber- 
optic transmitters,  mrv,  then  at  17^, 
jumped  to  20M  on  the  news  Intel  was 
buying  200,000  shares  at  20  apiece.  In- 
tel's investment  could  balloon  to  $14 
million  if  it  exercises  an  option  to  buy 
a  further  500,000  shares,  also  at  20. 

Intel  already  knows  mrv  quite  well, 
having  signed  a  pact  this  year  for  mrv 
to  develop  and  produce  high-speed 
switches,  mrv  has  a  similar  deal  with 
Fujitsu  of  Japan. 

Intel,  whose  chips  are  used  in  near- 
ly every  personal  computer,  is  inter- 
ested in  mrv's  networking  products 
that  will  boost  the  productivity  of  Intel- 
architecture  PCS. 
A  BIGGIE  HAS        Intel's  invest- 
JUST  CHIPPED  IN     ment  reinforces 
its  commitment  to 
mrv  to  develop  a 
long-term  rela- 
tionship   to  be 
able  to  use  mrv's 
rich  technology," 
says  Vivek  Rao, 
analyst  at  Hamp- 
shire Securities. 

He  thinks  Intel 
is  buying  mrv 
stock  cheap:  It 
still  sells  at  a  big 
discount  to  its 
peers,  such  as  As- 
cend Communications  and  Cascade 
Communications,  mrv  is  trading  at  26 
times  estimated  1997  earnings,  vs.  58 
for  its  peers.  Rao  says  mrv  is  worth 
38,  based  on  50  times  his  1997  esti- 
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mate  of  77<z  a  share.  He  figures  :jj 
will  make  450  this  year  and  $l.l!i 
1998,  compared  with  last  year's  221 
Some  say  Fujitsu  may  ape  Intel  If 
buy  a  stake  in  mrv.  Rumors  were! 
eled  by  mrv  President  Noam  Lot! 
departure  for  Japan  on  Dec.  3. 

HOW  TRITON  MAY 
STRIKE  IT  RICH 

Qil  stocks  are  heating  up  again— 
another  surge  in  crude  prices, 
for  Triton  Energy  (oil),  an  oil-and-| 
explorer  focusing  on  prospects  over 
there  is  an  added  factor:  a  takec 
What's  the  appeal  of  Triton,  compd 
with  the  many  other  producers  aroij 
The  key  is  its  reserves  abroad 
particular  the  Cusiana  and  Cupia 
fields  in  Colombia — where  produc| 
started  in  1994 — and  in  the  Gulf  of ' 
land,  where  Triton  has  a  productl 
sharing  agreement.  "These  reserves! 
what  the  larger  oil  companies  are  rq 
after,"  says  one  New  York  money  : 
ager  who  invests  mostly  in  oil  stocH 
This  manager  says  Exxon,  Bri 
Petroleum,  and  Texaco  are  intereJM 
in  Triton.  In  a 
buyout,  he  says,    THE  LURE  OF  0 
Triton  would  'be 
worth  70  to  100  a 
share,  compared 
with  48  now.  The 
big  oils,  worried 
about  political 
tension    in  the 
Middle  East,  are 
looking  elsewhere 
for  alternative 
supplies,  he  says. 

"Drilling  re- 
sults in  the  joint 
development  area 
off  the  shore  of 
Malaysia  and 
Thailand  have  been  outstanding,"  f 
Dillon  Read  analyst  Monroe  Helnl 
Dallas.  And  the  outlook  for  Tritj 
12%  interest  in  the  Colombian  l! 
"continues  to  improve,"  he  adds.  A]j 
from  Triton,  investors  in  this  fielcj 
elude  bp,  Ecopetrol,  and  France's  Tj 
Helm  figures  Triton's  assets; 
Colombia,  Malaysia,  and  Thailand! 
worth  80  a  share.  He  sees  output  f1 
Colombia  rising  to  500,000  barre( 
day  by  the  end  of  1997,  up  fj 
180,000  ban-els  now.  "Our  1997  ta; 
price  [for  Triton]  remains  70  a  sh 
with  a  longer-term  target  of  80  to  1 
he  says. 
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VARE 


IE  DISAPPEARING 
l-ROM  PLAYERS 

makers  of  kids'  software  sell  out-or  get  squeezed  out 


s  another  sleepless  night  for 
la  Stanger,  acting  ceo  of  Ed- 
:  Corp.,  a  small  education-soft- 
developer  in  Redmond,  Wash, 
's  former  ceo,  Sally  Narodick, 
gned  in  September,  citing  the 
'  running  an  embattled  company 
iercely  competitive  kids'  soft- 
iiness.  But  that  night,  instead  of 
I  about  how  to  get  shelf  space 
ark's  products,  Stanger  was  ne- 
l  the  sale  of  the  company  to 
4  a.m.  on  Nov.  13,  she  signed 
piece  of  paper  for  the  deal  she 
ill  save  Edmark. 
rk  is  just  the  latest  software 
to  be  swallowed  up  by  a  bigger 
.able,  page  124).  Less  than  two 
efore,  on  Nov.  5,  cue  Intema- 
nc.  announced  it  was  buying 
ge  Adventure  Inc.,  the  third  ac- 
the  phone-order  and  online  re- 


tailer has  made  in  the  past  10  months  in 
the  area  of  family  entertainment/educa- 
tion software. 

It's  a  case  of  simple  arithmetic  that 
any  grade-schooler  who  has  played  Math 
Blaster  from  Davidson  &  Associates  Inc. 

TOP  SELLERS  OF  CD-ROMs 


SOFTKEY 


cue 


DISNEY 


REVENUES* 

MILLIONS  OF  DOLLARS 


MARKET  SHARE 

20.1% 
14.1 
10.8 
6.9 
5.8 
5.2 
5.1 


0  15 

DATA:  PC  DATA 
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*F0R  FIRST  NINE  MONTHS 


NOW,  HEADBONE'S  CONNECTED 

Lammers  (right)  lets  customers 
sample  games  at  the  outfit's 
Web  site  and  is  teaming  with 
Internet  search  company  Excite 

(acquired  by  cue  last  February)  could 
solve:  There  are  currently  about  2,000 
cd-roms  in  the  "edutainment"  catego- 
ry— programs  that  blend  education  and 
entertainment.  Yet  major  retail  outlets 
have  room  for  just  250  titles,  tops.  To 
make  the  picture  worse,  Fairfield  Re- 
search Inc.  predicts  that  consumers  will 
buy  25%  fewer  CD  titles  this  holiday  sea- 
son than  last.  And  shoppers  will  stick 
with  the  tried  and  tine.  Consumers  are 
looking  for  titles  they  already  recognize, 
marketing  gurus  say,  from  companies 
with  well-established  reputations.  That 
puts  the  squeeze  on  lesser-known  enti- 
ties. Since  it  costs  $500,000  to  $1  million 
on  average  to  produce  and  market  a 
high-quality  cd-rom,  companies  must  sell 
a  lot  of  product  to  make  ends  meet. 
"A  LOT  OF  FIREPOWER."  So  as  shoppers 
hit  the  stores,  makers  of  kids'  cd-roms 
are  bracing  for  a  massive  shakeout.  The 
industry  is  entering  "the  Pac  Man 
phase,"  says  Lawrence  F.  Marcus,  new- 
media  analyst  at  Alex.  Brown  &  Sons. 
"The  smaller  players  are  being  gobbled 
up  or  failing."  On  top  of  an  overcrowded 
market  and  pricing  pressures,  he  says, 
big  names  such  as  Walt  Disney  Co.  and 
Mattel  Inc.  "are  coming  in  with  a  lot  of 
firepower."  Mighty  Microsoft  Corp.  is  a 
presence,  too,  ranking  No.  7,  with  $14 
million  in  sales  for  its  edutainment  titles 
in  the  past  nine  months.  With  titles 
such  as  Magic  School  Bus  and  the 
Goosebumps  series,  produced  in  a  joint 
venture  with  DreamWorks  Interactive, 
Microsoft  is  sure  to  be  a  contender  this 
holiday  season,  when  close  to  40%  of 
all  the  software  known  as  edutainment 
is  sold. 

Already,  the  top  10  suppliers  control 
90%  of  the  market,  according  to  Ann 
Stephens,  president  of  PC  Data,  which 
tracks  retail  software  sales  (chart).  Bat- 
tling for  top  position  is  SoftKey  Inter- 
national Inc.  and  cue,  which  acquired 
Davidson  and  Sierra  On-Line  last  Feb- 
ruary. SoftKey  and  cue:  sold  about  16% 
each  of  all  the  education  cd-roms  for 
the  first  nine  months  of  this  year,  ac- 
cording to  PC  Data,  cue's  acquisition 
binge  is  paying  off,  though:  In  Septem- 
ber, it  grabbed  almost  20%  of  volume 
sales  for  the  month.  Its  November 
takeover  of  Knowledge  Adventure, 
which  has  6%  of  the  market,  should 
keep  it  in  the  lead.  Davidson  chairman 
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Robert  M.  Davidson,  now  CEO  of  cue 
Software,  says  mergers  equal  marketing 
clout.  During  the  Christmas  season,  for 
example,  cue  will  have  600  reps  in  retail 
stores  "helping  people  figure  out  what  to 
buy,"  Davidson  says.  "There  is  no  way  a 
small  company  like  Knowledge  Adven- 
ture could  afford  to  do  that." 

Such  a  shakeout  is  typical  of  any 
young  industry.  And  the  edutainment 
cd-rom  business  is  younger  than  most 
of  the  kids  it's  targeting.  The  business 
grew  up  almost  overnight  as  entrepre- 
neurs, including  fomier  educators  such  as 
Jan  Davidson,  Robert's  wife,  saw  that 
the  CD-ROM  drives  and  multimedia  hard- 
ware first  offered  on  PCs  in  1993  would 
make  it  possible  to  create  elaborate,  car- 
toon-like programs  for  kids.  With  more 
and  more  parents  buying  home  pes, 
there  was  a  ready  market  for  pro- 
grams that  would  entertain  the 
ldds  while  imparting  some  learn- 
ing. The  costs  of  producing  the 
relatively  unsophisticated  cd- 
roms  of  those  days  were  so 
low  that  hundreds  of  com- 
panies rushed  in,  produc- 
ing thousands  of  titles — 
that  most  consumers  will 
never  see. 

Despite  the  crunch, 
the  edutainment  market 
itself  will  survive.  Be  it 
cd-roms,  hybrid  cd-rom 
and  Internet  titles,  or  even 
digital  videodisks,  there  will 
always  be  demand  for  kids' 
software.  The  growth  rate  for 
that  market — an  estimated  $550 
million  for  1996 — hovers  around  a 
healthy  25%,   says   Dan   Lavin  of 
Dataquest  Inc.,  a  research  firm  in  San 
Jose,  Calif. 

TEMPTING  PRICE.  But  to  survive,  edu- 
tainment companies  must  have  the  re- 
sources to  buy  rather  than  be  bought. 
Edutainment-soft  ware  makers  are  a  bar- 
gain these  days,  and  big  companies  are 
on  a  shopping  spree,  ibm,  for  example,  is 
buying  Edmark  to  expand  its  presence 
in  home  software,  an  area  the  comput- 
ing giant  has  barely  penetrated.  And 
with  Edmark's  stock  around  15,  down 
from  a  high  of  42]A  last  spring,  the  price 
was  right,  ibm  snatched  the  highly  ac- 
claimed software  company  for  $15.50  a 
share,  just  three  times  revenues. 

That's  a  far  cry  from  the  prices  edu- 
tainment companies  were  fetching  a 
year  ago.  Last  spring,  cue  paid  seven 
times  sales  for  Sierra  and  nine  times 
sales  for  Davidson.  Humongous  Enter- 
tainment Inc.  in  Woodinville,  Wash., 
maker  of  the  top-selling  Putt-Putt  se- 
ries, was  scooped  up  by  gt  Interactive 


for  six  times  sales  last  summer.  "Prices 
[of  companies]  are  dropping  like  a  rock 
and  will  continue  to  do  so,"  predicts 
Scott  W.  McAdams,  an  analyst  at  Seat- 
tle investment  firm  Ragen  MacKenzie. 

Who  will  be  snapped  up  next?  Ana- 
lysts figure  any  company  with  a  decent 
product  line  and  sales  under  $100  million 
is  a  candidate.  A  small  company  might 
skate  by  if  it  forms  strong  alliances. 
Besides,  size  may  become  less  critical. 
That's  why,  after  SoftKey  bought  The 
Learning  Company  earlier  this  year,  it 
launched  into  a  corporate  makeover  that 
would  transform  the  distributor  of  some- 
times schlocky,  always  cheap,  cd-roms 
into  a  household  name.  On  Oct.  24,  it  re- 


The  Consolidation- 
So  Far 

Recent  acquisitions  of  CD-ROM  software  makers 


BUYER 

COMPANY 

DATE 

PRICE 

IBM 

Edmark  /-"' 

11/13/96 

$110  million 

cue 

Sierra 

i  2/20/96 

$1.06  billion 

Davidson 

2/20/96 

$1.14  billion 

Knowledge  Adventure 

;  11/5/96 

$90  million 

SOFTKEY 

The  Learning  Company 

i  12/22/96 

$606  million 

Minnesota  Educational 

i  9/24/96 

$324  million 

Computing 

GT 

Humongous 

:  7/10/96 

$76  million 

DATA:  COMPANY  REPORTS 


named  the  merged  organization  The 
Learning  Company,  in  hopes  of  capital- 
izing on  the  more  stellar  brand,  built 
up  with  well-regarded  titles  such  as 
Reader  Rabbit.  "We're  no  longer  try- 
ing to  represent  ourselves  as  the  cheap- 
est company,"  says  Michael  J.  Perik, 
ceo  of  the  combined  company. 

Edutainment-business  survivors  will 
need  a  solid  name  to  compete  with 
heavyweights  such  as  Disney  and  Mat- 
tel. "Our  strategy  is  to  make  sure  our 
core  brands  keep  pace,"  says  Doug  Glen, 
president  of  software  subsidiary  Mat- 
tel Media  Inc.  Mattel's  Barbie  Fashion 
Designer  cd-rom  is  getting  prominent 
placement  this  year  because  retailers 
see  incremental  sales  from  girls'  soft- 
ware. Glen  says.  Disney,  meanwhile,  is 
releasing  cd-roms  as  tie-ins  to  hit 
movies  such  as  101  Dalmatians  and  the 
Toij  Story  video. 

For  retailers,  at  least,  the  wave  of 


mergers  has  made  life  easier.  Nojjl 
few  dominant  companies  will  seledjM 
push  their  own  best  products™ 
stores.  "In  a  sense,  the  retail  worn 
telling  us  to  determine  who  theUt 
ners  are  by  the  amount  of  suppo  w 
give  a  product,"  says  Ralph  GiuffrL« 
ecutive  vice-president  for  market 
gt's  Humongous. 
LATE  TO  THE  PARTY.  But  all  is  n< 
for  small  software  developers.  For 
without  distribution  clout  or  a  ] 
nizable  brand  name,  there  is  the 
net,  where  more  and  more  sim 
are  offering  free  samples  of  their  1 
If  consumers  like  the  sample,  the 
then  order  the  disk.  For  three-ye 
Headbone  Interactive  in  dowi 
Seattle,  the  Internet  is  a  life; 
Headbone  makes  adventure  gam 
ages  4  and  up,  but  it  has  ti 
promoting  its  product  line, 
titles  such  as  Elroy 
Bugzerk  and  Iz  and  A 
Escape  from  Dimens 
the  products  are  hi 
categorize.  The  Im 
gives  consumers  < 
portunity  to  s: 
Headbone's  wares 
out  having  to 
through  a  comput 
perstore's  selector 
Headbone  Preside: 
san  Lammers. 
Potential  custome: 
try  out  a  game  on  tb 
before  going  into  the 
to  buy  the  CD.  "The  In 
is  to  software  what  the  rac 
the  album,"  Lammers  says.  <f 
1,000  people  send  away  for  on 
ware  after  sampling  it."  Headbon  I 
joined  forces  with  Excite,  the  Injn 
search  company,  to  promote  co 
on  Excite's  home  page  and  m|ai 
sponsorships. 

Across  Lake  Washington,  Ed: 
launching  its  Internet  strategy.  B 
vember,  the  company  announcj 
Mighty  Math  line  on  its  Web  f 
where  consumers  can  drop 
download  supplements  to  the 
But  Edmark  is  already  late  to  tl  J 
ternet  party,  analyst  McAdams  a; 
Most  small  software  companies|ia 
been  using  the  Net  for  a  year  orb; 
If  ibm  hadn't  decided  to  play  pr 
Claus,  he  says,  it  would  have  ten 
rough  holiday  at  Edmark.  Noffijl 
more.  Stanger  can  now  sleep  at  |g 
and  perhaps  even  dream  of  CEM* 
under  the  tree. 

By  Seanna  Browder  in  Seattlm\ 
Larry  Armstrong  in  Los  Angeled 
Paul  C.  Judge  in  Boston 
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COMMENTARY 

By  Amy  Barrett 


BEFORE  WE  GET  A  WORLDWIDE  BUSY  SIGNAL . . . 


■  nternet  providers  have  had  it 
I  pretty  good  when  it  comes  to  Big 

I  Brother.  Since  1983,  the  Federal 
Communications  Commission  has 
protected  Internet  access  providers 
and  other  so-called  enhanced  service 
providers  from  access  charges,  the 
hefty  fees  that  long-distance  carriers 
must  fork  over  to  local  phone  com- 
panies in  order  to  complete  calls. 
Back  then,  the  FCC  was  concerned 
that  such  charges  could  choke 
off  the  development  of  new 
technology. 

This  arrangement 
could  soon  come  to  an 
end.  Some  local  carri- 
ers are  furiously  lob- 
bying the  FCC  to  lift 
the  Internet  exemp- 
tion, arguing  that 
Net  surfers  should 
pay  for  the  strain 
they  are  placing  on 
the  local  phone  net- 
work. Internet  inter- 
ests counter  that  the 
monopoly  local  phone 
companies  merely  want  to 
line  their  pockets  before  up- 
grading their  systems.  "They  don't 
want  to  take  the  risk  of  investing 
without  a  guaranteed  return,"  com- 
plains James  Q.  Crowe,  chairman  of 
mfs  Communications  Co.,  an  alterna- 
tive local  carrier  that  owns  Internet 
provider  uUNet  Technologies  Inc. 
FIRST  STEP.  Both  camps  must  give. 
Local  companies  have  no  choice  but 
to  invest  in  network  upgrades  to 
handle  the  explosion  of  Internet 
traffic.  But  they  should  not  expect 
to  bill  inflated  access  charges — cur- 
rently running  about  6(Z  a  minute — 
to  pay  for  it. 

At  the  same  time,  Internet 
providers  and  Web  surfers  can't  ex- 
pect special  treatment  forever.  With 

II  million  American  households  on- 
line, the  Internet  no  longer  needs 
nurturing.  Internet  service 
providers  may  have  to  end  their  of- 
fers of  unlimited  access  for  a  flat 
monthly  rate  and  start  billing  based 
on  usage. 

That  would  be  a  sensible  first 
step  toward  preventing  the  network 
overload  that  nonstop  Web  surfing 


threatens.  Local  phone  networks  are 
engineered  based  on  the  assumption 
that  the  average  voice  call  lasts 
three  minutes.  When  Internet  users 
dial  up  from  a  modem  over  their 
phone  lines,  they  stay  on  an  average 
of  20  minutes — and  often  log  on  for 
hours.  With  those  lines  tied  up,  the 
system  can  become  congested,  mak- 
ing it  impossible  for  some  calls  to 


Ideally,  Internet  traffic 
should  be  peeled  off 

and  sent  over  a 
separate  data  network 


get  through  or  even  for  some  house- 
holds to  get  a  dial  tone.  Local  phone 
companies  in  Web-happy  areas,  such 
as  Pacific  Bell,  which  serves  Silicon 
Valley,  have  already  seen  trouble 
spots  when  Internet  traffic  spikes. 
As  more  Americans  log  on,  other 
carriers  can  expect  the  same. 

Why  not  just  add  access  charges 
and  let  Internet  service  providers 
pass  on  the  cost  to  consumers?  For 
one  thing,  access  charges  are  inten- 
tionally inflated  in  order  to  subsidize 
low  local  phone  rates  in  rural  areas. 
The  FCC  is  working  on  rules  to 
bring  those  charges  closer  to  actual 


costs,  but  even  after  they  come 
down,  access  fees  for  Internet  us< 
still  wouldn't  make  sense.  That's 
cause  data  calls  do  not  need  the 
dedicated  lines  used  for  analog  vo 
calls.  Ideally,  Internet  traffic  shoi 
be  peeled  off  and  sent  over  a  se 
rate,  more  cost-efficient  data  net 
work.  But  if  local  phone  companie 
get  their  wish  and  are  able  to  col 
lect  access  charges  for  Internet  ti 
fie,  they'll  have  less  incentive: 
invest  in  data  networks. 
CABLE  GUYS.  Technologi 
are  at  hand  to  solve  tt 
problem.  Digital  sub- 
scriber line  technolo- 
gies (dsls),  for  exar 
pie,  send  data  ovei 
the  copper  wire  at 
different  frequenc; 
than  voice  calls. 
When  those  signal 
reach  the  local 
switch,  Internet  trl 
fic  can  be  handed  oi . 
while  voice  calls  conW 
ue  on  the  traditional  I 
voice  network.  Another 
option:  If  Internet  provide; 
have  already  installed  their  own 
data  networks,  they  can  pay  for 
software  necessary  to  divert  Inte 
net  traffic  to  their  facilities. 

Regardless  of  who  pays  for  tht 
network  upgrades,  pricing  will  ha; 
to  change  to  reflect  usage.  Wheth' 
the  customer  is  an  Internet  provi?) 
or  a  teenager  surfing  the  Web,  a 
heavy  user  should  pay  more  than.r 
occasional  browser.  "These  guys 
shouldn't  get  a  free  ride,"  argues 
Jeff  Ward,  vice-president  for  poli 
at  Nynex  Corp. 

Local  carriers  can't  stall  on  ma-i 
ing  the  necessary  network  upgra^ 
for  long.  New  competition  is  eme,r- 
ing  from  wireless  companies  and 
from  cable  operators,  which  are 
starting  to  roll  out  fast  modems  a 
provide  Internet  access  over  cab 
In  the  end,  that  budding  competi 
tion  may  do  more  to  solve  this  p  t 
lem  than  government  regulators 
ever  will. 

Amy  Barrett  covers  telecommn 
cations  issues  in  Washington. 
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Becoming 
a  World-Class  Organization 
While  There's  Still 

Time  ^ 


BY  KEN  BLANCHARD  and  TERRY  WAGHORN 

Leading  your  market  in  the  present  won't  guarantee  you  will  lead  it  in  the 
iture.  Mission  Possible  is  on-line  to  help  you  manage  the  present  and  create 
our  future  simultaneously.  Read  it!" 

Steve  Case  /  President  and  CEO 
America  Online,  Inc. 
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Peter  Psichogios  •  Director  of  Partnerships 


Science  &  Technology 


COUNTERINC  THE  POOR 
MAN'S  NUCLEAR  WEAPONS' 

The  U.S.  is  getting  serious  about  meeting  the  bio-warfare  challenge 


■  n  October,  1995,  a  U.N.  report 
I  charged  Iraq  with  stockpiling  tens  of 
I  thousands  of  liters  of  deadly  anthrax 
I  and  botulinum  cultures  and  other 
equally  scary  biological  warfare  agents. 
Saddam  Hussein  didn't  use  this  horrific 
arsenal  against  U.  S.  troops.  But  if  he 
had,  would  the  troops  have  been  ready? 

"The  conclusion  in  Congress  is  that 
the  threat  is  there,  but  we're  not  ade- 
quately prepared  to  manage  it  or  defend 
against  it,"  says  Javed  Ali,  a  research 
associate  at  the  Chemical  &  Biological 
Arms  Control  Institute,  a  nonprofit 
group  in  Alexandria,  Va.  Biological 
weapons  were  banned  by  the  U.N  in 
1972,  but  they  are  spreading.  Recent 
intelligence  reports  suggest  that  17 
countries  might  be  developing  biological 
weapons,  including  Iraq,  Iran,  Syria, 
China,  and  North  Korea. 
CHEAP  AND  POWERFUL.  Biological  war- 
fare has  been  around  since  colonial  times, 
when  British  soldiers  in  America  report- 
edly used  smallpox-infested  blankets  to 
reduce  the  Indian  threat.  Today's 
weapons  include  viruses  and  bacteria  and 
the  toxins  they  produce.  But  experts  are 
increasingly  concerned  about  genetically 


engineered  "superbugs" — organisms 
made  to  be  resistant  to  antibiotics  or 
targeted  to  a  particular  population. 

Experts  are  also  worried  about  the 
spread  of  the  weapons  to  terrorist 
groups.  In  July,  1995,  the  Japanese  reli- 
gious cult  Aum  Shinrikyo  killed  12  peo- 
ple and  injured  5,500  more  by  releasing 
the  nerve  gas  sarin  on  a  Tokyo  subway. 
Aum  Shinrikyo  had  also  assembled 
stockpiles  of  anthrax.  Also  in  1995,  an 
Ohio  laboratory  technician  who  belonged 
to  a  white  supremacist  group  purchased 
three  cultures  of  Yersinia  pestis,  the 
bacteria  that  causes  bubonic  plague, 
from  a  commercial  supplier.  Authorities 
were  alerted  only  after  he  complained 
about  how  long  his  shipment  was  taking. 

The  general  sentiment  in  the  U.S.  de- 
fense community   

has  been  that  the 
stigma  attached  to 
bin- weapons  is  likely 
to  limit  their  use. 
Richard  J.  Danzig, 
Under  Secretary  of 
the  Navy,  disagrees. 
"I  know  of  no  sig- 
nificant weaponry 


MASKED  MARI 

Stilts  can  be  si 


that  has  been  tv« 
oped  and  hasn'lbef 

used,"  he  says. 

The  appeal  <jbi) 
logical  agents  i  tha 
they  are  cheajai 
powerful.  One  huSru 
kilograms  of  an! 
spores  is  as  <ja<ii 
as  a  small  nflei 
weapon,  says  jfehs 
Lederberg,  the  rnis 
president  of  Bck 
feller  Universr 
New  York.  Biiti 
biological  agents  foi 
be  1  million  una 
cheaper  to  pmu 
and  could  be  man 
tured  in  a  clasioi 
size  facility.  Buia 
ment  for  nffl 
these  weapons  iuaf 
widely  in  the  bjecfl 
nology  industr  an 
even  in  brewrk- 
Biological  webo-j 
"are  the  poor  ui 
nuclear  weaps 
says  Daniel  Oub 
deputy  directq  fcj 
political-militarutiH 
ies  at  the  Centr  U 
.  Strategic  &  Inrr. 
tional  Studies  in  Washington. 

While  the  threat  of  biological  wpw 
has  grown,  research  on  detectid  dl 
vices,  protective  suits,  and  antidcps  a 
germ  agents  has  lagged,  experts; 
During  the  gulf  war,  U.  S.  troops  uln 
depended  on  detectors  that  werffutj 
mentary  and  had  to  wear  stifliniu." 
and  face  masks  (page  130).  W  a| 
"woefully  unprepared  to  face  thd)  d 
pabilities,"  says  Goure. 
LIFESAVING.  With  all  this  in  min 
military  has  committed  more  res 
to  building  an  effective  defense  aii 
biological  weapons.  For  the  first  | 
researchers  are  offering  some  tar 
new  defensive  options.  The  milit: 
search  is  likely  to  have  a  pay1 
public  health,  too.  Headway  nue 
defense  rei|ar 


Experts  are 
increasingly  worried 
about  "superbugs" 
that  resist  antibiotics 


could  help  dttt 
learn  to  treab; 
teria  resistat 
antibiotic- 
frightening  lfi 
tious  agents  s 
ebola  virus  ail  t 
newly  discojsr 
deadly  stra 
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Just  because  the  market's  tossing  and  turning 
doesn't  mean  you  have  to  be. 


tow  you  need  to  invest  and  that  it  can  invoke  risk.  Bui  the  last  thing 
sed  is  a  mutual  fund  that  keeps  you  up  at  night.  Winch  is  so  main 
turn  to  no-load  WKP  Mutual  Funds.  They're  eoiiserv;itivel\  managed  to 
raipetitive  returns  w  hile  keeping  risk  in  mind.  Of  course,  yon  can  always  In  k  I 
aggressive  funds  which  might  offer  the  chance  for  higher  returns.  But.  unlike 
iinds,  the  AARP  mutual  funds  seek  lo  offer  you  lower  risk  due  to  less  share 
gtetuation  than  comparable  funds. 

tugh  our  mutual  funds  do  fluctuate,  you  may  experience  less  tossing  and 
I  when  the  markel  experiences  its  normal  ups  and  downs.  Call  us  at 
-322-2282  ext.  8851  for  free  information  that  explains  how  confident  our 
EQuld  make  you  feel,  hor  maximum  effect,  read  i(  in  bed.  Sweet  dreams. 
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E.  colt.  "We  can  save  lives  in  between, 
while  we  wait  for  a  biological  attack," 
says  Stephen  S.  Morse,  director  of  a 
new  $30  million  Defense  Advanced  Re- 
search Projects  Agency  (darpa)  counter- 
measures  program. 

So  far,  work  on  countenneasures  has 
primarily  focused  on  the  development  of 
vaccines.  Troops  going  to  the  Persian 
Gulf  are  now  inoculated  against  anthrax 
with  a  series  of  six  ■""»■ 
boosters.  But  de- 
veloping new  vac- 
cines can  take  10 


HOW  LETHAL  ARE 
BIOLOGICAL  AGENTS? 


sible    to  protect 


bio-warfare  agents, 
especially  new  ge- 
netically engi- 
neered organisms. 
darpa's  Morse  and 
others  are  looking  for  generic  defenses 
against  pathogens.  "We're  not  looking  to 
undermine  one  specific  organism,  but  to 
advance  our  knowledge  of  pathogenicity 
fundamentally,"  says  Morse. 

darpa  is  reaching  out  to  biotech  out- 
fits, big  drugmakers,  and  academics.  One 
scientist  whose  work  interests  the  agency 
is  Dr.  Stanley  Falkow,  a  professor  of  mi- 
crobiology and  immunology  at  Stanford 
University  School  of  Medicine.  Falkow's 
work  centers  on  deciphering  the  way  or- 
ganisms cause  disease.  Falkow,  along 


DISEASE 

INCUBATION 

FATALITIES 

ANTHRAX 

1-5  days 

80% 

PLAGUE 

1-3  days 

Pneumonic  100% 
Bubonic  50% 

TULAREMIA 

1-10  days 

30-40% 

CHOLERA 

2-5  days 

25-50% 

BOTULISM 

3  days 

30% 

DATA  U  S  INTELLIGENCE  REPORTS 

with  others,  discovered  that  so-called 
gram-negative  bacteria  such  as  those 
that  cause  bubonic  plague,  salmonella, 
and  cholera  all  use  a  similar  apparatus — 
involving  14  or  so  genes — for  delivering 
their  toxic  proteins  into  cells.  With  that 
in  mind,  B.  Brett  Finlay,  a  professor 
in  the  biotech  lab  at  the  University 
of  British  Columbia,  already  has  some 
drug  candidates  that  might  disable  this 
apparatus.  "In- 
stead of  develop- 
ing a  defense 
against  each  bio- 


protect  against 


Another  goal 
for  the  darpa  pro- 
gram is  figuring 
out  ways  to  pre- 
vent infection  in 
the  first  place.  Possible  grant  recipients 
include  researchers  working  on  new  ma- 
terials for  making  lightweight  suits  that 
act  as  barriers  against  pathogens  without 
disabling  soldiers.  Others  are  develop- 
ing lotions  for  the  skin  or  inhalants  that 
would  deactivate  bio-warfare  agents  be- 
fore they  could  cause  disease. 

Dr.  James  Baker,  head  of  allergy  and 
immunology  at  the  University  of  Michi- 
gan, is  studying  tiny  lipid  balls  designed 
to  fuse  with  the  membranes  of  bacteria 
and  viruses  and  dissolve  the  organisms. 


Baker,  who  is  working  on  this  teinol 
gy  with  a  company  called  Novav ; 
in  Columbia,  Md.,  says  the  lipi 
pathogens  in  10  minutes  in  a  test  b< 
and  remain  potent  for  hours. 
"CELLULAR  ENGINEERING."  In  ato 
long-range  approach,  Baker  is  alp  c 
veloping  these  lipid  balls  to  delft 
netie  material  to  cells  in  the  skin  J 
passages  that  will  make  them  irl 
to  infection.  He  calls  the  process  jei; 
lar  engineering."  In  one  schernjjj 
lipids  are  used  to  deliver  gene.tr 
would  instruct  cells  to  shut  dov 
production  of  viral  receptors,  oij/ir 
docking  sites,  and  prevent  pat™ 
from  getting  into  the  cells.  Bakeni; 
ines  using  such  countermeasure.fi, 
in  areas  experiencing  serious  cj 
outbreaks  or  other  infectious  dfl 
emergencies. 

Ultimately,  the  best  defense  ; 
biological  weapons  will  be  prev 
their  use  in  the  first  place.  Clearl  I 
would  involve  strengthening  treat 
pliance.  But  Danzig  also  talks  aboil 
ating  an  integrated  program  hex, 
the  military  and  public  health.' Ii 
would  include  better  surveillance  g 
ural  epidemics  and  bio-warfare  1 
and  stepped-up  tracking  of  labo.tf 
samples  of  infectious  agents.  Thes 
sures — along  with  the  developmit 
effective  antidotes — could  help  sf 
door  on  biological  weapons  for  go 

By  Naomi  Freundlich  in  Net 


BUILDING  A  CANARY  ON  A  CHIP' 


During  Operation  Desert  Storm, 
U.  S.  troops  bristled  with  detec- 
tion equipment.  But  their  chem- 
ical-weapons detectors  were  so 
indiscriminate  that  they  sounded 
false  alarms  when  they  encountered 
such  things  as  diesel  fuel. 

Capabilities  for  detecting  biological 
agents  were  even  more  rudimentary. 
This  was  a  sobering  wake-up  call  to 
the  military,  prompting  a  push  to  de- 
velop new  technologies.  One  hope  is 
to  spot  toxins  before  they  arrive. 
Lasers  can  glimpse  approaching 
chemical  clouds,  but  remote  sensing 
of  bio-warfare  agents  is  extremely 
difficult.  Even  if  sensors  do  register 
a  toxin,  they  can't  say  whether  it's 
plague  ur  common  cold. 

Put  a  sensor  in  contact  with  the 
suspected  agent,  however,  and  the 
task  becomes  easiei  Scientists  are 
fashioning  antibodies  that  bind  to,  and 


thus  identify,  biological  agents  such  as 
anthrax  and  botulism  toxins.  While 
promising,  these  methods  still  have 
one  flaw.  "You  have  to  know  what  it 
is  you're  looking  for,"  explains  James 
Hickman,  detection  ex- 
pert at  Science  Applica- 
tions International  Corp. 

SENSOR  SCIENCE: 

Nerve  cells  grown 
on  a  m  icroprocessor 
could  signal  the 
presence  of  toxins 

in  Rockville,  Md. 

That's  why  Hickman, 
along  with  David  A.  Stenger  at  the 
Naval  Research  Laboratory  and 
Stanford  University  electronics  whiz 
Gregory  T.  Kovacs,  is  manying  biol- 
ogy with  electronics  in  a  gadget  that 
could  detect  even  unknown  chemical 


and  biological  agents.  Dubbed  a  "| 
nary  on  a  chip,"  the  device  consis 
of  nerve  cells  grown  directly  on  s| 
con.  When  the  cells  encounter  tox  1 
they  send  an  electrical  signal  to  t', 
chip — a  modern  twist  oi 
dying  canaries  alerting 
miners  of  the  presence 
noxious  gases. 

The  scientists  are  trjkg 
to  get  the  cells  to  live 
longer  than  the  current 
three  months.  And  thej 
are  trying  to  link  a  cell 
each  of  the  chip's  32  elt 
trodes.  Already,  "we've 
been  able  to  detect  moi 
than  20  chemical  and  biological 
agents,"  says  Stenger.  If  the  teclrl- 
ogy  pans  out,  U.  S.  troops  could  c 
day  be  truly  prepared  to  detect  a 
actual  chemical  or  biological  attac 
By  John  Carey  in  Washmm 
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Hie  Zebra  Show 


:e  this  May,  Zebra  has  been  a  run-away  success.  Zebras  with  and  without  inserts  are  an  equal 
part  of  the  show.  Which  simply  proves  an  insert  is  only  as  good  as  the  putter  it's  in. 

For  details  call  1-800-RAM-PLAYS. 

http://www.ramgolf.com 
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The  Confidence  Game. 


These  Companies  Have  Foun 

The  National  Organizatioi 

Salute  Membeis 


provide  you 
with  a  competitive 
advantage.  We  are 
natural  problem- 
^     solvers  and 
innovative  in 
responding  to 
change.  Hire  us! 
We're  good  for 
your  business." 


Jennifer  Sheehy 

MBA  Candidate 
Georgetown  University 
(3.9  GPA) 


he  National  Organi- 
zation on  Disability 
(X.O.D.).  estab- 
lished the  CEO 
Council  to  recognize  America's 
business  leaders  for  their  sup- 
port of  people  with  disabilities 
in  the  w  orkforce.  These  leaders 
and  their  companies  believe  that 
a  person's  ability,  not  disability, 
is  what  counts  in  doing  a  job. 

Through  their  annual 
membership  contributions.  CEO 
Council  members  support 
N.O.D's  innovative  efforts  to 
enable  people  with  disabilities 
to  more  fully  participate  in  their 
communitv  and  in  all  aspects  of 
life. 


Chairman's  Circle 

\merican  Express  Company.  Harvey  Golub 
Amway  Corporation.  Dick  DeVos 
Business  W  eek.  David  G  Ferm 
J.C.  Penney  Co..  Inc..  James  E  Oesterreicher 
Merrill  L.vnch  &  Co..  Inc  .  Daniel  P.  Tully 
The  McGraw  Hill  Companies.  Harold  McGraw  III 
Reicher  Capital  Management  Co..  Jeffrey  P.  Reich 
L  nited  Parcel  Service.  Kent  Nelson 
Westinghouse  Electric  Corporation. 
Michael  H.  Jordan 

Vice-Chairman's  Circle 

Citibank.  John  S  Reed 

Eastman  Kodak  Company.  George  M  C  Fisher 

Fannie  Mae.  James  A.  Johnson 

HJ.  Heinz  Company.  Anthony  J.F  O'Reilly 

Mobil  Corporation.  Lucio  A  Nolo 

Potomac  Electric  Power  Company.  Edward  F  Mitchell 

Xerox  Corporation.  Paul  A  Allaire 


President's  Circle 

Alcoa.  Paul  ONeil 

Aristech  Chemical  Corporation.  Jiro  Kanl 
AT&T.  Robert  E  Allen 
Chrysler  Corporation.  R.J.  Eaton 
Compaq  Computer  Corporation.  Eckhanl 
Dorsar  Investment  Company.  Stephen  L.I 
Exxon  Corporation.  Lee  Raymond 
GTE  Corporation.  Charles  R.  Lee 
Joseph  E.  Seagram  &  Sons.  Inc..  Edgar  Bj 
Michael  T.  Rose  Companies.  Michael  T.  Ri 
National  Broadcasting  System.  Robert  C.| 
Owl  Hollow  Enterprises.  Philip  E  Beek 
Sunrise  Medical  Inc..  Richard  H.  Chandle 
Wm.  W  rigley.  Jr.  Company.  William  Wrij 
Woolworth  Corporation.  Roger  Farah 

Leadership  Circle 

Allstate  Insurance  Company.  Jerry  D.  Ch| 
Ameritech.  Richard  C.  Notebaert 
Anheuser-Busch  Companies.  Inc.. 

August  A.  Busch  III 
Apple  Computer.  Inc..  Gilbert  F.  Amelio 
Avon  Products  Inc..  James  E  Preston 
Bristol-Myers  Squibb.  Charles  A.  Heiml 
Champion  Enterprises.  Inc..  Walter  R.  Y( 
CIGNA  Group  Insurance.  John  K.  Leona 
CONRAIL.  Inc..  David  LeYan 
Ford  Motor  Company.  Alexander  J.  Trotn 
Fortis  Benefits  Insurance  Company, 

Robert  B.  Pollock 
General  Electric  Company.  John  F.  Wreld 
General  Motors  Corporation.  John  F.  Sm 
GEICO.  Louis  Simpson 
Harvard  Pilgrim  Health  Care.  Manuel  M 
The  Hearst  Corporation.  Frank  A  Benna( 
lngtrNnll-Rand  Company.  J  E  Perrella 
ITT  Hartford  Life  Insurance  Companies 

Lowndes  A.  Smith 
Johnson  &  Johnson.  Ralph  Larsen 
Kellogg  Company.  Arnold  G.  Langbo 
Mallinckrodt  Medical.  Inc..  Robert  G.  Mcl 
Marriott  International.  Inc..  J  W.  Marriojj 
New  York  Stock  Exchange.  Richard  A.  Gn 
Northrop  Grumman.  Kent  Kresa 
PPG  Industries.  Inc..  Jerry  E.  Dempsey  I 
RJR  Nabisco  Holdings  Corp..  Steven  Gold 
Rockwell.  Donald  R.  Beall 
Sandoz  Pharmaceuticals  Corporation.  E.J 
Schering-Plough  Corporation.  Robert  P.  Ill 
Shell  OO  Company.  Philip  J.  Carroll 
Tenet  Healthcare  Corporation.  Jeffrey  C.l 
Towers  Perrin.  John  T.  Ly  nch 
L  nited  Capital  Group.  Inc..  JP  MiliUi 
I  ST  Inc..  Vincent  A  Gierer 
I JS.  Can  Company.  William  J.  Smith 
Warner-Lambert  Company.  Melvin  R.  G<| 
Worthington  Industries.  John  P.  McCoon.l 

Council  Circle 

Advocate  Health  Care.  Richard  R.  Risk  j 
Alcatel  Network  Systems.  Inc..  David  E.  ((j 
Alex  Lee.  Inc..  Boyd  L.  George 
Allegheny  Health.  Education  &  Research 
Foundation.  Shenf  S.  Abdelhak 
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y  Ludlum  Corp.,  R  P.  Simmons 

,ife  Insurance  Company  of  North  America, 

I  C.  Anderson 

i  Brands,  Inc.,  Thomas  C.  Hays 
,1  Home  Products  Corporation, 

t.  Stafford 

ti  Physical  Therapy  Association, 

'n  Moffat 

nc,  Gordon  M.  Binder 

orporated,  William  J  Hudson 

ndustries  International.  Vincent  J.  Naimoli 

i  Corporation,  Jerold  W.  Wulf 

laniels  Midland  Company, 

te  O  Andreas 

Public  Service  Co.,  O.  Mark  DeMichele 
ndersen  Worldwide,  Lawrence  A  Weinbach 
I  Little,  Inc.,  Charles  R.  LaMantia 
on  of  Trial  Lawyers  of  America, 

d  F.  Twiggs 

ireless  Services,  Inc.,  Steve  Hooper 

Vmerica,  David  A.  Coulter 

Sew  York,  J  Carter  Bacot 

roperties  Corporation,  Alan  M.  Leventhal 

e  Haussmann,  Louis  B.  Lloyd 

itic,  Raymond  W.  Smith 

oratories.  Inc.,  William  R  Cook 

Veatch,  P.J.  Adam 

«s  and  Blue  Shield  of  Massachusetts,  Inc., 

n  Van  Faasen 

ng  Company,  Frank  A.  Shrontz 
icobs,  Kenyon  &  Eckhardt, 

s  D.  Peebler,  Jr. 

■ne/Firestone,  Inc.,  Masatoshi  Ono 
nternational  Inc.,  Ronald  A.  McDougall 
Union  Gas  Company,  Robert  B.  Catell 
a  Steel  Industries.  Inc.,  Marcus  Mota  e  Silva 
Corporation,  James  A.  Mack 
ichwab  &  Co.,  Inc.,  Charles  R.  Schwab 
inhattan  Bank,  Walter  V.  Shipley 
Corporation,  Kenneth  T.  Den- 
Group.  Inc.,  Albert  R  Gamper.  Jr 
)R  Inc.,  Lawrence  E.  Gloyd 
)X  Company,  G.  Craig  Sullivan 
-Cola  Bottling  Group  (Southwest  I.  Inc., 
id  M.  Hoffman 
'almolive  Co.,  Reuben  Mark 
Corporation.  Ralph  J.  Roberts 
wealth  Land  Title  Insurance  Co., 
t  Wender 

rAssociates  International  Inc., 

i  B.  Wang 

imited  Partnership,  William  F.  Connell 
,  Inc.,  Glenn  Rupp 
■national,  Charles  R.  Shoemate 
rporation,  Walter  J  Zable 
nternational.  Inc..  Dennis  B  Longmire 
<  Touche  LLP,  J.  Michael  Cook 
;pak.  Inc.,  James  E  Hermesdorf 
-r  Corporation  Foundation.  Inc.. 
name  Walker 

ncorporated,  Robert  W  Mahoney 

Corp.,  Donald  N.  Gray 

I  Company,  Inc.,  David  H.  Murdock 

Resources,  Inc.,  Thomas  E.  Capps 
'Ugar  Corporation.  Ed  Makin 
imunications  Corporation,  James  L  Donald 
&  Bradstreet  Corporation. 

E.  Weissman 

international  Inc.,  Charles  R.  Pernn 


Echlin  Inc.,  Frederick  J.  Mancheski 

Ecolab  Inc.,  Allan  L.  Schuman 

EG&G,  Inc.,  John  M.  Kucharski 

EMC  Insurance  Companies,  Bruce  G  Kelley 

Emerson  Electric  Co.,  Charles  F.  Knight 

Ernst  &  Young  LLP,  Philip  A.  Laskawy 

Fisher  Scientific  International,  Inc., 

Paul  M.  Montrone 
Fleet  Financial  Group,  Terrence  Murray 
Forbes  Magazine,  Malcolm  S.  Forbes.  Jr. 
Frank  Russell  Company.  Michael  J  Philip 
Franklin/Templeton  Group  of  F  unds. 

Charles  B.  Johnson 
Gannett  Broadcasting,  Cecil  L.  Walker 
Genentech,  Inc.,  Dr.  Arthur  Levinson 
The  Gillette  Company,  Alfred  M.  Zeien 
Glaxo  Wellcome  Inc.,  Robert  A  Ingram 
Golden  Rule  Insurance  Company,  John  M  Whelan 
The  Goodyear  Tire  &  Rubber  Company. 

Samir  Gibara 
Graybar  Electric,  Carl  L  Hill 
Guardsmark.  Inc.,  Ira  A.  Lipman 
Hasbro,  Inc.,  Alan  G  Hassenfeld 
Henry  Ford  Health  System,  Gail  L  Warden 
Household  International,  William  F  Aldinger 
The  Huntsman  Group,  Jon  M  Huntsman 
Illinois  Tool  Works,  Inc.,  W  James  Farrell 
IMC  Global,  Inc.,  Wendell  F  Bueche 
Invacare  Corporation.  A  Malachi  Mixon  III 
Ithaca  Industries,  Inc.,  Jim  D.  Waller 
John  Hancock  Financial  Services,  Stephen  L.  Brown 
Johnson  &  Higgins,  David  A.  Olsen 
Johnson  Publishing  Company,  Inc.,  John  H  Johnson 
The  Jordan  Company,  John  W.  Jordan  II 
J.P.  Morgan  &  Company,  Inc..  Douglas  A  Warner  III 
Keebler  Company,  Sam  K  Reed 
Kemper  National  Insurance  Companies. 

David  B.  Mathis 
Key  Corp.  Robert  Gillespie 


For  a  free  32-page 
BusinessWeek  reprint, 
"The  New  Competitive 
Advantage,"  and  more 
information  on  how  you 
can  join  the  CEO  Council, 
contact: 

Martin  T.  Walsh, 
CEO  Council  Director,  N.O.D. 
910  16th  Street  NW 
Washington,  DC  20006 


=  Tel  202-293-1944 
I  Fax  202-293-7999 

|    TTD  202-293-5968 
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Kmart,  Floyd  Hall 

Knight-Ridder  Inc.,  James  K  Batten 

Landstar  System  Inc.,  Jefrey  C.  Crowe 

Marsh  &  McLennan  Companies  Inc.,  J.C.  Smith 

Matsushita  Electric  Corporation  of  America, 

Richard  Kraft 
The  May  Department  Stores  Company, 

David  C.  Farrell 
McLane  Company,  Inc.,  Grady  Rosier 
MidAmerican  Energy  Company,  Stanley  J  Bright 
Motion  Picture  Association  of  America,  Inc., 

Jack  Valenti 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Anthony  Luiso 
Nash  Finch  Company,  Al  Flaten 
NationsBank  Corporation,  Hugh  L.  McColl,  Jr. 
NEC  America,  Inc.,  Mineo  Sugiyama 
Nellcor  Puritan  Bennett,  C  Raymond  Larkin.  Jr 
New  Venture  Gear,  Fred  L.  Hubacker 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W.  P.  Madar 
Northeast  Utilities,  Bernard  M  Fox 
Northern  States  Power  Company. 

James  J.  Howard  III 
Novell.  Inc.,  Robert  J.  Frankenberg 
Nynex,  Ivan  G.  Seidenberg 
Olin  Corporation.  Donald  W  Griffin 
Oshman's  Sporting  Goods,  Inc.,  Alvin  N.  Lubetkin 
The  Perkin-F^lmer  Corp.,  Tony  L.  White 
Pitney  Bowes  Inc.,  George  B  Harvey 
PolyGram  Holding  Inc.,  Enc  Kronfeld 
Price  Waterhouse  LLP,  James  J.  Schiro 
The  Prudential  Insurance  Company  of  America, 

Arthur  R\an 
The  Reader's  Digest  Association,  Inc., 

James  P.  Schadt 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  York  Corporation,  Walter  H  Weiner 
The  Riggs  National  Bank  of  Washington  DC, 

Joe  L.  Allbntton 
Safeway  Inc.,  Peter  A  Magowan 
Sea-Land  Service.  Inc..  John  Clancey 
SERD/BTS,  Mercedese  M.  Miller 
SmithKline  Beecham,  Jan  Leschly 
Sony  Electronics  Inc.,  Carl  J.  Yankowski 
Sprint.  Wilham  T.  Esrey 
State  Farm  Insurance  Companies. 

Edward  B.  Rust.  Jr. 
Statistica  Inc.,  Jerry  L  Ashworth.  Sr. 
Steelcase  Inc.,  James  Hackett 
Tambrands  Inc.,  Edward  T.  Fogarty 
Transamerica  Occidental  Life  Insurance  Compan\. 

Thomas  J.  Cusack 
Tribune  Broadcasting  Co..  James  C  Dowdle 
ULLICO.  Inc.,  Robert  A.  Georgine 
UNUM  Corporation.  James  F.  Orr.  Ill 
United  Technologies,  George  David 
USF&G  Insurance.  Norman  P.  Blake.  Jr. 
U  S  West.  Inc.,  Richard  D  McCormick 
W.R.  Grace  &  Co.,  Albert  J.  Costelio 
Washington  National  Insurance  Company. 

Robert  Patin 

The  Washington  Post  Company,  Donald  E  Graham 
Wells  Rich  Greene  BDDP,  Frank  Assumma 
W'hjrlpool  Corporation.  David  R  Whitwam 
Wyse  Technology  Inc.,  Douglas  Chance 
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PCOMPUTERS  MAY  RUN  ON  WORMS 

ELECTRONIC  WORMS 

r  through  silicon 
spit  out  a  new 
j  of  computer? 
's  the  goal  at 
inia  Polytech- 
nstitute  & 
;  University, 
archers  Pe- 

1  Athanas  and  Ray  A. 
ler  Jr.  are  building  a 
lied  Wormhole  system 
promises  affordable 
;op  systems  faster  than 
supercomputer. 
ie  trouble  with  today's 
uters  is  that  they  are 
romise  tools.  They 
i  be  a  lot  quicker  if 
•are  programs  were 


converted  into  special-pur- 
pose chips.  But  then  every- 
one would  need  multiple 
computers,  because  hard- 
ware optimized  for  analyz- 
ing X-ray  images,  say, 
would  be  woeful  at  batting 
out  nursing  schedules.  So 
Athanas  favors  a  new  op- 
tion: teaming  field-program- 
mable gate  array  (fpga) 


technology  with  just-in-time 
data  and  instructions. 

fpga  chips 
have  generic  cir- 
cuits that  can  be 
repeatedly  tailored 
with  electronic 
m/    stitches  to  fit  almost 
wY    any  task.  Usually, 
that's  done  offline  be- 
cause it  takes  a  while. 
But  the  Virginia  Tech  team 
has  built  a  superspeedy 
fpga.  When  it's  fed  a 
worm — a  string  of  data 
specifying  a  new  circuit  pat- 
tern plus  a  series  of  tasks — 
the  chip  instantly  rewires 
itself  and  begins  crunching. 
So,  Wormhole  computers 
would  need  fewer  chips  to 
do  almost  anything  faster.n 


CHIP  RECIPE: 

ilTROGEN, 

AT900C 

EERS    HAVE  LONG 

;d  of  semiconductor 
lat  could  handle  both 
and  electrical  signals, 
con  hasn't  been  prac- 
|  processing  pulses  of 
nd  the  semiconductor 
ils  that  are — such  as 
arsenide — are  expen- 
very  fragile.  Now,  hy- 
;oelectronic  chips  have 
ved  closer  to  reality, 
archers  at  Rochester 
e  of  Technology  have 


found  a  way  of  enabling  sili- 
con to  see  the  light.  In 
telecommunications,  this  could 
end  the  need  for  the  cumber- 
some equipment  that  converts 
laser  pulses  zipping  through 
optical  fibers  into  the  electri- 
cal signals  required  by  sili- 
con-based switching  systems. 

The  key  is  a  tough  new 
form  of  porous  silicon.  Fragili- 
ty has  always  plagued  porous 
silicon,  a  curious  form  of  sili- 
con that's  mainly  air — but  is 
good  for  optical  signals.  But 
after  acid  eats  away  most  of 
the  silicon,  creating  a  delicate 
spongelike  structure,  the  ma- 
terial is  too  flimsy  to  with- 


stand chipmaking  operations. 

The  Rochester  team,  led 
by  researcher  Philippe  M. 
Fauchet,  set  out  to  make 
porous  silicon  stronger.  As 
disclosed  in  the  Nov.  28  is- 
sue of  Nature,  this  turned 
out  to  be  easy:  Bake  silicon 
wafers  in  a  standard  chip- 
making  oven  at  900C — but  in 
nitrogen,  not  air.  The  heat 
boils  off  hydrogen  atoms, 
leaving  the  porous  silicon 
ready  for  reinforcement  with 
two  layers  of  silicon  oxide. 
Next,  Fauchet's  team  hopes 
to  boost  the  fight-emitting  ef- 
ficiency of  this  new  kind  of 
porous  silicon.  □ 


WILL  THE  OFFICE 
PHONE  SOON  CUT 
THE  CORD?  

IN  A  FEW  YEARS,  YOUR  DESK- 

top  phone  may  lose  its  cord. 
Today,  cellular  office-phone 
systems  are  rare  due  to  their 
high  operating  expense.  But 
cell-phone  suppliers  are  start- 
ing to  come  up  with  differ- 
ential pricing  schemes,  with 
calls  made  from  an  office  be- 
ing nearly  free. 

In  the  vision  of  Sweden's 
L.  M.  Ericsson,  a  set  of  chan- 
nels is  designated  for  in-build- 
ing use.  Calls  would  be 
picked  up  by  an  antenna  in 
the  building  and  relayed  to 
the  wired  network.  The  same 
channels  could  be  used  simul- 
taneously in  dozens  of  other 
buildings  because  the  signals 
are  low-power  and  will  not 
interfere  with  each  other. 
Walk  outside  during  a  con- 
versation, however,  and  the 
system  would  switch  to  a 
channel  for  long-range  calls — 
with  the  charges  mounting 
accordingly. 

Telia  Mobitel,  the  No.  1 
mobile-phone  operator  in 
Sweden,  recently  began  test- 
ing a  tiered  pricing  plan  in 
cooperation  with  Ericsson. 
Some  27%  of  all  Swedes  al- 
ready have  mobile  phones. 
Telia  hopes  the  availability 
of  cheap  in-building  use  will 
nudge  the  subscription  rate 
past  50%.  Peter  Coy 


PING  THE  TURBOT  OUT  OF  THE  TURBINE 


)ROELECTRIC  DAM  CAN 

i  river  into  a  gory 
of  chopped  fish.  Many 
iced  up  by  the  dam's 
ie  blades.  Others  ex- 
from  the  drastic  drop 
ter  pressure  between  a 
le's  intake  and  outflow, 
h  lovers  want  to  shut 
hydro  plants  in  sever- 
tes,  even  though  dam 
's  are  spending  big 


bucks  on  such  efforts  as  net 
ting  fish  above  a  dam  and 
releasing  them  below. 

Alden  Research  Labo-  ^ 
ratory  Inc.  in  Holden, 
Mass.,  took  a  fisheye  look  at 
turbines  and  came  up  with  a 
radical  redesign.  Alden 
won't  disclose  details  until  a 
patent  application  has  been 
filed.  But  one  key  is  using 
fewer,  longer  blades  to  im- 


pr 
the 

that  the  fish  will  sneak 
through  unharmed.  The  new 
design  also  stretches  the 
distance  over  which  the  wa- 


ter pressure  drops,  so 
fish  have  more  time  to 
adjust  internally.  Yet 
it  produces  nearly  as 
much  electricity  as  a 
conventional  turbine. 
At  least  on  paper.  For 
now,  building  a  prototype 
is  on  hold.  The  Energy 
'£  Dept.  hasn't  gotten  the 

$20  million  it  requested  to 
fund  construction  of  three 
designs  for  fish-friendly 
turbines.  Peter  Coy 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@businessweek.com 


The  1997  Business  Week  Presidents  Forum 


GLOBALLY: 


U.S.  Business  Takes  Charge 


April  9-11,  1997.  Phoenix,  Arizona. 


Featured  speakers: 


James  A.  Baker, 

U.S.  Secretary  oj  State 
1989-92 


W.  Wayne  Allen 
Chairman  and  CEO 
Phillips  Petroleum 
Company 


Leslie  G.  McCraw 
Chairman  and  CEO 
Fluor  Corporation 


Dana  G.  Mead 
Chairman  and  CEO 
Ten  n  cro 


John  T.  Chambers 

President  and  CEO 
Cisco  Systems,  Inc. 
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ipetition  in  growing  international  markets  is  fierce, 
jles  of  trade  continue  to  change,  newly  empowered 
ire  posing  threats  to  U.S.  business  success  abroad. 
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BusinessWeek 


EXECUTIVE  PROGRAMS 


Beyond  news.  Intelligence. 


McGraw-Hill  Companies,  Inc. 


8? 

4  niv,<„„,  ni  TU.  Mra.rnu, UM  < 


Personal  Business 


F 

EDITED  BY  AMY  DUNKIN 


WHAT'S  CHRISTMAS 
WITHOUT... MUNI  BONDS? 


Amid  all  your  other  hol- 
iday shopping  excur- 
sions, you  might  want 
to  visit  the  municipal-bond 
market.  While  munis  might 
not  currently  be  on  your  list, 
there  are  several  reasons 
why  they  should  be.  First,  to 
offset  any  hefty  stock  gains 
and  reduce  your  taxes,  you 
might  consider  selling  some 
money-losing  munis  and  rein- 
vesting the  proceeds  in  dif- 
ferent bonds.  Second,  if  you 
are  trying  to  stick  to  an  as- 
set-allocation formula,  buying 
munis  can  help  you  rebalance 
the  fixed-income  portion  of 
your  investment  portfolio, 
which  is  now  probably  out  of 
whack,  because  of  the  boom- 
ing equity  market.  Finally, 
the  end  of  the  year  can  sim- 
ply be  an  opportune  time  to 
find  good,  cheap  issues. 

Munis  already  in  a  portfo- 
lio can  come  in  handy  for  in- 
vestors concerned  about  high 
capital-gains  tax  liabilities  on 
their  stocks.  A  strategy  called 
tax  swapping  would  allow 
you  to  unload  a  municipal 
bond  that  has  declined  in 
price  and  use  the  loss  to  off- 
set your  equity  gains,  there- 
by softening  your  tax  bite. 
NET  OUT.  Say  you  bought  a 
municipal  bond  at  par  five 
years  ago,  and  it's  now  trad- 
ing at  95.  On  a  $10,000  in- 
vestment, that's  a  $500  loss. 
At  the  same  time,  you  have 
at  least  a  $500  gain  on  a 
stock  and  want  to  sell  while 
prices  remain  high — a  pru- 
dent move.  The  $500  loss  and 
equivalent  gain  net  out  each 
other  to  result  in  no  tax  con- 
sequences. One  caveat:  All 
tax  swaps  must  be  executed 
by  Dec.  31 — but  the  trade 
doesn't  have  to  clear  by  then. 
Call  a  number  of  brokers  to 
get  the  best  sales  price  on 
your  bonds.  Bids  will  be 


close,  but  sometimes  you  can 
get  a  half  point  better:  On 
$100,000,  that's  $500  in  your 
pocket — not  your  broker's. 

Now  that  you've  sold  one 
of  your  muni  bonds,  you'll 
need  to  buy  at  least  another 
one  to  maintain  the  fixed-in- 
come portion  of  your  portfolio 
and  your  asset-allocation  mix. 
The  end  of  the  year  is  the 
right  time  to  rebalance  your 
investments.  "The  volume 
and  availability  is  strong  in 
the  secondary  muni-bond 
market  because  of  tax  swap- 
ping," says  Scott  Rykert  of 
Stoever  Glass,  muni-bond 
traders  in  New  York. 


Some  bond-market  watch- 
ers expect  a  rally  early  next 
year  because  many  munis  is- 
sued in  the  1980s  come  due 
on  Jan.  1,  1997,  and  investors 
need  to  buy  new  bonds  to  re- 
place the  old  ones.  What's 
more,  "municipals  didn't  share 
in  the  Treasury  rally  of  this 
past  year,  and  assuming  a 
continued  low-interest-rate 
environment,  there  will  be  a 
strong  demand  for  munis 
next  year,"  predicts  Neil  Bud- 
nick,  director  of  public  finance 
at  mbia  Insurance. 

While  the  municipal-bond 
supply  is  growing  moderately, 
at  a  3%  to  5%  annual  pace. 


demand  is  robust  and  j  < 
pacing  supply.  In  a  nl 
mbia  survey,  61%  of  thta'J 

brokers  questioned  sajt  > 
would  sell  more  mu|c  )( 
bonds  if  the  supply « 
available.  Of  course, 
will  benefit  because  ra  - 
fall,  but  buyers  will  pa  1 
er  prices  for  less  yield.  ■ 
best  to  lock  in  the 
yield  now  and  happily 
as  the  bonds  are  likeljo 
come  pricier. 

Even  for  the  basic  L  e 
who  has  no  tax  manei 
to  do,  "it's  a  good  time  > 
municipal    bonds  M 
they're  cheap  compart  i 
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fixed-income  invest- 
such   as  preferred 
I  other  taxable  paper," 
hn  Hallacy,  director  of 
aal-bond  research  at 
Lynch.   Yields  on 
30-year   munis  are 
5.4%,   or  currently 
34%  of  the  yields  on 
Treasury  securities, 
yield  is  lower  for 
•  maturities.  For  in- 
an  AAA  15-year  muni 
bout  5.11%,  or  80%  of 
■ies.  For  people  with 
:nal  tax  rate  of  39.6%, 
he  taxable  equivalent 
46%  15-year  bond.  In 
low-inflation  environ- 
he  real,  tax-adjusted 
s  still  a  strong  2.10%. 
ion,  "it's  getting  hard- 
larder  to  find  good 
rith  low  risk,"  says 
Friedlander,  a  fixed- 
strategist  at  Smith 
"especially  when  you 
r  the   Standard  & 
500-stock  index  is 
2%,  the  lowest  ever." 
TAXES.  Municipal-bond 
may  look  skimpy 
ed   with   those  on 
)Ut  you  may  find  com- 
a  recent  study  by 
>'s  John  Nuveen  & 
largest  specialist  in 
>al  bonds.  It  shows 
an  aftertax,  inflation- 
I  portfolio  over  the 
years,  municipals  per- 
second  only  to  equi- 
ccording    to  Paul 
,|  vice-president  and 
r     of  investment 
es  and  research  at 
Equities  had  an  av- 


Municipal-Bond  Buying  Tips 

►  Buy  AAA-rated  or  the  safer  "prerefunded"  or  "escrowed" 
bonds  to  avoid  worrying  about  credit  risk. 

►  Consider  out-of-state  bonds  for  diversity  or  when  they  provide 
a  better  aftertax  return  than  in-state  bonds. 

►  Purchase  issues  with  varied  maturities  to  diversify  your 
portfolio. 

►  Watch  for  hidden  bond  call  features.  Avoid  bonds  that  can  be 
called  or  redeemed  early. 

►  Shop  for  the  best  price:  Bond  dealers  typically  offer  better 
prices  than  stockbrokers.  You  should  be  able  to  keep  the  maxi- 
mum commission  to  2%. 


A  Few  Good  Picks 


ISSUER* 

COUPON 

DUE 

YIELD  TO  MATURITY 

RANCHO  (CALIF.)  WATER  REVENUE 

5.10% 

8-01-09 

5.40% 

TRINITY  (PA.)  SCHOOL  DISTRICT 

5.50 

11-01-11 

5.50 

METRO.  TRANSIT  AUTH.  (N.Y.C.) 

5.50 

7-01-22 

5.75 

DADE  COUNTY  (FLA.)  SCHOOL  BOARD 

5.50 

5-01-25 

5.75 

I  AAA  rated 


Note:  Rancho,  Calif.,  and  Metro.  Transit  Auth.  are  insured 

DATA:  ST0EVER  GLASS  &  CO. 


diversification  is  imperative 
in  any  investment  portfolio, 
and  municipal  bonds  can  pro- 
vide that  variety. 

As  bad  as  the  supply-and- 
demand  imbalance  is  now, 
many  expect  the  situation  to 
worsen  after  the  New  Year. 
That  makes  now  a  better 
time  to  be  looking.  Jim 
Lynch,  editor  of  the  Lynch 
Municipal  Bond  Advisory 
newsletter,  recommends 
bonds  from  the  income-tax- 
free  states  of  Texas  and 


New  York  and  Florida, 
where  the  supply  is  heavier — 
and  yields  may  be  higher — 
than  in  other  states.  "Major 
refunding  issues  are  expected 
for  New  York  City,  so  it 
could  give  you  unusual  val- 
ues later  this  month  or  early 
next  year,"  says  Bob  Cham- 
berlin,  the  director  of  munic- 
ipal research  at  Dean  Witter 
Reynolds. 

Puerto  Rico  issues  provide 
good  value  because  they  are 
double-exempt  in  all  states, 


INVESTING 


Act  before  yearend 
minimize  your  taxes,  offset  hefty  stock 
gains,  and  rebalance  your  portfolio 


ftertax,  infiation-ad- 
eturn  of  5.02%  over 
;  of  dollar-cost  aver- 
lunicipals'  2.88%  re- 
■at  out  corporates' 
reasury  bonds'  0.37%, 
asury  bills'  -1.30%. 
;he  stock  market's 
Jtums  may  be  a  lure, 


Washington  if  you're  trying 
to  diversify  your  muni  port- 
folio outside  your  home  state. 
Munis  from  high-income-tax 
states  such  as  California  and 
Minnesota  sell  at  a  premium, 
with  lower  yields  than  bonds 
from  income-tax-free  states. 
Other  locales  to  consider: 


but  you  should  be  willing  to 
do  extra  research  associated 
with  investing  in  a  U.  S.  com- 
monwealth. While  it's  always 
wise  to  buy  bonds  from  your 
home  state — because  they're 
exempt  from  taxes — you'll  still 
want  to  buy  out-of-state  is- 
sues to  broaden  your  portfolio. 


Lynch  urges  in- 
vestors to  avoid  hos- 
pital revenue  bonds 
because  of  the  indus- 
try turmoil,  and  cer- 
tificates of  partici- 
pation, which  are 
non-voter-approved 
financings.  Also  pass 
up  electric  revenue 
bonds:  That  fast- 
changing  industry 
is  subject  to  more 
credit  volatility. 

Before  you  go  out 
on  a  muni-bond  buy- 
ing spree,  consider  a 
few  tips.  Stick  with 
AAA-rated  issues 
or  even  safer  "pre- 
refunded" or  "es- 
crowed to  maturity" 
bonds  that  are 
backed  by  Treasuries 
to  avoid  worrying 
about  credit  risk. 
Prerefunded  bonds 
often  trade  above 
par,  but  the  higher 
yield  should  help 
make  up  for  the  loss 
of  principal  when  the 
bond  is  called  or  comes  due. 
CAVEAT  EMPTOR.  It's  best  to 
buy  bonds  with  different  ma- 
turities for  diversity.  And  if 
you  need  liquidity,  then  a 
municipal-bond  mutual  fund 
might  be  more  appropriate. 
Make  sure  there  are  no  hid- 
den call  provisions  in  an  in- 
dividual bond,  and  check  to 
see  if  the  bond  might  figure 
into  the  alternative  minimum 
tax.  In  the  next  year,  more 
municipal  bonds  are  expected 
to  be  subject  to  this  tax, 
where  the  tax-exempt  inter- 
est is  added  back  to  your 
adjusted  gross  income.  Defi- 
nitely take  time  to  compari- 
son-shop. You  will  usually 
get  better  prices  from  a 
bond  dealer  than  from 
a  stockbroker.  It  should  be 
possible  to  keep  the  commis- 
sion to  2%  or  under. 

Of  course,  it's  a  lot  more 
fun  to  spend  your  days  shop- 
ping for  holiday  presents  than 
municipal  bonds.  Neverthe- 
less, you'll  enjoy  the  gift  of 
lower  taxes  and  a  balanced 
portfolio  well  into  the  New 
Year  with  a  good  municipal- 
bond  strategy.  Toddi  Gutner 


Personal  Business 


THE  POWDER 
AND  THE  GLORY 


Pure,  untracked  pow- 
der is  the  Golden 
Fleece  of  skiing — easy 
to  talk  and  dream 

about  but  almost  impossible 
to  find.  For  years,  helicopter 
skiing  was  the  best  way  for 
skiers  to  guarantee  them- 
selves the  experience.  But 
two  things  had  always  kept 
me  from  trying  heli-skiing: 
my  pocketbook  and  my 
young  family.  At 
about  $500  per  day, 
heli-skiing  is  an 
extravagance  and, 
with  the  dangers  of 
riding  helicopters 
among  the  moun- 
taintops,  not  worth 
the  risk  for  a  father 
of  three. 

Snow-cat  skiing, 
which  uses  treaded 
all-terrain  vehicles 
to  reach  isolated 
slopes,  is  the  perfect 
alternative.  It  offers 
skiers  the  thrill  of 
breaking  through 
chest-deep  virgin 
powder  without 
breaking  the  bank. 
Prices  begin  at  $100 
a  day,  which  usually 
includes  lunch. 
When  you  subtract 
the  danger  of  heli- 
copter flights,  the 
risks  are  pretty 
much  limited  to  ski- 
ing off  a  cliff,  break- 
ing a  bone,  or  ex- 
hausting yourself 
searching  for  a  lost 
ski  in  10-foot  drifts. 
The  payoff,  besides 
the  great  skiing, 
includes  beautiful 
wilderness  views 
and  an  escape  from 
the  long  lift  lines, 
crowded  lodges,  and 
other  blights  of 
modern-day  skiing. 

Snow  cats,  long 
used  for  grooming 


slopes  after  the  sun  goes 
down,  can  climb  virtually  any 
mountainside  with  snow.  In 
recent  years,  a  mini-industry 
has  sprouted  near  resorts 
throughout  the  Rockies,  of- 
fering skiers  single-  and  mul- 
ti-day expeditions  making 
fresh  tracks  on  undeveloped 
slopes  near  popular  resorts. 
Geared  to  the  expert  and  ad- 
vanced-intermediate  skier,  the 
daylong  trips  usually  feature 
about  a  dozen  runs  of  guided 


LESS  RISKY:  Cats  are  cheaper  than  copters,  too 


Where  to  Ride  Snow  Cats 


OPERATOR/SKI  AREA/PHONE 

ASPEN  MOUNTAIN  POWDER 
TOURS 

Aspen,  Colo. 
970  920-0720 

GRAND  TARGHEE 
SN0WCAT  SKIING 

Jackson  Hole,  Wyo. 

800  827-4433 

GREAT  DIVIDE  SNOW  TOUR 

Monarch  Ski  Area,  Colo. 
719  539-3573 

SNOW  CANYON  SNOW  CAT 
SKIING 

Park  City,  Utah 

801  649-1674 

STEAMBOAT  POWDER  CATS 

Steamboat  Springs,  Colo. 
800  288-0543 


COMMENTS/COST  PER  DAY 

Includes  an  early- 
morning  gondola 
ride  to  the  cats 
$225 

The  Grand  Tetons  boast 
among  the  steepest 
skiing  in  the  West 
$195 

No-frills  adventure  makes 
this  a  great  baigain 
$110 

World-famous  Utah 
powder  is  tough 
to  match 
$185 

Features  new  ski  terrain 
with  open  powder  bowls 
$185 


skiing  on  un- 
groomed,  often  un- 
touched mountains. 

My  trip  at  Ir- 
win Lodge  outside 
the  Crested  Butte 
(Colo.)  ski  resort  last 
winter  was  typical. 
Our  group  of  16  skiers 
left  before  sun- 
rise to  make  the 
most  of  the  day  and  take  ad- 
vantage of  a  fresh  blanket  of 
powder  the  previous  night. 
After  a  half-hour  noisy, 
bumpy,  sometimes  jolting  ride 
to  the  top  of  the  mountain, 
guides  watched  as  we  carved 
long  arcs  down  the  first  half- 
mile  glade  of  thigh-deep  pow- 
der. Based  on  ability,  we  di- 
vided into  fast  and 
slow  groups. 

I  spent  the  mbrn- 
, ,  -  ing  with  the  less 
'  advanced  group, 
which  was  held  up 
by  frequent  spills. 
After  a  gourmet 
lunch  inside  the  rus- 
tic hunting  lodge,  I 
switched  to  the  ex- 
pert group  and 
joined  in  a  heart- 
pounding,  adrena- 
line-charged game  of 
follow  the  leader. 
Our  guide  gathered 
us  at  the  top  of 
each  new  slope  and 
gave  us  a  quick  set 
of  instructions:  Keep 
to  the  right  of  a  cliff 
ahead,  jump  over  a 
tiny  stream  down 
the  way,  steer  care- 
fully through  the 
pines  at  the  bottom. 
Then,  he  was  off, 
and  it  was  our  duty 
to  keep  pace.  It  was 
the  most  exhilarat- 
ing experience  I've 
had  in  my  20  years 
of  skiing. 

Even  so,  snow- 
cat  skiing  isn't  for 
everyone.  Slopes  are 
typically  steep,  and 
the  snow  deep — in- 
timidating conditions 
for  people  with  lim- 
ited powder  experi- 
ence. Several  on  our 
trip  were  clearly  in 
over   their  heads 


LEISURE 


and  seemj 
hausted  a 
day  spent] 
themselvJ 
from  falls-! 
ing  all  the  til 
they  were  I 
down  the  grou 
the  guides  on  mJ 
are  endlej 
tient  and] 
with  instruction. 

When  you're  consid 
snow-cat  adventure,  tl 
some  important  fad] 
take  into  account.  Tl 
of  clients  to  guides] 
never  rise  above  six| 
It's  better  still  if  th 
work  in  pairs:  One 
the  way  while  the 
helps  the  stragglers.l 
should  be  professions 
structors  with  winte 
gency-care  certificat 
should  carry  snow  J 
first-aid  kits,  and  two] 
dios.  Also,  outfitter: 
provide  all  skier 
avalanche  beepers. 
HEARTY  LUNCH.  The  I 
of  runs  varies,  deperl 
length.  Expect  at  11 
runs  and  a  minirJ 
10,000  vertical  feetJ 
spend  nearly  half  thJ 
the  snow  cats,  so  ti 
cles  should  be  heatej 
good  repair.  Skiersl 
make  certain  their  o« 
are  up  to  the  challenl 
eral  outfitters  offer  J 
geared  toward  mod] 
skilled  skiers. 

Costs  vary,  risina 
near  the  more  fas™ 
resorts.  The  Monal 
Area  on  Colorado's! 
nental  Divide  offer! 
frills,  no-lunch  paclJ 
$110  a  day.  Aspen  fti 
Powder  Tours  chara 
for  a  day  excursion  I 
eludes  an  early-mornl 
dola  ride  to  the  cat| 
hearty  lunch.  Wherea 
go,  reservations  can  i 
cult  to  get  during  Fil 
and  March.  Alas,}! 
Lodge  closed  this  ya] 
result  of  a  dispute  wjj 
environmental  regulU 
pray  that  it  gets  I 
business  by  next  skuj 
I  can  hear  those  a 
slopes  calling.  David  n 
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astern  Bell  engineering  has  produced  a  network  that's  99.999%  reliable. 


What  does  it  mean  to  you  : 


Mike  Palmer 

Oklahoma  Sky  Diving  Center 
Owner 


It  means  everything  in  my  line  of  business.  The  word 
"mistake"  isn't  even  in  my  vocabulary.  Because  as  soon 
as  you  realize  you've  made  one,  it's  a  little  too  late. 


It  means  we  re  using  every  resource  we've  got  -all  our 
knowledge,  our  experience,  our  talents  and  our  skills.  We 
wouldn't  experiment  w  hen  it  comes  to  your  business.  That's 
why  it's  a  system  that's  99.999%  sure  on  nearly  165  million 
calls  a  day.  As  lar  as  we're  concerned,  every  one  of  those 
165  million  calls  is  the  most  important  call  in  the  world. 


Because  you  have  a  business  to  run. 


(3)  Southwestern  Bell 


■  iess 


And  It's  Coining  In  Januar\ 


pgatour.co 


The  Official  Site  of  the  PGA  TO 


siness  Week  Index 


CTION  INDEX 


! 

e  from  last  week:  0.5% 
e  from  last  year:  5.2% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Nov.  23=132.4 
  1992=100 


Mar.  July  Nov. 

1996  1996  1996 

>x  is  a  4-week  moving  average 

iction  index  increased  modestly  during  the  week  ended  Nov.  23. 
Iculation  of  the  four-week  moving  average,  the  index  also  continued 
lore  strength  by  climbing  to  134.2,  from  132.9.  Seasonally  adjusted 
■els  of  autos  and  trucks  were  up  strongly,  but  electric  power  and 
refining  production  were  flat  for  the  week, 
lg  index  will  be  unavailable  for  an  indefinite  period  of  time. 

i  index  copyright  1996  by  The  McGraw-Hill  Companies 


G  INDICATORS 


RICES  (11/29)  S&P  500 

LATEST 
WEEK 

757.02 

WEEK 
AGO 

748.73 

YEARLY 
%CHG 

25.0 

TE  BONO  YIELD.  Aaa  (11/29) 

7.06%  7.05% 

i  :;; 

IAL  MATERIALS  PRICES  (11/29) 

107.2 

106.9 

-3.6 

S  FAILURES  (11/22) 

NA 

NA 

NA 

'ATE  LOANS  (11/20)  billions 

NA 

NA 

NA 

UPPLY,  M2  (11/18)  billions 

$3,796.9 

$3, 792.  Or 

4.2 

'LAIMS,  UNEMPLOYMENT  ( 1 1/23)  thous.  342 

342r 

-6.8  - 

Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index.  1990-100),  Dun 
:t  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept 

EST  RATES  • 

FUNDS  (12/3) 

LATEST 
WEEK 

5.09% 

WEEK 
AGO 

5.38% 

YEAR 
AGO 

5.75% 

ilAL  PAPER  (12/4)  3-month 

5.42 

5.41 

5.67 

ATES  OF  DEPOSIT  (12/4)  3  month 

5.39 

5.38 

5  6  / 

RTGAGE  (11/29)  30-year 

7.71 

7.76 

7.43 

BLE  MORTGAGE  (11/29)  one-year 

5.66 

5.75 

5.62 

2/3) 

8.25 

8  25 

8.75 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (11/30)  thous.  of  net  tons 

LATEST 
WEEK 

1,946 

WEEK 
AGO 

1  914# 

YEARLY 
%  CHG 

1 .0 

AUTOS  (11/30)  units 

80,995 

1  3?  4?7r# 

-36.0 

TRUCKS  (11/30)  units 

78,094 

-37.6 

ELECTRIC  POWER  ( 1 1/30)  millions  of  kilowatt-hrs.  NA 

62,142# 

NA 

CRUDE-OIL  REFINING  (1 1/30)  thous.  of  bbl./day  14,304 

14,310# 

0.6 

COAL  (11/23)  thous.  of  net  tons 

21.677# 

20,922 

23.3 

LUMBER  (11/23)  millions  of  ft. 

484. 5# 

483  6 

77.5 

RAIL  FREIGHT  (1 1/23)  billions  of  ton-miles 

26. 8# 

26.4 

27.0 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
Institute,  American  Petroleum  Institute,  Energy  Dep' 
American  Railroads 

Automotive  Reports,  Edison  Electric 
.,  WWPAl,  SFPA2,  Association  of 

PRICES 

GOLD  (12/4)  $/troy  oz 

LATEST 
WEEK 

370.900 

WEEK 
AGO 

373.500 

YEARLY 
%  CHG 

-4.2 

STEEL  SCRAP  (12/3)  #1  heavy,  $/ton 

1  1 6  50 

116.50 

-13.4 

COPPER  (11/29)  (2/lb. 

111.5 

109  0 

-19.0 

ALUMINUM  (11/29)  0/lb 

72.0 

72.4 

-8.3 

COTTON  (11/30)  strict  low  middling  1-1/16  in., 

2/lb.  71.27 

/ii  68 

-14.8 

OIL  (12/3)  $/bbl. 

23.73 

23.65r 

27.2 

CRB  FOODSTUFFS  (12/3)  1967=100 

228.20 

230. 92r 

-7.5 

CRB  RAW  INDUSTRIALS  (12/3)  1967=100 

332.78 

335  78. 

-1.2 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX,  Commodity  Research  Bureau 

market,  Metals 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (12/4) 

LATEST 
WEEK 

1  13  24 

WEEK  YEAR 
AGO  AGO 

112.55  101.40 

GERMAN  MARK  (12/4) 

1.57 

1.53 

1.45 

BRITISH  POUND  (12/4) 

1.64 

1.67 

1.53 

FRENCH  FRANC  (12/4) 

5.29 

5.17 

4.98 

ITALIAN  LIRA  (12/4) 

1537  r. 

1514.5  1589.9 

CANADIAN  DOLLAR  (12/4) 

1  35 

1.34 

1.37 

MEXICAN  PESO  (12/4) 

7.860 

7.876 

7.730 

TRADE-WEIGHTED  DOLLAR  INDEX  (12/4) 

98.9 

97  7 

94.9 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars    Trade-weighted  dollar  via  J. P.  Morgan 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


1  PRICE  INDEX 

ly,  Dec.  11,  8:30  a.m. est*-  Pro- 
:es  of  finished  goods  likely 
by  0.3%  in  November,  according 
dian  forecast  of  economists  sur- 
vims  International,  one  of  the 
Mil  Companies.  Producer  prices 
rapid  0.4%  in  October,  boosted 
'» jump  in  energy  prices  and  a 
ease  in  food  costs.  Excluding  the 
od  and  energy  sectors,  core  pro- 
:es  likely  increased  by  0.2%  in 
,  after  dropping  0.3%  in  October, 
it  the  wholesale  level  remains 
ign,  with  core  prices  up  by  less 
rom  a  year  ago.  Further  back  in 
:tion  process,  the  core  prices  of 


intermediate  supplies  and  raw  materials 
have  actually  fallen  over  the  past  year. 

RETAIL  SALES 

Thursday,  Dec.  12,  8:30  a.m. est*  Retail 
sales  probably  increased  0.4%  in  Novem- 
ber, says  the  mms  report.  That  follows  a 
weak  0.2%  gam  in  October.  Weekly  retail 
surveys,  however,  suggest  the  gain  could  be 
lower,  partly  reflecting  five  fewer  holiday 
shopping  days  this  year.  Sales  of  cars  and 
light  trucks  were  sluggish.  Excluding  cars, 
store  receipts  probably  increased  0.5%  in 
November,  on  top  of  a  0.4%  advance  in 
October.  Retail  sales  were  disappointing  in 
the  third  quarter,  but  consumers  appear  to 
be  increasing  spending  again. 


CONSUMER  PRICE  INDEX 

Thursday,  Dec.  12,  8:30  a.m. est  >■  Con- 
sumer prices  likely  increased  by  0.3%  in 
November,  led  by  gains  in  food  and  energy. 
Excluding  those  sectors,  core  prices  proba- 
bly increased  0.2%  last  month.  In  October, 
the  total  cpi  increased  by  0.3%,  while  the 
core  was  up  0.2%. 

BUSINESS  INVENTORIES 

Friday,  Dec.  13,  10  a.m.EST>  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  probably  increased  a  slim  0.2%  in 
October,  forecasts  the  mms  report.  Invento- 
ries edged  up  0.1%  in  September,  as  busi- 
nesses slowed  the  growth  in  their  stock  lev- 
els over  the  course  of  the  third  quarter. 


GIVE  MILLIONS 
OF  BABY 
BOOMERS  A 
REASSURING 
FINANCIAL 
FUTURE 

The  New  World  of 
Personal  Finance^ 

A  Business  Week 
Special  Advertising  Section 


How  do  millions  of  baby  boomers 
plan  for  a  sound  financial  future? 
They  look  to  a  growing  range  of 
options  available  for  financial 
planning.  The  New  World  of 
Personal  Finance  will  help  them 
get  the  advice  they're  looking  for 
to  make  the  best  choices  possible. 

Don't  miss  this  opportunity  to  help 
more  than  6  million*  professionals 
gain  lifelong  security. 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABB  44 

Abbott  Laboratories  (ABT)  114 
ABT  Associates  32 
Adam  Opel  (GM)  38, 61 
Addison-Wesiey  19 
Adler  Coleman  92,110 
Advanta (ADVN)  44 
Affinity  Entertainment  92 
Alden  Research  Laboratory  135 
Alitalia  61 

American  Acquisition  92 
American  Express  (AXP)  44 
American  International  Group 
(AIG)  118 

America  Online  (AMER)  22, 44 
Amoco  (AN)  114 
Analytic  TSA  Global  Asset 

M.nus^ment  114 
Archer  Daniels  Midland 

(ADM)  6,44 
Ascent  Communications 

(ASND)  122 
Aspen  Mountain  Powder 

Tours  140 
AT&T  (T)  19 

B  

Bagel  Nosh  92 
Barnck  Gold  (ABX)  52 
Bausch  &  Lomb  (BOD  44 
BBC  24 

Beachport  Entertainment  92 
Bernstein  (Sanford  C )  118 
BHC  Communications  44 
Blue  Sky  75 
Boeing  (BA)  10,44 
Bombardier  (BBD)  10 
Brandywine  (CI)  118 
Bre-X  Minerals  52 
British  Petroleum  (BP)  122 
Brown  (Alex.)  123 
Buck  Consultants  30 


Cable  &  Co  Worldwide  92 
Cambridge  Investment 

Service  92 
Campbell  Soup  10 
Canadian  Airlines  (PWA)  10 
Casady  &  Greene  22 
Cascade  Communications 

(CSCC)  122 
CBS(WX)  75 

Celebrity  Entertainment  92 
CGM  Mutual  Fund  6 
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Hamilton  92 
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33 
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CS  First  Boston  48 
CUC  International  (CU)  123 
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Dataquest  123 
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DreamWorks  SKG  75 
DRI/McGraw-Hill  30 
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Furman  Selz  70 


General  Motors  (GM)  6, 19,38, 
44,  50, 70 
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Greenway  Capital  92 
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International  Nursing 
Services  92 
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Landmark  International 
Equities  92 
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Mama  Tish's  International 
Foods  92 

Manpower  (MAN)  114 
Marion  Merrell  Dow  40 
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Marvel  75 
Mattel  (MAT)  123 
MBIA  Insurance  138 
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McGraw-Hill  (MHP)  143 
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(MCIC)  32 

Merrill  Lynch  (MER)  44,138 
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(MSFT)  126 

Micron  Technology  (MU)  114 
Microsoft  (MSFT)  19,22,32, 
75, 123 

MMS  International  (MHP)  143 
Mobil  (MOB)  114 
Monitor  Investment  92 
Montreal  Expos  42 
Morgan  Guaranty  Trust 
(JPM)  26 

Morgan  Stanley  (MS)  26 
MRV  Communications 
(MRVC)  122 
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Naib  Trading  92 
Neiman-Marcus  (NMC)  114 
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(NSCP)  6,22,114 
Neverhood  75 
New  York  Yankees  42 
Northern  Roses  92 
Northwest  Airlines  (NWAC)  33 
Norton  19 
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NT&T  48 
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(PCG)  114 
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PC  Data  123 
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Penske  Transportati 
Placer  Dome  (PDG) 
Playmates  Toys  75 
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restment  Figures  of  the  Week 


%  change 


BEST-PERFORMING  Last 
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tine    Dec.  Nov.  27-  Dec.  4 

  770 


W  74510 

740 


;hange 


1-week  change 

-1.4% 


NTARY 

s  mad  race  up  the 
he  Dow  fell  off  its  blis- 
ace  to  close  the  week 
>%.  The  Dow's  79-point 
in  Dec.  3 — its  biggest 
drop  since  July — was 
by  an  about-face  in 
rices  as  the  dollar 
against  the  yen.  The 
Irop  raised  the  prospect 
stronger  dollar  would 
porate  profits.  A  report 
auto  sales  for  General 
orp.  in  November  added 
ie  fire.  Small  caps  ral- 
nost  of  the  week,  with 
q  Composite  Index  end- 
/veek  up  0.75%. 


JRY  BOND  INDEX 

ne    Dec.  Nov.  27-  Dec  4 


■  1555 
1548  92 


iange       1  -week  change 

+0.5% 

nbc-rg  Financial  Markets 

Inn  Mill 

'  Mil  S.  Diversified        All  Equity 
eturn         52-week  total  return 


U.S.  IUHnflC  1  9 

Latest 

Week 

52-week 

Dow  Jones  Industrials 

6422.9 

-1.2 

25.0 

NASDAQ  Combined  Composite 

1297.0 

0.8 

21.2 

S&P  MiriCan  400 

255.8 

0.0 

16.4 

S&P  SmallCap  600 

144.9 

1.1 

20.1 

S&P  SuperComposite  1500 

160.6 

-1.1 

20.8 

SECTORS 

Latest 

%  change 
Week  52-week 

Bloomberg  Information  Age 

235.5 

0.5 

18.8 

S&P  Financials 

82.0 

-3.1 

30.1 

S&P  Utilities 

200.0 

-0.4 

3.3 

PSE  Technology 

252.2 

2.8 

NA 

FOREIGN  MARKETS 

Latest 

%  change 
Week  52-week 

London  (FT-SE  1 00) 

4045.2 

-0.1 

10.2 

Frankfurt  (DAX) 

2866.1 

2.5 

27.3 

Tokyo  (NIKKEI  225) 

20,659.9 

-3.2 

9.3 

Hong  Kong  (Hang  Seng) 

13,434.2 

-0.7 

35.1 

Toronto (TSE  300) 

5910.7 

-1.3 

25.4 

Mexico  City  (IPC) 

3390.5 

3.7 

26.1 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.94% 

1.91  % 

2.20% 

S&P  500  P/E  Ratio  (Last  12  mos. 

20.8 

21.0 

18.3 

S&P  500  P/E  Ratio  (Next  12  mos.)*  16.2 

16.6 

NA 

First  Call  Earnings  Revision* 

-0.95% 

-0.06% 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

671.2 

668.6  r 

Positive 

Stocks  above  200-day  average 

68.0% 

66.0% 

Neutral 

Options:  Put/call  ratio 

0.54 

0.54 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.85 

1.80 

Positive 

GROUPS 


month  % 


Last  12 
months  % 


Computer  Systems 
Instrumentation 
Semiconductors 
HMOs 

Hospital  Management 


24.2 
19.6 
19.4 
18.8 
14.8 


Oil  &  Gas  Drilling 
Shoes 

Oil-Well  Equip.  &  Svcs. 
Computer  Software 


127.5 
84.3 
47.9 
45.2 


Specialty  Appar.  Retailers  43.4 


WORST-PERFORMING  Last 


GROUPS 


month  % 


Last  12 
months  % 


Manufactured  Housing 
Publishing 
Cosmetics 
Soft  Drinks 
Commercial  Services 


-14.2 
-6.2 
-2.0 
-2.0 
-1.8 


Trucking 
Broadcasting 
Machine  Tools 
Long-Dist.  Telecomm. 
Steel 


-29.6 
-16.6 
-15.3 
-10.1 
-9.9 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Data:  Bloomberg  Financial  Markets;  'First  Call  Corp. 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Fila  Holding-ADR 

70*4 

-3/4 

MFS  Communications 

49 '/2 

-Vs 

BellSouth 

39 

-1V2 

Cascade  Communications 

70 

-3*8 

Wal-Mart  Stores 

26 

-74 

Coca-Cola 

49*4 

-1 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Microsoft 

154"/16 

16"/16 

Cisco  Systems 

65 '/2 

47/8 

Oracle 

49*4 

5 

Informix 

25 '/4 

37/8 

U.S.  Robotics 

733/4 

14'/4 

Dell  Computer 

108'Vie 

30,5/i6 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.95 

4.94 

NA 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.05 

5.16 

5.46 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr 

bond 

6-MONTH  BANK  CDS 

5.22 

5.27 

5.43 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  NOTES 

5.39 

5.41 

5.32 

GENERAL  OBLIGATIONS 

4.67% 

4.72% 

5.31% 

5.36% 

10-YEAR  TREASURY  BONDS 

6.06 

6.13 

5.63 

PERCENT  OF  TREASURIES 

76.58 

77.00 

83.10 

83.24 

30-YEAR  TREASURY  BONDS 

6.35 

6.43 

6.01 

TAXABLE  EQUIVALENT 

6.77 

6.84 

7.70 

7.77 

LONG-TERM  AA  INDUSTRIALS 

6.90 

6.98 

6.71 

INSURED  REVENUE  BONDS 

4.79 

4.84 

5.55 

5.60 

LONG-TERM  BBB  INDUSTRIALS  7.32 

7.43 

7.08 

PERCENT  OF  TREASURIES 

78.55 

78.96 

86.85 

86.96 

LONG-TERM  AA  TELEPHONES 

7.05 

7.14 

6.94 

TAXABLE  EQUIVALENT 

6.94 

7.01 

8.04 

8.12 

EQUITY  FUNDS 
Leaders 

Four-week  total  return 


Laggards 

Four-week  total  return  % 


Seligman  Commun.  &  Info.  0 
Fidelity  Sel.  Electronics 
Principal  Pr.  PSE  Tech.  100 
United  Svcs.  China  Region 


15.0  United  Svcs.  Gold  Shares 

14.7  Bull  &  Bear  Gold  invest. 

14.3  Pioneer  India  A 

13.5  Lexington  Strat.  Invmts. 


Seligman  Hend.  Glob.  Tech.  A  13.2  IDS  Precious  Metals  B 


Laggards 

52-week  total  return 


-11.0 
-9.9 
-9.1 
-8.6 
-8.1 

% 


ingstar,  Inc. 


Leaders 

52-week  total  return 

State  St.  Res.  Glob.  Res.  A  81.2  Steadman  Technology  Grth.  -27.5 

Interactive  Inv.  Tech.  Val.  65.6  Matthews  Korea  -27.0 

Fidelity  Sel.  Energy  Serv.  61.0  Pioneer  India  B  -22.1 

PBHG  Technology  &  Commun.  53.6  United  Svcs.  Gold  Shares  -21 .9 

Dreyfus  Aggressive  Value  52.2  Bhirud  Mid  Cap  Growth  -19.8 


EQUITY  FUND  OBJECTIVES 
Leaders 

Four-week  total  return  % 

Specialty-Technology  9.6 

Growth  and  Income  5.0 

Specialty-Natural  Resources  5.0 

Specialty-Financial  5.0 

Growth  4.6 

Leaders 

52-week  total  return  % 


Laggards 

Four-week  total  return  % 

Specialty-Precious  Metals  -5.0 

Specialty-Utilities  1.8 

Diversified  Emerging  Market  2.0 

Specialty-Communication  2.4 

Multiasset  Global  2.7 

Laggards 

52-week  total  return  % 


Specialty-Natural  Resources  35.1 

Specialty-Real  Estate  30.1 

Specialty-Financial  29.3 
Growth  and  Income 
Europe 


Specialty-Communication  8.6 

Specialty-Precious  Metals  9.1 

Pacific  9.9 

23.4  Specialty-Utilities  12.6 

22.5  Diversified  Emerging  Market  13.4 


;  of  market  close  Wednesday,  Dec.  4,  1996,  unless  otherwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Dec.  3.  For  a  more  detailed  explanation,  write 
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Editorials 


THE  U.S.  ECONOMY:  BETTER  THAN  YOU  THOUGH 


It's  about  time.  For  years,  we've  been  arguing  that  Amer- 
ica's economic  numbers  don't  add  up.  The  record  stock 
market  signaled  a  boffo  economy,  with  fat  coiporate  prof- 
its boosting  share  prices.  Yet  the  2.5%  average  growth  rate  of 
the  '90s  seemed  subpar.  Unemployment  was  down,  but  real 
wages  weren't  going  up.  Technology  pervaded  the  work- 
place, but  productivity  gains  remained  lower  than  in  the 
'60s.  Hmm.  The  numbers  just  didn't  make  sense. 

Now  we  know  why.  The  Boskin  Commission  confirms  what 
we  long  suspected:  The  economy  has  been  a  lot  better  than 
government  statistics  revealed.  The  commission,  led  by 
Michael  J.  Boskin,  a  Stanford  University  economist  and 
George  Bush's  head  of  the  Council  of  Economic  Advisers,  re- 
ports that  the  inflation  rate  is  really  1.1  percentage  points 
lower  than  the  official  consumer  price  index  rate  of  3%.  The 
policy  implications  of  this  revision  are  profound  (page  30). 

Begin  with  the  obvious:  entitlements.  Cost-of-living  adjust- 
ments were  introduced  into  Social  Security  and  other  gov- 
ernment transfer  programs  to  protect  people's  income  against 
the  ravages  of  inflation.  Today,  the  60  million  or  so  people  re- 
ceiving government  payments  are  clearly  being  overpaid.  Cut- 
ting the  colas  by  1  percentage  point  saves  about  $90  billion 
over  five  years.  To  Republicans  and  Democrats  sitting  down  to 
negotiate  a  budget-balancing  deal,  this  is  a  godsend — but  only 
if  Congress  and  the  President  have  the  political  will  to  with- 
stand the  lobbying  by  the  American  Association  of  Retired  Per- 
sons and  other  interest  groups. 

The  Federal  Reserve  is  already  doing  the  right  thing. 
Chairman  Alan  Greenspan  has  been  running  monetary  policy 
by  Boskin-like  numbers  for  some  time  now.  He  deserves 
kudos  for  withstanding  pressure  from  inflation  hawks  who 
wanted  to  hike  interest  rates  this  past  spring  and  summer. 
Greenspan  and  the  Fed  now  must  decide  whether  they  have 
achieved  price  stability  and  what  policy  to  pursue  from  here 
on  out.  If  inflation  is  between  1%  and  2%,  should  the  central 
bank  tiy  to  chive  it  down  to  zero?  Or  should  it  declare  victory 
and  act  to  keep  prices  on  a  steady  keel  for  the  future? 


William  J.  McDonough,  head  of  the  New  York  Fede 
serve,  believes  that  the  current  low  inflation  rate  provit 
enough  price  fluidity  to  maximize  growth.  We  agree.  L 
cept  the  price  stability  indicated  by  the  Boskin  numb 
move  on  to  monetary  policies  that  sustain  it. 

What  about  implications  for  tax  policy?  The  lower  i 
figure  means  that  real  incomes  have  been  rising,  nc 
nating.  Recent  anxieties  now  appear  to  have  been  cai 
the  uncertainties  of  an  America  painfully  transformin 
into  a  global,  information-based  economy,  not  by  a  st 
standard  of  living.  The  rise  in  real  wages  may  explain, 
why  voters  didn't  grab  at  the  15%  supply-side  tax  cut 
in  the  election.  As  incomes  rise,  pressure  for  tax  cuts 

The  report  does  fail  to  answer  important  question: 
the  relationship  between  inflation  and  growth.  Reses 
dicating  that  inflation  is  overstated  also  suggests  th 
nomic  growth  is  understated.  In  the  U.  S.,  the  index 
correct  the  market  value  of  gross  domestic  product  f( 
tion  is  the  GDP  deflator,  which  is  also  overstated.  How 
Perhaps  0.5  percentage  point,  which  means  that  real  | 
least  that  much  higher.  Other  evidence  suggests  GDP 
may  be  understated  by  as  much  as  a  full  point. 

The  Boskin  report  didn't  address  whether  the  ov< 
ment  of  inflation  has  been  increasing.  The  commission  a 
that  the  overstatement  has  been  steady  at  1.1  percen 
for  two  decades.  Yet  the  U.  S.  has  become  a  high-tech, 
edge-based  economy  in  that  time.  If  the  shape  of  the 
my  has  changed,  then  the  amount  of  overstatement 
tion  may  well  be  much  larger  in  the  '90s  than  th 
suggesting  there  could  be  more  potential  for  growth.  U  i\ 
get  better  statistical  measures,  we  won't  know  for  su 

Two  years  ago,  business  week  ran  a  Cover  Story  < 
"The  real  truth  about  the  economy:  How  government 
tics  are  misleading  us."  The  good  news  is  that  things  a 
better  than  anyone  thought.  The  bad  news  is  that  j 
don't  know  exactly  what's  really  going  on  in  the  econoi 
about  time  we  did. 


GET  THE  MOB  OFF  WALL  STREET 


Organized  crime  is  infiltrating  the  small-cap  stock 
market,  and  neither  the  National  Association  of  Se- 
curities Dealers  nor  the  authorities  are  taking  it  as 
seriously  as  they  should.  As  many  as  two  dozen  small  bro- 
kerages are  involved,  people  are  being  threatened  and  beat- 
en, investors  are  being  cheated,  and  companies  seeking  to 
raise  capital  are  being  exploited.  A  piece  of  America's  capital 
markets  is  being  corrupted,  and  unless  this  is  stopped  quick- 
ly, it's  likely  to  spread  (page  92). 

So  far,  Mob  activities  seem  confined  to  stocks  traded  in  the 
over-the-counter  "bulletin  board"  and  nasdaq  small-cap  mar- 


kets. Issues  on  the  big  exchanges  appear  free  of  explci 
Yet  criminals  have  gained  control  of  brokerage  ftm 
make  markets  in  hundreds  of  stocks.  Sometimes  th' 
stocks  up,  sell  them  off  to  unsuspecting  investors,  anjl 
short  the  shares.  They  use  intimidation  to  create  art£ 
wide  spreads  between  bid  and  ask  prices  to  make  pr<t 
nasdaq,  the  Securities  &  Exchange  Commission,  a! 
enforcement  agencies  appear  to  be  treating  Mob  infill 
as  a  minor  affair.  Corrupting  Wall  Street  threaten 
capital  markets  of  America  and  its  economic  health.  II 
to  act. 
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ey  all  have  different  P  C  X  S  O  11  3  I  i  t  I  e  S 
but  they  share  the  same  brain. 


;  best  Web  sites  and  intranets  today  have  one  thing 
non:  a  back  end  by  Informix.  Because  savvy  corn- 
mow  that  it  takes  a  dynamic,  scalable  database  to 
1  rich  content  and  maintain  high  performance 
'hy  Informix  is  the  proven  database  of  choice  for 
•test  sites  around.  Maybe  your  Web  site  or  intranet 


could  use  Informix's  kind  of  brainpower,  too  Call  us  at 
1-800-688-IFMX,  ext.  90  or  visit  us  at  www.informix.com 

for  more  information 

U  INFORMIX 

The  Database  for  Cyberspace 


lix  Software.  Inc  All  rights  reserved  The  following  is  a  worldwide  trademark  of  Informix  Software,  Inc  f  ir  its  subsidiaries,  registered  in  the  United  States  as  indicated  by  ®  and  in  numerous  other 
Idwide  INFORMIX®  All  other  company  and  product  names  may  be  trademarks  of  their  respective  owners 
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JUST  A  REMINDER, 
BLUE  ISN'T  THE  ONLY 
COLOR  THAT'S  BIG  IN  THE 


world's  largest  computer 
maker  is  you-know-who.  And  now 
you  know  who  number  two  is,  too. 
That's  right,  Fujitsu.  qD  We're  a  global  maker 
f  everything  from  tablet,  notebook  and  desktop 
^s  to  workstations,  servers,  supercomputers  and 
tware.  cO  We  also  make  a  full  line  of  computer 
ipherals  including  high  capacity  disk  drives, 
gneto-optical  removable  storage,  tape  cartridge 
3k-up  systems,  high  volume  document  scanners 
id  workhorse  printers.  cOWhy  are  we  telling  you 
this?  Because  we  fully  expect  you'll  be  seeing 
more  and  more  of  our  products  in  your 
business.  And  when  you  do,  we 
don't  want  you  to  wonder, 
"Fujitsu  who?" 


cP 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


THE  BRAND  NEW  DEVI  LLC! 

■El,*  ■,  ,  [•■  ' 

FOR  THE  TIME  OF  YOUR  LIFE. 


The  kids  have  grown.  Your  career  is  on  track.  It's  about  time  you 


recharged  your  batteries  in  something  comfortable.  Like  the  bran 

new  DeVille  Concours.  This  cacmiac  gives  you  lots  of  room  to  stretc 

Plus  things  that  set  your  mind  at  ease.  Like  new  Side  air  bags. 
StabiUTrak.  a  new.  world-class  suspension  system  that  uses  a  computer  1 
help  you  Stay  in  Control.  And  OnStar,*  satellite  and  cellular  tech noloy 


makes  sure  there's  always  somebody  around  to  lOOk  OUt  for  you 
ou  need  your  door  unlocked,  or  just  need  directions.  So  chec 


out  the  new  DeVille  with  the  Northstar  System.  And 


have  the  time  of  your  life.  After  all,  you  always  said 


the  best  was  yet  to  come. 


or  visit  our  Web  site  at  www.cadlltac. 
at  participating  Cadillac  de 


Always  wear  safety  belts,  even  with  air  bags.  ©1996  GM  Corp. 
All  rights  reserved.  CADILLAC*  DEVILLE*  CONCOURSe 
NORTHSTAR.  ONSTAR  s»  STABILITRAKtm 
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An  industry  bigwig 
sees  room  for 
compromise  page  32 
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Turns  ou* 
games  ki 
may  not  1 
after  all 
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ZAP!  SPLAT!  SMARTS? 

In  the  fantastical  domain  of  video 
games,  kids  rule.  The  content  is  often 
under  attack  for  its  sometimes  graphic 
violence.  But  now,  experts  hail  the 
games  for  their  mind-bending  powers. 
Instead  of  a  wasteland,  they  see  a 
training  ground  rich  with  educational 
calisthenics  and  an  unexpected  source  of 
healing  for  learning  disorders 
LET  THE  GAMES  BEGIN— ONLINE 
From  poker  to  flight  simulation,  the  Net 
is  where  the  action  is 

News:  Analysis  &  Commentary 

IS  BIG  TOBACCO  READY  TO  DEAL? 

RJR  ceo  Steve  Goldstone  is  taking  the 

lead  in  moving  the  industry  toward  a 

bid  to  strike  a  bargain  with  Congress 

A  TALK  WITH  RJR  S  GOLDSTONE 

The  ceo  discusses  Bennett  LeBow  and 

antitobacco  lawsuits 

COMMENTARY 

Why  Greenspan  shouldn't  be  making 
market  pronouncements 


36  DECK  THE  HALLS  WITH  UNSOLD  PCs 

Computer  retailers  are  looking  at  a 
Christmas  bust 

37  WILL  THIS  CHIP  RECOVERY  STICK? 

Manufacturers  pull  out  of  a  slump,  but 
their  worries  aren't  over 

38  MAKE  WAY  FOR  THE  MURDOCH  KIDS 

Elisabeth,  Lachlan,  and  James  graduate 
to  News  Corp.'s  executive  suites,  and 
the  handicapping  for  the  top  spot  is  on 

39  A  DAREDEVIL  IN  THE  CABINET? 

Bill  Richardson,  global  troubleshooter, 
just  may  be  the  next  Commerce  or 
Energy  Secretary 

40  LANNY  DAVIS:  WHITE  HOUSE  PIT  BULL 
As  special  counsel  and  Clinton  pal, 
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the  First  Family 

44    NOT  YOUR  FATHER'S  CORVETTE 

Chevy's  sports  car  is  being  toned  down 
and  refined  to  take  on  European 
rivals — but  more  work  may  be  needed 
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Up  Front 


EDITED  BY  LARRY  LIGHT 

NEW  GIGS 

BEAN-COUNTERS  HIT 
WALL  STREET 

COOPERS     &     LYBRAND  IS 

branching  out  from  number- 
crimching  to  the  heady  realm 
of  invest- 
ment bank- 
ing. Coop- 
ers— which 
already  has  a 
consulting 
arm — just 
registered 
■with  the  Se- 
curities &  Ex- 
change Com- 
mission to 
become  a  broker 
dealer,  too. 

This  inserts  the  firm  into 
the  booming  (for  now)  world 
of  Wall  Street.  However, 
Coopers  spokesman  David 
Nestor  says  the  expansion  is 
simply  to  better  aid  its 
clients,  not  to  become  a  full- 
service  securities  house,  a  la 
Merrill  Lynch.  Coopers  will 
only  sell  private  placements 
and  furnish  investment  ad- 


vice, such  as  identifying  ac- 
quisition targets. 

c&L  is  the  second  top  ac- 
counting firm  to  push  into 
investment  banking.  But  the 
first  one's  experi- 
ence should 
serve  as  a 
cautionary 
tale.  Take  kpmg 
Peat  Marwick's 
two-year-old 
strategic  alliance 
with  invest- 
ment bank 
kpmg  Bay- 
Mark  Capi- 
tal, which 
was  hired  to 
ocate  over- 
seas partners 
for  software  de- 
veloper Communication  Intel- 
ligence— also  a  Peat  audit 
client.  After  the  sec  raised 
questions  about  possible  con- 
flicts, Peat  quit  the  accounting 
job  and  refunded  a  big  loan 
to  BayMark  to  restrict  then- 
financial  ties.  Peat  had  no 
comment.  Coopers,  however, 
says  it  will  avoid  those 
problems.         Lisa  Sanders 


AFTERLIVES 


A  DETROIT  BIGWIG  'OUTS'  HIMSELF 


A  FORMER  FORD 

Motor  vice- 
chairman  may 
be  the  most 
prominent  cor- 
porate leader 
to  declare  him- 
"  self  gay.  Allan 
Gilmour,  who  retired  from 
Ford  in  1994  after  M  years, 
has  caused  a  stir  in  Motown 
by  his  revelation  to  a  local 
gay  publication.  Gilmour 
"came  out"  so  he  could  dis- 
cuss the  need  for  more  phil- 
anthropy from  gays  and  les- 
bians for  gay-oriented 
charities.  He  has  even  stalled 
his  own  such  trust. 

Gilmour,  62,  says  he  backs 
activists'  efforts  to  push  the 
Big  Three  to  provide  bene- 


fits to  workers'  same-sex 
partners.  And  he  wants  them 
to  understand  the  worth  of 
gay  employees.  "It's  not  a 
question  of  representation  but 
of  attracting  the  best  people," 
he  says. 

He  doubts  his  long-ru- 
mored homosexuality  cost 
him  the  CEO  job,  which  Alex 
Trotman  got  in  1993.  "If  Ford 
wanted  to  slow  me  down  be- 
cause of  this,  they  could  have 
done  it  long  before,"  says 
Gilmour,  who  has  served  as 
CFO  and  international  auto 
operations  head.  Ford  won't 
comment.  Does  Gilmour  ex- 
pect his  candor  to  prompt 
other  gay  execs  to  speak  out? 
"Possibly,  but  I  did  this"  after 
retiring,  he  says.  Bill  Vlasic 


TALK  SHOW  ui  would  not  know  what  to  apologize  for, 
because  we  haven't  wronged  anyone." 

— Volksimgen  ceo  Ferdinand  Piech,  in  remarks  that  outragei 
General  Motors,  which  accuses  vwof  industrial  espionage 

THE  FEDS 

MAD  COWS  AND  AMERICANS 


THE     U.S.     FOOD     &  DRUG 

administration  is  gearing  up 
to  protect  America  from  "mad 
cow  disease"  and  may  ban  all 
animal  remains  in  cattle  feed. 
Feed  made 
from  sheep  in- 
fected with 
the  ovine  ail- 
ment scrapie 
can  transmit 
disease  to  cat- 
tle. So  can 
feed  from  cat- 
tle parts. 

In  Britain, 
such  feed  led 
to  a  deadly 
epidemic  of  bo-  ~ 
vine  spongiform  encephalopa- 
thy among  thousands  of  cattle, 
whose  meat  may  be  killing 
people,  many  experts  fear.  Al- 
ready, 14  Brits  have  contract- 


ELSIE  faces  an  FDA  diet 


ed  a  version  of  Creutzd 
Jakob — a  brain-devourin  I 
ease  eerily  similar  to  11 
More  cases  are  suspecte 
The  feds  find  no  evi  a 
yet  of  ma  » 
disease  i:| 
U.  S.,  alt! 
some  Amk 
sheep 
scrapie. 
1995,  the  Is 
i  n  d  u  sli 
squelchdi 
proposed* 
sheep  feem) 
After  hep 
scare  st» 
"  from  Brii 
some  industry  groupal 
they  would  back  a  feedj 
limited  to  brains  and  ij 
cords,  but  oppose  goin I] 
yond  that.  John  In 


m 

spe  V 
'92. 

■noi  | 


POLITICS  AS  USUAL 

BOTH  PARTIES  WENT 
FOR  BROKE  

REPUBLICAN  AND  DEMOCRATIC 
political  committees  are 
roughly  $8.5  million  in  the 
red,  according  to  the  Federal 
Election  Commission's  Nov. 
25  reports.  The  fec's  yearend 
tally  likely  will  show  even 
higher  deficits,  say  campaign- 
finance  experts,  eclipsing  the 
1992  shortfalls  (gop:  $10.4 
million;  Dems:  $1.4  million). 
Campaign   '96   was  the 


costliest  ever  fd 
parties.  Prelim 
fec  data  sho\| 
Republicans  ra 
$398  million  anJ 
Democrats  $242 
lion,  up 
71%,  respef 
ly,  from  '92. 
the  Demo 
seeking  to 
Congress, 

Thomas  Man 
the  Brookings 
tution,  the  parties 
willing  to  go  all  out." 

Another  factor:  the  r 
soft  money — uncapped 
tions  to  fund  party-bu  ' 
efforts,  such  as  voter-m 
tration  drives.  Other  gir 
party  groups  are  capp<| 
$15,000  per  year  for  a 
cal  action  committee,  f  u 
stance)  and  must  be  us<|| 
individual  candidates! 
parties  exploited  a  legal  L 
hole  by  using  soft  mom 
pricey  issue  ads  to  bla> 
another.  Still,  they  pi 
restock  their  coffers 
fund-raisers  for  pacs  ail 
cats.        Mary  Beth  1 
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link  of  it  as  the  most  important 
part  of  your  PC,  to  go. 


Presenting  Pilot,  the  easy  way  to  take  the 
important  personal  info  that's  on  your  PC 
with  you  wherever  you  go. 

Enter  addresses,  phone  numbers,  and 
appointments  just  once  —  on  your 
Pilot  or  your  PC.  Then  drop  Pilot 


adle  and  press  the  HotSync"  button.  That's  all  it  takes 
our  Pilot  and  PC  in  sync. 


Pilot  comes  complete  with  its  own  desktop  personal  information 
manager,  plus  everything  you  need  to  be  up  and  running  in  minutes. 
It's  also  compatible  with  the  Windows  software  you're  currently  using 
for  personal  information  management,  including  Lotus  Organizer, 
Scheduled  Now  Up-to-Date,  and  Sidekick*  And  at  only  4.5" 
tall,  5.5  oz,  and  $299,  it  fits  any  pocket  and  pocketbook. 
To  learn  where  to  get  one,  call  1-800-881-7256.  To  arrange 
cted  organizer,    a  demo,  go  to  our  web  site,  http://www.usr.com/palm. 


pilot 


Now  available  at  Circuit  City,  CompUSA,  Computer  City,  Egghead,  Office  Depot,  OfficeMax  and  Staples 

third  party  desktop  PIM  software  must  be  purchased  separately  The  average  U  S  street  puce  for  Pilot  1000.  complete  with  all  desktop  and  organizer  software  docking  cradle  and  accessories  ©  1996  U  S  Robotics 
the  U  S  Robotics  logo  are  registered  trademarks  and  Pilot,  the  Pilot  logo  and  HotSync  are  trademarks  of  U  S  Robotics  and  its  subsidiaries  All  other  product  names  are  registered  trademarks  of  their  respective  owners 


Motilities 


Up  Front 


-L. 


SPORTS  BIZ 


AIR  MAX 


NIKE  SAYS  HOLD  THAT  HALO 


WASHINGTON 

Bullets  basketball 
star  Chins  Webber  isn't 
the  saintly  soul  he  seems  to 
be,  says  a  scorned  Nike. 
Webber  won  plau- 
dits galore  recently 
by  ending  his  lush, 
two-year-old  deal 
with  Nike  over 
the  shoe  company's 
prices.  He  griped 
that  the  $140  Web- 
ber-endorsed Aii- 
Max  cw  sneaker, 
the  market's  costli- 
est, was  too  much 
for  inner-city  kids. 

Nike,  which  feels 
few  have  sought  its 
side,  says  the  real 
issue  was  Webber 
didn't  want  to  do 
marketing  chores,  ~ 
such  as  making  basketball- 
camp    appearances.  Shoe 
prices  "didn't  even  come  up" 


AIR  WEBBER 


during  Webber's  contract  re- 
newal negotiations,  says 
Nike  spokesman  Erin  Pat- 
ton.  Nike  won't  say  how 
much  it  paid  Webber,  who 
won't  comment. 

Indeed,  the  big- 
selling  Air  Max 
cw's  price  is  a 
moot  point,  since 
Nike  discontinued 
the  line  after  last 
Christmas,  believ- 
ing its  novelty  had 
faded.  Nike  won't 
say  if  its  next 
Webber  product 
would  have  been 
similarly  pricey. 
Still,  says  Robert 
Leone,  an  Ohio 
State  marketing 
professor,  Webber's 
"  stance  may  make 
him  a  hot  commodity  to  en- 
dorse other,  non-Nike  sports 
gear.       Douglas  Harbrecht 


l-WAY  PATROL 

IVY-COVERED 
E-MAIL  ADDRESSES 

FORGET   THOSE  COLLEGE 

stickers  for  car  windows. 
Now,  alumni  offices  are  offer- 
ing grads  E-mail  addresses 
to  bind  them  to  alma  mater, 
e.g.,  JaneDoe@alumni.prince 
ton.edu.    These    tags  are 


surprisingly  popular  among 
elderly  alums — who  have 
more  time  for  Net  surfing — 
yet  the  biggest  users  are  re- 
cent grads.  Peripatetic  twenty- 
somethings  find  a  permanent 


E-mail    home  convenient. 

Alumni  E-mail  began  ear- 
lier this  year  at  several 
schools,  including  Princeton 
and  Stanford,  while  Yale  and 
Massachusetts  Institute  of 
Technology  have  set  up  pilot 
programs.  Stanford's  plan  is 
among  the  biggest,  with  3,800 
users.  These  plans,  which  in- 
clude mailboxes  and  accompa- 
nying information  networks, 
aren't  cost-free.  B-school  grad 
and  Sun  ceo  Scott  McNealy 
donated  hardware  to  Stan- 
ford, and  the  university  pro- 
vided a  $35,000  startup 
grant.  Princeton  grads 
must  pay  for  an  address; 
one  year  costs  $20.  Some 
places,  such  as  Stanford  and 
mit,  offer  them  for  free. 

To  date,  no  one  is  making 
direct  alumni  fund-raising 
pitches  via  E-mail  (graduates 
ponied  up  $12.7  billion  nation- 
ally in  the  1994-95  school 
year).  But  fund-raisers  expect 
the  subtle  cyberlink  forged 
with  Old  Ivy  to  pay  off  in  giv- 
ing campaigns.  Susan  Jackson 


DRAWN  &  QUARTERED 


m  M 


TAXES  AT  WORK 


YOUR  RENTAL  JET  IS 
READY,  MR.  GORE 

VICE-PRESIDENT   AL  GORE, 

Cabinet  secretaries,  and  less- 
er Washington  lights  will 
have  new  planes  to  ride  in. 
The  feds  are  ordering  a  four- 
plane  Air  Force  Two  fleet 
over  the  next  few  years — 
new  Boeing  757s  that  will 
replace  aging  707s.  And  like 
a  penny-pinching  driver  who 
leases  a  new  car  to  get  lower 
monthly  payments,  the  U.  S. 
Air  Force  is  leasing  the  jets. 

That  should  reduce  upfront 
expenses  but  may  cost  more 
over  the  long  haul.  The  pur- 


One.  The  707s,  now  reld 
to  shuttling  around  sua 
Office  types,  used  to  n 
Chief  Executive. 

They  have  seen  quite 
of  history.  One  of  the 
transported  the  body  on 
F.  Kennedy  back  to  Waj 
ton  from  Dallas  in  196 
also  took  Richard  Nixl 
his  precedent-shattering 
sion  to  Communist  Chj 
1972.  Stan 


THE  BIG  PICTURE 


AIR  FORCE  TWO:  Aged  707 

chase  price  of  the  four  new 
twin-engine,  45-seat  757s  is 
roughly  $335  million.  The  Air 
Force,  though,  is  paying  $30 
million  over  that  for  the  sev- 
en-year lease.  It'll  get  two 
planes  in  1998  and  the  rest  in 
1999  and  2000,  but  must  start 
paying  for  some  before  deliv- 
ery. The  lease  includes  an  op- 
tion to  buy.  The  Air  Force, 
which  has  leased  other  planes 
in  the  past,  wouldn't  release 
more  details  about  the 
agreement  or  the  month- 
ly payments. 

The  new  fleet  of  757s 
doesn't  affect  the  President, 
who  since  1990  has  used 
two  larger  craft,  jumbo 
Boeing  747s,  as  Air  Force 


MORE  ROOM 
AT  THE  INNS 

New  hotel  constru 
tion  is  on  the  rise, 
after  little  activity 
in  the  early  1990s. 
Surging  occupanc; 
rates  are  fueling  tl 
demand.  But  will  t 
lead  to  ruinous  ov< 
building,  as  in  the 
1980s?  No.  Thefoij 
cast  is  for  constru 
tion  to  level  off  in 
the  next  few  years 

THOUSANDS  OF 
ROOM  STARTS 


LONG-TERM 
ANNUAL  AVERAGE.' 

1975-1995. 
83,000  STARTS 


DATA  COOPERS  &  LYBRANDf 
L.L.P.  FW  DODGE 


FOOTNOTES  Share  of  corporations  polled  holding  a  Christmas  or  holiday  celebration  in  1996:  97%;  in  1990:  16% 
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lobal  companies 
consider  Sun's 
network  computing 

irvice  and  support 

a  strategic#advantage. 


Microsystems,  we  help  businesses  build,  manage  and  profit  from  enterprise  network  computing.  Continually,  we  translate  our 
king  leadership  and  expertise  into  products,  technologies  and  services  that  give  our  customers  enterprise  solutions  and  discrete 
itive  advantages.  It's  no  surprise  that  we  offer  a  broad  portfolio  of  support,  education  and  integration  services  on  a  global  scale.  So 
our  Professional  Services  organization,  we  can  help  you  plan  your  implementation  and  get  maximum  effectiveness  from  your  network, 
re  the  industry's  largest  UNIX8  education  organization,  with  over  50,000  students  trained  every  year.  Once  you've  installed  your  solution, 
e  pleased  to  know  that  we  support  more  than  500,000  systems  in  130  countries  worldwide.  Which  goes  to 


e  pieaseu  iu  Kiiuw  uiai  wc  auypuii  liiui*.  "ie»ii  _«v>^/,^~»/  —   ■  "  v6t 

you  want  the  best  information  system,  shouldn't  you  also  want  the  company  that  can  help  you  get  the  most  4gVg?>  i)f/f/ 
ur  network?  For  more  information,  contact  us  at  http://www.sun.com  THE  NETWORK  IS  THE  COMPUTER™  microsystems 


...  L         i       am  ri„h,=  r«on.,,rf   qun  the  Sun  Loao   Sun  Microsystems,  and  The  Network  Is  The  Computer  are  trademarks  or  registered  trademarks  of  Sun 

Ttthk Ijfc  %  UNIxrare^'terrd  trademark  in  the  United  States  and  other  countries,  exclusively  licensed  through  X/Open  Company.  Ltd. 


is  SOMEONE 


on  your  GIFT  LIST  dreaming 


OF  THE  NEXT 


BIG 


BULL  MARKET  ? 


ust  in  time,  Schwab  introduces 
he  no-commission  stock  gift  plan. 


)kay,  maybe  your  kids  haven't  thought  about  it.  But 
ou  have. 

Stock  in  stable,  well-established  companies  can 
.lake  a  great  gift.  Over  the  long  haul,  nothing  has 
latched  it  for  growth.  (The  value  of  stocks  can  fluctu- 
te.  Keep  that  in  mind  when  you  invest.) 

And  right  now,  when  you  give  shares  of  stock 
irough  Schwab,  you'll  pay  no  commission. 

Here's  your  chance  to  give  a  gift  they'll  really 
jmember.  With  a  deal  you  won't  forget. 


Charles  Schwab 


THE  ULTIMATE  GIFT, 
NOW  ON  SALE. 

\j  you  have  a  Schwab  Custodial  Account  for  your  children , 
you  can  purchase  one  security  (stock,  bond,  mutual  fund 
or  Treasury)  per  account  and  Schwab  will  waive  the  com- 
mission and  transaction  fees .  Just  place  your  market  order 
electronically  through  our  automated  brokerage  service 
Telebmker™,  Street  Smart  "  software,  e. Schwab"  or  the 
Schwab  Web  site.  If  you  don't  have  a  Custodial  Account, 
call  to  open  one  and  the  same  terms  apply. 

1-800-540-7231 

www.schwab.com 

Uffcr  expires  12111/96.  Buy  mien  only.  \\mmumtnfchasercqiureina\ts 
east  for  certain  mutual  funds,  ImJs  and  Treasuries. 
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WHEN  DEREGULATING, 
DON'T  FORGET  NUKES 


As  electricity-supply  deregulation  pro- 
ceeds, we  should  address  the  recovery 
of  legitimate  investments  made  by  util- 
ities under  the  current  regulated  mo- 
nopoly system  ("Electricity:  The  power 
shift  ahead,"  Industries,  Dec.  2).  These 
investments — which  include  nuclear 
plants — were  made  on  the  basis  of  need, 
with  the  approval  of  state  utility  com- 
missions. This  covenant  between  the 
economic  regulators  and  the  regulated 
utilities  should  be  honored  in  the  move 
to  a  more  deregulated  system. 

Furthermore,  many  of  today's  nuclear 
power  plants  have  production  costs  low- 
er than  those  of  oil-  and  gas-fired  plants 
and  about  equal  to  those  of  plants  burn- 
ing coal.  In  the  coming  deregulated  era, 
the  production  costs  for  plants  already 
built  will  largely  determine  from  whom 
electric  power  will  be  purchased. 

With  the  continuing  downward  trend 
in  the  cost  of  nuclear-generated  elec- 
tricity, and  the  apparent  rise  in  the 
price  of  natural  gas,  we  will  continue 
to  need  a  number  of  the  nuclear  plants. 

Forrest  J.  Remick 
Retired  Commissioner, 
Nuclear  Regulatory  Commission 
State  College,  Pa. 


CLEARING  THE  AIR 
ON  CANADAIR 


The  erroneous  headline  in  which 
"Canadair"  was  wrongly  used  in  a  story 
on  Canadian  Airlines  International  Ltd. 
prompted  a  number  of  calls  to  our  office 
("No  midair  miracle  for  Canadair?"  The 
Corporation,  Dec.  2). 

To  set  the  record  straight,  Canadair, 
the  aircraft  designer  and  manufacturer, 
was  acquired  by  Bombardier  Inc.  in 
1986.  It  forms  part  of  Bombardier's 
Aerospace  Group,  which  also  includes 
Learjet  in  the  U.  S.,  Shorts  in  Northern 
Ireland,  and  de  Havilland  in  Canada. 
During  the  past  10  years,  revenues  for 
Bombardier  Aerospace  have  risen  more 
than  tenfold,  to  $2.4  billion  (U.S.)  last 
year,  with  profits  following  suit. 


CORRECTIONS  &  CLARIFIGATIOI 


"He's  got  Washington  listening  to 
again"  (The  Workplace,  Nov.  4)  should 
said  that  Morton  Bahr  was  elected  pres 
of  Communications  Workers  of  Ameri 
1985,  not  1980. 

Nuclear  power  plants  owned  by  Texas  j| 
ities  Co.  were  not  relatively  cheaj| 
build,  as  was  wrongly  stated  in  a 
accompanying  "Electricity:  The  power 
ahead"  (Industries,  Dec.  2). 


In  "Can  an  old  bank  learn  new  trie;; 
(Finance,  Dec.  9),  Deutsche  Bank  In 
America  Chairman  Carter  McClelkc 
name  was  misspelled,  and  the  valik 
Deutsche  Telekom's  privatization  off'n 
was  misstated.  It  was  $13  billion. 


In  "The  mob  on  Wall  Street"  (Cover 
Dec.  16),  the  Stratton  Oakmont  p 
stock  firm  was  incorrectly  describe 
"defunct."  It  was  expelled  by  the  Nat 
Association  of  Securities  Dealers  on  D 
and  is  now  shutting  down  its  operati 


Today,  Bombardier  Aerospace  i 
world's  fourth-largest  civil  aircrafta; 
ufacturer  and  leads  the  business 
regional  aircraft  markets  with  its] 
ucts,  including  such  well-known  hi 
as  Learjet,  Challenger,  and  the  n<| 
tralong-range  Global  Express  burn 
jets.  The  50-passenger  Canadail 
gional  Jet  and  de  Havilland  Dash 
ries  of  commuter  air-craft  are  beinj  I 
by  16  airlines  operating  in  the  L'S. 
number  of  readers  would  recogni  1 
Canadair  CL-415  "Superscooper'tl 
picks  up  water  on  the  fly  and  dut 
on  fires. 

Canadair  relies  on  its  technolo;, 
novative  products,  and  solid  cusn 
support  to  make  its  success — no«i 
cles  are  required. 

Catherine 
Di 

Public  Rel|i 
Bombardier  Aen 
MtJ 
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3  v  vu  with  a  can  of  paint 


STYLUS  PRO. 
Id's  Best  Color 

Printer.  Why? 

of  features  like 
i  x  720  dpi  for 

Photo  Quality 
iting  on  virtually 

A  clean,  consis- 
ted dot.  And 
compatibility. 

ill,  the  Epson 
PRO  is  easy  to 

at  about  $389, 
■  to  afford.  Now, 
d  reason  why  all 
:uments  should 
ling  less  than, 
pant. 

100  CO  EPSON  I 

OPERATOR  3100 


Photo  Qoality 


With  Microdot  technology 
and  720  x  720  dpi  your 
documents  won't  just  be 
smart,  they'll  be  brilliant 


YOU'VE  GOT  TO  SEE  IT  IN 


EPSON 


color: 


sed  on  research  by  MacWorld  Magazine,  Home  Office  Computing  and  PC  Digest  (Vol  10.  No  4).  independent  ratings  reports  that  awarded  the  Epson  Stylus  Pro  the  highest  rating  in  its  class  Street  price  may 
y  Epson  and  Epson  Stylus  are  registered  trademarks  of  Seiko  Epson  Corp  All  other  trademarks  are  the  property  ol  their  respective  owners  ©1996  Epson  America.  Inc  http://www.epson.com. 


Readers  Report 


DON'T  THROW  AWAY  YOUR 
CALCIUM-CHANNEL  BLOCKERS 

Paul  Raeburn  is  trying  to  scare  the 
living  daylights  out  of  the  7  million 
Americans  taking  calcium-channel  block- 
ers, the  most  widely  prescribed  class  of 
drugs  in  the  U.  S.  ("Taking  the  pulse 
of  heart  research,"  Developments  to 
Watch,  Nov.  25). 

The  recently  published  90-page  report 
nn  guidelines  fur  treating  acute  ln-art  at- 
tacks says  there  are  certain  circum- 
stances in  which  the  calcium-channel 
blockers  verapamil  and  diltiazem  might 
be  used.  In  both  instances,  the  effective- 
ness of  these  uses  was  demonstrated  in 
randomized,  controlled  clinical  trials — 
the  gold  standard  of  clinical  research. 

Your  reporting  of  the  recent  Ameri- 
can Heart  Assn.  meeting  failed  to  note 
two  major  presentations  of  findings  that 
fail  to  support  the  theory  that  calcium- 
channel  blockers  are  harmful.  And  the 
article  failed  to  deliver  the  most  impor- 
tant message  of  the  new  guidelines:  It's 
crucial  to  get  to  a  hospital  as  soon  as 
possible  for  treatments  that  all  cardiol- 
ogists agree  on. 

Brant  S.  Mittler,  M.  D. 

San  Antonio 

BY  THIS  YARDSTICK, 
HUMANA'S  BOARD  IS  TOPS 

business  week  is  to  be  congratulated 
for  calling  attention  to  the  need  for  su- 
perior corporate  governance  ("The  best 
and  worst  boards,"  Cover  Story,  Nov. 
25).  Your  initial  effort  is  flawed  because 
you  measured  inputs  rather  than  out- 
comes. That  violates  your  own  standard: 
that  what  matters  is  how  much  money 
the  company  returns  to  its  shareholders. 

Applying  this  standard  to  Humana's 

FINDING  US  ONLINE 


The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW 
To  sign  up  for  BW  on  AOt,  call  (800)  641-4848 
and  mention  Business  Week. 

NiaVen 

Shopping  for  computer  equipment7  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.com 


performance  yields  results  that  differ 
sharply  from  your  ranking.  An  $8  share 
purchased  at  Humana's  initial  public  of- 
fering in  January,  1968,  with  dividends 
reinvested,  is  now  worth  approximately 
$4,400,  a  compounded  annual  rate  of  re- 
turn of  more  than  24%.  A  similar,  $8 
investment  in  the  s&p  500  in  January, 
1968,  is  now  worth  about  $187,  based  on 
its  growth  rate  of  about  11.5%,  with 
dividends  reinvested. 

The  wise  and  deeply  appreciated 
counsel  of  our  directors  has  played  a 
vital  role  in  Humana's  success.  Each  is 
capable,  committed,  and  effective.  Col- 
lectively, they  are  superb.  Based  on 
your  standard — performance — they  must 
be  among  the  very  best. 

David  A.  Jones 
Chairman  and  ceo 
Humana  Inc. 
Louisville 

Editors'  note:  Humana  was  25th  on 
business  week's  list  of  worst  boards. 

AL  DUNLAP:  A  DARK  CLOUD 

OVER  SUNBEAM?  

I  am  wilting  to  provide  an  alternative 
opinion  on  Al  Dunlap's  role  at  Sunbeam 
Corp.  ("Who  is  the  real  'Chainsaw  Al'?" 
News:  Analysis  &  Commentary,  Dec.  2).  I 
am  particularly  concerned  that  Dunlap's 
track  record  has  been  disguised  by  his 
own  media  blitz  and  that  the  actions  he  is 
taking  at  Sunbeam  will  erase  another 
well-known  consumer-product  company 
from  the  list  of  American  corporations. 

In  my  view,  the  Sunbeam  board  abdi- 
cated its  responsibility  to  restore  the 
corporation  to  its  previous  level  of  mar- 
ket penetration  and  financial  performance 
when  it  hired  Dunlap. 

Frederick  J.  Stabbeit 
President  and  ceo 
West  Coast  Paper  Co. 

Seattle 

There  could  be  no  clearer  contrast  in 
the  meaning  of  responsible  corporate 
leadership  than  that  provided  by  your 
profiles  of  two  ceos  in  last  week's  issue: 
Al  Dunlap  and  Peter  Bijur.  One  leads 
by  glamorizing  his  slash-and-burn  tac- 
tics in  the  name  of  shareholder  profits. 
The  other-  leads  by  being  responsive  and 
straightforward  and  by  trying  to  rebuild. 

Sunbeam  may  require  reorganization 
to  be  saved  from  the  auction  block,  and 
Texaco  may  require  legal  and  moral  sanc- 
tions to  be  saved  from  its  sins. 
But  the  larger,  more  haunting  question 
posed  by  these  two  cases  is:  Why  have 
many  on  Wall  Street  and  in  the  general 
public  and  media  been  so  ready  to  in- 
dulge and  reward  the  former  while  they 


call  to  account  the  latter?  I,  for  or  I 
stop  buying  Sunbeam  and  keep  fillir 
tank  with  Texaco. 

Arne  J.  de  Hj: 
Weston,  o: 

STOP  THE 

MEDIA-BASHING  | 

Most  of  the  letters  printed 
sponse  to  Bruce  Nussbaum's  "The! 
of  the  liberal  media"  were  frighi 
("News:  Analysis  &  Commentarj'N 
11;  and  Readers  Report,  Dec.  2ra 
sentiments  and  attitudes  echo! 
heard  in  Nazi  Germany  before  arid " 
ing  World  War  II,  and  in  most  of 
talitarian  "wannabe  nations"  tha 
sought  recognition  since  then. 

Those  who  do  not  want  a  free 
are  usually  people  who  have  som 
to  hide  or  want  to  conduct  busine 
politics  without  being  questioned 

J.J. 
Novato 

HEADACHES  FROM  A 
BALANCED  BUDGET  AMENDMEIf 


Robert  Kuttner  makes  a  stron 
against  the  proposed  balanced 
amendment  ("A  balanced  budget  i 
ment  could  unbalance  the  ecor 
Economic  Viewpoint,  Dec.  2).  It 
that  fiscal  discipline  has  been  hai 
and  that  continued  vigilance 
quired — given  the  need  politician 
to  "do  good"  for  their  constit 
which  usually  means  more  spe 
Nevertheless,  a  balanced  budget 
ment  is  likely  to  create  more  pr< 
than  it  solves. 

Kenneth  L.  Df : 
Chief  Eco 
Employment  Policy  Four 
Wash 


kh 

■v 
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here  can  I  find  intelligent  life  on  the  Net7 


Seek 


The  Net.   The  new 
It  launches  some   Infoseek  provides 
people  into  new  levels  of  many  features  that  keep 
productivity.  It  leaves  others  you  personally  abreast  of  all 
spinning  in  circles  wasting  the  latest  developments  in 

whatever  subjects  or 

The  Free 


their  time  searching 
for  answers  to  even 
simple  questions. 
Why?  Perhaps  it's 
here  you  enter  the 
1  At  Infoseek, 
i  will  find 
intelligent 
nformation 
that  lets 
k  questions 
in  English. 
"What  the 
>  SDRAM?" 
\  you  will 
the  answer 
u're  lookingfor. 
)onyou  will find 
yourself  working 
faster  and  smarter 
than  ever.  And  while 
other  people  spend  hours 

searching  in  vain,  you'll 


Intelligent 
Information 
Service 

Ultrnsmart 
Search  in  context 
by  question,  phrase 
or  topic  of  choice. 

Ultrascck 
Really,  really  fast 
answers  to  your 
toughest  questions. 

News  Center 
You  personalize  it. 
It  will  update  itself. 

Smart  Info  

It  puts  everything 
at  your  fingertips. 
Stocks,  addresses, 
driving  directions, 
maps  and  more. 


activities  you  want  to 
know  about.  Stocks. 
Mortgage  rates.  Pro 
sports.  Technology. 
Music.  You  name 
it.  Tell  Infoseek 
the  areas  you're 
interested  in  and 
it  keeps  you  in 
the  know  with  a 
steady  stream  of 
the  most  relevant, 
up-to-thc-nuuuic 
information  you 
can  act  on.  It  is 
your  very  own 
personalized  news 
and  information 
service.  And  further 
proof  that  there  is 
indeed  intelligent  life 
on  the  Net.  Check  it  out 


be  ahead  of  the  learning  curve,  for  yourself.  You'll  fnd  us  at 
And  hey,  that's  just  half   www.infoseek.com.  May 
of  the  remarkable   we  politely  suggest  a 

Infoseek  story,    bookmark?  (^UlfoSCCk 


)  1996  Infoseek  Corporation 


proof  of  intelligent  life  on  the  net 
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INTRODUCING 
PROJECTION 

TECHNOLOGY 
SO  DRAMATIC 

THAT  EVEN  THE 
CHEAP  SEATS  ABE 
6000  SEATS. 


Picture  the  beauty  of  digital  light. 

The  dramatic  new  d 
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DLP 


Imagine  sitting  in  a  confer- 
XAS INSTRUMEMTS TECHNOLOGY  ence  room  seat  off  to  the 
3.  Way  off  to  the  side.  The  angle  is  severe.  Before  it 
Hit  you  saw  a  hazy,  next-to-no thing  presentation.  Today 
leans  seeing  everything  everyone  in  the  good  seats 
seing.  How  is  this  possible? 
It's  called  Digital  Light 
icessing"  (DLP")  tech- 
ogy,  created  by  Texas 
laments. 

This  revolution  in  visual 
jlution  was  made  possible 
digitizing  light.  DLP  tech- 
ogy  reflects  images  from 
ir  original  source  directly 
he  screen.  It  also  reduces 

distance  between  pixels 
just  1/100  the  thickness  of 
uman  hair).  Which  allows 
J,  graphics  and  video 


...  produce  dramatically  sharper 
and  clearer  images  than  previous  projectors. " 
This  is  one  of  the  many  reasons  why  they  honored 
DLP  technology  with  their  1996  Technical  Excellence  award  for 
,ges  tO  appear  seamless    peripheral  hardware. 


Your  presentation  was  created  digitally. 
Edited  digitally.  And  stored  digitally. 
Now  there's  a  way  to  present  it  digitally. 


anywhere  in  between. 

As  a  result,  for  the  first  time  your  screen  is  as  clear 
as  a  just-washed  window.  The  colors  of  the  graphics  look 
natural  instead  of  like  the  colors  of  a  cartoon.  And  your 
text  has  the  sharpness  of  35mm  film.  (Not  to  mention 
your  favorite  video  looks  like  70mm 
film.)  From  any  viewing  angle. 
Even  in  a  well-lit  room. 

Remarkably  enough,  this 
technology  is  also  easy  to  come 
by.  State-of-the-art  projection 
systems  with  DLP  technol- 
ogy are  available  from  the 
companies  shown  below  at  a 
dealer  near  you.  If  you  prefer, 
call  1-888-DLP-BY-TI,  ext.  100, 

PC  Magazine 

says, "...  dlp  projectors   for  more  detailed  informa- 


i  uniform  brightness.  From  top  to  bottom,  side  to 
|  and  corner  to  corner  of  a  screen.  Whether  in 
executive  boardroom,  on  the  professional  stage  or 


tion.  Or  you  can  visit  us  at 
http://www.ti.com/dlp  for  an 
online  demonstration  of  the  all-digital  display  technol- 
ogy that's  changing  the  way  you  see  things.  From  any 
seat  in  the  house. 


P  L 0  G  Y   FROM   T  E  X  AS  INSTRUMEN 


Texas 
Instruments 


AIRFRAME 

By  Michael  Crichton 
Knopf .  352pp  •  $26 


MISHAP 

AT  37,000  FEET 


Is  he  clairvoyant  or  just  lucky?  As 
you  may  have  heard  by  now, 
Michael  Crichton  has  centered  his 
latest  novel,  Airframe,  on  a  fatal 
mishap  on  a  passenger  airplane  cruising 
at  37,000  feet.  Arriving  as  it  does  less 
than  five  months  after  the  crash  of 
Trans  World  Airlines  Inc.'s  flight  800— 
and  with  that  unsolved  mystery  yet 
stoking  fears  about  airline  safety — the 
book  is  almost  certain  to  be  another 
Crichton  blockbuster.  As  usual  with  his 
books,  this  one  draws  much  of  its  ma- 
terial from  real  life,  though  the  world  it 
ultimately  describes  is  something  less 
than  realistic. 

The  incident  on  Airframe's  fictional 
Transpacific  Airlines  flight  545  is  just 
the  starting  point  of  a  352-page  mys- 
tery that  goes  behind  the  scenes  of  the 
U.S.  aerospace  industry,  the  media,  or- 
ganized labor,  and  the  life  of  a  divorced 
working  mother.  Along  the  way,  we 
encounter  a  ruthless  chief  operating  of- 
ficer of  an  aircraft-manufacturing  com- 
pany, a  group  of  union  thugs,  and  shal- 
low reporters  looking  for  scoops,  as 
well  as  the  good  guys:  the  intensely 
proud,  virtuous  engineers  and  others 
who  make  airplanes. 

The  story  is  pretty  simple.  It  fol- 
lows Casey  Singleton,  a  36-year-old 
vice-president  for  quality  assurance  at 
Norton  Aircraft,  as  she  tries  to  unrav- 
el the  mysterious  cause  of  the  fierce 
in-flight  incident.  The  tragedy,  which 
the  crew  at  first  ascribes  to  turbulence, 
kills  four  people  and  injures  56  aboard 
the  Transpacific  flight,  a  Norton  N-22 
passenger  plane  on  the  way  from  Hong 
Kong  to  Denver. 

The  accident  could  not  come  at  a 
worse  time  for  Norton  Aircraft.  In  a 
mere  five  days,  the  company  is  sched- 
uled to  close  an  $8  billion  deal  with 
Beijing:  the  sale  of  50  N-22s  and  an 
option  for  30  more.  The  contract  would 
guarantee  four  years  of  full  production 
for  the  company  and  would  cover  the 


M  I  C 
C  R  I  C 


costs  of  developing  new  models.  In- 
deed, the  future  of  the  struggling  air- 
craft maker  hinges  on  whether  it  can 
manage  to  exonerate  itself.  Meanwhile, 
union  members  at  the  plant  are 
seething  over  evidence  that  Norton  is 
planning  to  export  their  highest-pay- 
ing jobs  overseas. 

Airframe  moves  along  at  a  rapid 
clip.  And  the  opening  passage  about 
the  calamity — in  which  the  plane  noses 
up  and  down  violently,  tossing  passen- 
gers around  "like  dice  in  a  cup" — is 
gripping.  Crichton  also  offers  some 
lighter  moments,  as  when 
Singleton  labors  to  trans- 
late corporatese  to  her 
young  daughter.  "Casey 
looked  over  and  saw  that 
her  daughter  had  picked 
up  her  new  laminated 
plant  id  badge,  which  had 
Casey's  picture,  and  be- 
neath that,  C.  SINGLETON, 
and  then  in  large  blue  let- 
ters, qa/irt. 

"  'What's  Qua-urt?' 

'It's  my  new  job  at  the 
plant.  I'm  the  Quality  As- 
surance rep  on  the  Incident  Review 
Team.' " 

Crichton  provides  a  great  send-up 
of  techno-nerds,  too,  in  the  character  of 
Jay  Ziegler,  a  paranoid  ex-CIA  man  who 
specializes  in  interpreting  cockpit  voice- 
recorder  tapes,  dons  dark  sunglasses 
indoors,  and  requires  passwords  from 
those  wishing  to  enter  his  "sector." 

But  the  book  falls  short  in  many 
ways.  Those  impatient  with  technical 
jargon  may  find  it  slow  going  as  Crich- 
ton leisurely  describes  an  aircraft's  in- 
ner workings:  "The  upper  surface  of 
the  compartment  was  taken  up  by  the 
underside  of  the  APU,  the  turbine  gen- 
erator that  served  as  the  auxiliary 
power  unit:  a  maze  of  semicircular 
pipes  and  white  couplings  wrapped 
around  the  main  unit.  Below  was  a 
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cramped  series  of  readout  meterd 
slots,  and  black  fcs  boxes,  each] 
the  milled  vanes  for  heat  transfe 
At  times,  Airframe  reads  lil 
apology  for  aircraft  makers.  The 
ty  is  that  manufacturers,  facing  i 
competition  to  bring  cutting-edge] 
ucts  to  market  first,  have  been  H 
to  resist  the  time-consuming  e 
by  federal  authorities  to  impose 
tional  safety  checks.  A  case  in  j 
During  certification  of  its  new  77| 
craft,  Boeing  Co.  offered  signifl 
well-documented  resistance  to  the 
eral  Aviation  Administration's  con 
over  potentially  life-threatening  d 
imbalance.  But  in  Crichton's  worlJ 
faa  hardly  makes  an  appearance, 
to  readers  with  no  more  th 
passing  understanding  of  the  al 
industry,  Airframe  will  sometime^ 
false. 

That's  not  to  say  that  Crichton 
not  draw  liberally  from  real  lil 
Airframe,  the  fictional  Norton  Airi 
earliest  N-22s  have  a 
pit  design  flaw.  A  h 
on  the  pilot's  control 
is  positioned  so  that 
easily  bumped,  depl 
the  slats  located  oi 
wing's  leading  edge 
sending  the  plane  pit 
up  and  down.  The 
same  problem  plague 
earliest  models  of  M( 
nell  Douglas'  MD-11 
craft.  In  McDonnell's 
the  faa  issued  direc 
that  led  to  the  instal 
of  a  protective  device  over  th 
handle.  Even  so,  the  MD-11,  pr> 
tion  of  which  is  being  curtailed 
had  other  glitches  involving  stal 
In  Crichton's  world,  sticky  com 
tions  do  not  intervene:  Norton's  d 
magically  transforms  the  N-22  one 
for  all  into  the  technological  mar 
was  designed  to  be. 

Overall,  Airframe  is  about  asjj[ 
anced  as  the  instructions  you  get 
a  flight  attendant  prior  to  takeofl 
at  a  time  when  investigators  edge 
er  to  attributing  the  explosion  o: 
Flight  800  to  a  mechanical  glitch 
line  travelers  may  be  grateful  foi 
reassurance,  however  unrealistic. 

BY  CHRISTINA  DEL  Vj 
Del  Valle  covers  transportation 
Washington. 
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AIRFRAME  GETS  THE  JARGON  RIGHT,  BUT  THE 
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Business  Week — the  perfect  holiday  gift  for  your  staff,  colleagues,  clients 
and  friends.  Anyone  who  cares  about  business  will  appreciate  receiving  the 
most  widely-read  business  magazine  in  the  world. 

You  can  order  gift  subscriptions  for  a  price  that  will  enhance  your  bottom 
line:  only  $42.95  for  the  first  gift,  and  an  astounding  $25  for  each 
additional  gift  subscription.  Order  today  and  take  it  easy  through  the  holidays! 


BusinessWeek 


1-800-6354200 


How  are  you  planning  to  support 
yourself  after  you  retire? 


POSITION  SOUGHT 

RECENT  RETIREE  sks  svork.  40  yrs  exp. 
Educated,  honest,  handy.  Can  run  your  sue 
cessful  business,  read  bedtime  stories,  or 
nang  pictures  level.  Gd  w/dogs,  cats.  Green 
thumb.  Will  watch  vacation  slides  w/enthus.- 
asm.  Rate  neg.  f/t  or  p/t. 


"Retired"  means  "not  working  for  a  living." 

That  takes  money.  So  how  much  will  you 
need?  Hundreds  of  thousands?  A  million? 

How  are  you  supposed  to  figure  that  out? 
And  where  will  you  get  that  kind  of  money? 


Janus  can  help.  Call  for 
information  about  Janus  no-load 
mutual  funds.  You'll  get  an  easy 
retirement  planning  worksheet  to 
help  figure  out  how  much  you'll 
need.  Realistically  speaking. 

Not  hard.  Not  complicated. 
Once  you  know  your  objectives, 
you  can  invest  intelligently  in  the 
right  combination  of  Janus  funds. 

Go  aggressive,  stay  conservative,  or  be 
conservatively  aggressive:  Janus  covers  all 
your  options. 

Get  to  work  now.  So  you  won't  be  looking 
for  work  later. 


With  returns  like  these,  retirement  planning  just  got  a  lot  easier. 

Average  annual  total  returns  for  the  period  ended  9/30/96 

lYear 

3  Year 

5  Year 

10  Year 

Life  of  Fund 

Janus  Enterprise  Fund 

21.95% 

19.1996 

24.1996 

(9/92) 

Janus  Mercury  Fund 

17.6096 

24.0896 

25.4296 

(5/93) 

Janus  Growth  and  Income  Fund 

23.2296 

15.5996 

14.9096 

17.5796 

(5/91) 

Janus  Fund 

19.9996 

15.0396 

14.3496 

16.4696 

16.7496 

(2/70) 

Janus  Balanced  Fund 

I9.2i,:;:, 

13.5996 

14.9396 

(9/<,2) 

Start  to  think  big. 


Gall  1-800-525-8983  ext.  632 


Call  or  send  for  a  prospectus  containing  more  complete  information,  including 
expenses.  Aggressive  growth  objectives  may  lead  to  greater  price  volatility. 
Please  read  all  the  materials  carefully  before  you  invest  or  send  money. 
Write  to  Janus  Funds,  RO.  Box  173375,  Denver,  CO  80217-3375. 
Or  visit  our  Web  site  at  http://www.JanusFunds.com. 

Past  performance  does  not  guarantee  future  results.  Your  return  and  principal 
value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 
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STEPHEN  H.  WILDSTROM  

iOON,  MODEMS 
VITH  MUSCLE 


ist  new  models 
pitalize  on  digital 
lone  lines.  But  some 
adblocks  remain 

rhe  World  Wide  Web 
has  given  us  an  insa- 
tiable appetite  for 
ter  communications.  Alas, 
:  solutions — cable  modems, 
;h-capacity  phone  lines,  or 
;ellite  links — are  still  a 
,ys  off.  But  modem  manu- 
turers  have  found 
way  to  tweak  one 
it  burst  of  speed 
t  of  the  phone  sys- 
n.  Early  next  year, 
i'II  be  able  to  get 
modem,  probably 
around  $200  or 
3,  that  will  let  you 
sive  data  from  the 
ernet  at  56  kilobits 
•  second  (kbps), 
mt  twice  today's  1 
speed. 

VIodems  work  over 
me  lines  designed 
voice  by  convert- 
data  into  tones  of 
erent  pitches.  For 
log  modems,  the  difficulty 
listinguishing  among  vari- 
pitches  holds  the  top 
ed  to  about  30  kbps.  But 
it  of  the  telephone  system 
iased  on  a  digital  system, 
lg  the  Is  and  0s  of  com- 
er language  to  pack  a  lot 
re  information  into  the 
le  space.  For  most  resi- 
tial  and  small-business 
-omers,  the  line  uses  the 
£y  analog  signals  only  be- 
en your  desk  and  the 
rest  phone  company. 
VNLOAD  ZIP.  The  new 
lems  capitalize  on  the  de- 
l  of  the  phone  system, 
en  sending  data  from 
r  computer  to  a  service 


provider,  they  function  as 
conventional  modems,  limit- 
ed to  33.6k  at  best.  But  be- 
cause the  conversion  of  digi- 
tal signals  to  analog  is  much 
more  efficient  than  the  re- 
verse process,  they  can  re- 
ceive information  at  56k.  And 
surfing  the  Web  consists  al- 
most exclusively  of  down- 
loading. So  these  new 
modems  ar<j  competitive  with 
all-digital  ISDN  service,  but  at 
much  less  cost  and  hassle. 


(For  technical  details,  check 
out  www.nb.rockwell.com  or 
x2.usr.com/technology/wiD.html. ) 

There  are  some  pitfalls. 
The  56k  modems  require  on- 
line service  providers  to  in- 
stall special  equipment.  Al- 
though many  have  pledged 
to  upgrade,  it's  not  clear  how 
quickly  it  will  happen.  Fur- 
thermore, the  new  technology 
won't  deliver  faster  speeds 
on  all  phone  lines,  and  it  may 
be  hard  to  find  out  whether 
or  not  it  will  work  on  your 
system.  In  particular,  the 
high-speed  modems  may  not 
work  with  the  pbx  switches 
in  many  offices.  The  56k  units 
will  function  as  normal  analog 


modems  at  lower  speeds. 

The  biggest  roadblock  to 
progress,  however,  is  a  famil- 
iar one.  The  industry  has  de- 
veloped two  incompatible  ap- 
proaches, one  by  us  Robotics 
Corp.,  the  other  by  Lucent 
Technologies  and  Rockwell 
International,  us  Robotics 
seems  to  be  ahead  in  signing 
up  both  service  providers  and 
other  manufacturers  for  its 
x2  system,  but  it  likely  will 
be  months  before  an  interna- 
tional committee  selects  a 
standard. 

SOFTWARE  LINK.  Another  de- 
velopment    in  modems, 
though,  could  minimize  your 
risk  of  making  the  wrong 
choice.  Many  modems  utilize 
a  special  kind  of  memory 
called  "flash"  ram  that  allows 
users  to  update  the  built-in 
software,  us  Robotics,  for  ex- 
ample, promises  that 
most  of  its  modems 
that  are  sold  today 
can  be  upgraded  to 
x2  technology. 

Motorola  Inc.  is 
taking  this  a  step  fur- 
ther by  developing 
modems  that  are 
nothing  more  than  an 
electrical  link  between 
a  computer  and  the 
phone  system.  The 
work  of  converting 
data  into  signals  that 
can  be  sent  over  tele- 
phone lines  is  per- 
formed by  software 
running  on  your  com- 
puter, rather  than  the  mo- 
dem's processor. 

These  "software  modems," 
which  will  be  available  first 
as  built-in  equipment  on  new 
pes  early  next  year,  offer 
some  potential  advantages: 
They  should  be  significantly 
cheaper,  and  if  you  need  to 
upgrade  them  or  install  a 
new  standard,  you  can  just 
load  some  new  software. 

Unfortunately,  even  56k 
modems  don't  tap  the  full  po- 
tential of  the  Web.  But  until 
multimegabit  links  come 
along,  we'll  have  to  settle  for 
what  we  can  get,  and  these 
new  modems  are  nothing  to 
sneer  at. 


BULLETIN  BOARD 


SCANNERS 
FUN  WITH  PHOTOS 

Want  to  get  your  snapshots 
into  computer-generated 
greeting  cards  or  other  proj- 
ects? Probably  the  simplest 
way  to  get  started  is  with  an 
external  scanner  you  can  buy 
for  around  $200.  The  Photo- 
Pad  from  Polaroid  (800  432- 


5355  is  a  typical  model.  The 
Windows  unit  (a  Mac  version 
is  on  the  way)  scans  pictures 
up  to  4  x  6  inches  at  up  to 
400  dots  per  inch.  It  comes 
with  Storm  Technology's 
EasyPhoto  software  and  also 
works  with  other  programs. 
One  word  of  warning:  The 
PhotoPad  connects  to  your 
printer's  parallel  port  with  a 
device  that  also  lets  you  plug 
in  your  printer.  But  in  my 
experience,  these  "pass- 
through"  connectors  rarely 
work  well.  A  $50  switch  box 
would  make  your  life  easier. 

PALMTOP  PENS 
CROSS  GOES  DIGITAL 

Palmtop  computers,  such  as 
Sharp  Zaurus  or  the  new 
Windows  CE  units,  come  with 
flimsy,  easily  lost  styluses  for 
on-screen  data  entry.  For 
something  more  substantial, 
consider  DigitalWriterfrom 
A.T.Cross  (800  510-9660). 
Various  styles  range  from  $20 
to  $150.  DigitalWriters  can 
even  become  a  pen  by  swap- 
ping a  standard  Cross  refill 
for  the  plastic  stylus. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 


The  other  is  information.  Because  no  bank 
ives  a  single  dime  without  it.  And  helping  clients 
n        je   information— not  just  process   it— is  what 
Unisys  does  best.  That's  why  Unisys  is  the  choice  of  the 
world's  most  intensive  users  of  information— including 


41  of  the  top  50  banks.  Our  solutions  help  clients  v  h 
everything  from  stopping  check  forgeries  to  integra  c 
global  networks.  And  our  consultants  help  businei 
uncover  revenue  potential  hiding  in  customer  data.  It' 
part  of  information  management— our  way  of  helping 


:e  information  as  an  asset  to  gain  competitive  advantage, 
all  for  details  and  learn  what  clients  like  Union  Bank 
f  Switzerland  learned.  When  it  takes  information  to  run 
)ur  business,  it  takes  Unisys  to  help  you  run  it  better. 

ttp://www.unisys.com  or  1-800-8  74-8647.  ext.  222 


UNiSYS 

When  information  is  everything. 


Economic  Viewpoint 


BY  RUDS OORNBUSCH 


MONETARY  UNION  MIGHT  JUST  PUT 
THE  SPRING  BACK  IN  EUROPE'S  STEP 


PLUSES: 

In  itself,  the 
EMU  would 
accomplish 
little.  But  it 
could  provide 
Europe  with 
sorely  needed 
confidence  and 
momentum 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Technology 


Progress  toward  creating  the  European 
Monetary  Union  (emu)  continues.  Italy 
and  Spain  have  just  decided  to  join, 
making  for  a  Western  European-wide  union 
rather  than  a  mere  German-French  deal.  But 
three  important  questions  remain.  Can  the 
union  be  realized  on  time?  Will  it  revive  Eu- 
rope's sick  economies?  And  what  will  it  do  to 
the  U.  S.  and  the  dollar? 

The  Maastricht  Treaty,  which  calls  for 
monetary  union  by  1999,  requires  that  Euro- 
peans gather  soon  to  decide  who's  in  and 
who's  out.  The  criteria  are  clear:  Budget 
deficits  must  be  below  3%  of  gross  domestic 
product;  public  debt-to-GDP  ratios  must  be 
below  60%;  inflation  has  to  be  low;  and  ex- 
change rates  must  be  stable. 

A  lot  of  interior  decorating  is  going  on: 
The  French,  Italians,  and  Germans  are  all 
fudging  their  budgets  to  hit  the  goals.  The  in- 
flation target  is  no  issue  because  Europe  has 
already  converged  toward  a  near-zero  inflation 
rate.  Far  trickier  is  the  debt  ratio.  Belgium 
can't  hope  to  meet  the  target.  And  Italy  has  a 
120%  debt  ratio,  double  what  is  allowed.  For- 
tunately, Maastricht  allows  some  flexibility, 
or  so  the  Italians  say. 

Currently  under  negotiation  is  an  agree- 
ment on  how  to  discipline  countries  to  keep 
their  deficits  in  line  once  they  are  in  the  mon- 
etary union.  The  provisions  are  unusual.  They 
include  heavy  penalties  and  external  surveil- 
lance— the  price  for  winking  at  deficit  levels. 
The  rationale  is  that  if  deficits  are  small,  then 
debt  ratios  will  come  down. 
LOCK  IN  GAINS.  Starting  on  Jan.  1,  1999,  the 
currencies  of  member  countries  will  be  linked 
with  fixed  exchange  rates,  and  the  European 
Central  Bank  (ecb)  will  run  monetary  policy 
for  the  entire  monetary  union.  The  ecb  will 
be  independent  from  governments,  with  a 
strict  mandate  of  price  stability.  The  first 
president  is  likely  to  be  Dutch  central  banker 
Wim  F.  Duisenberg,  a  tough  monetarist.  By 
2002  a  common  currency  replaces  German 
marks,  French  francs,  guilders,  etc. 

The  whole  enterprise  is  highly  experimen- 
tal. The  emu  project  is  driven  by  politicians. 
Given  Germany's  history,  Chancellor  Helmut 
Kohl  wants  to  merge  Germany  into  Europe  to 
prevent  trouble  in  the  years  ahead.  Else- 
where, finance  ministers  who  have  fought  to 
bring  down  inflation  and  deficits  want  to  lock 
in  their  gains  and  avoid  the  temptation  to 
inflate  their  way  out  of  high  unemployment. 


Industry  sees  the  emu  as  widening  tha 
ropean  market,  creating  opportunities  fq 
structuring  and  modernization.  And  Gej 
banks  smell  an  opportunity  to  become  <l 
nant  in  the  integrated  financial  comma 
Finally,  the  man  in  the  street  is  vaguell 
thusiastic,  but  anxious.  Germans  worry! 
their  precious  mark  will  be  debased.1 
French  worry  about  higher  unemployml 

Beneath  the  haggling  lies  one  clear  fal 
1998,  both  Germany  and  France  will  I 
elections.  Kohl  and  French  President  Jal 
Chirac  want  to  run  on  the  prospectl 
greater  Europe.  If  the  emu  now  fails,  thl 
no  Plan  B  to  take  its  place.  And  failure  I 
trigger  a  round  of  competitive  clepreeial 
Even  if  the  emu  is  a  bad  idea,  not  doing 
this  stage  is  much  worse. 
NO  PANACEA.  Is  it  a  good  idea?  In  itsell 
emu  does  little.  Not  having  to  change  nl 
at  the  airport  is  not  a  big  deal.  Being  al 
pay  across  borders  in  a  single  currency! 
not  really  help  if  there  is  no  single  lan  J 
and  the  phones  don't  work.  This  is  ncl 
U.  S.,  where  you  dial  an  800  number  tol 
in  California  using  an  Oklahoma  opel 
while  sitting  in  Maine.  And  with  incrl 
trade  thanks  to  the  emu,  the  trend  towal 
ing  English  in  business  will  accelerate.  I 

There  is  another  way  in  which  a  Eii 
wide  emu  can  make  a  real  difference.  I 
monetary  and  fiscal  officials  throughoul 
rope  running  very  tight  ships,  some  I 
dence  and  momentum  are  sorely  needa 
perhaps  another  round  of  European™ 
will  provide  the  boost,  just  as  the  dil 
tling  of  internal  barriers  did  early  il 
decade. 

As  to  the  U.S.  and  the  dollar,  the  I 
pean  currency  will  be  backed  by  some  I 
richest  economies  in  the  world,  with  40i 
lion  consumers.  With  those  credentials,  I 
compete  with  the  dollar  in  a  way  the  m;| 
yen  never  could.  Does  that  mean  the  1 
pean  currency  will  rise  against  the  c| 
Surely  not.  Europe  already  believes  the  \ 
is  undervalued.  The  last  thing  it  will| 
push  it  down  further. 

So  the  U.  S.  cannot  lose  from  the  EMll 
helps  Europe  grow,  that  is  good  for  inji 
tiuna]  prusperity.  If  il  disarms  the  Bi  ■ 
bank,  with  its  deflationist  tendencies,  f 
even  better.  If  it  creates  better  financial 
kets  in  Europe,  U.  S.  investment  hous(;+ 
banks  will  be  big  players. 
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SOME  SEE  SENIOR  CITIZENS,  WE  SEE  A  BOOM  IN  CONDO  CONSTRUCTION, 
NEW  BUSINESS  START-UPS  AND  INCREASED  DEMAND  FOR  THE  GOLF  CHANNEL. 


The  demographics  in  many  parts  of  the  world  are 
■ging  rapidly.  And  along  with  those  changes  come  un- 
cted  risks  and  opportunities  for  all  kinds  of  industries. 

Fortunately,  AIG  is  a  business  partner  with  expertise 
inaging  total  marketplace  risk. 

We  specialize  in  designing  the  kinds  of  custom  cover- 
that  corporations  must  have  to  cope  successfully  with 
"ging  conditions.  Whether  your  company  is  actively 
ing  the  demands  of  aging  baby  boomers  or  is  a  business 


likely  to  be  affected  by  shifts  in  population,  AIG  has  the 
insurance  and  financial  services  you'll  need.  Services  like 
contractors'  liability  insurance,  asset  management  and  even 
satellite  interruption  coverage. 

And  we've  got  the  top  financial  ratings  to  back  us  up. 
So  when  you  re  ready  to  deal  with  change,  we'll  WWTWEA 
be  willing  and  able.  LtSJaSD 
WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc.,  Dept  A.  70  Pine  Street,  New  York,  NY  10270 


Economic  Trends 


BY  GENE  KORETZ 

JOINING  THE  U.S. 
EXPORT  PARADE 

Why  some  areas  lag  and  others  lead 

Although  America's  spectacular  ex- 
port recovery  in  the  past  decade 
has  bolstered  economic  growth,  the  Mid- 
atlantic  states— particularly  New  York — 
have  lagged  behind,  whereas  the  Mid- 
west has  come  on  strong  (chart).  Many 
observers  assume  that  New  York's  ex- 
port mix  and  high  labor  costs  have  held 
it  back,  and  that  the  Midwest  has  ben- 
efited from  the  dollar's  sharp  deprecia- 
tion since  the  mid-1980s. 

As  new  studies  by  the  Federal  Re- 
serve banks  of  New  York  and  Chicago 
suggest,  however,  both  assumptions  are 
wrong.  In  each  of  the  two  areas,  other 

EXPORTS  IN  THE  1990s: 
NEW  YORK  VS.  THE  MIDWEST 


NEW  YORK 

i  
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factors  appear  to  have  played  key  roles 
in  determing  its  current  competitive- 
ness and  export  performance. 

The  New  York  Fed,  for  example, 
finds  that  New  York  ships  about  as 
much  of  its  goods  to  fast-growing  mar- 
kets abroad,  including  high-growth 
Asian  economies,  as  does  the  nation  as  a 
whole.  And  the  state's  export  mix  is 
close  to  that  of  the  U.  S.,  with  over  half 
made  up  of  capital  equipment.  The 
study  also  finds  that  New  York's  unit  la- 
bor costs  in  manufacturing  have  de- 
clined markedly  and  are  now  more  than 
10%  below  the  national  average. 

Thus,  bank  economists  conclude  that 
New  York's  export  woes  stem  from  its 
harsh  business  climate,  rather  than  from 
high  wages  or  a  poor  mix  of  products  or 
customers.  Infrastructure  problems  and 
the  state's  extraordinarily  high  tax  bur- 
den and  energy  and  urban  housing  costs 
(much  above  the  Midwest's)  appear  to 
have  discouraged  industrial  expansion. 

Meanwliile,  economists  at  the  Chicago 
Fed  find  no  positive  impact  at  all  of 


dollar  depreciation  on  the  Midwest's  ex- 
port growth.  Indeed,  because  the  Mid- 
west ships  a  large  share  of  its  manufac- 
tured exports  to  Canada  and  Mexico, 
Midwest  exporters  have  actually  faced 
an  appreciating  dollar  since  1988.  Thus, 
the  researchers  theorize  that  industrial 
restructuring,  technological  expertise, 
and  high-quality  products  are  the  real 
factors  responsible  for  the  Midwest's 
competitive  revival. 


ENDING  WELFARE 
WITH  A  CARROT 

Canada  pays  recipients  to  find  jobs 

By  and  large,  the  U.  S.  approach  to 
getting  people  off  welfare  is  to  ap- 
ply the  stick — terminating  benefits  after 
a  set  period.  Although  states  may  cush- 
ion the  blow  by  providing  child  care 
and  other  aid,  such  help  will  be  small 
and  not  widely  available. 

Canada,  by  contrast,  is  experimenting 
to  see  whether  the  carrot  is  a  more  ef- 
fective way  to  induce  recipients  to  be- 
come self-sufficient.  And  the  initial  re- 
sults look  encouraging. 

Starting  in  1992,  some  6,000  long- 
term  welfare  recipients  in  British  Co- 
lumbia and  New  Brunswick — mainly  sin- 
gle mothers — entered  a  research  project 
in  which  half  were  eligible  to  receive  a 
biweekly  subsidy  if  they  found  and 
stayed  in  a  full-time  job.  The  subsidy 
was  equal  to  half  the  difference  between 
their  weekly  wage  and  target  wage  lev- 
els—about*  $30,000  (U.S.)  a  year  in 
British  Columbia  and  $25,000  in  New 
Brunswick,  where  wages  are  lower. 

Those  eligible  to  receive  the  subsidy 
were  given  a  year  to  find  work,  and 
they  were  allowed  to  conceal  the  subsi- 
dies from  their  employers.  Payments 
were  linked  to  the  recipients'  wages 
only — not  household  incomes — and  re- 
cipients were  told  the  subsidy  would 
end  permanently  after  three  years.  The 
three-year  window  was  designed  to  give 
people  time  to  adjust  to  the  world  of 
work  and  build  social  contacts. 

Although  the  project  is  still  under 
way,  and  the  first  crop  of  beneficiaries  is 
only  now  completing  its  three-year  sub- 
sidy period,  economists  David  Card  of 
Princeton  University  and  Philip  K. 
Robins  of  the  University  of  Miami  have 
analyzed  some  early  results.  They  found 
that,  after  18  months,  close  to  25%  of 
those  eligible  for  wage  subsidies  had 
found  full-time  work,  compared  with 
just  10%  of  welfare  recipients  who  had- 
n't been  uffeivd  the  subsidies.  Results 


were  similar  in  both  provinces,  vei 
though  unemployment  ran  high-  ir 
New  Brunswick.  In  both  areas,  wcseis 
were  enthusiastic  about  the  progin. 

No  one  yet  knows,  of  coursejii 
workers  will  fare  once  subsidie:- 
especially  since  many  took  low- 
jobs.  Looking  at  costs,  the  goven 
appears  to  have  saved  money  b 
duced  payments  to  those  who  \ 
have  stayed  on  welfare,  but  to  ha' 
tually  lost  a  little  because  such  ss 
were  offset  by  payments  to  thosdviv 
would  have  found  work  anyhow. 

Still,  the  results  seem  promising  es 
pecially  because  they  were  achievl  b; 
relying  almost,  entirely  on  financij  in 
centives  rather  than  on  trainingbro 
grams  and  other  social  interventii , 
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BANKS  GET  T01 
ON  CONSUMERS 

And  Feds  worry  about  a  slowdiv , 


Are  tightening  bank  standart  c 
consumer  loans  threatenhj  t 
nudge  the  economy  into  recessioij  An 
cording  to  the  Federal  Reserve's^! 
terry  survey  of  bank-loan  officers,  Itnka 
willingness  to  make  consumer  loai'hdj 
now  been  in  negative  territory  forprqj 
quarters.  And  qualms  about  thisbeni 
are  being  voiced  by  a  Fed  govfnci 
who  only  a  few  months  ago  ws'  aj' 
plauding  the  banks'  tougher  stani. 

In  September,  in  testimony  toGoi 
gress,  Fed  Governor  Lawrence  B.  jjk 


LESS  OF  A  WELM 
FOR  BORROW  i 

40  a" 


sey  wrote:  "...  a 
good  case  can  be 
made  that  reduc- 
tions in  credit  are 
appropriate  re- 
sponses to  past 
excess  credit  ex- 
tensions. In  this 
regard,  they  in- 
crease the  long- 
term  health  and 
viability  of  the 
economic  expan- 
sion. .  ."  Now,  the 
American  Banker 
reports  that  Lind- 
sey  finds  the 
banks'  attitude  "troubling"  becauM 
tory  has  shown  that  the  econon  J 
quently  tumbles  into  recession  W 
banks  retreat  from  the  loan  marlt. 

Lindsey  has  a  point.  As  economfe 
Salomon  Brothers  Inc.  note,  thijjo 
times  bank  consumer  lending  attfa 
turned  negative  in  the  past  were  St! 
just  ahead  of  or  during  recession 
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Sprint  Business  helped  duplicate 
)ur  success  in  new  areas.' 

—  Paul  Orfalea.  Kinko's  Founder  and  CEO 


From  a  single  shop 
in  1975,  Kinko's  grew 
to  become  the  best-known 
provider  of  copy  services  in 
America.  As  customers  became 
increasingly  sophisticated,  Kinko's 
looked  for  new  ways  to  serve  them. 

"Sprint  worked  with  Kinko's 
to  take  us  well  beyond  copying." 

Sprint's  National  Account  Team  brought 
innovative  ideas  and  products  to  the  counter, 
assisting  Kinko's  in  becoming  a  full-service  office  center. 

"We're  showing  our  customers 
the  future  with  videoconferencing." 

Using  Sprint's  global  network,  Kinko's  customers  can 
now  affordably  meet  face  to  face  at  locations  worldwide. 

"Today,  business  moves  electronically. 
Now,  so  do  we." 

With  Sprint's  help,  Kinko's  networked  hundreds  of 
its  locations  nationwide  to  increase  the  efficiency 
and  volume  of  its  business. 

No  matter  what  the  business,  Sprint  is  always 
providing  new  ways  to  help  you  succeed. 


Call  Sprint  Business 

1800  816  REAL 

www.sprint.com 


Sprint 
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We  help  business  do  more  business 


I  1996  Spnnl  Communications  Company  LP  Kinko's  is  a  registered  trademark  ot  Kinko's  Graphics  Corporation 
and  is  used  by  permission  NFL  and  the  NFL  shield  loqo  are  registered  trademarks  ot  the  National  Football  Leaoue 


KLM  Cargo's  dedicated  Business  Unit  Airmail  Services 
excels  in  meeting  the  needs  of  postal  services  worldwide.  Down  to 
every  last  letter  addressed  to  Father  Christmas  from  children  all 
over  the  world. 

With  more  than  350  destinations  worldwide  and  partners  on 
the  road  and  in  the  air,  KLM  Airmail  Services  connects  postal 
organisations  to  virtually  any  airmail  destination  on  the  globe. 
Specialist  staff  and  facilities  guarantee  integrated  and  customised 
postal  solutions.  Whether  it's  five  million  letters  to  Finland's 
"Father  Christmas  village",  Korvatunturi,  in  the  Arctic  Circle  or 


to  the  Johannesburg  Mail  Terminal,  KLM  Cargo  gu 
prompt  and  reliable  delivery.  Our  service  is  backed  u 
immediate  feedback  from  sophisticated  information  systems. 

Plus  a  complete  door-to-door  service,  collection,  storag 
distribution.  Even  billing,  insurance  and  administration,  ii 
wish.  Together  with  your  agent,  KLM  Cargo  provides  you  w 
complete  range  of  services,  while  all  the  time  taking 
as  much  care  of  your  shipment  as  you  would  yourself. 

Taking  Tilings  Further  L 
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10M  EXUBERANCE' 
)  OVERREACTION 

Street  isn't  seeing  the  strength  in  job  and  factory  data 

have  averaged  171,000  in  the  second  half,  down  from 
234,000  in  the  first  half.  Also,  the  unemployment  rate 
rose  to  5.4%  from  5.2%  in  October.  The  data  suggested 
that  the  economy's  slowdown  from  its  peppy  first-half 
pace  is  continuing. 


ORE  WHOLESALE 
LATION  IS  FALLING 


FINISHED  GOODS 
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V  CHANGE  FROM  A  YEAR  AGO 
IDES  ENERGY  AND  FOOD 
I;  LABOR  DEPT.,  BUSINESSWEEK 


It's  a  rare  first  Friday  of  the 
OTW«Wft/tB  month  that  the  employment 
t  gets  shoved  out  of  the  spotlight  on  Wall  Street, 
federal  Reserve  Chairman  Alan  Greenspan  did 
hat  simply  by  uttering  the  words  "irrational  ex- 
nce"  the  night  before,  as  he  questioned  the  stock 
3t's  recent  runup.  U.  S.  traders  woke  up  on  Dec. 
ind  markets  tanking  around  the  globe.  The  Dow 
industrial  average  dove  144  points  in  the  first 
.our  of  Friday  trading. 

Still,  it  was  the  day's  weak- 
er-than-expected  job  numbers 
that    turned    the  market 
around,  allowing  the  Dow  to 
finish  the  day  down  by  only 
55  points  and  preventing  a 
real  disaster.  The  markets  ini- 
tially feared  that  Greenspan 
was  hinting  that  the  Fed 
might  raise  interest  rates  to 
blow  away  some  of  the  mar- 
ket's froth.  However,  cooler 
knew  that  the  Fed  would  not  hike  rates  unless 
on  pressures  were  growing,  and  the  job  report 
;d  few  signs  of  that. 

be  sure,  Greenspan  was  carefully  testing  the  wa- 
since  an  overvalued  stock  market  could  greatly 
icate  Fed  policy  next  year  (page  35).  The  Chair- 
words  have  touched  off  a  new  edginess  in  the 
|.  Tne  Dow  bounded  upward  by  82  points  the  fol- 
[  Monday,  but  stock  prices  fell  sharply  on  Dec.  11. 

NOW,  AT  LEAST,  the  market's  jitters  go  against 
ositive  fundamentals  illustrating  that  economic 
h  remains  moderate,  that  profits,  while  slowing 
a  bit,  are  still  in  an  uptrend,  and  that  inflation  is 
ontained. 

eed,  on  the  inflation  front,  producer  prices  look 
Prices  for  finished  goods  increased  0.4%  in  No- 
;r,  pushed  up  by  energy.  Core  prices  excluding  en- 
ind  foods  were  up  only  0.1%.  Core  inflation  for  fin- 
goods  is  falling  (chart),  and  core  prices  for  both 
lediate  and  crude  goods  still  show  outright  de- 

with  prices  below  their  year-ago  levels. 
),  the  headline  numbers  in  the  employment  report 
sted  modest  economic  growth.  Payrolls  increased 
3,000  in  November,  about  60,000  less  than  Street 
>ts  generally  had  expected.  Monthly  payroll  gains 


MORE  BUYING  POWER 
FOR  WORKERS 


_ INFLATION-ADJUSTED 

HOURLY  PAY  OF 
PRODUCTION  WORKERS* 


ONE  PROBLEM  IS  SHAPING  UP  for  both  the  markets 
and  the  Fed,  however.  Many  on  Wall  Street  expect 
the  second-half  slowdown  to  continue  into  the  first  half 
of  1997.  But  with  holiday  sales  mostly  upbeat,  and 
with  manufacturing  activity  showing  more  vigor,  the 
economy  seems  poised  to  snap  out  of  its  sluggishness.  If 
the  economy  picks  up,  the  Fed  could  be  confronted 
with  the  very  real  prospect  of  having  to  lift  rates. 

Even  the  details  of  the  job  report  hinted  at  better 
growth,  especially  when  it  comes  to  wages  (chart). 
Part  of  the  second-half  slowdown  is  the  result  of  three 
straight  monthly  drops  in  government  payrolls.  That 
has  not  happened  since  the  1990-91  recession. 

Moreover,  even  with  fewer 
government  jobs,  the  second- 
half  hiring  pace  still  is  fast 
enough  to  keep  the  unemploy- 
ment rate  low  and  job  mar- 
kets tight.  The  jobless  rate  re- 
mains in  the  unusually  low 
5.1%-to-5.4%  range  it  has  oc- 
cupied for  the  past  six  months. 
Also,  the  weekly  data  on  ini- 
tial unemployment  claims  have 
not  signaled  any  recent  shift 
toward  significantly  slower  job  growth  or  higher  job- 
lessness, as  the  markets  seemed  to  have  read  from 
the  November  job  data. 

This  year's  solid  job  growth  certainly  has  kept  con- 
sumer confidence  high.  That  optimism,  in  turn,  is  mo- 
tivating shoppers  to  open  their  wallets  this  holiday 
season.  Weekly  retail  surveys  say  that  sales  in  early 
December  were  way  above  November's  pace.  In  addi- 
tion, sales  promotions  were  running  below  last  year's 
pace.  That's  the  result  of  slim  inventories. 

On  the  heels  of  improving  demand  and  low  stock 
levels,  the  nascent  upturn  in  manufacturing  should 
continue  into  1997.  Factory  orders  rose  strongly  in 
both  September  and  October,  up  2.6%  and  0.9%,  re- 
spectively. October  orders  already  have  grown  at  an  an- 
nual rate  of  7.6%  above  the  third-quarter  level,  faster 
than  the  pace  for  all  of  last  quarter.  And  the  gains  have 
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been  broad.  Orders  for  nondurable  goods  rose  a  steep 
1.5%  in  October. 

New  demand  is  translating  into  new  jobs.  Factory 
payrolls  rose  by  9,000  for  the  second  month  in  a  row  in 
November,  and  overtime  hours  increased  as  well.  And 
the  business  week  production  index  is  rising  again.  All 
this  suggests  that  the  government's  November  index  of 
industrial  production  was  up  solidly. 

AT  THE  SAME  TIME,  signs  of  increasingly  tight  labor 
markets  are  growing.  So  far  in  the  fourth  quarter,  the 
percentage  of  the  labor  force  who  are  working  part 
time  because  they  say  they  cannot  find  full-time  work 
has  fallen  to  the  lowest  level  in  two  decades.  Also, 
announced  layoffs  dropped  28.5%  in  November  com- 
pared with  a  year  ago,  says  Challenger,  Gray  &  Christ- 
mas Inc.  One  reason:  Optimistic  retailers  laid  off  the 
fewest  people  in  November  in  three  years. 

One  explanation  why  job  growth  has  slowed  may 
be  that  since  skilled  labor  is  already  in  such  short  sup- 
ply, many  companies  are  having  a  hard  time  finding  the 
workers  they  need.  Even  though  job  growth  has  slowed 
from  its  robust  pace  of  1994,  companies  still  are  placing 
as  many  help-wanted  ads  as  they  did  two  years  ago. 

It  should  not  be  surprising,  then,  that  the  average 
hourly  earnings  of  production  workers  jumped  0.8%  in 
November,  and  during  the  past  three  months,  pay  is 
up  3.3%  from  the  same  period  in  1995.  Wage  growth 


MEXICO 


THE  WANING  NEI 
TO  WORK  PART 
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has  been  creeping  upward  for  the  past  three  yiL 
That's  a  typical  pattern  late  in  economic  expansJL 
when  resources  start  to  become  strained:  Employee 
growth  slows  and  wage  growth  picks  up,  threaten!;:!, 
fuel  price  pressures.  This  trend,  plus  the  sharin 
crease  in  November  wages,  strongly  argues  thai tK 
Fed's  next  move  will  not  be  to  ease. 

But  even  as  faster  growth 
in  wages  raises  questions  for 
Fed  policy,  workers  are  en- 
joying the  benefits.  Pay  gains 
are  easily  outpacing  inflation 
by  an  increasing  margin.  Us- 
ing the  chain-weighted  price 
index  for  consumer  spending 
(which  is  free  of  at  least  one 
of  the  distortions  cited  by  the 
Boskin  Commission  as  a  cause 
for  overstating  inflation),  real 
wages  of  production  workers  so  far  this  year  b 
risen  1.1%  from  1995,  the  largest  annual  increaj 
more  than  two  decades.  No  wonder  retailers  aren 
ning  low  on  some  goods. 

Greater  purchasing  power,  low  inventories,  and  k 
factory  orders  are  strong  arguments  for  faster  gro 
next  year.  If  Greenspan  is  successful  in  talking  « 
the  market,  then  the  Fed  will  have  more  maneuvri 
room  should  a  rate  hike  be  necessary. 


?  0     EMPLOYED  PART-TIME 
FOR  ECONOMIC  REASONS 
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THE  RECOVERY  STILL  ISN'T  HELPING  EVERYONE 


Despite  a  larger-than-expected 
gain  in  last  quarter's  real 
gross  domestic  product,  Mexico 
still  resembles  an  economy  in 
transition  rather  than  one  in  full 
recovery. 

Real  GDP  grew  7.4% 
in  the  year  ended  in 
the  third  quarter  and 
so  far  this  year  is  up 
4.4%.  That's  a  bit  bet- 
ter than  government 
expectations,  but  it 
hardly  recoups  the 
6.2%  loss  in  output  for 
all  of  1995,  when  the 
economy  skidded  into 
recession  after  the 
government  devalued  the  peso  in 
December,  1994. 

Industrial  output  jumped  14.6% 
last  quarter  from  a  year  ago, 
pushed  up  by  merchandise  ex- 
ports, which  rose  21.4%.  The  ex- 


A  SURPRISING  JUMP 
IN  ECONOMIC  GROWTH 


REAL  MEXICAN 

—  GDP  
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port  surge  offset  a  higher-than-ex- 
pected  rise  in  imports  and  lifted 
the  third-quarter  trade  surplus  to 
a  record  $1.42  billion.  But  because 
of  investment  outflows,  especially 
interest  on  foreign  loans,  current 
account  balance  had  a 
$713  million  deficit 
last  quarter  after  run- 
ning a  small  surplus 
in  the  first  half. 

Although  exports 
should  continue  to  do 
well  into  1997,  the 
question  is  whether 
domestic  demand  will 
turn  around.  Con- 
sumer spending  has 
been  in  a  free  fall,  hurt  by  weak 
job  prospects,  a  credit  crunch,  and 
inflation  running  at  about  28%.  In 
October,  retail  sales  were  down 
7.6%  from  a  year  ago,  the  18th 
consecutive  monthly  decline. 


Consumer  buying  will  likely  I 
main  weak  despite  better  newia 
the  job  front:  The  October  jobfa 
rate  for  Mexico's  urban  areas 
slipped  from  5.5%  in  Septembe 
to  5.2%,  the  lowest  rate  since  il 
uary,  1995.  And  factory  emploj^ 
ment  rose  4%  in  the  year  ende* 
in  September.  However,  the  ecjif- 
omy  must  grow  5%  in  order  tc 
create  enough  jobs  to  absorb  tk 
1  million  workers  who  enter  tlj 
labor  force  every  year,  suggest) 
that  the  jobless  rate  will  rise 
again.  And  in  the  nearly  two 
years  since  the  devaluation,  reji 
wages  have  fallen  21%. 

With  moderate  growth  expele* 
in  the  U.  S.,  Mexico's  exports  i 
probably  won't  repeat  1996's  hk» 
gains,  which  means  more  lendig 
and  better  job  growth  must  ocp 
for  consumers  to  contribute  to 
and  expand  Mexico's  recovery. 
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CIGARETTES 


IS  BIG  TOBACCO 
READY  TO  DEAL? 


RJR's  Goldstone 
hopes  to  lead  the 
industry  toward  a 
compromise 

For  the  head  of  a  major  U.  S.  to- 
bacco company,  they  were  revolu- 
tionary words.  Cigarette  makers 
"can't  continue  in  public  as  kind 
of  an  outlaw  industry,"  declared  rjr 
Nabisco  ceo  Steven  F.  Goldstone  in  a 
Dec.  5  speech  to  executives  in  Boston. 
More  than  that,  he  continued,  "a  lot  of 
forces  are  at  work"  favoring  some  broad 
settlement  with  industry  adversaries. 
"In  1997,"  Goldstone  proclaimed,  "the 
most  meaningful  thing  I  can  do  is  come 
to  some  solution  on  this  problem." 

Goldstone's  remarks  were  the 
strongest  that  any  major  tobacco  com- 
pany executive  has  ever  made  in  favor 
of  making  peace  with  the  industry's  en- 
emies. In  one  bold  stroke,  the  50-year- 
old  attorney  stepped  forward  as  the 
industry's  leading  proponent  of  compro- 


mise, raising  the  possibility  that  Big  To- 
bacco will  offer  to  make  a  historic  deal: 
accepting  Food  &  Drug  Administration 
regulation  of  tobacco  in  exchange  for 
legal  protection  against  future  court- 
room attacks. 

The  conciliatory  stance  helped  push 
shares  of  rjr  Nabisco  Inc.  and  arch- 
competitor  Philip  Morris  Cos.  to  new 
52-week  highs.  No  wonder.  The  tobacco 
industry  has  been  mired  for  years  in  a 
Byzantine  tangle  of  increased  regula- 
tion and  hundreds  of  liability  suits  from 
individuals  and  state  governments.  In 
August,  investors  were  shocked  when 
Brown  &  Williamson  Tobacco  Corp.  suf- 
fered a  landmark  $750,000  judgement 
in  a  personal-injury  case  in  Florida.  The 
threat  of  an  asbestos-like  courtroom 
meltdown,  analysts  say,  has  depressed 
share  prices  by  50%  or  more. 

A  broad  settlement,  then,  "is  what 
needs  to  be  done.  It's  what  the  compa- 
nies need  to  get  back  on  track,"  says 
Jeffrey  A.  Altman,  a  vice-president  at 
Franklin  Mutual  Advisors  Inc.  in  Short 
Hills,  N.  J.,  a  major  tobacco  shareholder. 
Despite  makers'  consistently  superior 
profitability,  courtroom  battles  are  si- 
phoning both  management's  attention 
and  hundreds  of  millions  in  legal  fees. 


Resolution  of  future  litigation! 
could  help  Goldstone  fend  off  finakie 
Carl  C.  Icahn  and  Bennett  LeBowwi 
are  pressing  for  a  spin-off  of  Nasi 
Some  investors  and  analysts  sibe 
that  Goldstone  may  be  initiating  ;tti 
ment  maneuvers  in  part  to  count"  t 
raiders'  charges  that  he  hasn't 
sufficient  steps  to  boost  share  prk 
fact,  rjr  Nabisco's  stock  has  undp 
formed  the  market,  in  spite  of  mm 
ments  that  Goldman,  Sachs  &  Ccta 
lyst  Marc  I.  Cohen  estimates  w  1 
profits  14%  this  year,  to  $860  mil* 
BALANCING  act!  Goldstone  cleafe 
gambling.  By  holding  out  anpli 
branch,  he  risks  appearing  weak-OV; 
ing  a  new  round  of  lawsuits  or  tervti 
adversaries  to  make  harsher  derb,! 
But  if  there's  one  thing  the  experk 
trial  lawyer  knows,  it's  how  to  w 
peace  offering  while  maintaining  «p 
of  strength.  To  keep  the  litigatiojd; 
from  breaking,  Goldstone  is  maijg; 
his  public  statements  skillfully. 

He  first  indicated  his  opennesK 
settlement  in  an  interview  witl  t 
London-based  Financial  Tirm 
March,  then  backpeddled  when  njl 
his  statements  broke  in  the  State:)  T 
time,  he  spoke  at  an  out-of-thw 


32  BUSINESS  WEEK  /  DECEMBER  23,  1996 


DECEMBER  23,  1996 


ast  gathering  of  CEOs  at  North- 
i  University — but  in  a  subsequent 
ew  with  business  week,  he  re- 
to  offer  any  details  (page  34). 
such  cautious  communications, 
Dne  has  put  the  issue  of  a  com- 
e  in  play  without  stoking  fears 
istry  vulnerability — a  perception 
iused  tobacco  shares  to  plummet 
-iggett  Group  Inc.  announced  its 
lent  of  addiction  suits  in  March, 
irding  to  sources  inside  and  out- 
ie  company,  as  an  opening  offer, 
me  is  willing  to  agree  to  most,  if 
,  of  the  fda's  recent  advertising 


and  promotion  restrictions  aimed  at  re- 
ducing teen  smoking.  The  fda  regs  go 
into  effect  in  August,  but  the  industry  is 
challenging  them  in  a  North  Carolina 
federal  court.  Analysts  think  the  indus- 
try will  prevail — and  then  dangle  its 
willingness  to  accept  the  regulations  as 
a  bargaining  chip  in  later  negotiations.  If 
necessary,  Goldstone  is  thought  to  be 
willing  to  accept  permanent,  but  limited, 
oversight  by  the  agency — a  prospect 
the  industry  has  fought  for  years. 

In  exchange,  he  hopes  for  a  congres- 
sional guarantee  that  tobacco  makers 
will  be  protected  against  future  injury 
lawsuits — a  shield  potentially  worth  bil- 
lions in  saved  litigation  and  settlement 
costs.  According  to  several  analysts  who 
have  spoken  to  sources  inside  the  com- 
pany, such  immunity  would  not  apply 
to  pending  cases,  but  it  would  protect 
manufacturers  from  suits  filed  after 
some  selected  date  in  the  future. 

Why  isn't  Goldstone  interested  in  set- 
tling any  of  the  pending  suits  filed 
against  rjr  by  plaintiffs'  attorneys  and 
state  attorneys  general?  Because  he 
thinks  it  will  be  cheaper  to  continue 
fighting  these  opponents,  according  to 
Martin  Feldman,  a  Smith  Barney  Inc. 
tobacco  analyst.  Given  the  industry's  al- 
most flawless  courtroom  record,  Feld- 
man says,  Goldstone  sees  no  reason  to 
shell  out  the  billions  of  dollars  annually 
that  plaintiffs'  attorneys  have  indicat- 
ed they  are  seeking  from  tobacco  mak- 
ers— especially  if  he  can  get  some  form 
of  legal  protection  from  Congress  with- 
out doing  so. 

Philip  Moms,  with  United  States  To- 
bacco Co.'s  support,  brought  forth  a 
more  modest  fda  peace  treaty  last  May 
but  failed  to  win  any  political  backing. 
Now,  says  Gary  D.  Black,  a  tobacco  an- 
alyst at  Sanford  C.  Bernstein  &  Co., 
which  holds  large  chunks  of  Philip  Mor- 
ris and  rjr  stock,  executives  at  Philip 
Morris  and  United  States  Tobacco  are 
more  interested  in  a  settlement  than 
ever.  "We  continue  to  be  amazed  at  the 


180-degree  turn  within  the  industry,  em- 
bracing the  concept  of  a  legislative  set- 
tlement," Black  wrote  in  a  Dec.  11  re- 
port. Philip  Morris  wouldn't  comment. 

There  still  is  widespread  disagree- 
ment in  the  industry  about  how  a  deal 
should  be  structured  and  pursued.  For 
example,  some  execs  at  Philip  Morris 
and  other  tobacco  companies  fear  it  will 
be  politically  impossible  for  the  industry 
to  win  congressionally  guaranteed  im- 
munity from  lawsuits.  According  to 
David  J.  Adelman,  a  tobacco  analyst  at 
Dean  Witter  Reynolds  Inc.,  some  mem- 
bers of  this  group  are  willing  to  accept 
the  proposed  fda  rules  in  exchange  for 
a  promise  that  the  fda  won't  take  per- 
manent jurisdiction  over  tobacco.  In- 
stead, they  would  be  willing  to  submit 
to  the  over-sight  of  the  Federal  Trade 
Commission,  which  is  authorized  to  re- 
view some  advertising  issues.  These  ex- 
ecs note  that  the  ftc  doesn't  concern  it- 
self with  health  issues  and  is  considered 
friendlier  to  business  than  the  fda. 
UNDER  WRAPS.  Details  of  the  status  of 
settlement  negotiations  are  sketchy.  Be- 
cause of  the  sensitivity  and  complexity 
of  the  discussions,  the  parties  are  certain 
to  try  to  keep  any  talks  under  wraps. 
Goldstone  told  business  week  that  while 
he  "is  going  to  do  things"  to  bring  about 
a  resolution,  it  would  not  "help  the  re- 
sult come  about"  by  discussing  it  pub- 
licly. Key  players  in  the  health  commu- 
nity and  Congress  deny  they  have  been 
contacted  by  the  industry. 

Black  thinks  the  industry  will  attempt 
to  cook  up  a  deal  behind  closed  doors, 
then  try  to  get  a  friendly  member  of 
Congress,  such  as  Trent  Lott  or  House 
Commerce  Committee  Chair  Thomas  J. 
Bliley  Jr.,  to  sponsor  it.  But  on  Dec.  9, 
Bliley  was  pessimistic  about  a  legislative 
resolution.  "You  are  not  going  to  be 
able  to  move  legislation  unless  the  Ad- 
ministration signs  on,"  he  says. 

There  are,  indeed,  plenty  of  reasons  to 
be  skeptical  that  a  deal  will  succeed. 
For  starters,  it's  not  clear  that  rivals 


IT  THE  TERMS 
HT  BE 

Thief  Steven  Goldstone  / 
\ting  that  an  agree- 
to  resolve  legal 
egulatory 
t  could  be 
iated.  Here's 
he  and  other 
'try  execs  are 
ht  to  want: 


NO  PROHIBITION 

Cigarette  makers, 
fearing  that  regulators' 
ultimate  aim  is  to 
outlaw  their  products, 
seek  a  congressional 
guarantee  that  the 

production  and 
use  of 
tobacco 
m  in  the 
f  U.S.  will 
remain  legal. 


IMMUNITY 

The  companies  want  leg- 
islated protection  from 
injury  lawsuits  filed  after 
a  certain  date.  They  see 
such  protection  as  the 
only  way  to  remove  the 
uncertainty  depressing 
tobacco  stocks  by  50% 
or  more.  Currently  pend- 
ing liability  suits,  howev- 
er, probably  would  not 
be  affected. 


FDA  JURISDICTION 

Manufacturers  are  will- 
ing to  agree  to  the  terms 
of  recently  approved 
FDA  rules  aimed  at 
preventing  teen  smok- 
ing, which  they  are  now 
challenging  in  federal 
court.  Tobacco  may  also 
be  willing  to  accede 
to  permanent  agency 
oversight  on  such  issues 
as  marketing. 
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such  as  Philip  Morris  and  rjr  will  be 
able  to  agree  on  a  plan,  rjr  failed  to 
join  Philip  Morris'  earlier  compromise 
proposal,  though,  in  a  sign  of  conciliation, 
Goldstone  now  goes  out  of  his  way  to 
praise  the  Philip  Morris  plan. 

Even  if  manufacturers  can  reach 
agreement  on  terms,  they  will  have  a 
hard  time  stiff-arming  the  politically 
powerful  plaintiffs'  attorneys,  who  fear 


that  any  legal  protection  for  manufac- 
turers will  limit  their  ability  to  win 
money  in  current  suits.  Most  industry 
experts  expect  plaintiffs'  lawyers  to 
succeed  in  forcing  the  industry  to  settle 
current  cases  as  part  of  the  broader 
resolution — creating  a  mammoth  chal- 
lenge for  the  companies  in  determin- 
ing how  much  money  to  fork  over.  The 
next  hurdle:  the  health  community, 


which  also  has  the  clout  to  block  a  eal 
But  for  rjr  Nabisco,  the  alterative 
may  be  worse:  the  bloodiest  litigior 
war  in  history  and  years  of  cont  uei 
pariah  status.  Given  such  a  protect 
it's  hardly  surprising  that  Goldim 
wants  to  strike  a  deal  now. 

By  Mike  France,  with  Lori  Bongm 
in  New  York,  John  Carey  in  Wasn 
ton,  and  David  Greising  in  Atlanm 


'THE  INDUSTRY  IS  WILLING. ..TO  REACH  COMPROMISES' 


A 


year  ago,  Steven  F.  Goldstone 
took  over  as  chief  executive 
I  at  rjr  Nabisco  Inc.  Since 
then,  while  fending  off  l  itigation 
and  raiders,  he  has  recast  man- 
agement arid  lifted  profits  by  an 
estimated  U%.  business  week's 
Lori  Bongiorno  and  Mike  France 
spoke  with  Goldstone  on  Dec.  9. 

Q:  rjr  is  still  under  pressure 
from  Carl  Icahn  and  Bennett 
LeBow,  who  want  a  spin-off  of 
the  company's  food  unit.  Why  are 
you  resisting? 

A:  Our  board  has  come  to  a  judg- 
ment that  although  a  spin-off 
might  be  in  the  interest  of  our 
shareholders,  it  will  only  be  in 
the  interest  of  our  shareholders  if 
done  at  the  appropriate  time. 
Simply  put,  now  is  not  the  appro- 
priate time. 

Q:  Can  rjr  survive  these  continu- 
ous attacks? 

A:  I'll  tell  you  something.  I  think 
one  of  my  greatest  accomplish- 
ments this  year  is  that  I've  proved 
not  only  that  we  can  survive  these 
attacks,  but  that  we  can  thrive  in 
this  environment.  I  don't  waste  my 
time  thinking  about  Ben  LeBow  and 
Carl  Icahn.  Both  of  them  are,  frankly 
astoundingly  iirelevant  to  this  com- 
pany and  to  our  shareholders. 


Q:  [In  a  Dec.  5  talk]  in  Boston,  you 
mentioned  that  you  believed  that 
you'll  soon  come  to  reasonable 
ground  on  a  tobacco  industry  leg- 
islative settlement. 
A:  I  proceed  from  the  assumption 
that  tobacco  is  an  important  prod- 
uct in  the  U.  S.  and  around  the 
world.  It  is  not  going  to  go  away. 
So  it  makes  sense  for  political,  eco- 
nomic, social,  and  other  forces  in 
this  country  to  focus  on  [deciding  I 


RJR  GEO  STEVE  GOLDSTONE 

"I  don't  waste  my  time  thinking 
about  Ben  LeBow  and  Carl 
Icahn.  Both  of  them  are,  frankly, 
astoundingly  irrelevant" 

how  to  accommodate  a  legal  product 
that's  enjoyed  by  millions  of  Ameri- 
cans but  that  is,  admittedly,  quite 
controversial.  This  summer,  Philip 
Morris  proposed  an  innovative  and 
far-reaching  legislative  proposal  re- 
garding youth  access.  That  proposal 
unfortunately  went  nowhere,  proba- 
bly because  it  got  lost  in  election- 
year  politics.  But  it  demonstrates 
that  the  industry  is  willing  to  at- 
tempt to  reach  compromises  and  ad- 
dress real  concerns. 


Q:  Do  you  support  Philip  Morris' 
proposal? 

A:  I'm  really  not  directly  focusing 
on  that  proposal  right  now  because 
nobody  is  considering  it.  But  I  will 
tell  you  this,  it  certainly  merits 
more  discussion. 


Q:  Does  it  make  sense  for  the 
industry  to  agree  to  increased 
regulation  in  return  for  imrrm 
nity  from  litigation? 
A:  That  kind  of  thing  has  the  \ 
ring  of  sense  to  it.  Although  it 
makes  sense  in  a  theoretical  wk 
it's  difficult  [to  implement]. 

Q:  In  Boston,  you  mentioned  \ 
that  a  lot  of  forces  right  now 
favor  a  settlement. 
A:  I  think  you've  seen  some  ir 
novation  and  flexibility  from  tli 
industry,  and  President  Clinton 
has  indicated  an  interest  in  thif 
subject  and  an  interest  in  gett 
a  resolution.  You  saw  the  rum* 
over  the  summer  that  at  least 
some  of  the  [states']  attorneys 
general  are  interested  in  [ad- 
dressing] the  policy  issues. 

Q:  Is  a  resolution  desirable? 
A:  I  have  been  fairly  clear  ths 
believe  a  resolution  of  the  bas! 
controversy  is  in  the  interest 
our  shareholders. 


Q:  Is  the  company  taking  any  st 
to  bring  this  about? 
A:  If  it  is  a  priority  of  mine — and! 
is  a  priority  of  mine — I  am  going  j 
do  things  to  tiy  to  have  that  resu 
come  about.  But  I'm  not  going  to  j 
help  the  result  come  about  by  tallf 
to  you  about  it. 

Q:  All  the  distractions  aside,  what 
rjr  Nabisco's  prospects  for  next  yd 
A:  We  have  management  in  place! 
We've  got  Nabisco  humming,  andj 
we've  got  our  international  tobacc 
business  growing  at  a  very  nice  rjj 
We're  going  to  focus  on  our  dom< 
business,  on  getting  good  returns! 
our  shareholders,  and  on  all  the 
temal  events.  I  expect  1997  will  1 
year  of  good  results. 
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By  Dean  Foust 

WHY  GREENSPAN  SHOULD  KEEP  MUM  ABOUT  THE  MARKET 


i  lan  Greenspan  is  a  mas- 
Iter  at  forecasting  the 
leconomy,  and  a  pretty 
vy  politician  to  boot.  But 
en  it  comes  to  divining 
mysteries  of  the  stock 
rket,  the  Federal  Reserve 
airman  is  no  Wall  Street 
;ard. 

The  Fed  chairman  stunned 
markets  on  Dec.  5  by 
ing  whether  "irrational 
iberance"  was  creating  a 
•k  bubble  that  could  burst 
r  the  economy.  The  imme- 
;e  response  was  a  one-day 
-off  on  overseas  markets 
breign  investors  assumed 
renspan  was  signaling  an 
irest-rate  hike.  Green- 
n's  musings  rattled  U.  S. 
•kets,  too.  On  Dec.  6,  the 
v  Jones  industrial  average 
lged  145  points  before  re- 
aring two-thirds  of  the 
.  Then,  on  Dec.  11 — in 
it  traders  called  a  delayed 
ition — the  Dow  shed  130 
its  before  closing  down 
'  points.  "Greenspan  has 
ed  people  to  reevaluate  if 

ft,"  Fed  chiefs  refrain  from 

an  analyst  at  Interstate/ 
ason  Lane  Corp. 
LL  OF  MONEY."  Fed  offi- 
;  privately  dismiss  the 
>pect  of  a  move  to  hike 
s  when  the  policymaking  Federal 
n  Market  Committee  meets  on 
.  17.  Greenspan's  motive  more 
y  was  to  tiy  to  nudge  the  market 
n  with  his  jawboning.  To  be  sure, 
ks  may  be  due  for  a  rest  after  a 
ithless  run  of  25%  off  their  July 

But  in  the  long  term,  Greenspan 
ilikely  to  change  market  psycholo- 
knd  that's  largely  because  of  his 
success  as  a  monetary  mandarin: 
ind  investors'  love  affair  with 
ks  is  their  confidence  that  the  Fed 

will  keep  the  economy  humming 
i  low  inflation.  That  has  encour- 
l  small  investors  this  fall  to  pour 
illion  a  week  into  mutual  funds, 
s  going  up  against  a  wall  of  mon- 
hat's  pretty  formidable,"  says 
ert  Adler,  president  of  amg  Ser- 
i  Inc.,  which  tracks  fund  flows, 
's  also  not  clear  that  the  market 
■  dangerously  overpriced  as  the 


DISCRETION 


By  long  tradition, 


expressing  public  concern  over 
speculative  fever  in  stocks 


Fed  chief  suggests.  Nor  does  Wall 
Street  itself  agree  on  that  question. 
Greenspan,  with  little  market  exper- 
tise of  his  own,  met  with  Wall  Street 
strategists  two  days  before  his 
speech.  Several  argued  that  stocks 
were  fairly  valued.  Others  argued  the 
opposite  point.  Economists  are  also 
puzzled  by  Greenspan's  comparison  of 
the  U.  S.  to  Japan's  1989  meltdown. 
At  that  time,  Japan  was  plagued  by  a 
wildly  overvalued  market,  inflated 
real  estate,  and  overextended  banks, 
which  is  not  the  situation  in  the  U.  S. 

Still,  Fed  officials  have  been  ner- 
vous about  the  frothy  stock  market 
since  last  spring.  And  with  the  Dow 
roughly  15%  higher  since  then, 
Greenspan  &  Co.  may  fear  it  will  be 
tougher  to  hike  interest  rates  down 
the  road  if  inflationary  pressures 
resurface.  "If  we  knew  tightening 
[interest  rates]  would  trigger  a  mar- 


ket crash,  we  might  have  to 
think  twice,"  admits  one 
Fed  official. 

Greenspan's  real  worries 
may  spring  from  a  sense 
that  the  Fed  is  losing  control 
over  the  credit  markets. 
While  the  central  bank  holds 
great  sway  over  interest 
rates,  foreign  exchange 
rates,  and  lending  by  com- 
mercial banks,  it  is  unable  to 
regulate  the  flood  of  credit 
generated  on  Wall  Street 
that  accounts  for  an  ever 
larger  share  of  financing  for 
the  global  economy.  Fed  offi- 
cials realize  they  lack  the 
tools  to  temper  a  manic  mar- 
ket— even  one  that  could 
jeopardize  the  health  of  the 
economy. 

OTHER  MEANS.  This  year, 
corporations  will  raise  more 
than  $45  billion  in  new  funds 
through  initial  public  offer- 
ings, which  are  financed  in 
part  by  margin  borrowing  by 
investors.  Overall  margin 
lending  is  up  a  modest  8% 
this  year,  to  $83  billion. 
While  the  Fed  has  the  power 
to  set  limits  on  how  much  in- 
vestors can  boiTow  on  mar- 
gin, Fed  officials  recognize 
that  tightening  requirements 
would  have  limited  impact. 
The  reason:  Investors  now 
have  too  many  other  ways  to  make 
leveraged  bets,  such  as  options,  fu- 
tures, or  simply  borrowing  against 
then*  home  equity. 

In  the  end,  the  Fed  has  only  one 
blunt  instrument  to  fight  market  froth 
— a  boost  in  rates.  But  it  has  never 
used  a  rate  hike  to  break  a  spec- 
ulative fever  in  the  market,  and  Fed 
officials  seem  unwilling  to  do  so  now. 

So,  Greenspan  will  stand  on  firmer 
ground  if  he  returns  to  three 
decades  of  Fed  tradition.  No  Fed 
chief  had  publicly  voiced  concern 
about  the  stock  market  since  1965, 
when  William  McChesney  Martin  Jr. 
noted  "disquieting  similarities"  be- 
tween the  speculation  of  the  1960s 
and  that  of  the  1920s.  Martin  wasn't 
right  then,  and  it's  likely  Greenspan 
isn't  right  now. 

Foust  covers  the  Fed  in  Washington. 
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RETAILING 


DECK  THE  HALLS 
WITH  UNSOLD  PCs 

Computer  retailers  are  looking  at  a  Christmas  bust 


There  will  be  no  personal  computer 
under  the  Christmas  tree  at  the 
DeLaHaye  household  this  year.  In- 
stead, the  Pembroke  (N.  H.)  family  is 
sprucing  up  the  Packard  Bell  Electron- 
ics Inc.  machine  it  already  owns  with  a 
faster  modem  and  more  memory.  The 
difference  between  the  family's  two- 
year-old  multimedia  PC  and  current 
models  "wasn't  worth  throwing  a  whole 
computer  system  out  and  getting  a  new 
one,"  says  Dean  J.  DeLaHaye. 

For  the  nation's  electronics  retailers, 
which  count  on  Christmas  buyers  for 
the  bulk  of  their  annual  profits,  such 
thinking  is  sending  shock  waves  through 
the  business.  Ho-hum  products,  compe- 
tition from  a  new  generation  of  game 
players,  and  a  dwindling  market  of  up- 
per-income families  sans  PC  are  all  tak- 
ing their  toll  on  retailers  this  season. 
SLIM  MARGINS.  Same-store  PC  sales  at 
Best  Buy,  Tandy,  and  Circuit  City 
Stores  fell  2%  to  15%  in  November.  "pes 
are  soft  for  all  of  us,"  says  Robert  A. 
Gunst,  ceo  of  California  electronics  chain 
the  Good  Guys.  Such  results  are  an 
anomaly  in  a  booming  Christmas  selling 


season  for  retailers  in  general:  In  the 
two  weeks  following  Thanksgiving,  re- 
tailers posted  sales  1%  to  2.6%  higher 
than  last  year's  levels. 

In  computer  stores,  though,  soft  sales 
and  slim  profit  margins  are  forcing  a 
restructuring  of  the  $28  billion  business. 
Pressured  by  low  profits,  regional  elec- 
tronics chains  such  as  Dow  Stereo/Video 
in  San  Diego,  Sound  Advice  in  Dania, 
Fla.,  and  Magnolia  Hi-Fi  in  Seattle  quit 
selling  PCs  altogether  during  the  past  18 
months. 

Now,  the  troubles 
are  hitting  the  biggest 
players.  On  Dec.  10, 
Tandy  announced  plans 
to  close  its  McDuff  elec- 
tronics stores.  And  an- 
alysts say  Tandy  is  like- 
ly to  revamp  other 
outlets.  "I  think  Tandy 
might  be  getting  rid  of 
Incredible  Universe  and 
cleaning  up  Computer 
City,"  says  Janney 
Montgomery  Scott  Inc. 
retailing  analyst  and 


ANYBODY  HOME? 


HOME  PC  SALES 
GROWTH  RATES 

IN  UNITS 


A  PERCENT 

DATA:  ACCESS  MEDIA  INTERNATIONAL 


CHANGING 
PATTERNS 

Although 
home-PC  sges 
are  rising,  elm- 
puter  storey 
losing  bushes 
to  mail-ordi 
outfits 

vice-president 
search  Terry  N  '.x 
Tandy  wouldn't  .t 
nient.  In  Novtitu; 
Wal-Mart  Stonfto 
said  it  will  stojca 
rying  PCs  in  67!  )t ! 
3,500  stores  thiye< 

Consumer 
sales,  of  ejus 
aren't  falling  tbiu 
the  floor.  Qer 
home-PC  sale;:  w 
rise  17%  this  year,  to  9.7  millions 
according  to  market  researchers  .ece 
Media  International  (usa)  Inc.  ha 
just  one  point  off  last  year's  gpw 
rates.  What's  mere,  Toshiba  andisci 
which  are  new  this  year  to  U.  fcci 
sumer  PC  markets  are  attracting 
buyers  with  stylish  looks.  And 
retailers,  notably  Sears,  Roebuck 
say  sales  are  running  ahead  of  1 

But  buying  patterns  are  chag 
Electronics  stores  that  sprang  to  I 
nence  in  the  home-PC  boom  two 
ago  are  losing  sales  to  mail  ord'. 
cording  to  Access  Media,  mail-ore 
other  direct  purchases  will  accou 
13%  of  U.S.  home-PC  sales  thi| 
up  from  10%  in  1995. 

Consider  Ricky  Fluke.  Foj 
months,  the  Fort  Worth  (Tex.)  n 
health-care  worker  shopped  arounj 
new  machine  to  replace  his  two 
old  computer.  He  checked  out  the? 

in    Computer  I 
CompUSA,  and| 
Shack.  But 
weeks  ago, 
bought  his  newl 
Pentium  PC  direll 
Lucky  Compute™ 
a   small  Rich* 
(Tex.)  manufajl 
"For  the  pricejft 
for  this,  I  wouil 
gotten  quite  all 
at  the  big  retai  \ 
says. 

The  compui 
dustry  is  not  d< 
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;o  goose  holiday  sales,  either.  An- 
and  retailers  say  there's  a  dearth 
npelling  new  features  on  personal 
iters.  What's  more,  the  anticipat- 
troduction  Jan.  8  of  a  new  Intel 
microchip  for  multimedia  PCs  is 
ig  a  dent  into  sales  this  season,  as 
s  hold  off  in  anticipation  of  new 
cts. 

I  GLOOM.  Slowing  growth  in  the 
-PC  business  isn't  just  hitting 
rare  retailers.  In  consumer  soft- 

"overall  unit  sales  are  greater 
>t  by  as  much  as  we'd  hoped  for," 
Jeorge  D.  Grayson,  chief  execu- 
f  developer  7th  Level  Inc.  Last 
software  makers  benefited  from 
id  created  by  the  launch  of  Mi- 
t  Corp.'s  Windows  95.  There's  no 
jperating  system  this  year  to 
late  purchases.  And,  Grayson 
computer  makers  are  installing 
-quality  programs  with  their  ma- 

this  year. 

tat  weren't  enough,  the  PC  is  un- 
essure  from  a  new  generation  of 
ful  game  players.  On  Dec.  4, 
in  GT  Interactive  Software  Corp., 
sells  Doom  II  and  this  year's 
t  new  PC  game,  Quake,  tumbled 
(i  predictions  that  fourth-quarter 
/ould  fall  $25  million  to  $35  million 
Wall  Street  estimates  of  $150 

main  culprit:  strong  competition 
lsumer  software  spending  from 
do  64  and  SegaSaturn  game  ma- 
nage 64).  "The  games  console 
.  is  taking  some  of  the  focus  away 
he  PC,"  says  UBS  Securities  Inc. 
,  Michael  P.  Wallace.  This  Christ- 
he  quake  in  computer  retailing 
no  game. 

Gary  McWilliams  in  Houston, 
!  >ier  Burrows  in  San  Francisco 


SEMICONDUCTORS 


WILL  THIS 

CHIP  RECOVERY  STICK? 

Manufacturers  pull  out  of  a  slump,  but  trouble  spots  remain 


II  SPOT:  Stylish  looks  hare  been 
I  :ng  buyers  for  Sony  PCs 


The  downturn  was 
severe  but  the  re- 
covery was  swift. 
After  contracting  for 
much  of  1996,  the  semi- 
conductor business  is 
ending  the  year  on  an 
upbeat  note.  "We  think 
the  industry  has  bot- 
tomed out,"  says  Brian 
0.  Hilton,  worldwide 
marketing  director  for 
Motorola's  semiconduc- 
tor group.  Next  year, 
he  says,  "looks  a  lot 
better." 

The  signs  of  recov- 
ery are  unmistakable. 
On  Dec.  9,  the  Semi- 
conductor Industry 
Assn.  reported  that  its 
November  book-to-bill 
ratio — which  compares 
three  months  of  chip 
orders  to  shipments — 
showed  positive  growth  for  the  second 
month  in  a  row,  after  running  negative 
for  the  first  nine  months  of  1996.  New 
chip  orders  in  November  rose  6.3%  from 
October  levels. 

SEASONAL  SPIKE.  Relieved  investors  bid 
up  semiconductor  stocks  33%  between 
Nov.  1  and  Dec.  11.  And  projections  for 
1997  are  modestly  upbeat:  analyst 
Daniel  L.  Klesken  of  Robertson, 
Stephens  &  Co.  sees  overall  growth  of 
10%,  down  from  the  30%  increases  of  a 
few  years  back  but  a  big  improvement 
over  1996's  10.5%  revenue  decline. 
"There  is  a  clear  upswing  ahead,"  says 
Jean  Philippe  Dauvin,  chief  economist 
for  semiconductor  giant  scs-Thomson 
Microelectronics  Inc. 

Why  the  improvement  now?  Credit 
the  usual  fourth-quarter  seasonal  spike, 
buttressed  by  steady  growth  in  most 
segments  of  the  PC  business.  PC  makers 
have  worked  down  the  excess  stocks  of 
parts  they  carried  into  the  first  half  of 
1996  and  are  ordering  again.  "The  in- 
ventory situation  in  the  U.  S.  has  im- 
proved substantially,"  says  Vladi  Cat- 
to,  chief  economist  for  Texas 
Instruments  Inc. 

Some  parts  of  the  semiconductor  in- 
dustry, however,  are  still  looking  grim. 
The  weak  spot:  memory  chips.  A  con- 
tinuing oversupply  is  savaging  prices. 
Even  with  higher  unit  sales  in  1997, 


CHIP  UPSWING 


T.        JAN.  NOV  '96 

'96  PRELIMINARY 
COMPARES  CHIPS  SHIPPED  VS.  NEW  ORDERS 
DATA:  SEMICONDUCTOR  INDUSTRY  ASSN. 


predicts  the  sia,  dram 
revenues  are  expected 
to  fall  from  $24.6  billion 
this  year  to  $21.1  bil- 
lion in  1997,  a  13.9%  de- 
cline. Analyst  Mel 
Thomsen  of  Pathfinder 
Research  says  drams 
won't  likely  return  to 
their  fourth-quarter 
1995  peak  prices  until 
mid-1998.  One  reason: 
many  new  chip  facto- 
ries are  still  set  to 
open — especially  in  Tai- 
wan— which  will  keep 
manufacturing  capacity 
well  ahead  of  demand. 
Some  companies,  how- 
ever, are  canceling  or 
postponing  new  facili- 
ties. Micron  Technology 
Inc.  has  scotched  a  new 
dram  plant  in  Lehi, 
Utah,  and  several 
Asian  producers  have  announced  delays 
in  equipping  their  new  plants. 

Meanwhile,  most  other  segments  of 
the  semiconductor  business  are  grow- 
ing. Microprocessors  remain  strong:  In- 
tel recently  said  its  fourth-quarter  rev- 
enues could  climb  24%  to  a  record  $5.7 
billion,  propelling  1996  sales  past  the 
$20  billion  mark.  Growth  in  the  com- 
munications business,  especially  in  net- 
working and  wireless  devices — helped 
improve  second-fiscal-quarter  results  at 
National  Semiconductor  Corp.,  says 
Patrick  J.  Brockett,  executive  vice- 
president  for  worldwide  sales  and  mar- 
keting. But,  cautions  W.J.  "Jerry" 
Sanders  III,  the  chairman  of  Advanced 
Micro  Devices,  "cycles  will  always  be 
with  us." 

One  worrisome  trend  has  already 
appeared:  a  fourth-quarter  disappoint- 
ment in  home-PC  sales.  Last  year  at 
this  time,  overly-optimistic  Christmas 
PC  sales  forecasts  led  to  the  huge  in- 
ventory surpluses  that  sparked  the 
nine-month  correction.  But  softness  in 
retail  outlets  such  as  Circuit  City 
Stores  Inc.  and  Best  Buy  Co.  should  be 
offset  by  pes  sold  through  the  mail, 
says  Robertson,  Stephens'  Klesken.  If 
that's  the  case,  then  this  is  a  semicon- 
ductor-industry recovery  that  could 
stick. 

By  Andy  Reinhardt  in  San  Mateo 
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EXECUTIVE  SUITE 


IT  S  PRIME  TIME 

FOR  THE  MURDOCH  KIDS 

Which  one  will  fill  Dad's  shoes  at  News  Corp.? 


When  the  Murdoch  clan  gathers 
round  the  table  this  Christmas 
at  the  family's  oversize  Aspen 
(Colo.)  ski  lodge,  it  may  be  hard  to  tell 
the  holiday  festivities  from  a  business 
meeting.  This  year,  as  News  Corp. 
Chairman  Rupert  Murdoch  launches  into 
his  usual  ultracompetitive  game  of  after- 
dinner  charades,  the  contestants  will  in- 
clude three  new  members  of  his  top 
management  team. 

After  years  of  running  his  media  gi- 
ant. News  Corp., 
like  a  fiefdom,  the 
65-year-old  Murdoch 
is  showing  signs  that 
he  will  one  day  turn 
over  control  to  three 
of  his  four  children. 
In  recent  months, 
each  of  the  trio — 
Elisabeth,  28,  Lach- 
lan,  25,  and  James, 
23 — has  been  given 
a  high-ranking  job 
running  a  piece  of 
News  Corp.'s  far- 
flung  operations.  Not 
that  Papa  Mur- 
doch— who  took  con- 
trol as  a  22-year-old 
of  a  business  then 
consisting  of  a  cou- 
ple of  family-run 
newspapers  in  Aus- 
tralia— is  retiring.  "I 
really  haven't  given 
it  much  thought,"  he 
says.  "I  imagine  I'll 
be  around  for  a  while." 

Still,  that  hasn't  stopped  fellow  media 
moguls  from  handicapping  what  might 
be  a  10-  or  20-year  race.  By  most  insid- 
er accounts,  firstborn  son  Lachlan,  who 
shares  his  father's  conservative  politics, 
is  the  heir  apparent.  Like  his  dad,  he 
cut  his  teeth — albeit  briefly — on  news- 
papers. He  was  a  cub  reporter  for  The 
Times  of  London  in  the  summer  before 
his  1994  graduation  from  Princeton  Uni- 
versity. Just  after  graduating,  he  was 
appointed  general  manager  of  News 
Corp.'s  two-paper  Queensland  Newspa- 
per unit  in  Australia.  In  September,  he 
moved  up  the  corporate  ladder  to  man- 
aging director  of  News  Ltd.  of  Aus- 


tralia, and  in  rapid  order  also  was 
named  deputy  chairman  of  its  Asia- 
based  Star  Television  Ltd.  unit  and  a 
member  of  the  parent  company's  board. 

Like  each  of  the  Murdoch  kids,  Lach- 
lan is  studying  under  a  veteran  News 
Corp.  executive — in  his  case,  Australia 
head  Kenneth  E.  Cowley.  His  first  les- 
son: After  bidding  $300  million  to  start  a 
new  Australian  rugby  league  for  its  pay- 
tv  unit,  News  Corp.  then  had  to  wage 
an  expensive  and  ultimately  successful 


The  Vassar  grad  left  that  comp;y 
1992  and  worked  her  way  up  thj 
various  jobs  at  Fox  Television  Stao: 
Inc.'s  kstu  in  Salt  Lake  City  and  ttl 
company's  fx  cable  network. 

Considered  the  most  aggress* 
the  three  kids,  Elisabeth  prove  h 
dealmaking  skills  last  year  afteibi; 
ing  a  pau-  of  California  TV  stationB 
a  $31  million  loan  guaranteed  « 
father.  Elisabeth  and  her  Ghanaiapi 
husband,  Elkin  Pianim,  improve™ 
ings  30%  by  slashing  costs  and  blip 
in  racy  new  programming  to  sm 
younger  viewers.  The  pair,  who  m 
venture  capital  firm,  sold  the  sflj 
16  months  later  for  a  $12  million  ■ 
CREATIVE.  Little  brother  James,  <fl 
ered  by  some  News  Corp.  insidafc 
quickest  study  of  the  three,  rew 
the  creative  aspects  of  the  businB 
the  summer  of  1994,  while  at  Htl 


dynasty:  Anna  and  Rupert  Murdoch's  three  children  are  likely  to  take 
over  when  he  retires.  Elisabeth,  28,  is  general  manager  at  BSkyB;  Lach^ 
lan,  25,  (top  right)  is  at  News  Ltd.;  and  James,  23,  is  a  v-p  at  News  Corp. 


legal  battle  to  carry  the  games.  Lachlan 
also  is  the  most  outspoken  of  the  sib- 
lings about  wanting  to  run  the  company. 
"Yeah,  of  course  I  would,"  he  said  in 
an  interview  this  summer.  "Anyone 
would.  It's  probably  the  best  job  in  the 
world." 

If  Lachlan  has  serious  competition, 
it's  half  a  world  away,  in  London,  where 
his  sister  Elisabeth  is  apprenticing  under 
British  Sky  Broadcasting  Ltd.  Chairman 
Sam  Chisholm,  who  runs  the  satellite 
delivery  system,  which  is  40%  controlled 
by  News  Corp.  Elisabeth,  general  man- 
ager of  broadcasting  for  BSkyB,  began 
her  career  with  rival  media  mogul  Ker- 
ry Packer's  Nine  Network  in  Australia. 


University,  he  worked  on  the  set! 
Fox  movie  Rising  Sun.  Two  yea  : 
against  his  father's  wishes,  he  d 
out  of  college  and  started  the  I 
Entertainment  music  label.  The 
ny  launched  cutting-edge  hip-h 
rap  artists  such  as  the  Rose  Fair  ; 
Company  Flow,  and  Plastique 

In  early  December,  James  was 
News  Corp.'s  vice-president  for 
and  new  media,  heading  a  joint 
with  Japanese  rock  star  Tetsu 
muro  to  launch  a  major  Asian 
label.  James  also  is  expected  1 
Murdoch's  American  Sky 
satellite  service  create  a  compe 
mtv  Networks. 


Broad 
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th  the  company  juggling  high-risk 
takings  on  three  continents  and 
•  intense  competitive  pressure  at 
turn,  none  of  the  three  siblings 
older  half-sister,  Prudence,  is  not 
ed  with  the  company)  would  be 
to  take  the  top  job  immediately  if 
hing  unexpected  happened  to  Ru- 
in October,  the  News  Corp.  chair- 
who  controls  32%  of  the  company, 


named  a  five-person  office  of  the  chair- 
man that  includes  newly  appointed  co- 
Chief  Operating  Officers  Peter  Chernin 
and  Chase  Carey.  Murdoch's  novelist 
wife,  Anna,  who  sits  on  the  News  Corp. 
board,  would  likely  become  chairman 
until  one  of  her  children  could  take  over. 

Whatever  happens,  the  Murdoch 
brood  no  doubt  hopes  to  avoid  an  end- 
ing like  the  one  penned  by  Anna  M. 


Murdoch  in  her  book  Family  Business. 
In  that  fictional  tale,  a  media  empire 
comes  undone  and  is  sold  when  four 
greedy  children  fight  for  control  because 
their  father  died  without  choosing  a  suc- 
cessor. That's  probably  one  title  that 
won't  come  up  in  the  Murdochs'  cha- 
rades game  this  Christmas. 

By  Ronald  Grover  in  Los  Angeles, 
with  Stanley  Reed  in  London 


SAFE  IN  GENEVA 

Representative 
Richardson  with 
a  Red  Cross 
nurse  after  he 
brokered  her 
release  from 
rebels  in  Sudan 


I  RICHARDSON'S 

ST  TREACHEROUS  MISSION? 

laredevil  pol  could  parachute  into  the  Clinton  Cabinet 


keeps  popping  up,  Zelig-like, 
herever  Americans  are  being  held 
ptive  by  hostile  forces.  In  the 
tonth,  he  brokered  the  release  of 
lerican  jailed  on  spy  charges  in 
Korea  and  three  Red  Cross 
•s  detained  by  rebel  forces  in  Su- 
.  swashbuckling  commando,  per- 
Try  an  affable,  chubby-cheeked 
ssman.  The  man  with  the  mis- 
eight-term  New  Mexico  Demo- 
ill  Richardson. 

next  stop  for  Richardson,  49,  is 
inton's  Cabinet.  The  senior  mem- 
the  House  Intelligence  Commit- 
in  the  White  House  shortlist  for 
?rce  or  Energy  Secretary  or  U.  S. 
sador  to  the  United  Nations.  His 
tment  to  the  Energy  or  U.N. 
/ould  not  be  controversial.  But 
)emocrats  as  well  as  Republicans 
•ly  question  whether  Richardson 
i  management  skills  to  clean  up 
ndal-plagued  Commerce  Dept. 
I  President  values  more  than  just 
dson's  diplomatic  derring-do.  A 
r  of  the  Democratic  leadership 


on  Capitol  Hill,  he  is  a  trusted  adviser 
on  issues  from  trade  to  the  budget  and 
health  care.  Besides,  with  Transportation 
Secretary  Federico  F.  Pena  and  Housing 
&  Urban  Development  Secretary  Henry 
G.  Cisneros  on  the  way  out,  Clinton  is 
anxious  to  name  a  Hispanic  to  his  Cab- 
inet. Richardson,  whose  mother  is  Mex- 
ican, is  a  senior  member  of  the  con- 
gressional Hispanic  caucus. 
WORDS  OF  PRAISE.  Business  execs  who 
know  him  give  Richardson  high  marks, 
despite  his  close  ties  to  labor  and  envi- 
ronmental groups.  A  fiscal  moderate, 
Richardson  strongly  backed  the  North 
American  Free  Trade  Agreement  (nafta) 
and  a  constitutional  amendment  to  bal- 
ance the  federal  budget.  "I  think  he'd  be 
very  effective"  in  the  Cabinet,  says  Har- 
ry C.  Stonecipher,  ceo  of  McDonnell 
Douglas  Corp.  In  1995,  Richardson 
helped  free  two  McDonnell  engineers 
detained  in  Iraq,  after  three  months  of 
secret  negotiations  with  an  Iraqi  diplo- 
mat and  a  tense  meeting  in  Baghdad 
with  Saddam  Hussein. 

Richardson  wins  praise  for  his  efforts 


on  more  mundane 
business  matters,  too. 
For  example,  at  the 
urging  of  high-tech 
companies,  he  helped 
amend  a  provision  of 
a  global  trade  accord 
that  would  have  giv- 
en foreign  govern- 
ments the  right  to 
force  semiconductor 
makers  to  license  their  technology.  "He's 
a  nuts-and-bolts,  can-do  guy,"  says 
Michael  C.  Maibach,  a  vice-president  at 
Intel  Corp.,  the  largest  private  employ- 
er in  New  Mexico. 

On  Capitol  Hill,  Richardson's  reputa- 
tion is  mixed.  His  diplomatic  prowess  is 
widely  admired,  but  some  pols  regard 
him  as  a  showboater.  Trade  mavens  es- 
pecially are  gloomy  about  Richardson's 
possible  move  to  succeed  Mickey  Kantor 
at  Commerce  because  he  has  little  man- 
agerial experience  and  isn't  steeped  in 
economic  issues.  "There's  nothing  obvi- 
ous he  brings  to  the  job,"  says  one 
Washington  trade  expert.  But  State 
Dept.  officials  who  have  followed  his 
negotiating  exploits  say  Richardson  is  a 
quick  study.  And  he  may  be  able  to 
parlay  his  international  reputation  and 
diplomatic  smarts  into  commercial  deal- 
making  on  behalf  of  U.  S.  business. 

Navigating  different  cultures  comes 
naturally  to  Richardson,  who  spent  much 
of  his  childhood  in  Mexico  City,  where 
his  American  father  was  a  Citibank  ex- 
ecutive. As  a  New  Mexico  politician,  he 
has  had  to  mediate  disputes  between 
Navajos,  Apaches,  and  other  Native 
American  tribes — as  well  as  appeal  to 
his  sprawling  district's  politically  diverse 
Anglo  and  Hispanic  communities.  "Bill  is 
an  icon  in  New  Mexico,"  says  Richard 
Bloch,  a  real  estate  investor  and  Santa 
Fe  neighbor.  "He  has  really  been  able  to 
bridge  the  differences"  between  his  dis- 
trict's disparate  interests. 

Now,  Richardson  has  the  opportunity 
to  take  on  a  more  high-profile  role  as  a 
policymaker.  Political  analysts  say  he 
could  use  a  cabinet  post  to  buff  his  re- 
sume for  a  run  for  governor  in  1998. 
But  with  gop  knives  out  to  gut  Com- 
merce, Energy,  and  the  U.  N.  budget, 
wherever  he  lands,  Richardson  will  face 
another  rescue  mission. 

By  Amy  Bomis  in  Washington 
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THE  WHITE  HOUSE 


SOCKS,  MEET 
LANNY  THE  PIT  BULL 

The  new  special  counsel  is  itching  to  defend  the  Clintons 


To  many,  it's  the  worst  job  in  Wash- 
ington— defending  Bill  and  Hillary 
Clinton  against  assaults  over  White- 
water and  Donorgate.  The  daunting  dai- 
ly routine:  jousting  with  skeptical  re- 
porters, dodging  hostile  fire  from  Hill 
gop  foes,  and  squeezing  smidgens  of 
truth  from  tight-lipped  Clintonites. 

So  why  is  Maryland  lawyer  and 
Democratic  activist  Lanny  J.  Davis  so 
enthusiastic  about  taking  on  the  job  of 
White  House  special  counsel?  Friends 
say  his  fierce  devotion  to  his  longtime 
friends,  the  Clintons,  and  a  love  of  polit- 
ical combat  explain  why  the  Adminis- 
tration's new  scandal  spinmeister  couldn't 
wait  to  report  for  duty  on  Dec.  9. 
MESSAGE.  Davis,  50,  a  partner  at  Wash- 
ington's powerhouse  Patton  Boggs  LLP, 
says  he's  "totally  convinced"  of  the  Clin- 
tons' Whitewater  innocence.  And  the  self- 
confessed  workaholic,  whose  new 
$100,000  salary  represents  a  steep  pay 
cut,  is  itching  to  take  on  critics.  "The 
negative  on  me  is  that  I'm  an  attack 
dog,"  he  chuckles.  "I  am  a  pit  bull  when 
it  comes  to  people  who  dwell  on  specu- 
lation and  innuendo." 


The  choice  of  the  aggressive  Davis  to 
replace  the  low-key  Mark  D.  Fabiani, 
who  left  voluntarily  after  the  election  to 
direct  a  California-based  charitable  foun- 
dation, gives  an  indication  of  just  how  ea- 
ger the  Clintons  are  to  avoid  a  crippling 
ethics  scandal.  "The  message  is  that  they 
expect  [Republican]  attacks  and  they  are 
preparing  for  a  defense,"  says  Senator 
Joseph  I.  Lieberman  (D-Conn.),  who  has 
known  Davis  for  nearly  30  years.  Even 
Davis  says  the  President  is  "frustrated" 
at  what  he  sees  as  "the  gap  between 
perception  and  reality." 

In  some  ways,  Davis'  selection  mysti- 
fies many  insiders.  Though  a  skilled  liti- 
gator, he  is  a  relatively  small-time  re- 
gional pol  and  a  twice-failed  congressional 
candidate.  "He  gives  'hack'  a  bad  name," 
huffs  Republican  National  Committee 
Communications  Director  Ed  Gillespie. 

Democratic  detractors,  too,  call  Davis 
arrogant  and  hyperambitious  and  point  to 
controversies  during  his  congressional 
campaigns,  including  1976  literature  that 
incorrectly  described  him  as  a  cum  laude 
Yale  law  grad.  "Lanny  is  a  very  talented 
person  who  does  himself  in  because  he's 


DAVIS:  ''Totally  convinced"  ojk 
Clintons '  Whitewater  innocen 

a  little  too  slick  and  always  ij 
one  thing  too  many,"  says  Mara: 
I  developer  Blair  Lee,  a  longrr 
Democratic  foe.  Davis  acknowltJi 
"honest  mistakes"  two  decade^ 
but  says  he  has  never  delibere 
misled  anyone. 

SCHOOL  CHUMS.  Davis'  relatioi 
with  the  Clintons  dates  to  theiil 
Law  School  days,  when  he  anc3 
Clinton  campaigned  for  anl^i 
Connecticut  Democrats.  They  rpi 
in  1980,  when  Clinton  contempt! 
running  for  Democratic  Natj? 
JH  Committee  chairman.  Davis  pk-jp 
wEa  his  support  and.  began  contribfo 
to  Clinton  campaigns. 

Comfortable  with  his  rokf; 
lawyer,  lobbyist,  and  local  radio  m 
mentator,  Davis  says  he  never  cci 
ered  a  White  House  job.  But  wheif 
New  York  Times'?,  William  Safim— 
nounced  Hillary  Clinton  as  "a  congB 
liar"  in  a  Jan.  9  column,  "I  got  [$■ 
off,"  recalls  Davis.  He  called  Fabian  By 
at  his  own  suggestion,  appeared  oifr 
tional  TV  and  radio  to  defend  his 
While  the  First  Family  clearly 
fortable  with  having  a  buddy  as 
ethics  apologist,  aides  say  therejs 
more  to  Davis'  selection.  White  I>« 
Press  Secretary  Michael  D.  Mc(l 
notes  that  the  President  "wanted  :B 
one  smart,  savvy,  press-friendly,  :  ':: 
lawyer  who  knows  the  legal  iss 
Davis  fits  the  bill,  says  former  IsM 
gomery  County  (Md.)  Democratic  ( 
man  Stanton  Gildenhom.  "He  ca, 
legal  issues  into  language  that  p 
understand,"  Gildenhom  says. 

Credibility,  though,  is  the  key. 
ani's  was  damaged  after  he  lost 
temal  White  House  debate  over  r 
ing  explanations  of  meetings  bel 
the  President  and  Democratic 
James  T.  Riady.  The  White  Hous- 
tially  said  the  chats  were  social, 
later  was  revealed  that  foreign 
and  trade  issues  were  mentioned. 

As  a  longtime  family  friend, 
may  avoid  some  of  those  frustrc 
But  he'll  need  all  his  persuasive  k 
to  convince  Hill  Republicans  and  ff 
cious  journalists  that  he's  not  simple 
bull  hired  to  protect  the  guilty. 

By  Richard  S.  Duli< 
in  Washa 


Though  a  skilled  litigator,  Davis  is  a  relatively  small-tim 
pol.  Says  one  GOP  operative:  "He  gives  'hack'  a  bad  nam 
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The  Newest  Name  In 


Transportation 


sn't  Born 


Yesterday 


■  Meet  CNF  Transportation:  a  $4  billion  diversified  transportation  and  logistics  company, 
formerly  known  as  Consolidated  Freightways,  Inc.  We're  a  new  company  with  67  years  of 
experience.  ■  And  while  we're  proud  of  our  past,  the  challenges  of  the  future 
demand  a  new  view  of  transportation.  One  in  which  ideas  carry  as  much  weight  as 
trucks,  trains,  ships  or  planes.  B  That's  why  we've  streamlined  our  operations  to 
focus  on  the  true  growth  opportunities  in  transportation  and  logistics:  providing  flexible 

solutions  that  respond  to  the  realities  of  a  more  demanding 
world  marketplace.  Matching  ideas,  technology  and  global 
resources  to  maximize  supply  chain  efficiency.  ■  Our  growth 
engines  are  three  quality  businesses:  Emery  Worldwide,  Con-Way 
Transportation  Services  and  Menlo  Logistics,  each  a  proven  market  leader.  Along  with  Road 
Systems  and  VantageParts,  they  employ  more  than  22,000  people  in  95  countries,  and  operate 
25,000  pieces  of  equipment  -  including  a  fleet  of  over  100  jet  freighters.  Together,  they've 
enjoyed  a  record  of  growth  and  profits  rarely  seen  in  our 


Con-Way  Transportation  •  ... 

Services:  Time-definite  SB^I 
industry.  The  reason  is  simple:  service  that  goes  far       less-than-truckload,     '  £^^J|, 

full-truckload 

beyond  what  customers  have  come  to  expect  of  tradi-       and  expedited 

services. 

tional  "freight"  companies.  ■  It's  fitting  that  our  new 
name,  CNF,  is  the  symbol  by  which  we've  always  been  known  on  the  New  York  Stock  Exchange. 
It  signifies  our  commitment  to  service  excellence  and  superior  financial  performance.  After 
all,  meeting  the  transportation  needs  of  tomorrow  takes  a  company  that  wasn't  born  yesterday. 


OIF 


TRANSPORTATION 

Where  ideas  carry  weight 


ry  Worldwide  ♦  Con-Way  Transportation  Services  ♦  Menio  Logistics  ♦  Road  Systems  ♦  VantageParts  ♦  Corporate  Headquarters:  Palo  Alto,  California  http://www.cni.com 


If  you're  very  lucky,  there  will  be  a  few  moments  in  your  career  when 
the  people  who  really  matter  think  you're  an  absolute  genius.  And  if 
you're  about  to  upgrade  to  computers  with  Pentium*  Pro  processors 
and  convert  your  company  to  Windows  NT',  the  next  such  moment 
could  be  arriving  sooner  than  you  expected.  That  is,  if  you  make  the 
extraordinarily  brilliant,  wunderkind-like  decision  to  choose  the  AST" 
Bravo  MS-T  Pro. 

The  power  everyone  wants. 

The  Bravo  MS-T  Pro  comes  with  amazing  technology  like  the  Matrox 
Millennium  graphics  card.  And  with  the  Pentium*  Pro  processor,  it's  a 
breeze  to  run  popular  business  programs— in  1 6  or  32  bit  format— up 
to  64°/b  faster  than  you  run  them  now.  To  enhance  productivity  even 
more,  there's  AST  IntraAccess  ■  complete  Intranet/ Internet  software. 

'  Estimated  selling  price,  monitor  not  included  Actual  pnce  may  jary  Contact  resellers  tor  details  ©1996  AST  Research.  Inc  AST  is  a  registered  trademark 


Amazing  technology.  Amazingly  affordable. 

$1 ,999*.  (Sorry  if  we  shocked  you.)  That's  close  to  a  thou;b 
less  than  many  comparable  competitive  models.  Which  ke 
can  have  exactly  what  you  want,  and  a  lot  more  of  it  than  yj 
Business  should  be  this  easy. 

Don't  expect  the  usual  service.  Expect  more. 

To  prove  how  eager  we  are  to  keep  you  happy,  AST  Exprr'S 
provides  the  fastest,  most  flexible  service  around.  We'll  usiilK 
your  call  in  a  minute  or  less.  And  if  you  need  parts,  wep 
them  in  a  day.  For  a  reseller  near  you  call  us  at  800-876-"S 
www.ast.com  We'd  be  happy  to  answer  your  question1  a 
AST  Bravo  MS-T  Pro.  And  more  than  happy  to  welcome  i 

Computer,  the  AST  logo.  AST  CommandCentet.  AST  IntraAccess  and  AST  BipressService  and  Where  Things  are  Happening'  aretimae 


e  $10,000,000  client. 


The  guy  who  brought  in  the  $10,000,000  clien 


1.999 


i  i  i  ■  i  ■  it  t  r  •  ii  i  i.i  it  i  %  i 


f  9  A 


YV 


For  a  free  copy  of  our  IDC  white  paper, 
"Successfully  Migrating  to  Next  Generation 
PCs",  call  us  at  1  -800-447-0023,  ext.  100. 


ISO  and  200  MHz  Pentium"  Pro  processors,  Matrox  Millennium  graphics 
with  2  MB  WRAM  upgradeable  to  8MB,  SX  CD-ROM, 
Intel  EtherExpress''"  Pro  W/100  PCI  adapter  on  select  models, 
Microsoft  Windows  NT  Workstation  4.0, 
AST  CommandCenter"',  AST  IntraAccess. 


COMPUTER 
Where  things  are 


itel  Inside  logo  are  registered  trademarks  and  the  Pentium  Pro  processor  logo  is  a  trademark  of  Intel  Corporation  All  other  products  or  services  mentioned  herein  may  be  trademarks  or  registered  trademarks  of  their  respective  owners  Information  subject  to  change  without  notice 
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AUTOS 


NOT  YOUR  FATHER'S 
CORVETTE 

It's  being  toned  down  and  refined  to  take  on  European  rivals 


For  decades,  Corvettes,  with  their 
aggressive,  low-slung  styling  and 
snarling  V-8s,  have  been  the  ulti- 
mate in  red-blooded  American  sports 
cars.  Buyers,  though,  had  to  accept 
hefty  trade-offs:  a  jolting  ride,  a  ca- 
cophony of  squeaks  and  rattles,  and 
quarters  so  cramped  that  a  gm  execu- 
tive once  joked  that  when  driving  his 
'Vette,  he  had  to  choose  between  riding 
with  his  wife  or  his  golf  clubs. 

Chevrolet  is  counting  on  its  first  new 
Corvette  in  14  years  to  change  that  im- 
age for  good.  Sure,  the  division's  flagship 
car,  which  went  into  regular  production 
at  General  Motor  Coip.'s  Bowling  Green 
(Ky.)  plant  on  Dec.  9,  boasts  345  horses 
under  the  hood.  But  it  also  promises 
toned-down  styling,  more  genteel  road 
manners,  and  a  comfier  interior.  Ana- 
lysts and  auto  waiters  who  have  driven 
the  car  say  its  greater  sophistication 
will  attract  new  buyers  from  outside 
Corvette's  macho  circle.  Says  Ken  Zino, 
Road  &  Track's  Detroit  editor:  "You  no 
longer  need  a  tattoo  to  buy  one." 

Even  better,  in  Wall  Street's  eyes,  is 
that  GM  accomplished  all  that  on  a  rela- 
tive shoestring.  Although  development 
of  the  Corvette  dragged  on  for  eight 
years  and  was  frozen  several  times 
when  capital  ran  low,  the  car  stuck  to 
its  $250  million  budget— $150  million  for 
development  and  $100  million  for  tooling 


and  equipment.  Chevy  is  expected  to 
price  the  new  Corvette  close  to  the  out- 
going model.  That  would  mean  sticker 
prices  starting  near  $38,000,  with  well- 
equipped  cars  going  for  $42,000  or  more. 
Independent  auto  consultant  Christo- 
pher W.  Cedergren  figures  gm  will  rake 
in  gross  margins  as  high  as  $8,000  on 
each  new  Corvette. 

To  get  those  kinds  of  profits,  gm 
needs  to  sell  25,000  or  30,000  Corvettes 
annually,  a  substantial  increase  from  the 
old  model's  20,000-a-year  volume.  Get- 
ting there  will  be  difficult.  Corvette  al- 
ready owns  39%  of  what  it  calls  the 
"high  sport"  market,  which  includes  the 
Porsche  911,  Toyota  Supra,  Acura  nsx, 
and  Dodge  Viper.  But  Corvette  faces 
stiff  competition  from  a  wave  of  new 
European  sports  cars  now  arriving:  the 
Jaguar  XK8,  BMW's  Z3  two-seater,  Mer- 
cedes' slk  convertible,  and  Porsche's 
Boxster  roadster. 

LOW-TECH?  Still,  the  new  Corvette  is 
better  prepared  for  the  fray  than  its 
predecessor.  Engineers  improved  the 
ride  and  eliminated  rattles  and  creaks 
by  making  the  chassis  four  times  more 
rigid.  And  they  dropped  the  car's  step-in 
height  by  four  inches,  making  entry  and 
exit  far  easier.  Trunk  space  was  dou- 
bled, making  the  Corvette  more  practi- 
cal for  hauling  suitcases  and  grocery 
bags. 


To  keep  the  new  Corvette  affomle 
Chevy's  designers  pinched  penniesAc 
cording  to  James  Schefter,  author  cAl 
Corvettes  Are  Red,  thrifty  engiier 
borrowed  parts  and  systems  from  he 
gm  cars  and  used  a  traditional  pusroi 
design  in  the  aluminum  V-8  insteaof 
more  expensive  multivalve,  overla 
cam  system.  On  the  assembly  iinetf 
Corvette  also  will  cost  less.  Itsfe 
fewer  parts  and  more  efficient  d$ 
will  knock  assembly  time  from  64  Kin- 
down  to  about  45,  cutting  labor  co-,-  b 
about  28%,  to  $1,920  per  car. 

For  all  its  improvements,  |th 
Corvette  remains  a  hard  sell  for  nr. 
fans  of  European  cars.  Bruce  Weie' 
strom,  a  Greenwich  (Conn.)  marm 
and  auto  enthusiast,  is  dubious  m 
Corvette's  old-style  push-rod  en!n* 
"We're  turned  on  by  overhead-carer 
gines  and  all  the  technological  bellar. 
whistles,"  he  says,  "gm  has  tcgt 
Corvette  on  the  shopping  list  of  p»pl 
who  buy  imports." 

gm  has  planned  plenty  of  hoop  i 
hopes  of  snagging  their  attention  R 
Corvette  will  debut  at  the  Detroit; 
Los  Angeles  auto  shows  in  early  ,ini 
ary.  Then,  later  this  winter,  theO 
plus  high-volume  Chevy  dealersvh 
get  the  first  cars  out  of  Bowling  (ee 
will  hold  special  invitation-only  u:hei 
ings  for  customers. 

Of  course,  German  auto  maker: w 
be  touting  the  new  Boxster  and  Sit  o 
the  auto-show  circuit,  too.  The  intm; 
tional  contest  is  shaping  up  \ 
matchup  worthy  of  Formula  Onett 
ing.  Says  DRi/McGraw-Hill  analystl.ii 
coin  Merrihew:  "It's  classic  Amera 
iron  vs.  European  sophistication." 
tlemen,  start  your  engines. 

By  Kathleen  Kerurin  in  D 


HOW  GM  CUT  COSTS  ON  THE  NEW  VETTE 

►  In  designing  an  electroni-   ►  Reduced  the  number  of     ►  Cut  hours  to  build  by 


cally  controlled  aluminum 
V-8,  engineers  kept  the  old 
push-rod  system  instead  of 
introducing  an  overhead 
cam  design 

mm 


parts  by  34%,  to  about 
2,800 


30%,  from  64.4  to  45.1 
hours  per  car,  reducing  labor 
costs  from  $2,680  per 
vehicle  to 
$1,920 


►  Adapted  components 
and  systems  from  other 
vehicles,  including  variab 
speed  steering  from 
Oldsmobile's  Aurora  and 
high-tech  suspension  fror 
Cadillac 

DATA:  ALL  CORVETTES  ARE  RED,  BW.  GM 
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On  January  1,1997 
The  Next  Century  Begins. 


We  seem  to  be  a  little  ahead.  But  then  we  always 
have  been. 

Twentieth  Century  Mutual  Funds  and  The  Benham 
Group  are  well-known  as  forward  thinkers. 

Now  we  have  combined  our  investment  strengths 
into  something  new  and  more. 

Starting  January  1,  there  will  be  something  bigger 
and  better  than  the  both  of  us.  We  believe  it  will  put 
you  even  farther  ahead. 

American  Century.  Investing  in  your  future. 


American 
Century 


americancentury.com 


In  Business  This  Week 
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SADDAM  IS  BACK 
IN  CRUDE.  SO  WHAT? 

THE   MAIN  THING  SPOOKING 

oil  markets  during  the  past 
few  years?  The  prospect  of  a 
flood  of  Iraqi  exports  setting 
off  a  price  collapse.  Now,  six 
years  after  the  U.N.  imposed 
strict  sanctions  on  Iraq,  an 
oil-for-food  deal  between 
Baghdad  and  the  U.  N.  has 
finally  put  Saddam  Hussein 
back  in  crude  production.  But 
don't  expect  bargains  at  the 
pump.  Although  prices 
dropped  somewhat  when  Sad- 
dam turned  on  the  pipeline 
out  of  northern  Iraq  on  Dec. 
10,  oil  is  still  running  $5  a 
barrel  more  than  a  year  ago. 
The  reason:  Demand  is  high 
because  of  cold  weather  in 
Europe  and  the  U.  S.  Also, 
the  U.N.  will  cap  Iraqi 


CLOSING  BELL 


WEB  CLIMBING 

A  year  after  Microsoft  got 
"hard-core"  about  the  Inter- 
net, investors  still  are  fence- 
sitting.  On  Dec.  9,  its  shares 
jumped  7%,  thanks  to  the 
imminent  relaunch  of  its 
Microsoft  Network  as  a 
promising  World  Wide  Web 
site.  The  next  day,  its  stock 
rose  4%  more,  until  Netscape 
Communications  struck  back, 
announcing  a  deal  with  five 
Bell  phone  companies  to  offer 
Netscape's  Web  browser  with 
their  Internet  service.  The 
result:  Microsoft's  stock 
closed  up  just  %,  at  81& 
Netscape's  rose  3,  to  63. 
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exports  at  around  500,000 
barrels  a  day,  less  than  20%  of 
capacity. 

LOPEZ  FACES 
GERMAN  CHARGES 

Volkswagen's  byzantine 
misadventure  with  former 
purchasing  chief  Jose  Ignacio 
Lopez  de  Arriortua  took  a 
downward  turn.  As  expect- 
ed, German  prosecutors  on 
Dec.  11  charged  Lopez  with 
embezzlement  and  stealing 
secret  General  Motors  docu- 
ments. Lopez'  lawyers  say 
their  client  is  innocent  and 
will  ask  the  Darmstadt  court 
to  dismiss  the  case,  vw  says 
Lopez'  being  indicted  alone 
proves  there  was  no  con- 
spiracy involving  other  offi- 
cials. Still,  the  German  pro- 
ceedings fuel  gm's  continuing 
civil  suit  in  the  U.S.,  where 
the  company  is  expected  to 
seek  $4  billion  in  damages, 
vw  officials  admit  they  are 
extremely  concerned  about 
the  action,  which  c  eo  Ferdi- 
nand Pieeh  has  sought  to 
settle  out  of  court.  So  far,  gm 
hasn't  budged. 

SUN  WAKES  UP  AND 
SMELLS  THE  JAVA 

IS    MICROSOFT   ABOUT  TO 

hijack  Sun  Microsystems'  hot 
Java  software?  Not  if  Sun  can 
help  it.  Microsoft,  a  licensee  of 
the  software  for  creating 
Internet  programs,  has  been 
adding  its  own  wrinkles  to 
Java,  making  it  run  faster — 
but  only  on  its  Windows  oper- 
ating software.  On  Dec.  11, 
Sun  drew  a  line  in  the  sand.  It 
announced  plans  to  test  and 
certify  Java  programs  so 
they're  sure  to  run  on  any 
hardware  or  software,  not 
just  Windows.  The  move  is 
backed  by  IBM,  Netscape 
Communications,  Apple  Com- 
puter, Oracle,  and  some  100 
others — but  not  Microsoft.  It 
says  there's  nothing  wrong 
with  its  efforts  to  make  Java 
work  better  with  Windows. 


HEADLINER:  KATHARINE  ABRAHAM; 


DEAD  CALM  IN  THE  EYE  OF  THE  CPI ST0R 


Katharine  Abraham  has 
$190  billion  on  the  line. 
Economists  recently  found 
that  the  consumer  price 
index  overstates 
inflation  by  1.1 
percentage 
points  a  year — 
costing  billions 
in  extra  cost-of- 
living  outlays. 
As  Bureau  of 
Labor  Statistics 
commissioner,  Abra- 
ham must  make  the  cpi 
more  accurate. 

Abraham,  42,  is  unper- 
turbed. The  bls  was  first  to 
recognize  the  cpi's  weak- 
nesses, she  says,  and  bls 
will  fix  them  without  wor- 
ring  about  political  or  bud- 
getary effects.  "Our  job  is 
to  produce  the  best  possi- 
ble cpi,"  she  says.  Indeed, 


Abraham  has  "weathered 
this  storm  by  treating  it 
a  professional  issue,  not 

personal  criticism,"  saj 
#5Ste    Labor  Secretary 
Robert  Reich, 
who  tapped  tto 
Harvard- 
trained  econo 
mist  to  head  tr 
bls  in  1993.  V 
Abraham's  aft 
^■'^  in  the  hole:  SincM 
Richard  Nixon  got! 
burned  for  trying  to  huslf 
up  unemployment  num-  |i 
bers,  politicians  don't  dan 
tamper  with  the  bls.  So  I 
Congress  and  the  AdminB 
tration  won't  risk  telling  I 
the  bls  how  to  figure  a  I 
new  cpi.  With  such  protej 
tion,  Abraham's  calm  wil 
remain  unshaken. 

By  Mike  McNan 


A  POWERFUL  BOOST 
FOR  IRIDIUM 

MOTOROLA  IS  ROLLING  OUT  A 
big  gun  to  back  a  multibillion- 
dollar  bet  on  satellite  com- 
munications. Edward  Staiano, 
who  as  president  of  Motoro- 
la's General  Systems  Sector 
created  a  cellular  power- 
house, will  leave  on  Jan.  1  to 
head  Iridium,  a  venture  sup- 
plied and  25%  owned  by 
Motorola.  In  January,  Iridium 
will  launch  the  first  of  a  66- 
satellite  system,  expected  to 
cost  $4  billion,  that  will  pro- 
vide voice,  data,  and  paging 
services.  It  also  expects  to  go 
public  in  1997. 

MAYBE  A  PG- 13 

FOR  OPRAH  

THE  BATTLE  OVER  TV  RATINGS 

has  heated  up.  Under  a  law 
passed  early  this  year,  TV 
execs  must  devise  a  system 
for  rating  programs  to  help 


parents  monitor  what 
kids  watch.  An  indu 
group  working  on  the 
posal,  headed  by  movie] 
ings  czar  Jack  Valenti,  fa 
a  system  that  would  I 
programs  based  on  their 
ability  for  certain  age  grc 
as  movies  do.  But  child) 
advocates  want  warni 
specifically  about  violen 
sexual  content.  The  Fee 
Communications  Commit 
must  approve  the  propos 
seek  more  stringent  i 
sures  by  early  1997. 


ETCETERA... 


"'I 


■  Hardware  stores, 
ServiStar  and  Cotter's 
Value  co-ops  will  mergeft 

■  Digital  Equipment  lc 
$5.3  million  carpal-tui 
syndrome  liability  suit 

■  Insurance  broker  Aon 
buy  Alexander  &  Alexa 
Services  for  $1.2  billion 

■  Elmo-mania:  A  Flc 
woman  paid  $3,500  for 
ticklish  but  scarce  doll 
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Ull  designed  the  first  intranet 
back  when  people  thought 

intranet  was  a  ty  pO. 


The  intranet.  Everyone's  talking  about  it,  but  tew  are  taking  advantage  of  it.  Whether  you're  talking  business-to-business,  or  business- 
consumer.  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  with  the  products,  service 
and  support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra  '  servers  and  key 


partnerships,  to  the  revolutionary  Java' '  technology,  and  Solstice  SunScreeri  and  Solstice  FireWall- 
experts-we  helped  invent  it.  To  learn  more,  contact  http://www.sun.com  or  1-800-786-0785,  Ext.  370.    the  network  is  the  computer- 


•Jose  Genet  Hoyo  de 
Monterrey  Excaliber 


Cifuentes  y  Cia  Partaf. 
1845  Limited  Reserve 


Fonseca  Imp 


The  right  blend  can 
also  create  a  rewarding  portfolio. 


The  best  cigars  are  created  when  the  whole  is  greater  than  the  sum  or 
the  parts.  Blend  is  everything.  The  right  combina- 
tion is  also  essential  when  managing  your  personal 
assets.  Which  is  why  significant  investors  rely  on  the 


The  Private  Bank 


techniques,  supported  by  innovative  information  technology 
communications  systems,  and  in-depth  knowlee 
global  financial  markets.  If  you  have  substantial 
to  invest,  call  Peter  E.  Guernsey  at  (212)  649-l(p 


expertise  of  Union  Bank  of  Switzerland.  UBS'  portfolio  management 
team  provides  clients  with  the  most  up-to-date  asset  allocation 


Roger  Wacker  at  (213)  489-0600.  Find  out  why  core  portfti 
managed  by  UBS  have  meant  financial  security  for  general: 


Union  B.ink  of  Switzerland,  1145  Avenue  of  the  Americas,  New  York.  NY  10105.  Telephone:  (212)  r,4<)-7  too 
Union  B.m U  ol  Switzerland,  444  South  Flowei  Street,  I  os  Angeles,  <  ;A  W07I  Telephone:  (213)489-0600 
Othei  offices  ol  Union  B.mk  ol  Switzerland  and  its  affiliates  in  Nonli  America:  Chicaeo.  Houston,  s.m  Fi 


Toronto.  Montre.il 


rashington  Outlook 


ED  BY  OWEN  ULLMANN 


IN  NICKLES: 

MAN  FOR  ALL  REPUBLICANS? 


m  Nickles  knows  all  about  cleaning  up  after  other  peo- 
ple. As  a  student  at  Oklahoma  State  University,  he 
formed  his  own  janitorial  business.  And  though  he's 
a  U.  S.  senator  for  16  years,  he's  still  prepared  to  mop 
ttential  messes  as  Senate  Republican  Whip  and  top  lieu- 
it  to  Majority  Leader  Trent  Lott  (R-Miss.). 
t  Nickles,  48,  is  ready  to  show  that  being  No.  2  isn't  just 
i  work.  While  Lott  hones  the  deal-cutting  reputation 
.rned  after  replacing  Bob  Dole  in  June,  Nickles  is  carv- 
at  his  own  niche  as  high-profile  defender  of  conservative 
rinciples.  In  recent  weeks,  he's  spoken  out  against  mod- 
•  the  tough  welfare-reform  bill  passed 
le  last  Congress,  pressed  Attorney 
ral  Janet  Reno  to  name  an  indepen- 
counsel  to  probe  "serious,  significant 
is"  by  Democratic  fund-raisers,  and 
i  as  "ridiculous"  bipartisan  calls  for  a 
•ibbon  commission  on  Medicare.  "He 
c  Lott's  conscience  with  the  conser- 
3S,"  predicts  Charles  Cook,  publisher 
;  nonpartisan  Cook  Political  Report. 
ieeps  Lott  from  getting  too  far  out 
in  the  consensus-building  role." 
ING  FAST.  Friends  and  foes  alike  see 
iership  strategy  unfolding:  Nickles 
pply  rhetorical  pressure  so  that  Lott 
iders  as  little  conservative  ground  as  possible  in  cutting 
with  the  White  House.  "Publicly,  he's  more  aggressive 
Trent  Lott,  even  though  they  are  close  ideologically," 
David  Mason,  vice-president  for  government  affairs  at 
mservative  Heritage  Foundation.  "There's  a  little  bit  of 
cop/bad  cop"  in  the  relationship,  Mason  says, 
it's  fine  with  movement  stalwarts,  whose  distrust  of 
ilishment  conservatives  such  as  George  Bush  and  Bob 
was  deep.  But  right-leaning  activists  say  they  are 
g  to  give  Lott  and  Nickles  maneuvering  room.  With 
ratings  from  abortion  foes  and  small-business  groups, 


LOTT  AND  NICKLES:  Friendly  ex-rivals 


and  strong,  personal  relationships  with  Republican  moder- 
ates, "Nickles  is  trusted  by  all  elements  of  the  coalition," 
says  Marty  Dannenfelser  of  the  Family  Research  Council,  a 
conservative  think  tank. 

For  his  part,  Lott  has  tried  to  build  close  bonds  with 
Dole  protege  Nickles — something  the  defeated  Republican 
Presidential  candidate  never  did  with  his  deputy,  Lott.  The 
new  gop  leader  has  promised  his  Sooner  sidekick  more  staff, 
prime  office  space,  and  a  fancy  new  title:  Assistant  Majority 
Leader.  Nickles,  who  was  outmaneuvered  by  Lott  for  Dole's 
job,  has  responded  by  embracing  his  ex-rival.  "Nickles  is  on 
the  team,"  says  U.  S.  Chamber  of  Com- 
merce lobbyist  Lonnie  P.  Taylor.  "He 
knows  Lott  is  the  leader.  There's  no  hes- 
itation or  reservation." 
SOME  STRAINS.  Still,  friends  say  Nickles, 
who  ran  his  family's  machine-parts  busi- 
ness before  joining  the  Senate,  yearns  to 
be  top  dog  one  day.  Some  Republicans 
see  Lott  as  Presidential  timber,  and  pres- 
sure may  mount  on  the  Magnolia  State 
Republican  to  leave  the  Senate  in  2000  to 
run  in  the  gop  primaries,  as  Dole  did  in 
'96.  To  solidify  his  position  as  heir  appar- 
ent, Nickles  may  try  to  establish  a  bolder 
Senate  identity — pushing  more  aggres- 
sively than  Lott  has  for  pet  issues  such  as  regulatory  relief 
for  business,  tax  reform,  and  a  constitutional  prohibition  of 
abortion.  He  may  also  lead  the  charge  to  save  the  Religious 
Right's  cherished  child  tax  break  from  falling  victim  to  any 
balanced-budget  compromise. 

Some  strains  are  inevitable  between  the  two  deeply  con- 
servative political  veterans.  But  Nickles  knows  that  the 
best  way  to  position  himself  for  the  top  job  is  to  perform 
well  in  his  current  post — and  perhaps  even  help  the  ambi- 
tious Lott  move  onward  and  upward. 

By  Richard  S.  Dunham 


APITALWRAPUP 


WELFARE  BEHIND  BARS 


LIC  AHEAD  OF  THE  POLS 

1  though  the  pols  are  still  afraid  to 
|  3  with  Social  Security,  a  new  sur- 

finds  strong  support  for  overhaul- 
I  ;he  system.  A  Nov.  9-11  poll  of 

)  voters  conducted  for  the  centrist 
1  locratic  Leadership  Council  found 

I  67%  of  respondents  favored  struc- 
i  1  changes  in  the  retirement  system 

I I  people  invest  part  of  their  sav- 
Ij  themselves.  Only  25%  preferred 
1  ting  the  existing  system  and  mak- 
'  t  solvent  long-term  by  cutting 

)  (fits  or  raising  taxes. 

I  


►  After  23  years  of  congressional  prod- 
ding, the  Social  Security  Administra- 
tion is  writing  rules  to  end  welfare 
payments  to  jail  inmates.  Prisoners 
now  receive  up  to  $470  a  month  under 
the  Supplemental  Security  Income 
program.  The  change  follows  a  Gener- 
al Accounting  Office  check  of  14  state 
jails  last  August.  It  found  that  3,000 
inmates  had  collected  $5  million.  The 
new  welfare  reform  act  provides 
bonuses  to  sheriffs  who  help  the  SSA 
pare  prisoners  from  welfare  rolls. 


PLAYING  RUSSIAN  ROULETTE 

►  Will  nasa  dump  its  Russian  space- 
station  partners?  Because  of  funding 
shortages,  Moscow  is  at  least  eight 
months  behind  in  building  a  key  ser- 
vice module  for  the  $17  billion  station. 
So  NASA  is  considering  temporarily  or 
permanently  substituting  U.  S.  equip- 
ment for  Russian  hardware.  Sticking 
with  the  original  plan  will  mean  con- 
stant problems,  but  ending  the  alliance 
would  add  at  least  three  years  and  bil- 
lions to  the  project,  nasa  likely  will 
help  Russia  as  much  as  possible. 
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International  Business 


Will  C.H.  Tung 
really  stand  ||ggf 
up  for  the 
territory-orjust 
be  a  figurehead? 

When  Simon  Murray,  Deutsche 
Bank  Group's  executive  chair- 
man for  Asia,  had  a  family 
problem,  he  turned  to  his  old 
buddy,  shipping  magnate  C.  H.  Tung. 
Murray's  son  wanted  to  marry  a  Chi- 
nese woman  from  Taiwan,  but  her  fam- 
ily objected  to  an  East-West  marriage. 
The  personable  Tung  "handled  the  situ- 
ation in  a  very  statesmanlike  manner," 
smoothing  the  way  for  the  1993  wed- 
ding, says  Murray.  "I  regard  him  as  a 
very  well-balanced  guy,  which  is  just 
what  |  Hong  Kongl  needs  at  this  point." 

And  that's  just  what  Hong  Kong  is 
going  to  get.  On  Dec.  11,  in  a  cavernous 
hall  at  the  Hong  Kong  Exhibition  Cen- 
ter, a  400-person  committee  backed  by 
Beijing  overwhelmingly  elected  Tung, 
59,  as  the  first  chief  executive  to  run 


"A  MAN  OF  PRINCIPLE":  But  unused  to  confrontation 


Hong  Kong  when  it  reverts  to  Chinese 
control  on  July  1,  1997.  At  that  time,  he 
will  face  the  matchmaking  challenge  of  a 
lifetime:  maintaining  Hong  Kong's  West- 
ern freedoms  as  it  becomes  part  of  the 
People's  Republic  of  China.  In  an  inter- 
view with  business  week,  Tung  says 
he  aims  to  emphasize  "good  traditional 
Chinese  values"  as  well  as  preserve 
Hong  Kong's  Western-style  system. 
"The  best  of  the  East  and  West  will 
make  our  society  stronger,"  he  says. 
FINE  LINE.  Hong  Kong's  special  mar- 
riage of  East  and  West  won't  be  easy  to 
keep  intact.  China,  of  course,  is  eager  to 
prove  it  can  manage  Hong  Kong  as  well 
as  the  British  have.  But  Beijing's  lead- 
ers will  undermine  confidence  if  they 
erode  the  civil  liberties  and  rule  of  law 
that  let  Hong  Kong  thrive.  Beijing  is 
particularly  worried  that  Hong  Kong's 
freedom  may  "pollute"  the  rest  of  China. 

Tung  will  have  to  walk  a  fine  line, 
trying  to  maintain  freedom  while  keep- 
ing Beijing  happy.  He  hopes  to  use  qui- 


*  mem 

clashes  between  pro-demo*  |; 
forces  and  hardliners.  Hefo, 
aims  to  convince  average 
dents  that  they  will  be  bett  i  f 
in  1997  because  the  new  go 
ment  will  be  more  attentive  ■ 
the  British  to  issues  such  as  hoi  [. 
education,  and  attracting  new  inch 
"Our  community  is  too  politicized," 
says.  "We're  not  dealing  with  tl 
sues  that  need  to  be  dealt  with."  jt, 
But  it's  also  possible  Tung  is  mis  d  save  h 
ing  popular  sentiment.  In  legislative  fN(,,, 
tions  and  opinion  polls,  the  publi  f( ,  „ 
overwhelmingly  backed  the  Demoi 
Party,  which  is  sharply  critical  of  ( \ ~\.  . 
Every  June  since  1989,  thousands  \{, 
protested  China's  Tiananmen  S<|, 
bloodbath.  And  as  a  member  of 
Kong's  superrich  who  are  used  to 
ating  behind  closed  doors,  Tung  m£ 
derestimate  the  intense  public  sci 
his  actions  will  receive. 

Activists  are  sure  to  test  the  link, 
free  expression  soon  after  the  ham 
So  far,  Tung  has  been  evasive 
where  the  lines  will  be  drawn.  I 
sists  that  all  of  Hong  Kong's  lib 
will  remain  intact.  But  he  also  cor.|u 
that  some  protests — such  as  tho; 
volving  Tibet  and  Taiwan — won't  1 
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I  .  Mainland  officials  use  even 
r  definitions  of  "subversion."  The 
Miction  was  underscored  just  as 
/as  being  elected,  when  400  police 
up  a  small  protest  of  the  meeting. 

K  those  arrested  were  some  of 
Kong's  most  popular  legislators, 
nany  Hong  Kong  watchers,  the 
estion  is  whether  Tung  will  be  a 
leader  who  will  stand  up  for 
Kong — or  merely  a  well-inten- 
caretaker.  Critics  say  he  is  too 
d  Beijing.  As  he  struggled  in  the 

0  save  his  shipping  company,  Ori- 
rerseas  (International)  Ltd.,  fel- 
ycoon   Henry  Fok 

a  crucial  $120  million 
luch  of  it  came  from 
nd  Chinese  compa- 
re owes  them,"  says 

1  School  of  Econom- 
ina-watcher  Michael 
l. 

Tung    also  has 


early  1990s,  when  21  employees  died 
after  a  tanker  crashed,  he  insisted  that 
the  families  get  more  compensation  than 
they  technically  were  owed — and  of- 
fered to  pay  out  of  his  own  pocket.  "He 
is  a  man  of  principle,"  says  one  Hong 
Kong  tycoon. 

WIDE  WEB.  That's  one  reason  associates 
believe  Tung  is  sincere  when  he  says 
he  is  determined  to  safeguard  the  ter- 
ritory's rule  of  law.  Asked  what  he 
would  tell  mainland  companies  if  they 
looked  for  special  favors  in  Hong  Kong, 
Tung  says  emphatically:  "No,  no,  no." 
Tung  will  need  every  asset  he  has  in 

TUNG'S  STRATEGY 


THE  ECONOMY  Tung  wants  to  use  land  grants  and  tax 
incentives  to  attract  high-end  manufacturing,  while  stamping 
out  any  corruption  that  seeps  in  from  China. 

QUALITY  OF  LIFE  Tung  wants  more  affordable  middle-class 
and  low-income  housing,  plus  better  schools  and  better  care 

I  that  his  low-key    f^.fe^erJyjKWT.   base?  which  has  largely 

an  yield  results.  Af-    POLITICS  His  biggest  potential  problem.  Tung  hopes  he  can      shifted  to  China  to  take  ad- 
deliver  on  prosperity  and  so  shift  the  attention  of  ordinary  cit 
izens  from  volatile  issues  such  as  civil  liberties. 


handling  the  challenges.  Born  in  Shang- 
hai, brought  up  in  Hong  Kong,  educated 
at  Liverpool  University,  and  a  former 
employee  of  General  Electric  Co.  in  the 
U.  S.,  he  has  wide  contacts.  His  key 
teammate  in  Hong  Kong's  first  Chinese 
administration  will  be  Anson  Chan,  head 
of  the  civil  service.  Chan  will  provide 
continuity  and  will  seek  to  limit  Bei- 
jing's interference  in  the  bureaucracy. 

Tung  intends  to  focus  on  the  economy. 
He  wants  to  increase  spending  and  ap- 
point an  education  minister  to  shore  up 
faltering  schools.  Another  concern  is 
housing.  Because  government-subsidized 
rentals  are  scarce,  many 
residents  live  in  squalid 
conditions.  Few  can  afford 
to  buy  their  own  flats  be- 
cause of  sky-high  prices. 
Tung  wants  to  make  more 
low-cost  housing  available. 
He  also  aims  to  "revitalize" 
Hong    Kong's  industrial 


father  nearly  bank- 
the  company,  he 
on  to  build  Orient 
$1.7  billion  shipping 

He  often  bounces 
iff  employees  before 

big  decisions.  In  the 


CHINA  Tung  intends  to  defuse  any  tensions  with  China 
through  quiet  negotiations.  But  no  one  knows  how  China  wil 
react  to  serious  political  disruptions  in  Hong  Kong. 


vantage  of  cheap  labor. 

But  Tung  is  no  fan  of 
Big  Government.  While  he 
wants  to  provide  for  the  el- 
derly pooi-,  for  example,  he 
does  not  believe  in  a  lav- 
ish welfare  system.  Tung  is 
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COMPAQ. 


Has   It    Changed    Your   Life  Yet? 


|  Your  PC  is  mission  control.  There's  information 
JHHH|  on  it.  And  you  need  it.  Now.  Introducing  t h< 
Compaq  PC  companion.  Finally  you  can  access  and  exchange 
information  from  here,  there  and  everywhere.  It's  capable 
of  keeping  you  in  constant  communication  with  vour  PC 
w  hile  vim  houiK  e  from  meeting  to  meeting,  coast  to  coast* 
So  send  a  few  e-mails,  explore  the  Internet,  check  your 
calendar,  review  that  report.  With  seamless  synchronization 
oi  data,  you've  got  everything  you  need  until  re-entry.  Over 
and  out.  For  more  information,  visit  us  at  www.compaq.com 
or  call  1-800-945-3842. 


cess 


PC  Connectivity 

Introducing  the  Compaq 
PC  companion .  It's  trull 
compatible  with  vour 
Windows-based  PC  and 
synchronizes  your  data, 
f  inally,  connection  to  your 
Pi.  is  absolute!)  seamless 


Micrc  >sofi  '  Winix  ms  CI 

You  II  be  instant!)  familiar 
with  theWindows  9S  user 
interface  You'll  find  pocket 
versions  of  Microsoft  Word 
and  Excel,  plus  Information 
Management  Software  com- 
patible with  Microsoft 
Schedule  +. 


Communication 

With  bundled  features  like 
e-mail ,  \fu  rosofi  Intel  net 
f:  xplorer  and  remote 
access  software,  you'll  be 
able  to  stai  in  constant 
touch  with  \our  data' 


Corporation  Ml  rights  i 
other  countries  I  Other  i 


rati,  mark  <  >ffic<   Mi<  r  It  W  indows  a 

stercd  trademarks  ol  their  respective  i  o 


ipanies  '  M  ><  l<  m  is  i  ipi  ii 


Form  Wi  i  h  si  rANCl 
Check  out  its  sleek,  Injht 
weight  design  with  i;  touch 
sensitive,  haiklit  display  It 
can  have  6MB  of  R  \  I/, 
and  can  give  you  up  to  20 
hours  of  power.  On  just  two 
{A  alkaline  batteries 

ire  either  registered  trademarks  or  i 
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the  best  extension  to 
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tight  with  money  in  his  private  life  as 
well.  For  decades  he  has  had  his  hair 
cropped  in  the  crew-cut  style  by  the 
same  barber.  His  children  drive  second- 
hand cars.  "He  doesn't  go  for  the  ex- 
travagant," says  his  sister  Alice  King, 
an  art  dealer. 

Despite  Tung's  distaste  for  contro- 
versy and  politics,  he  is  likely  to  get 
plenty  of  both.  The  Democratic  Party  is 


already  denouncing  Tung  for  support- 
ing Beijing's  decision  to  disband  the  leg- 
islature and  replace  it  with  a  hand- 
picked  "provisional"  lawmaking  body  as 
soon  as  the  British  depart.  Tung  plans 
to  hold  elections  as  early  as  possible 
in  1998. 

Tung  also  will  have  to  adjust  to  being 
in  the  public  eye.  Since  few  in  Hong 
Kong  will  want  to  criticize  China  open- 


ly, the  chief  executive  will  be  the  rji] 
target.  He  will  be  leaned  on  by  er 
Hong  Kong  interest  group  and  by  gj 
jing.  Tung  has  proved  that  one  can  {c 
ceed  in  business  without  alienating  y 
one.  Soon  he  will  find  out  how  well  to 
experience  has  prepared  him  for  oro 
the  world's  toughest  political  jobs. 

By  Joyce  Barnathan,  with  Diu 
Lindorff  in  Hong  Kong 


WE  ARE  GOINC  TO  BE  A  COMMUNITY  OF  THE  RULE  OF  LAW 


In  a  wide-ranging  interview  held  at 
his  modestly  furnished,  book-lined 
office,  C.  H.  Tung  offered  business 
week's  Asia  Regional  Editor  Joyce 
Barnathan  his  views  on  democracy, 
relations  with  China,  and  the  econo- 
my. How  strong  a  leader  Tung  will 
be  remains  unknown,  but  it's  obvious 
he  is  quickly  learning  the  finer  points 
of  politics. 


Q:  Why  do  you  want 
this  job? 

A:  I'm  very  proud  of 
Hong  Kong,  and  I  want 
Hong  Kong  to  continue 
to  be  successful.  Anoth- 
er reason  is  my  late  fa- 
ther always  said:  "Do 
something  useful  in  life. 
Be  proud  of  the  fact 
that  you  are  Chinese." 


Q:  How  do  you  think 
Hong  Kong  will  be  different  when  it's 
run  by  Chinese? 

A:  I  think  there  are  some  very  good 
traditional  Chinese  values  that, 
through  thousands  of  years,  have  been 
with  us.  We  have  benefited  from  West- 
ern culture,  but  it  is  important  to  em- 
phasize these  Chinese  values. 

Q:  You  have  been  cited  as  saying  that 
advocates  of  Tibetan  and  Taiwan  in- 
dependence advocates  wouldn't  be  wel- 
come here. 

A:  I  think  on  issues  such  as  Tibetan 
independence  and  Taiwan  indepen- 
dence, what  I  ask  my  friends  to  bear 
in  mind  is  the  feelings  of  the  Chinese 
people.  You  know,  50  years  ago — how 
many  Asian  countries  were  not 
colonies?  So  I  hope  you  can  under- 
stand the  feelings. 

Q:  There  are  many  differences  between 
China  and  Hong  Kong.  There  are 
things    here    that    are  sensitive 


in  China.  Religious  freedom,  press 
freedom — 

A:  The  success  of  Hong  Kong  is  the 
freedoms  we  enjoy.  Freedom  of  every 
nature — freedom  of  thought,  freedom 
of  movement,  freedom  of  the  press, 
freedom  of  information,  freedom  to  be 
creative.  They  will  all  be  preserved.  I 
cannot  emphasize  this  more. 


Q:  There  are  people  even 
in  the  business  communi- 
ty who  note  that  you  are 
not  a  confrontational  per- 
son and  think  you  won't 
stand  up  to  China.  What 
are  the  issues  where  you 


tially  destabilizing  for  Hong  Kon 
A:  It  is  very  unfortunate  Britain  ar 
China  could  not  agree  on  a  throug 
train.  But  as  there  was  no  agreemen 
there  is  no  alternative  but  to  have 
provisional  legislature.  With  the  tran 
fer  of  sovereignty,  a  new  legislate 
becomes  necessary. 

Q:  Then  Legco  is  illegitimate  in 
iiieiv? 

A:  It's  not  illegitimate.  It's  legitimai 
up  to  June  30,  1997. 

Q:  When  do  you  think  legislative  ele 

Hons  will  take  place? 

A:  I  think  in  the  first  half  of  1998.  ; 


early  as  we  can. 


TUNG  THE  LIBERTARIAN 

kk  The  success  of 
Hong  Kong  is  the 

freedoms  we  enjoy  They 

will  all  be  preserved  T  J 


think  the  leader  of  Hong  Kong  should 
stand  up  to  China? 
A:  Everything  that  protects  the  Hong 
Kong  people's  interests.  As  I  have  said 
many  times,  there  are  many  ways  to 
achieve  an  objective.  We  don't  need  to 
be  demonstrating  on  the  streets  to  get 
[our]  objective.  Those  people  who  are 
demonstrating  I  think  must  realize  this 
is  not  the  better  way  to  do  it.  If  there 
is  a  disagreement,  negotiate  it,  because 
an  agreement  reached  through  negoti- 
ation will  be  a  long-lasting  agreement. 

Q:  Over  the  next  six  months,  Hong 
Kong  is  going  to  liave  two  legislatures: 
the  provisional  legislature  established 
by  Beijing  and  the  Legislative  Council 
[Legco]  established  by  the  British. 
Tfmt  seems  very  confusing  and  poten- 


Q:  There  are  hundreds 
Chinese  companies  hei 
and  lots  more  that  wi 
probably  set  up  base  lier 
Is  there  any  way  to  ei 
sure  they  won't  get  prefe 
ential  treatment? 
A:  Each  one  will  be  we 
come.  But  they  have  I 
play  by  the  rules.  The) 
will  be  no  favoritism.  It  is  very  ir 
portant  that  we  establish  that. 

Q:  How  do  you  do  that? 
A:  By  saying  No,  no,  no! 

Q:  Are  there  any  issues  you  want  to  j 
cus  on  when  you  first  assume  this  pos 
A:  Apart  from  quickly  establishir 
the  confidence  level  in  Hong  Kong, 
want  to  concentrate  on  five  issue 
housing,  education,  care  for  the  elde 
ly,  the  economy,  and  making  indust) 
more  competitive. 

Q:  Immediately  after  your  select io 
you're  going  to  set  the  tone  for  tl 
next  few  years. 

A:  Not  quite.  I'm  going  to  get  son 
sleep  first. 
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LL  FRANCE 
RPEDO  THE  EURO? 

ic  wins  concessions  from  Kohl  that  threaten  EMU 


ar  ago,  French  President  Jacques 
urac  paid  a  less-than-cordial  visit 
German  Chancellor  Helmut  Kohl 
n.  Under  pressure  from  special-in- 
groups  at  home,  Chirac  had  been 
;ng  in  his  commitment  to  the  re- 
needed  to  whip  the  French  bud- 
,o  shape  for  European  Monetary 

the  Continent's  highest  econom- 
irity.  Kohl  read  Chirac  the  riot 
:d  voila\  When  Chirac  flew  back 
s,  he  unveiled  a  radical  change  in 

designed  to  meet  German  stan- 
for  budget-cutting  and  forging  a 
currency. 

fall's  visit  could  not  have  been 
lifferent.  On  Dec.  9.,  Chirac  trav- 
)  Nuremberg's  sparkling  Christ- 
arket.  His  government  had  just 
ded  privatizations  in  the  defense 
anking  sectors  and 
ved  in  on  fatter  re- 
nt benefits  for  strik- 
ckers.  Did  he  get  an- 
5ohl  lecture?  Not  at 

fact,  it  was  Chirac 
id  down  the  law  to 
irman  counterpart, 
sssage:  For  emu  to 
9  reality,  Germany 
ave  to  accept  less 
nt  rules,  and  perhaps 
cer  currency,  to  ac- 
idate  France's  eco- 
problems. 

sudden  role  reversal 
menacingly  over  the 
;an  Union  as  it  en- 
97 — a  pivotal  year  in 
rch  toward  the  sin- 
rrency  planned  for 
'rench  politicians  are 
ecure  about  their 
ing  popularity  that 
lay  hold  the  whole 
currency  process 
i  to  their  bad  econo- 
ld  that  could  make 
yho  has  made  mone- 
don  his  personal  pri- 
ulnerable  to  a  voter 
n  Germany  against  a 
new  currency.  The 


As  the  leaders  ended  their  Nurem- 
berg powwow,  they  served  up  the  usual 
platitudes  about  European  integration — 
even  though  the  agenda  has  lost  the 
support  of  most  French  and  Germans. 
They  vowed  to  resolve  their  differences 
before  the  European  Union  summit  in 
Dublin  on  Dec.  14.  The  main  Continental 
divide:  the  shape  of  a  "stability  pact" 
that  would  impose  fines  and  other  penal- 
ties on  emu  countries  that  don't  stick 
with  the  tough  fiscal  policies 
needed  to  keep  the  single  cur- 
rency strong. 

But  the  fact  that  Kohl  and 
Chirac  couldn't  cut  a  deal  in 
Nuremberg  signals  that  a  final 
pact  won't  be  reached  in  Dublin 
either.  More  ominous,  Chirac  has 
already  hinted  that  he  wants  to 


WHAT  UNION? 

Kohl  and  Chirac 
mouthed  EMU 
platitudes  in 
Nuremberg,  but 
support  is  waning 


THE  FRENCH  PUSH  FOR  SPECIAL  TREATMENT 

►  French  officials  demand  that  the  new  European  Central 
Bank  include  a  political  committee  with  influence  over  cur- 
rency policy — a  major  departure  from  the  German  Bundes- 
bank's independent  style. 

►  Despite  German  gripes,  Paris  wins  approval  from  the  Euro- 
pean Commission  to  use  a  $7  billion  windfall  from  France 
Telecom's  privatization  to  reduce  its  1997  budget  deficit. 

►  With  Spain  and  Italy,  France  resists  German  demands  for  a 
monetary  union  "stability  pact"  that  would  fine  countries  if 


untries  "are  not  at    they         adnere  to  fiscal  discipline  after  EMU  begins. 


he  same  wavelength 
monetary  union," 
Thomas  Mayer,  an 
list  with  Goldman 
&  Co.  in  Frankfurt. 


►  French  central  bankers  say  that  parity  between  the  franc 
and  German  mark  slows  French  growth.  Bundesbank  officials 
begin  talking  up  the  dollar  to  boost  French  export  prospects. 

DATA:  BUSINESS  WEEK 


offset  the  power  of  the  new  European 
Central  Bank  with  a  government  body 
that  could  soften  monetary  policy.  A 
central  bank  "needs  a  political  counter- 
part," he  asserted  in  Nuremberg.  To 
Germans,  politicizing  monetary  policy  is 
heresy.  The  reason  the  mark  is  so 
strong  and  inflation  so  tame,  they  be- 
lieve, is  that  their  Bundesbank  is  fierce- 
ly independent  from  political  influence. 

Realistically,  no  one  ever  expected 
Germany  to  be  able  to  call  all  the  shots 
on  monetary  union.  But  lately,  France 
has  thrown  its  weight  around  to  an 
alai-ming  extent.  Much  against  their  will, 
German  officials  accepted  French  plans 
to  include  a  one-time  $7  billion  windfall 
from  France  Telecom's  privatization  in 
budget  receipts  for  next  year,  thereby 
helping  France  get  closer  to  the  deficit 
criteria  for  joining  emu.  Then,  when 
Spain  and  Italy  resisted  stiff 
German  inles  for  a  stability 
pact,  French  officials  point- 
edly didn't  speak  up  for 
Germany. 

In  perhaps  the  most 
stunning  challenge  to  Ger- 
many's vision  of  a  strong 
single  currency,  members  of 
the  French  central  bank's 
monetary  committee  joined 
former  President  Valery 
Giscard  d'Estaing  in  ques- 
tioning the  importance  of 
linking  the  values  of  the 
mark  and  the  franc.  That 
linkage  is  the  emu's  corner- 
stone. In  the  face  of  unem- 
ployment edging  up  toward 
13%,  the  French  are  des- 
perate to  spur  growth  with 
a  weaker  franc  that  would 
keep  exports  booming. 
ON  EDGE.  As  France's  mal- 
aise has  deepened  in  recent 
weeks,  Bundesbank  Presi- 
dent Hans  Tietmeyer  has 
uncharacteristically  sought 
to  appease  French  officials 
by  talking  up  the  dollar 
against  the  mark  and  franc. 
Although  a  stronger  dollar 
helps  German  exports  as 
well  as  French  ones,  Tiet- 
meyer's  straying  from  the 
strong-mark  line  put  many 
investors  on  edge.  "When  a 
Bundesbank  president  talks 
the  currency  down,  you  can 
be  sure  there's  nobody  else 
in  Germany  who's  going  to 
go  out  and  support  it," 
warns  Mayer. 

France's  economic  dol- 
drums are  likely  to  keep 
such  pressures  intense.  Its 
gross  domestic  product 
could  grow  by  2.4%  next 
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year,  but  the  jobless  rate  won't  improve 
much.  And  a  terrorist  bombing  in  Paris 
in  early  December  could  put  a  damper 
on  the  Christmas  retail  season. 

That  makes  Chirac  and  his  Prime 
Minister,  Alain  Juppe,  prime  targets  for 
voter  pressure  that  Morgan  Stanley  & 
Co.  economist  Eric  Chaney  calls  "a 
creeping  kind  of  blackmail."  In  response 
to  widespread  strikes  and  unrest, 
French  politicians  are  blaming  every- 
thing from  exchange  rates  to  foreign 
investors  for  the  structural  problems 
that  keep  unemployment  high.  What 
they're  not  doing  is  doling  out  the  nec- 
essary fiscal  medicine. 
bad  HABITS.  If  there's  no  progress  on 
growth  and  unemployment,  "the  politi- 
cians' instinct  for  survival  may  lead  to 
agonizing  reappraisals"  of  support  for 
monetaiy  union  and  belt-tightening,  says 
Dominique  Moisi,  deputy  director  of  the 
French  Institute  on  International  Re- 
lations. Some  members  of  Chirac's  party 
have  even  hinted  that  they  might  call 
for  a  public  referendum  on  constitution- 
al changes  needed  for  monetary  con- 
vergence with  the  rest  of  the  eu.  That 
would  be  a  surefire  loser. 

France's  buckling  to  union  demands 
doesn't  make  it  any  easier  for  Germany 
to  tackle  its  own  labor  costs.  In  mid-De- 
cember, German  bank  employers  joined 
steel-industry  counterparts  in  disabling 
a  law  designed  to  cut  rich  sick-pay  ben- 
efits. If  France  doesn't  draw  the  line 
with  its  public-sector  workers,  the  Ger- 
man government  will  find  it  harder  to 
defend  increases  in  the  retirement  age 
and  other  labor  cost-cutting. 

Even  if  France's  bad  fiscal  habits 
don't  spread,  they  could  send  financial 
markets  into  turmoil.  If  there  are  signs 
that  the  Euro,  as  the  new  currency  will 
be  called,  will  be  less  stable  than  the 
German  mark,  bond  traders  will  once 
again  load  up  on  German  debt  and 
dump  eveiything  else.  That  would  cause 
the  mark  to  soar  and  boost  interest 
rates  outside  of  Germany. 

Besides  rocking  European  bond  and 
currency  markets,  Chirac's  insistence  on 
softer  terms  for  emu  might  pressure 
Kohl  to  draw  a  line  in  the  sand.  The 
German  Chancellor  must  ultimately  de- 
cide whether  monetary  union  is  worth 
risking  the  value  of  German  voters'  sav- 
ings. Some  Europe  watchers  have  even 
begun  to  speculate  that  Chirac  and  Kohl 
may  deliberately  be  building  toward  an 
impasse  on  monetary  union  that  will  let 
them  both  save  political  face  at  home 
while  seeming  to  work  hard  at  negoti- 
ating. If  that's  the  case,  they're  doing 
everything  right. 

By  Bill  Jarefski  it)  Paris 
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THE  NTT  BREAKUP 
THAT  ISN'T 

A  three-in-one  structure  will 
let  the  giant  keep  a  monopoly 

The  Dec.  6  agreement  to  break  up 
giant  Nippon  Telegraph  &  Tele- 
phone Corp.  is  a  classic  Japanese 
triumph  of  form  over  content.  Tine,  ntt 
will  be  split  into  two  regional  carriers 
and  one  operator  handling  both  domes- 
tic long-distance  and  international  ser- 
vices. But  at  the  same  time,  these  enti- 
ties will  be  reconstituted  under  a 
holding  company — one  inn  by  none  oth- 
er than  ntt's  current  management. 

The  deal,  not  likely  to  be  fully  imple- 
mented until  1999,  is  a  victory  for  NTT 
and  a  setback  for  reformers  inside  the 
Ministiy  of  Posts  &  Telecommunications 
(mpt),  who  favored  breaking  up  ntt  into 
tiuly  competing  companies  and  lowering 
all  barriers  to  rivals  in  the  domestic 
market.  The  14-year  debate  over  ntt's 
future  was  a  chance  to  cut  away  the 
thicket  of  regulations  that  have  bred 
complacency  and  high  costs  in  Japan's 
telecom  industry.  But  pressure  from  the 
Liberal  Democratic  Party  led  by  Prime 
Minister  Ryutaro  Hashimoto  forced  the 
MPT  to  cave  in  to  ntt,  which  controls 
80%  of  the  Japanese  market.  The  big 
loser  is  the  domestic  economy,  which 
will  be  denied  the  benefits  of  unbridled 
telecom  competition. 

ntt  can  now  accept  a  breakup  be- 
cause the  new  holding  company  will 
maintain  its  monopoly  on  local  telephone 


EE 


CHANGE 


sei-vice  and  its  abil- 
ity to  charge  high 
access  fees  to  any  NTT  will  COIlfe 
long-distance  rivals  focal  service  R 
that  want  to  lease   .      •  , 

its  lines.  Competi-  dominate 
tors  to  ntt  in  the  long-distance 

domestic  long-dis- 
tance market  pay  out  nearly  half  1 
revenues  to  ntt,  limiting  discount 
As  a  result,  long-distance  charge  i 
Japan  are  5  to  10  times  higher  a 
those  in  the  U.  S.  Service  also  suit 
ntt  charges  extra  for  itemized  11 
while  a  new  phone  line  costs  $650. 

Foreign  rivals,  and  Japanese  con. 
nies  desperate  to  cut  telecom  c| 
hoped  for  a  different  outcome.  Bui: 
vestors,  happy  that  ntt 's  pricing 
was  unscathed,  bid  the  stock  pri 
9.5%  in  four  days.  As  ntt  branche 
into  international  markets,  its  cas' 
domestic  dominance  will  make  it 
tractive  partner,  either  to  at&t  orjl 
British  Telecom-MCi  linkup.  Stron 
mand  for  data  communications  an 
hilar  services  helped  ntt's  pretax 
climb  by  64%,  to  $1.8  billion,  in  th| 
months  through  September. 

The  outcome  to  the  debate  over  ffl 
fate  should  not  surprise  anyone  fan| 
with  Japan.  Whereas  the  at&t  bre;ji' 
was  led  by  a  Justice  Dept.  concet 
with  monopolistic  practices,  Japan's  | 
Trade  Commission  was  a  bystanck 
the  talks.  In  fact,  bureaucrats  ancP 
executives  brokered  the  final  dea) 
hind  closed  doors.  The  goal  was  tojr 
ate  a  national  champion  that  can  w 
pete  abroad,  not  to  champion  consul 
who  need  a  break.  If  Hashimoto's  \ 
reforms  are  equally  superficial,  Japj-3 
prices  and  practices  will  disconnect 
further  from  international  norms. 

By  Steven  V.  Brull  in  J 
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LIO  BOZANO, 

)  S  PEERLESS  BARGAIN-HUNTER 

the  tycoon  has  cashed  in  on  free-market  reform 


s  a  kind  of  Warren  Buffett  South, 
rom  elegant  headquarters  in 
awntown  Rio  de  Janeiro,  Julio 
o  presides  over  a  sprawling  em- 
anging  from  a  leading  investment 
to  shopping  malls  and  a  coffee 
tion  about  the  size  of  Connecticut. 
9-year-old  billionaire  is  chairman 
hief  shareholder  of  Companhia 
o,  Simonsen.  While  his  conglom- 
currently  numbers  30  companies, 
3  is  on  a  buying  and  selling  spree, 
stakes  in  floundering  companies 
lrning  them  around  for  sale  at 
)fits. 

ong  corporate  bargain-hunters, 

0  has  few  peers.  In  the  past  five 
the  soft-spoken,  silver-haired  ex- 

1  has  led  groups  that  bought  and, 
stunning  speed,  revived  a  half- 
state  companies.  This  year, 

0  Simonsen,  which  has  assets  of 
than  $6  billion,  cashed  in  its 
;  in  steelmakers  Usiminas  and 
irgica  de  Tuberao  and  electric 

Escelsa  for  a  combined  capital 

1  $428  million  (table).  It  is  on 
rge  of  turning  planemaker  Em- 
which  it  bought  with  pension- 
artners  in  December,  1994,  into  a 
-maker.  And  it  is  now  weighing 
l  other  state-run  businesses  that 


by  President  Fernando  Henrique  Car- 
doso's anti-inflationary  Real  Plan,  which 
has  forced  restructuring  in  both  the 
state  and  private  sectors.  Flush  with 
cash  from  sales  this  year  of  long-held 
mining  businesses  as  well  as  turnaround 
ventures,  Bozano  Simonsen  could  go  for 
a  piece  of  Brazil's  biggest  privatization 
prize:  mining  giant  Vale  do  Rio  Doce 
(cvkd),  which  the  government  plans 
to  start  selling  off  next  year.  When 
asked  about  CVRD,  Bozano's  weathered 
face  lights  up.  Removing  a  Barclay  cig- 


Bozano's  Lucrative  Buy-Ins 


PERCENT 
BOUGHT 


PURCHASE  PRICE/ 
YEAR  ACQUIRED 


CAPITAL  GAIN/ 
YEAR  SOLD 


ANNUAL  RETURN 
ON  INVESTMENT 


MILLIONS  OF  DOLLARS 


INAS 


RAO 


LSA 

ric  Utility 


4.5% 


33% 


4.8% 


$45 

1991-94 


$106 

1992 


$26 

1995 


$84 

1996 


$327 

1996 


55% 


110% 


$17 

1996 


65% 


DATA  COMPANHIA  BOZANO,  SIMONSEN 

plans  to  privatize,  from  railroads 
es. 

Bozano  isn't  much  interested  in 
lis  companies  produce  and  sell, 
ist  try  to  increase  the  value  of 
/estments,"  he  says,  seated  at  a 
;nce  table  surrounded  by  his  col- 
of  contemporary  Brazilian  paint- 
A  company's  attractiveness  de- 
on  its  price,  not  its  sector." 
mo  is  an  exemplar  of  a  breed  of 
sive  Brazilian  investors  unleashed 


WARREN  BUFFETT  SOUTH 

Bozano  believes  "a  company's 
attractiveness  depends  on  its 
price,  not  its  sector" 


arette  from  his 
lips  and  smiling 
broadly,  he 
says:  "We're  in- 
terested in  any 
privatization." 

Bozano's 
recipe  for  suc- 


cess in  such  ventures  is  simple.  Buy  a 
company  that  generates  plenty  of  cash 
but  spends  too  much  and  is  over- 
staffed. Install  an  executive  with  broad 
experience  in  the  sector  to  apply  the 
Bozano  strategy.  Trim  every  layer  of 
personnel,  tighten  purchasing,  and  find 
out  what  your  customers  want.  Then, 
when  the  biggest  gains  have  been 
made,  get  out.  Bozano  Simonsen  is 
comparable  to  such  investment  groups 
as  Warren  Buffett's  in  the  U.  S.,  says 


42-year-old  Paulo  Ferraz,  a  Harvard 
University  mba  who  is  ceo  of  the 
group's  financial  flagship,  Banco 
Bozano,  Simonsen.  "I  think  Buffett  -is 
like  us  in  that  it  doesn't  matter  if  it's 
diamonds,  retail,  or  Coca-Cola,  as  long 
as  he's  creating  value,"  he  says. 

Bozano  Simonsen's  most  radical 
makeover  was  at  Tuberao,  which  it  took 
over  with  partners  in  1992.  By  the  time 
Bozano  Simonsen  sold  its  33%  stake 
last  April,  it  had  reaped  a  110%  annual 
return  on  investment,  including  a  $327 
million  capital  gain,  plus  dividends.  Al- 
though Bozano  Simonsen  usually  doesn't 
take  majority  stakes,  it  insists  on  a  ma- 
jor decision-making  role  in  companies  it 
buys  into.  In  Usiminas,  although  it 
bought  just  4.5%  of  the  shares,  Julio 
Bozano  headed  its  board. 
OLD  SHIPMATES.  The  tycoon  behind 
such  lucrative  turnarounds  is  an  in- 
tensely private  man  who  spends  his 
spare  time  breed- 
ing horses  in  Ar- 
gentina and  Flori- 
da and  adding  to 
his  art  collection. 
He  won't  say  how 
much  he's  worth, 
but  maintains  that 
media  reports 
putting  his  for- 
tune at  $2.5  billion 
are  inflated. 

Bozano  formed 
a  financial-services 
company  in  1961 
with  Mario  Hen- 
rique Simonsen, 
who  later  became 
Finance  Minister. 
They  had  met 
while  taking  com- 
pulsory  navy  train- 
ing. Today  Bozano 
owns  91%  of  the 
group's  voting 
shares,  while  Si- 
monsen, who  left  management  to  Bozano, 
has  about  5%. 

Currently,  Bozano  Simonsen  is  over- 
hauling Rio  de  Janeiro  state  bank  Banerj 
in  preparation  for  its  sale  on  Dec.  17. 
Under  a  contract  it  won  last  December, 
Bozano  is  collecting  a  $36  million  fee 
linked  to  its  success  in  revamping  Baneij 
plus  a  5%  cut  of  the  auction  price,  set  at 
a  minimum  $465  million. 

After  its  experience  with  Banerj, 
Bozano  Simonsen  would  be  an  obvious 
candidate  to  turn  around  other  big 
losers  such  as  Sao  Paulo's  state  bank, 
which  will  likely  have  to  be  overhauled 
before  it  is  put  up  on  the  auctioning 
block.  But  will  Bozano  Simonsen  bid? 
You  can  almost  count  on  it,  if  the  price 
is  right. 

By  Ian  Katz  in  Rio  de  Janeiro 
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ITAIN:  ARE  RIGHT-WINGERS  PRAYING 
R  A  TORY  ROUT?  

th  Britain's  next  general  election  no  more  than  five 
nonths  away,  the  ruling  Conservative  Party  is  tearing 
tself  apart  over  Britain's  future  role  in  Europe.  The 
civil  war  is  now  so  intense  that  Prime  Minister  John 
rent  on  TV  on  Dec.  8  to  warn  so-called  Euroskeptics — 
vho  vehemently  oppose  yielding  sovereignty  to  the  Eu- 
Union — that  they  are  in  danger  of  handing  the  election 
tpposition  Labor  Party  on  a  platter, 
ale  is,  this  may  be  exactly  what  some 
eptics  want.  Analysts  figure  that  Ma- 
ht-wing  rivals,  such  as  former  Cabinet 
•s  Norman  Lamont  and  John  Redwood, 
ady  positioning  themselves  for  a  post- 
battle  for  the  party's  soul.  Eclwina 
a  pro-Europe  former  Health  Minister, 
;at  the  Euroskeptics  want  to  "do  a 
ingrich  on  the  party,"  snatching  control 
sderates,  just  as  Gingrich  did  with  the 
spublican  Party. 

'  VALUES."  Keeping  Europe  at  arm's 
is  just  the  start.  Right-wingers  also 
keep  Britain  out  of  the  eu's  planned 
currency,  promote  big  tax  cuts,  and 
e"  for  deregulation  and  "family  val- 
uation such  as  bigger  tax  breaks  for 

I  couples.  Redwood,  who  challenged 
or  the  party  leadership  in  1995,  has 

set  up  the  Conservative  2000  Foundation,  which 
inks  to  Gingrich,  to  spur  such  causes, 
isk  is  that  the  Tories'  disarray  is  now  so  profound  that 
put  Labor  and  its  leader,  Tony  Blair,  43,  in  office  for 
an  one  five-year  term.  Ironically,  Tory  ultraconserva- 
uld  benefit  from  a  Labor  win.  Many  have  safe  seats 

II  survive  a  Labor  landslide.  So  a  Tory  rout  could 
;m  control  of  the  party.  "One  wonders  how  much  of 
Toskepticism]  is  positioning  for  the  postelection  man- 
e  Conservative  Party,"  says  Simon  N.  Braunholtz,  po- 


OBALWRAPUP 


His  Euroskeptic 
rivals  may  try  to 
win  the  party's 
soul-in  defeat 


litical  research  director  of  the  mori  polling  organization. 

The  infighting  is  electoral  poison  for  Major.  For  months, 
polls  have  flagged  the  end  of  the  Tories'  record  17-year  post- 
war grip  on  power.  Recent  surveys  put  Labor's  lead  at  20% 
or  more.  Major,  meanwhile,  can't  even  count  on  once-stalwart 
backers  such  as  Rupert  Murdoch's  Sun  newspaper,  a  key  to 
corralling  blue-collar  votes.  Sun  editor  Stuart  Higgins  rates 
Blair  as  "different,  exciting,  and  invigorating,"  and  hints  that 
the  paper  might  endorse  him. 
BOOBY  TRAP.  Some  Euroskeptics  argue  that 
Major  can  still  win  by  pledging  that  Britain 
will  shun  European  monetary  union  in  1999. 
That,  they  say,  would  sharply  contrast  with 
Labor's  stance  favoring  the  single  currency 
and  please  an  increasingly  anti-Europe  elec- 
torate. But  it's  a  potential  booby  trap  for  Ma- 
jor because  it  would  trigger  the  resignation  of 
his  pro-Europe  allies,  such  as  Chancellor  of 
the  Exchequer  Kenneth  Clarke.  Besides,  Major 
insists  that  he  wants  to  keep  his  options  open. 

In  Parliament,  at  least,  his  options  are  al- 
ready shutting  down  fast.  On  Dec.  6,  Major 
lost  his  absolute  majority  when  Tory  John  Goi-st 
announced  that  he  would  no  longer  obey  the 
party's  parliamentary  leadership.  In  the  coming 
months.  Major  risks  being  further  weakened 
by  more  defections  and  by-election  losses.  But 
he  could  well  hang  on  until  May  with  the  support  of  Northern 
Irish  Ulster  Unionist  MPs  who  favor  continued  British  rule. 

Major's  government  may  well  expire  with  a  whimper  instead 
of  a  bang.  But  his  expected  defeat  could  herald  an  earth- 
quake in  British  politics.  It  was,  after  all,  the  Tories'  sojourn  in 
the  political  wilderness  in  the  1970s  that  enabled  Margaret 
Thatcher  to  seize  control  of  the  party  and  develop  the  radical 
free-market  policies  that  kept  it  in  power  for  nearly  a  gener- 
ation. Now,  Labor  may  get  its  chance  to  make  a  lasting  mark. 

By  Sta  n  ley  Reed  in  Londo  n 


/IN  FOR  ENRON 

an  Development  Corp.'s  victory 
ur-year  fight  to  build  its  huge 
llion  electric  power  plant  at 
1,  near  Bombay,  has  put  new 
into  India's  foreign  investors, 
c.  2,  Bombay's  high  court  dis- 
1  the  last  of  24  lawsuits  filed 
t  Enron.  The  designated  "fast 
project  is  a  bellwether  for 
ational  companies  battling 
alist  politicians  who  oppose  for- 
lvestment.  More  than  a  dozen 
foreign-financed  power  projects, 


worth  more  than  $10  billion,  were 
mothballed  as  Enron  slogged  it  out. 

Still,  Enron's  win  was  expensive.  It 
had  to  lop  20%  off  the  price  it  originally 
planned  to  charge  for  its  electricity, 
which  it  will  begin  supplying  in  1998. 

IRAN'S  BIDS  IN  GERMANY 

►  Germany's  close  ties  with  Iran, 
already  a  sore  point  with  Washington, 
are  about  to  create  more  friction.  Iran 
is  trying  to  deepen  its  relations  with 
Germany  by  offering  to  buy  bankrupt 
east  German  company  Sket  Magde- 
burg, which  makes  steel-rolling  mills. 


Iranian  auto-parts  supplier  Paynaehal 
also  has  signed  a  preliminary  agree- 
ment to  buy  another  Magdeburg  com- 
pany, Diesel  Motorenbau  Schonebeek,  a 
diesel  maker,  while  another  Iranian 
company,  Peykarih,  wants  to  invest  $90 
million  in  a  plastic-fastener  plant  in  the 
region. 

Germany  is  already  Iran's  biggest 
trade  partner  in  Europe  and  an  Iranian 
creditor  to  the  tune  of  $13  billion.  All 
the  same,  German  regional  officials  in 
the  ailing  eastern  part  of  the  country 
are  so  desperate  for  new  investors  that 
they  are  ready  to  face  down  critics. 


The  Workplace 


UNIONS 


JOE  HILL 

TAKES  ON  JOE  COLLEGE 

Feeling  squeezed,  professors  and  grad  students  turn  to  unions 

Campus  unrest  has  usually 
been  the  province  of  hot- 
headed 20-year-olds.  But 
these  days,  it's  the  professors 
and  graduate  students  who 
are  kicking  up  a  fuss.  In  No- 
vember alone,  professors  vot- 
ed in  a  union  at  Southern  Illi- 
nois University  and  scheduled 
an  election  for  one  at  the  Uni- 
versity of  Minnesota.  Grad 
students  at  the  University  of 
California  staged  strikes  and 
rallies  at  five  campuses.  And 
those  at  New  York  University 
held  a  meeting  for  students 
from  around  the  country  to 
learn  more  about  unionization. 

Then,  on  Nov.  18,  the  Na- 
tional Labor  Relations  Board 
(NLRB)  announced  that  it  is 
considering  dumping  20  years 
of  precedent  to  rule  that  Yale 
University  grad  students 
should  be  treated  as  employ- 
ees. If  that  happens,  private 
universities  such  as  nyu  and 
Yale  could  be  forced  to  treat 
graduate  student  associations 
as  bona  fide  unions  entitled  to  collec- 
tive bargaining. 

What's  going  on  here?  Years  of  tight 
budgets  have  prompted  universities  to 
whittle  away  at  the  tenure  system  for 
professors  and  increase  the  financial  bur- 
dens on  grad  students.  And  as  old  defi- 
nitions of  teacher  and  student  change, 
profs  and  grad  students  alike  are  turn- 


ing to  unions  for  help  in  keeping  up 
salaries  and  benefits  and  negotiating  job 
security.  About  40%  of  all  faculty  are  or- 
ganized today,  up  from  about  a  third  in 
1982,  making  higher  education  a  key 
growth  area  for  white-collar  union  or- 
ganizing, says  Richard  W.  Hurd,  a  Cor- 
nell University  labor  studies  professor. 
So  far,  most  of  the  activity  has  oc- 


curred at  public  universities,  vi 
state  laws  make  unionization  ei 
Now,  the  trend  could  spread  to  pi  ; 
universities  as  well — at  least  a: 
graduate  students  (federal  law  Is 
prevents  unionization  by  professc 
private  universities).  That  is  life 
put  even  more  pressure  on  univers, 
nances,  adding  to  already  mou 
costs  and  rising  tuition.  Whethi 
public  or  private  campuses,  unionij 
could  also  mean  more  adversarial 
tionships  in  the  university  comrr 
and  "a  singling  out  of  compensatio 
working  conditions  somewhat  to  tl 
elusion  of  the  education  and  sch 
agendas,"  says  Nils  Hasselmo,  pre; 
of  the  University  of  Minnesota. 

The  restive  climate  in  academe 
partly  from  a  simple  economic  equ 
The  supply  of  newly  minted  PhD 
outstripped  the  demand  for  tenure 
professors.  Many  universities  ha\ 
costs  by  shifting  more  of  the  tea 
load  on  to  part-time  professors 
graduate  students,  while  limitin 
pensive  tenured  faculty.  In  199' 
junct  profs  or  grad  students  ma< 
51%  of  university  teachers,  vs.  % 
the  1970s,  according  to  the  Anu 
Association  of 


WORKERS? 

Grad  students 
who  teach  say 
they  are  employ- 
ees and  should 
be  treated  as 
such.  The  NLRB 


versity  Profe 
"In  the  past,  \ 
were  willinj 
stick  it  out] 
this  feeling  of 
we're  going  t 
a  job  in  tb 
ture,' "  says 
Bender,  an 
grad  student  t 


may  agree 

to  form  a  union  there.  "Now,  that 
assured." 

So  when  the  nlrb  agreed  to  coi 
whether  Yale's  graduate  student 
employees,  the  move  resonated  i 
many  campuses.  Yale  administi 
have  refused  for  years  to  recognii 
Graduate  Employees  &  Students 
nizations  (geso)  as  a  union,  dt 


Organizing  on  Campus,  1996 


PROFESSORS 


•  Southern  Illinois  University  profes- 
sors vote  to  unionize  in  November 

•  Nonunionized  University  of  South- 
ern California  medical  professors  sue 
over  proposed  salary  cuts 

•  University  of  Minnesota  profs 
schedule  a  vote  on  unionization 

•  New  union  formed  at  University  of 
Alaska  after  tenure  changes  proposed 


GRADUATE  STUDENTS 


•  Yale  student  associations  win  victory 
in  mid-November  that  may  lead  to 
federal  recognition  as  a  union 

•  Students  at  Berkeley,  Los  Angeles, 
and  San  Diego  stage  rolling  strikes  in 
November  for  union  recognition 


OTHER  EMPLOYEES 


•  In  March,  3,700  lab  workers 
and  other  researchers  at  the 
University  of  California  join  the 
Communications  Workers 

•  Barnard  clerical  workers  strike 
this  spring  over  benefits 


•  Some  250  college  students  gather 
mid-month  at  New  York  University  to 
learn  about  unionization 


•  Union  of  NYU  clerical  workers 
strikes  over  medical  benefits 
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AREA  MICROPHONE 
FOR  USE  WITH  PHONE 
AND  VOICE  RECOGNITION 


This  Wallet  May  Not  Exist  Yet, 
But  The  Microprocessor  For  It  Does. 


To  see  the  future  of  personal  access  to  information,  communications  and  entertain- 
ent,  just  check  your  hip  pocket.  Or  look  on  your  wrist.  Or  in  your  glasses. 
Because  that's  where  the  electronics  revolution  is  headed.  Off  the  desktop  and  out 
to  the  world  at  large. 

It's  a  journey  that  requires  an  entirely  new  microprocessor  technology.  One  that  does 
r  more  with  far  less  in  terms  of  power  consumption,  space  requirements  and  cost. 
Enter  the  Hitachi  SuperH  Series,  a  revolutionary  RISC-based  microprocessor  that 
.cks  maximum  functionality  into  minimum  space.  All  while  providing  the  low  power 
id  optimal  price/performance  required  by  portable,  handheld  products. 
Not  surprisingly,  the  SH  leads  the  world  in  RISC  processor  shipments.  Just  one  more 
ample  of  Hitachi's  commitment  to  basic  research  &  development,  an  effort  that's 
arid- wide  in  scope.  All  part  of  our  vision  to  make  technology  that  fits  the  way  we  live. 
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strikes  and  job  actions.  They  argue  that 
the  teaching  grad  students  do  is  not  a 
job  per  se  but  is  part  of  their  education. 

After  some  200  teaching  assistants 
protested  last  December  by  withholding 
grades  in  their  classes,  Yale  responded 
by  denying  some  of  them  the  best 
teaching  assignments  and  disciplining 
others,  geso  complained  to  the  nlrb, 
and  last  month  its  general  counsel,  Fred 
L.  Feinstein,  announced  he  would  issue 
an  unfair  labor  practice  complaint 
against  Yale.  The  grad  students  should 
be  considered  employees,  he  argued, 
since  their  pay  (averaging  $10,200  for 
nine  months)  is  taxed,  and  Yale  sub- 
jected them  to  "adverse  employment 
action,  not  academic  action." 
FIGHTING  WORDS.  Feinstein  also  recom- 
mended that  the  full  labor  board,  which 
will  rule  on  the  complaint  within  the 
next  year,  should  reconsider  its  1970s 
rulings  that  grad  students  are  primarily 
students,  not  employees.  Yale  says  it  is 
entitled  to  deny  teaching  jobs  to  grad 
students  and  vows  to  fight.  "We  admit 
students,  we  don't  hire  them,"  says 
Gary  Fryer,  special  assistant  to  Yale's 
president. 

A  student  victory  would  have  broad 
implications.  It  would  allow  students  to 
hold  a  union  representation  election  and 
force  the  university  to  bargain  with  any 
union  that  resulted.  It  also  would  open 
the  door  to  unionization  at  all  private 
universities,  where  no  grad  student 
union  is  recognized.  If  that  happens, 
"you  could  see  potential  for  an  explosion 
of  organizing  on  the  part  of  graduate 
students,"  says  Dennis  Devaney,  a  man- 
agement labor  lawyer  at  Winston  & 
Strawn  in  Washington. 

Professors,  too,  have  been  embrac- 
ing unions,  as  they  feel  the  economic 
crunch  and  loss  of  control  over  deci- 
sion-making. Faculty  at  the  University 
of  Minnesota  scheduled  a  union  repre- 
sentation election  after  the  university 
moved  to  weaken  tenure  protections. 
And  Southern  Illinois  University  pro- 
fessors voted  for  a  union  after  seven 
years  of  stagnant  salaries.  Faculty 
across  the  country  "feel  that  their  posi- 
tions are  being  usurped  by  administra- 
tors," says  James  E.  Sullivan,  an  art 
professor  and  union  leader  at  Southern 
Illinois. 

Administrators  worry  that  adding 
unions  to  the  academic  mix  could  skew 
policy-making.  "We  don't  think  unions 
should  be  deciding  issues  of  academic 
judgement  and  educational  and  research 
missions,"  says  Peter  Chester,  a  labor 
relations  official  at  the  University  of 
California  at  Berkeley.  But  as  frustra- 
tion mounts  in  the  ivory  tower,  aca- 
demics who  traditionally  have  shied 
away  from  unions  are  reconsidering — 
and  signing  up. 


TRANSPORTATION 


AER0FL0T  GETS 
IN  THE  GAME 

Better  service,  lower  costs-it's  looking  like  a  competitor 


Yevgeny  Shaposhnikov  glowers  at 
the  color  photographs  mounted  on 
a  wall  of  his  Moscow  office.  Ges- 
turing at  a  display  of  Russian-built 
Tupelov,  Ilyushin,  and  Antonov  jets,  the 
54-year-old  CEO  of  Aeroflot  Russian  In- 
ternational Airlines  fumes:  "What  a 
nightmare!"  Shaposhnikov  doesn't  think 
these  planes  are  good  enough  for  his 
airline,  the  biggest  offspring  of  former 
Soviet  state  carrier  Aeroflot.  This  fall, 
he  infuriated  Russian  aircraft  makers 
by  ordering  10  new  Boeing  737s.  If  he 
has  his  way,  within  the  next  few  years 
more  than  half  of  Aeroflot's  fleet  of  100 
planes  will  be  Western-built  or  fitted 
with  U.S.  engines  and  electronics. 

Sure  enough,  in  the  14  months  since 
Shaposhnikov  took  over  the  controls, 
Aeroflot  has  begun  to 
look  a  lot  more  like 
a  competitive  global 
airline  than  it  did  in 
the  days  when  it  was 
known  mostly  for  its 
sullen  stewardesses, 
lax  safety,  and  over- 
crowded planes.  A 
onetime  fighter  pilot 
who  rose  to  become 
Soviet  Defense  Min- 
ister under  Mikhail 
Gorbachev,  Shaposh- 
nikov was  named  be- 
cause the  Russian 
government  wanted 
a  strong  leader  able 
to  buck  the  ingrown 
aviation  manufactur- 
ing lobby.  Kremlin  in- 
siders also  installed  a 
new  management 
team  that  is  now 


HOW  AEROFLOT  IS  CLEARING 
AWAY  THE  SOVIET  COBWEBS 


tioned  to  cash  in  on  a  growing  bii 
for  foreign  travel.  But  it  faces  plifcv 
challenges,  from  foreign  rivals  tofte  j 
fuel  costs. 

In  some  ways,  Aeroflot's  mopp  I 
legacy  gives  it  an  edge.  While  mt  I 
the  300-plus  "Baby  Flots"  thaton 
spun  off  from  the  Soviet  parent  1 1* 
got  stuck  with  money-losing  doles 
routes,  Aeroflot  won  almost  all  iier 
tional  routes.  And  despite  new  on 
tition  from  Western  carriers  a|  ; 
Russian-owned  startup  Transaerojte 
flot  still  carries  nearly  two-thras' 
-  Russia's  interim 
al  traffic.  As  tfe  i . 
carrier,  it  enjcs 
advantages,  imjiri 
its  pick  of  gats: 
at  Russian  airtfi 
TOURIST  TRIF. 
capitalize  on  it  pi 
tion,  managei  ;•• 
reworking  thero 
map,  scalingibi 
money-losing  jig 
to  African  cDit 
while  targetin  n 
veau-riche  Risii- 
with  new  serm- 
tourist  spots  ssh 
Cancun  and 
tius.  And  whi 
fic  to  the  U.S 
ready  up — A 
now  flies  dirj: 
five  U.S.  eitie; 


AIRBUS  A310  JET: 

Cheaper  to 
operate  than 
Russian  planes 


►  Buying  and  leasing  more 
Western  planes  and  equipment       ger  gains  coui. 
 -T-  r_J_   with  a  code-s 

►  Teaching  cabin  crew  to  offer 
friendlier  service 

►  Cutting  bloated  labor  and 


sprucing  up  service,     ™^'r^en?^ce_cos!-   Aeroflot's  pass 


agreement  it  e 
to  sign  with 
nental  Airlint 
The  deal  will 


dumping  unprofitable 
routes,  and  expand- 
ing into  new  mar- 
kets. If  Shaposhnikov 
can  continue  such  im- 
provements while 
reining  in  costs, 
Aeroflot  is  well-posi- 


►  Redrawing  its  route  map  to 
serve  more  profitable  destinations 

►  Bringing  in  seasoned  market- 
ing professionals 

►  Signing  a  code-sharing  agree- 
ment with  Continental 


to  connect  tcff 
major  U.S. 
through  Contii 
hub  at  Newa 
ternational  A 
as  early  as  th 
mer  of  1997. 
Toubia  Hachen 


resi 
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1's  Moscow-based  rep:  "They've 
long  way." 

ed,  care  and  feeding  of  passen- 
is  improved  dramatically.  Where 
Slight  attendants  once  slapped 
trays  of  leathery  chicken  legs, 

meals — with  choices  such  as 
•  or   vegetarian — have  been 

And  the  famously  rude  cabin 
are  nowT  trained  to  smile  and 
)  passengers. 

that's  just  a  good  beginning.  Ser- 
still  not  polished  enough  for  busi- 
avelers,  most  of  whom — Russian 
reign  alike — book  with  Western 
itors  or  Transaero.  Aeroflot  won't 

delayed  baggage  to  passengers' 
or  homes,  for  example.  A  weak 
ter  reservations  system  makes 
;  tickets  outside  of  Russia  ex- 
y  difficult.  And  inside  Russia, 
aren't  much  better:  Customers  at 
rely  Moscow  office  must  stand  in 
r  reservations,  then  queue  up  a 

time  to  pay  a  cashier. 
;  has  left  a  big  opening  for  foreign 
s  to  exploit.  The  most  aggressive 
itor,  Lufthansa,  now  has  more  than 
*hts  a  week  to  and  from  10  for- 
•viet  republics,  with  direct  flights  to 
ny  from  six  Russian  cities, 
ansa's  looking  more  and  more  like 
ional  carrier  of  Russia,"  says  Peter 

a  Moscow-based  consultant  who 
/ised  Aeroflot.  And  spiffy  service  at 
e-year-old  Transaero  lured  some 
lion  passengers  in  1995,  more  than 
;roflot's  total. 


Meanwhile,  soaring  fuel 
prices  have  pushed 
Aeroflot's  fares  up,  under- 
mining what  had  been  its 
only  competitive  advan- 
tage. A  round-trip  econo- 
my ticket  from  Moscow  to 
New  York  now  costs  $900 
on  Aeroflot — up  more  than 
$200  from  just  a  few  years 
ago  and  only  $75  less  than  on  Delta  Air 
Lines  Inc.,  the  only  U.S.  carrier  with 
flights  to  Russia.  The  narrowing  gap 
could  make  it  much  harder  for  Aeroflot 
to  maintain  its  dominance,  warns  Robert 
Hannah,  Delta's  Moscow-based  repre- 
sentative. "We're  competing  much  more 
now  than  in  the  past,"  he  says.  Last 
year,  Aeroflot  reported  breaking  even 
on  sales  of  $960  million,  although  indus- 
try experts  suspect  that  hidden  subsidies 
help  keep  the  carrier  airborne. 
"STIMULUS."  Even  Shaposhnikov  concedes 
that  the  higher  fuel  costs  and  tougher 
competition  will  push  Aeroflot  back  into 
the  red  this  year.  That's  why  cutting 
costs  is  his  main  priority.  Shaposhnikov 
inherited  a  bloated  workforce  of  14,000 
and  an  aged  fleet  of  fuel  guzzlers.  Now, 
he's  increasingly  turning  to  more  effi- 
cient Western  equipment.  Besides  spend- 
ing some  $300  million  on  the  new  737s, 
to  be  used  on  European  routes,  Aeroflot 
has  begun  leasing  Boeing  767s  and  Air- 
bus A310s  for  flights  to  the  U.S.  and 
Asia.  And  Shaposhnikov  announced  this 
month  that  he  will  buy  Pratt  &  Whitney 
engines  and  Rockwell  International 


THE  NAVIGATOR 

CEO  Shaposhnikov,  a 
onetime  fighter  pilot, 
must  concentrate  on 
slashing  costs-though 
the  government  is 
likely  to  oppose  layoffs 


Corp.  avionics  equipment 
for  20  new  long-haul 
Ilyushin-96  planes  that 
Aeroflot  will  acquire  start- 
ing next  year.  The  moves 
have  begun  to  slash  oper- 
ating costs,  Shaposhnikov 
says.  The  Boeing  767s  on 
Aeroflot's  transatlantic 
flights  use  40%  less  fuel 
than  Ilyushin-62s,  for  example,  while 
carrying  one-third  more  people. 

Elsewhere,  though,  downsizing  will  be 
difficult  because  the  Russian  government 
owns  51%  of  Aeroflot  stock  and  is  sure 
to  oppose  large-scale  layoffs.  But  Aeroflot 
has  an  important  ally  in  the  Kremlin: 
Boris  Berezovsky,  a  business  mogul  re- 
cently named  deputy  secretary  of  Boris 
Yeltsin's  Security  Council.  One  company 
he  helped  set  up,  Avtovazbank,  handles 
many  of  Aeroflot's  financial  operations. 
Another  supplied  two  executives,  one  of 
whom,  Aeroflot  Marketing  Director 
Alexander  Krasnenker,  "has  been  the 
driving  force  behind  the  changes"  at  the 
airline,  according  to  Paul  Duffy,  a 
Moscow-based  aviation  consultant. 

Shaposhnikov,  who  logged  more  than 
3,000  hours  in  his  days  as  a  fighter  pilot, 
predicts  that  Aeroflot  will  emerge  from 
the  battle  smarter  and  stronger.  "We 
should  not  be  depressed.  It  should  be  a 
stimulus  for  us  to  work  harder,"  he  says. 
The  question  now  is  whether  red  ink 
and  rival  airlines  will  force  him  into  a 
tailspin  before  he  closes  in  on  his  target. 

By  Carol  Matlock  in  Moscow 


■■  t  was  late  October,  and  the  lights 
H  had  been  dimmed  in  the  Beckman 

I  conference  center  at  the  Universi- 

I  ty  of  CalifoiTiia  at  Irvine.  The  chief 

I  technology  officer  of  Total  Enter- 
H  tainment  Network  (ten),  which 
runs  a  popular  game  site  on  the  Web, 
was  demonstrating  how  a  group  of  play- 
ers in  cyberspace  could  match  wits  in  an 
animated  shoot-'em-up  called  Quake. 

Seated  around  the  large  projection 
screen  were  62  computer-simulation  ex- 
perts from  the  Defense  Dept.,  the  en- 
tertainment industry,  and  Silicon  Val- 
ley, ten's  David  King  was  trying 
to  explain  the  game  and  play  it  at 
the  same  time — and  he  was  getting 
creamed.  As  embarrassment  mounted, 
13-year-old  Fred  Zyda,  son  of  one  of 
the  meeting  organizers,  walked  over 
and  gently  nudged  King  from  the  key- 
board. He  sized  up  King's  online  oppo- 
nents, then  methodically  set  about  blow- 
ing them  away. 

In  a  few  brisk  keystrokes,  the  young 
Zyda  offered  vivid  proof  of  something 
thousands  of  parents  already  under- 
stand: When  it  comes  to  using  whiz- 
bang  game  technology,  kids  rule.  As  it 
happens,  Fred  Zyda's  skills  go  far  be- 
yond games.  He  sometimes  coaches  stu- 
dents in  video  editing  at  the  Naval 
Postgraduate  School  in  Monterey,  Calif. 
When  his  sister's 
school  got  a  gift  of 
30  Macintosh  com- 
puters, it  enlisted 
Fred  to  wire  them 
up  in  a  network  and 
load  all  the  software. 

My  own  son  Alec 
is  6,  and  so  far  no- 
body has  asked  him 
to  set  up  a  local-area 
network.  But  he 
loves  games,  and  like 
most  of  his  friends,  he  can  boot  up  a 
Mac  or  a  PC  running  Windows,  load 
disks,  select  files,  and  print  documents. 

These  children  and  millions  like  them 
get  more  than  amusement  from  inten- 
sive electronic  play:  They  acquire  new 
ways  of  learning.  They're  honing  special 
graphics  and  motor  skills.  They  can 
process  huge  amounts  of  visual  infor- 
mation in  parallel.  On  a  daily  basis,  they 
scope  out  new  games,  grasp  the  operat- 
ing rules,  navigate  bewildering  3-D  ge- 
ographies, and  jump  through  abstract 
mental  hoops  with  concentration  usually 
reserved  for  competitive  test-taking. 

Perhaps  most  important,  the  kids 
learn  to  embrace  technological  changes 
with  equanimity.  That's  critical  because, 
in  10  or  15  years,  they  will  bring  their 
attitudes  and  skills  into  a  workplace 
filled  with  fast-changing  technology.  We 


can't  predict  exactly  what  their  profes- 
sional tools  will  look  like,  but  they  will 
be  rich  in  graphical  simulation  and  will 
be  in  a  state  of  continual  evolution. 
Good  jobs  will  go  to  can- 
didates who  can  respond 
with  speed  and  flexibili- 
ty. Kids  who  grow  up 
with  electronic  games 
"develop  coordination  skills  that  let 
them  navigate  quickly  in  virtual  worlds 
and  carry  out  necessary  tasks,"  says 
Sanjiv  Patel,  Motorola's  manager  of  ad- 
vanced manufacturing  technology. 
SPATIAL  SKILLS.  There  is  mounting  evi- 
dence that  early  game-playing  can 
sharpen  young  minds.  In  the  early 
1990s,  Purdue  University  psychologist 
Lynn  Okagaki  and  Peter  Frensch  at  the 
University  of  Missouri  found  that  play- 
ing the  popular  game  Tetris  helped  ado- 
lescents learn  to  rotate  objects  mentally. 
Psychologist  Patricia  M.  Greenfield  at 
the  University  of  California  at  Los  An- 
geles and  others  show7ed  that  video 
games  were  more  effective  than  word 
games  in  improving  certain  spatial  skills. 

In  a  large  study  involving  200  stu- 
dents in  the  U.  S.  and  Italy.  Greenfield 
found  that  \ideo  games  informally  prep 
children  for  learning  about  science  and 
technology.  "Mastery  of  the  symbolic 
codes  used  in  computer  graphics  be- 


comes increasingly  important  as  more 
and  more  science  and  technology  comes 
to  be  done  on  computer  screens,  rather 
than  in  the  material  world,"  she  wrote 
in  a  1994  article  in  the  Journal  of  Ap- 
plied Developmental  Psychology. 

The  culture  of  games  can  be  pretty 
nasty.  There's  a  lot  of  violence,  and  chil- 
dren sometimes  behave  like  budding 


LITTLE  WIZARDS:  Alec  Gross  (center)  and  friends  play  Super  Mario  64 
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young  junkies.  High-priced  games  con- 
sume kids'  spare  time  and  parents'  gift 
budgets — sometimes  at  the  expense  of 
playing  with  physical  toys  such  as  Le- 
gos. In  addition,  recent  studies  suggest 
that  intensive  game  play  actually  re- 
draws the  brain's  neural  maps.  While 
that  may  enhance  some  skills,  no  one 
has  analyzed  the  psychological  im- 
pact of  persistent  exposure  to  games' 
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iconography  of  slaughter  and  destruc- 
tion. "We  know  games  can  get  you  to 
focus  and  help  you  leam,"  says  Peter 
Bardazzi,  coordinator  for  New  York  Uni- 
versity's Center  for  Advanced  Digital 
Applications.  "But  we  still  don't  know 
what  else  they  do  to  you." 

Glance  at  any  game  magazine,  and 
you'll  see  what  parents  are  up  against. 
"Travel  to  exotic  places,  meet  interest- 
ing creatures . . .  and  kill  them,"  beck- 
ons an  ad  in  the  latest  issue  of  Game- 
Pro  magazine  for  a  game  called 
Disrupter.  "It  thinks,  therefore  it  kills" 
says  an  ad  for  a  game  called  mdk.  "To 
poke?  Or  to  bludgeon  and  disembowel" 
blares  yet  another,  for  Iron  &  Blood. 
"BAD  RAP."  This,  however,  tells  only  one 
side  of  the  story.  Many  researchers  are 
finding  things  to  like  about  these  games. 
Children  who  play  them  are  rewarded 
with  increasingly  difficult  challenges.  This 
is  in  stark  contrast  to  the  dread  many 
children  feel  in  school  as  their  assign- 
ments grow  more  difficult.  "Video  games 
have  actually  gotten  a  bad  rap,"  says 
Alan  Pope,  a  researcher  and  clinical  psy- 
chologist at  the  nasa  Langley  Research 
Center  in  Hampton,  Va.  "Games  up  the 
stakes  as  you  go  along,  and  you're  happy 
about  it.  That's  a  positive  thing." 

Kids  who  absorb  this  technology  early 
"think  differently  from  the  rest  of  us," 
adds  William  D.  Winn,  director  of  the 
Learning  Center  at  the  University  of 


LOOK  MA,  NO  GORE 


CREATING  WORLDS 


Even  grade- 
schoolers  can  use  fairly  sophisticated 
design  tools.  The  University  of 
Washington's  Bill  Winn  drove  around 
in  a  van  stuffed  with  virtual-reality 


makes  good  use  of  game  for  c 

While  educators  are  often  dis 
with  video-game  culture,  many 
tranced  with  the  way  games  mc 
children.  Since  the  early  1980s 
mour  Papert,  a  founder  of  the 
Laboratory  at  Massachusetts  In: 
of  Technology,  tried  to  channel  tl 
thusiasm  children  bring  to  games 
into  schools.  "We  see  these  garr 
fantastically  powerful  tools  for 
tion,"  says  Papert's  former  studen 
Harel,  who  is  developing  a  Web  si 
children  at  her  New  York  startup  1 
MaMedia.  "As  soon  as  the  first  N 
do  machines  showed  up  in  198! 
systems  were  all  over  the  Media 
Nintendo  rewarded  mit's  enthu 
with  a  $3  million  research  grant  inii 
Papert's  students,  led  by  Harel 
the  money  to  equip  an  inner-city 
in  Boston  with  a  network  of  multi 
computers.  Soon,  they  got  severa 


Washington's  Human  Interface 
Technology  Laboratory,  or  hit. 
"They  develop  hypertext  minds. 
They  leap  around.  It's  as  though 
their  cognitive  strategies  were  par- 
allel, not  sequential." 

Does  that  mean  games  interfere  with 
linear  thinking  or  the  ability  to  read  a 
book?  More  research  is  needed.  But  some 
surveys  show  that  games  cut  into  TV 
time,  not  reading. 

Game  content  needn't  be  violent  to 
enthrall  children.  There's  no  blood  or 
guts  in  the  addictive  new  3-D  Mario 
game  from  Nintendo.  Two  top-sellers 
for  rival  systems — Sony's  Crash  Bandi- 
coot and  Sega's  Nights — are  action- 
packed  but  less  violent  than  Bugs  Bun- 
ny. The  $1.2  billion  universe  of  titles 
for  PCs  and  Macs  offers  whole  categories 
of  games — from  photo-realistic  flight 
simulations  to  lookakkes  of  the  block- 
buster Myst — in  which  no  one  gets  clob- 
bered. Some  educational  software  also 
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Video  games  do  not 
have  to  be  violent  to  enthrall  children. 
Top  sellers  such  as  Sony's  Crash 
Bandicoot  (above),  SegtisNights,  and 
lots  of  games  for  PCs  and  Macs  manage  to 
be  both  action-packed  and  less  violent 
than  Bugs  Bunny 


dred  children,  ages  6  and  up,  pro 
ming  and  playing 
in  Logo,  a  child! 
programming  laiwa 
Papert  developed 
early  1980s. 

The  kids  qu  k 
jumped  from  gamu 
to  serious  intellai 
engagement  with  o 
puters,  posting  proei 
on  the  school  intir 
and  helping  each  ;h 
find  solutions.  "Chi 
who  are  deeply  in\tv 
in  games  have  thug 
more  about  stratef-s 
learning  than  kid:J: 
ally  do,"  Papert  1 
"From  the  word  go,  they  musta 
charge.  They're  on  their  own." 

Some  parents  of  gamers  are  quk 
confirm  Papert's  ideas.  When  Dav 
verman  was  4,  in  1984,  his  fig 
bought  him  an  Atari  800  for  | 
$1,000.  "It  was  different  from  anytl 
kind  of  game,"  recalls  Jan  Silve 
director  of  Internet  business  de 
ment  for  Hewlett-Packard  Co.  i 
pertino,  Calif.  "It  was  the  only 
you  could  play  with  a  4-year-old  a; 
at  the  same  level." 

David,  now  16,  spent  the 
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gear  to  teach  children  how  to  build 
their  own  simulated  environments-full 
of  sunlight,  plants,  and  animals.  "I  v 
wed  by  their  ability  to  draw  objects  j^L 
ee  dimensions,"  he  says 


sgiving  holiday  locked  in  mara- 
outs  of  Command  and  Conquer, 
war  game,  with  his  dad.  Last 
ir,  he  interned  at  hp  on  the  tech- 
upport  team,  installing  and  main- 
;  PCs.  Enthralled  with  3-D  graph- 
e  has  produced  a  complex, 
md  animation  for  one  of  his  fa- 
technical  presentations  and  hopes 
ome  a  professional  animator.  "I 
lot  of  this  to  the  fact  that  David 
rideo  and  computer  games,"  says 
He  never  had  any  fear  of  com- 
.  He  likes  to  figure  things  out." 
could  be  a  valu- 
;dge  when  kids 
)avid  apply  for 
oday,  graphical  3- 
ulation  is  indis- 
ile  for  engineers 
esign  airplanes, 
ities,  or  monitor 
•affic  for  phone 
nies.  Over  the 
)  years,  far  more 
icated  simulations 
ierrneate  most 
of  work — inelud- 
iny  traditionally 
liar  jobs. 
Drola  Inc.  offers 
apse  of  what  is 
I  A  pioneer  in 
;  of  training  sim- 
is,  the  company 
lanufacturing  workers  on  virtual 
tion  lines  using  virtual-reality 
'Ols  before  letting  them  operate 
cated  machinery.  By  the  time 
art  working  on  real  lines,  their 
tivity  matches  that  of  longtime 
■s,  says  Motorola's  Patel.  Young 
ts  18  to  20  years  old  who  grow 
h  games  figure  out  vr  environ- 

j  faster  than  others,  Patel  says, 
e,  he  predicts,  "these  tools  for 

j  tual  world  will  become  common 
marketplace." 

!  al  simulations  are  already  chang- 
n  brokers  on  Wall  Street  track 
;OS,  economic  indicators,  capital 
and  geopolitical  risks.  Graphical 

i  'e  will  also  transform  how  com- 

;  test  and  order  key  components. 

i  past  year,  thousands  of  companies 

i  agun  posting  parts  specifications 


on  corporate  intranets, 
which  can  be  accessed  by  out- 
side customers.  Soon,  with  the  help  of 
new  software  tools  such  as  virtual-real- 
ity modeling  language  (vrml),  a  manu- 
facturer of  ships,  aircraft,  or  other  large 
systems  will  be  able  to  visit  a  supplier's 
Web  site,  download  3-D  models  of  pails, 
rotate  them  in  space,  and  incorporate 
them  into  full  simulations  of  the  final 
product  to  see  how  they  work — before 
signing  an  order.  "It's  not  prevalent  yet, 
but  it  will  be,"  says  Warren  Katz,  co- 
founder  and  chief  operating  officer  of 
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derstand  the  systems  that  produce  the 
illusions — and  know  what  to  do  when 
things  aren't  working.  Each  new  wave  of 
office  technology — whether  it's  ultrafast 
network  switches  or  new  programming 
languages  such  as  Java —  destabilizes 
the  existing,  fragile  mix  of  systems  in  of- 
fices and  factories.  Kids  raised  on  games 
can  hack  the  changes.  "People  say  every 
successive  generation  of  computing  will 
be  easier,"  says  analyst  Brian  Mur- 
phy of  the  Yankee  Group  Inc.  "In  re- 
ality, it  all  gets  more  difficult." 

By  the  time  3-D  simulations  and  mod- 
eling become  widespread  in  the  work- 
place, a  generation  of  young  job  appli- 
cants will  have  grown  up  with  it. 
Education  researchers  such  as  the  hit 
Lab's  Winn  in  Seattle  are  now  grooming 
the  children.  With  research  funds  from 
U  S  West  Inc.,  Winn  and  associates  vis- 
it rural  schools  in  a  van  stuffed  with 
vr  gear  and  teach  children  how  to  use 
computer  graphics  and  simulation  tools 
to  assemble  their  own  virtual  worlds. 
THERAPEUTIC,  TOO.  Last  year,  Winn  and 
his  colleagues  taught  children  in  the 
fourth  to  sixth  grades  at  five  elementary 
schools  in  the  Seattle  area  to  use  com- 
puter-aided design  software  from  Macro- 
media Inc.  The  assignment:  Construct  a 
virtual  world  of  rocks,  rivers,  and 
clouds.  Fill  it  with  3-D  plants  and  ani- 
mals, then  make  all  the  elements  inter- 
act so  that  trees  receive  necessary  sun- 
light, water,  and  nutrients.  The  lesson 


SERIOUS  FUN 


"We  see  these  games 
as  fantastically 
powerful  tools  for 
education,"  says 


MaMaMedia's  Harel,  who  used  a  Nintendo 
grant  to  teach  inner-city  kids  Logo,  a 
children's  programming  language 


MaK  Technologies.  The  startup,  based  in 
Cambridge,  Mass.,  sells  military-devel- 
oped software  for  sharing  simulations 
over  networks  to  companies  such  as 
Hughes  Electronics,  Boeing,  and  Mc- 
Donnell Douglas.  Not  surprisingly,  MaK 
also  develops  multiplayer  war  games 
for  personal  computers. 

Children  who  grow  up  on  sophisticat- 
ed video  and  computer  games  intuitive- 
ly understand  simulation  and  3-D  graph- 
ics. Their  brains,  in  a  sense,  are  wired 
for  it.  But  just  as  important,  they  un- 


sinks  in,  says  Winn,  and  kids  learn  to 
use  fairly  complex  tools.  "I  was  awed  by 
their  ability  to  draw  objects  in  three 
dimensions,"  he  says. 

How  big  an  impact  can  electronic 
play  have  on  children?  A  large  body  of 
research  shows  that  games  can  power- 
fully propel  the  mind  toward  specific 
goals.  Doctors  around  the  world — from 
the  University  of  Wisconsin's  Occupa- 
tional Therapy  Program  to  Moscow 
State  University's  Psychology  Dept. — 
note  that  physical  therapy  patients  try 


harder  when  exercises  are  presented  as 
electronic  games. 

Research  in  learning  pathology  pro- 
vides clues  about  how  game  play  af- 
fects the  brain.  At  Rutgers  University, 
Paula  Tallal  uses  game-like  drills  to 
treat  language  learning  impairment 
(lli),  which  arises  when  children  can't 
sort  out  individual  sounds  in  rapid 
speech.  Tallal,  a  co-director  of  Rutgers' 
Center  for  Molecular  &  Behavioral  Neu- 
roscience  in  Newark,  N.J.,  used  com- 
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puters  to  amplify  and  stretch  sounds. 
Supported  by  a  $2.3  million  grant  from 
the  Charles  A.  Dana  Foundation  Inc., 
she  and  Michael  A.  Merzenich,  a  neuro- 
scientist  with  the  University  of  Califor- 
nia at  San  Francisco,  embedded  the 
stretched  acoustics  in  drills.  As  the  kids 
become  more  adept,  the  software  speeds 
up  the  sounds  and  lowers  the  volume. 

Through  thousands  of  repetitions,  the 
drills  seem  to  rewrite  neural  "maps" 
governing  language  processing  in  the 
children's  brains  so  that  they  more 
closely  resemble  those  of  normal  chil- 
dren. The  key  is  motivation — getting 
the  children  to  listen  to  thousands  of 
repetitions.  "I  call  it  brain  aerobics," 
says  Tallal.  "The  kids  think  it's  fun,  even 
though  it's  extremely  boring." 

lli  afflicts  as  many  as  8%  of  all  chil- 
dren. But  the  real  impact  of  this  re- 
search could  be  much  broader.  Tallal 
and  Merzenich  recently  started  a  com- 
pany called  Scientific  Learning  Corp.  in 
San  Francisco  to  explore  applications 
in  other  modes  of  learning  impairment. 
The  work  with  lli,  says  Merzenich,  "is 
just  an  initial  demonstration  of  the  pow- 
er of  this  kind  of  training." 

In  pioneering  work  with  monkeys, 
Merzenich  has  shown  that  neural  maps 
are  extremely  plastic — even  in  adult  an- 
imals. Using  tools  such 
as  magnetic  resonance 
imaging,  other  scientists 
have  unveiled  distinctive 
features  in  the  brains 
of  violinists  and  oth 
er  highly  trained 
experts.  Just  as 
game-like  proce- 
dures rewire 
neurons  to  im- 
prove rates  of 
processing  for 
lli  children, 
years  of  inten- 
sive manipulation 
of  3-D  objects  in 
games  will  alter 
the  maps,  Mer- 
zenich says. 
"Games,  by 


ONLINE  GAME  REVENUES 
THE  PROMISED  LAND 


their  very  nature,  are  designed  to  drive 
this  type  of  adaptive  change." 

nasa  psychologist  Pope,  whose  main 
research  deals  with  pilot  alertness,  is 
keen  on  video  games  as  therapeutic 
tools.  One  promising  area  is  attention 
deficit  disorder  (add),  which  in  some 
cases  can  be  ameliorated  if  the  patients 
can  train  themselves  to  maintain  brain- 
waves at  certain  frequencies.  Often,  how- 
ever, this  requires  40  to  50  training 
sessions,  which  is  rough  on  children 
who  have  trouble  concentrating. 
Video  games,  Pope  believes,  can  pro- 
vide the  missing  motivation.  Work- 
ing with  a  game  startup,  he  hopes  to 
develop    treatments    that  marry 
biofeedback  and  video-game  technology. 

Sociologists  working  with  children  are 
taking  advantage  of  game-style  incen- 
tives. In  the  early  1990s,  researchers  at 
the  New  York  State  Dept.  of  Health 
used  PC  games  to  teach  children  in  the 
fifth  to  eighth  grades  about  aids.  Hy 
Resnick,  a  professor  at  the  University  of 


NEW  CIRCUITS? 


Studies  suggest  that 
intensive  play  may 
rewire  the  brain's 
neural  maps,  which 
could  enhance 
certain  mental  skills 


Washington  School  of  Social  Work  in 
Seattle,  uses  homegrown  cd-rom  games 
to  teach  teenagers  outcomes  of  antisocial 
behavior.  "Kids  need  to  develop  impulse 
control.  The  lesson  must  be  deep  enough 
so  they  can  tell  then-  gangs  'no,  I  won't 
shoot  this  guy' " 

No  group  under- 
stands simulation 
better  than  the 
U.  S.  military,  which 
pioneered  or  bank- 
rolled most  visualiza- 
tion technology  used  by 
industry.  The  Defense 
Dept.  is  indebted  to 
game  companies  for  re- 
fining hardware,  slash- 
ing costs,  and  making 
simulation  fun. 

Commercial  video- 
game systems  are  now 
good  enough  for  the 
Armed  Forces  to  use 
in  battle  training  and 
contingency  drills  on 
ships,  according  to 


VIDEO-GAME  SYSTEMS  \\\ 
A  COMEBACK  IN  THE  Hi, 


Commander  Dennis  McBride,  the  >' 
chief  scientist  for  modeling  and  si 
tion.  "We  can  organize  training  and 
ing  systems  in  games  that  contain 
feedback  and  increase  decision-mi 
ability  under  stress,"  he  says. 

Game  companies  continue  to 
from  the  military — especially  in  the 
of  multiplayer  games  on  the  Net 
70).  Using  commercial  techniques, 
companies  such  as  ten  and  MPath  1 
active  can  link  up  to  30  players  at 
The  military  knows  how  to  put 
than  1,000  people  in  the  same  sinu 
war  theater.  That's  one  reason  cc| 
nies  such  as  Walt  Disney,  Pixar,  ili 
tel,  and  Silicon  Graphics  all  flock 
last  October's  Irvine  conference  on 
ing,  organized  by  the  National  Res< 
Council  on  behalf  of  the  Defense  Dj 
SINKING  FEELING.  Some  parents  | 
be  thrilled  to  see  the  military  trl 
tips  with  Disney  and  other  childfl 
software  developers.  If  kids  werer: 
slaughtering  cartoonish  monsters,  h 
wouldn't  matter.  But  like  everything! 
in  cyberspace,  bad  taste  is  bounded  r 
by  the  imagination.  A  15-minute  9 
drive  of  Sega  Enterprise  Ltd.'s  Viu 
Cop  game  drove  the  point  home  or ) 
cent  evening.  My  son,  Alec,  and 
friends  must  have  gunned  down  o 
to  a  hundred  all-too-human-looking  | 
sters  before  I  finally  hit  the  switcli 
based  adventure  games  sometim* 
even  further.  Players  can  pursuer 
kill  other  character's  in  elaborate  ) 
playing  games — all  from  a  vivid  * 
person  perspective. 

The  most  hardened  education  e:t 
gets  a  sinking  feeling  strolling  thri 
the  game  aisles  at  CompUSA  i 
"There's  this  constant  chipping  >' 
at  decency,"  grumbles  James  3 
penheim,  technology  editor  oft 
Oppenheim  Toy  Portfolio,  an  ind<e 
dent  guide  to  children's  media. 
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Lumina  owners  have  at  least 

to  drive  a  car  this  safe. 


one  reason 


Lumina     L  S  H 


ere  are  some  more:  standard  dual  air  ba^s, 


ABS,  Daytime  Running  Lamps,  security  rear  door  locks  and  power 

window  lockout.  There's  even  an  integrated  child  safety  seat  option.  Fact  is,  no  six- 
passenger  car  in  its  class  can  offer  as  many  standard  safety  features  for 
the  money  as  a  Chevy'"  Lumina'  LS.  A  small  price  to  pay  for  a  lot  less  to  worry 
about.      iat's  something  that  any  parent  can  appreciate. 

Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 


Call  1-8(1(1-115(1  -241$  or  veil  www.thcvrolcl.cml  'BttlutU  oilier  CM  products.  ©1<W6  CM  Corn  Buckle  un.  America! 


kind   of  future   are   we  making?" 

One  that  excludes  females,  it  seems; 
hardly  any  of  the  roles  are  for  girls. 
Rating  systems,  drawn  up  by  manufac- 
turers under  pressure  from  parents,  do 
exist.  But  they  don't  help  much.  "Take  a 
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look  at  Fast  Attack  from  Sierra  On- 
Line  Inc.,"  says  critic  Oppenheim.  "You 
play  the  commander  of  a  nuclear  attack 
sub.  It's  rated  6  and  up." 

Even  game  producers  worry  about 
escalating  realism.  Sony  Computer  En- 


tertainment is  reluctant  to  move  its 
PlayStation  games  into  virtual  reality. 
"There's  a  point  where  you  always  want 
to  maintain  a  line  between  fantasy  and 
reality,"  says  Kelly  Flock,  President  of 
Sony  Interactive  Studios  America. 

As  my  son  stands  at  the  edge  of 
these  more  violent  and  realistic  games, 
I've  been  interrogating  a  lot  of  veteran 
gamers.  What's  all  the  killing  about?  I 
asked  Justin  D'Onofrio,  a  smart  16-year- 
old  at  Brooklyn  Technical  High  School  in 
New  York,  whose  passion  for  gaming 
is  matched  by  his  knowledge  of  com- 
puters. "Don't  worry,"  he  says,  "most 
players  have  no  trouble  distinguishing 


games  from  reality."  I  get  the  sar. 
swer  from  Adam  Giasgall,  the  11 
old  son  of  one  of  my  colleagues  at 
ness  week.  "Game  death  h 
reality,"  he  says.  "You  come  right 
to  life,  and  so  does  your  opponen1 
Sociologists,  in  fact,  have  been  \ 
to  find  causal  links  between  video 
and  violence  since  Nintendo 
sneaked  into  American  househo 
1985.  The  consensus  so  far  is  that ; 
don't  prompt  children  to  rip  ou 
still-beating  hearts  of  their  playg 
enemies — though  kids  with  pro' 
may  gravitate  to  gaming.  With  th 
to  more  realistic  3-D  games,  ho\ 


I  CANT  WAIT  TO  GO  ONLINE  AND  BLOW  SOMETHING  W 


tail  toy  sales,  the  U.  S.  markcfc 
video-game  machines  will  rea 
$3.6  billion  this  year.  That's  n  a  / 
as  the  1993  peak  of  $4.5  billio  b 
a  giant  step  from  last  year's  in 
sales  (chart,  page  68). 

The  pc  game  market  is  ho  i  ; 
cording  to  PC  Data,  a  research  . 
Reston,  Va.,  entertainment  s(  ss 
pes  is  expected  to  grow  to  $]  m 
a  20%  rise  over  last  year's  $lfi  -  - 
One  reason  is  the  rising  impca 
the  Internet.  According  to  th 
research  firm  Jupiter  Commus 
Co.,  revenues  from  online  gain 
such  as  NetPlay  will  amount 
about  $90  million  this  year  bi  c 
top  $1.6  billion  by  2000  (char! 
For  game  makers  and  online 
that's  too  rich  a  pie  to  ignore 
"SIZABLE  NEED."  Many  game  a 
see  online  gaming  as  an  impoa 
of  the  industiy's  future.  One 
online  gaming  companies  is  T 
tainment  Network  (ten),  a  S;  j 
co-based  Web  site,  ten  allow:  it 
scribers  to  play  against  one  art 
a  variety  of  PC  games,  includi? 
versions  of  such  shoot-'em-up 
Software  Inc.'s  Doom.  "Our  f 
tal  premise,"  says  Jack  Heinsi 
president  and  chief  executive  1 
there  is  a  sizable  need  among 
sumers  to  play  online." 

That's  what  ten  is  discove 
the  three  months  since  its  lai 
garnered  more  than  14,000  si 
who  pay  $14.95  per  month  fo:J 
lege  of  virtually  chasing  and  }1 
each  other.  Most  are  18-to-34ie 
males  addicted  to  playing  sue; 
games  as  Doom  alone  on  theif 

Going  after  such  die-hard  m 
isn't  exactly  easy  pickings.  O: 
biggest  challenges  for  online  | 


Computers  were  a  big  part  of  Joyce 
M.  Wempe's  professional  life  during 
her  30  years  as  a  senior  computer 
operator  for  Texas  Instruments  Inc.  in 
Carrollton,  Tex.  Now,  they  are  a  big 
part  of  her  personal  life,  too.  Wempe, 
now  retired,  admits  to  spending  as 
much  as  four  hours  a  day  on  the  Inter- 
net— sometimes  logged  on  beyond  mid- 
night. She's  busy  with  an  experimental 
Web  site  called  NetPlay, 
which  allows  Net  surfers 
from  around  the  world  to 
log  on  and  play  a  virtual 
game  of  cards  anytime. 

"It's  hard  to  get 
Mends  together"  to  play 
in  person,  says  Wempe, 
60.  But  on  NetPlay,  she 
has  a  clique  of  online 
friends  that  will  happily 
play  poker  or  crazy 
eights  anytime.  "I  love 
it,"  she  says.  If  Internet 
companies,  online  ser- 
vices, software  makers, 
and  video-game  console 
giants  like  Nintendo 
have  their  way,  more 
people  like  Wempe  will 
soon  be  playing  more 
computer  and  video 
games,  online  and  off. 

Despite  the  strong  in- 
roads PCs  have  made 
into  American  homes, 
video-game  consoles,  such  as  Sony's 
PlayStation,  continue  to  sell.  Sales  of 
the  video  consoles  and  games  will  sur- 
pass $4.3  billion  dollars  this  year,  says 
Walter  Miao,  senior  analyst  for 
Access  Media  International  in  New 
York.  One  reason  is  the  still-daunting 
technical  complexity  of  pes.  Another 
reason  is  price.  "We're  talking  $200 


[for  a  video-game  system]  vs.  $2,000 
for  a  PC,"  says  Miao. 

Nintendo's  new  $199  Ultra  64  console 
unit  is  one  of  this  year's  hot  Christmas 
toys.  It's  disappearing  from  store 
shelves  faster  than  Nintendo  can  ship  it. 
The  company  is  expected  to  sell  out  its 
production  of  1  million  this  year.  Miao 
predicts  that  Sony  will  sell  more  than 
twice  that  many  of  its  18-month-old 


THE  ONE  TO  BEAT 

"Our  biggest  competitor  is  TV ...  We 
need  to  have  something  more  fun  and 
as  easy  to  use" 

Brian  Moriarty,  MPath  Interactive 


PlayStations.  Sega,  the  No.  2  maker  of 
32-bit  game  systems,  has  stumbled 
slightly  with  its  $199  Saturn.  But  Sega 
is  now  bundling  three  games  with  its 
unit,  and  sales  should  reach  nearly  1 
million  this  year,  Miao  says.  And  so  far, 
retail  sales  seem  to  be  on  track.  Accord- 
ing to  npd  Group  Inc.,  a  Port  Washing- 
ton (N.  Y.)  research  firm  that  tracks  re- 
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Some  parents  may  not 

be  thrilled  to  see 
the  military  trading 
tips  with  Disney 


y  research  seems  inadequate.  "All 
violence  studies  need  to  be  re- 
urges  sociologist  and  video-game 
Akira  Sakamoto  at  Ochanomizu 
i's  College  in  Tokyo, 
pe  my  son  won't  get  sucked  into 
illy  ugly  stuff.  But  I  don't  be- 
le  solution  is  to  pull  the  plug  on 
ining  games,  or  restrict  children 
et  of  "edutainment"  that  bores 
;enseless.  The  best  advice  I've 
1  from  parents  who  have  raised 
justed  gamers  is  to  stay  involved 
osing,  and  even  playing,  the 
You  don't  let  your  kids  watch  six 
t  unattended  hours  of  Die  Hard 


videos.  Likewise,  you  don't  let  them  go 
blind  playing  Mortal  Kombat. 

Because  I  write  occasional  game  re- 
views, Alec  and  his  friends  get  to  try 
out  a  lot  of  hardware  and  software.  I've 


spent  many  hours  watching,  and  I  like 
some  of  what  I  see.  In  kindergarten, 
Alec  taught  himself  to  read,  add,  and 
subtract  playing  game-like  drills  on  a 
toy  V-Tech  laptop.  Now,  he's  drilling 
himself  on  fractions  and  algebra. 

This  isn't  about  being  brainy.  Ask  Alec 
where  Mexico  is,  and  he  might  say 
North  Dakota.  It's  about  taking  delight  in 
hard  challenges — over  and  over  again. 
Can  you  leam  the  same  lessons  reading 
books  or  playing  baseball?  Sure.  But  if 
you  want  a  balance  that  has  technological 
relevance,  electronic  games  also  have  a 
place  in  the  lineup. 

By  Neil  Gross  in  New  York 


,  a  pesky  technical  problem 
cy."  Because  the  Net  works 
mall  packets  of  data 
ous  routes,  action  games 
m  can  become  a  little  dis- 
1  Net  traffic  is  heavy  and 
[  to  get  delayed  or  lost, 
roblem  is  that  shoot-'em-ups 
tice  the  majority  of  con- 
ay  games  on  the  Net,  some 
iers  say.  "When  people  play 
they  get  shot  and  die,"  says 
•ty,  a  game  designer  and  co- 
Path  Interactive,  in  Cuperti- 
or  most  folks,  'death'  equals 
need  interactive  entertain- 
you  can't  fail." 
ich  offers  an  online  version 
cently  agreed  with  Hasbro 

0  put  versions  of  classic 
iers  board  games — Monop- 

,  and  Risk,  among  others — 

1  is  also  trying  to  make 

le  Internet  more  sociable, 
were  gathered  around  a 
m  a  table  rather  than  star- 
a  PC.  "Our  biggest  competi- 
ys  Moriarty.  "We  need  to 
ing  more  fun  and  as  easy 

Y.  MPath's  Web  site  is  one 
'  that  give  subscribers  with 
'Cs  the  ability  to  talk  to 
s  during  a  game.  Members 
leir  pes'  microphones, 
tre  digitizes  their  voices 
iem  over  the  Net  to  other 
ers  without  microphones 
:yping  messages. 
rare  maker  Interactive 
eigh,  N.  C,  has  been  work- 
mai  Corp.  in  Charleston, 

development  of  a  promis- 
le  game  called  Air  Warrior 
Y  six  months  of  tests  on 
ine  and  CompuServe,  the 

gathered  a  phenomenal 
ich  night,  pilot  wannabes 
le  rooms  set  aside  for  flight 


sims.  "On  some 
nights,  you  can't  get 
online  because  we 
have  up  to  2,000  peo- 
ple logged  on  and  fly- 
ing," says  J.  W.  Bill 
Stealey,  chairman  of 
Interactive  Magic. 

Stealey  is  a  former 
Air  Force  pilot  who 
never  got  to  fly  a 
modern  combat  jet 
but  still  goes  by  the 
moniker  "Wild  Bill." 
He  says  about  two- 
thirds  of  his  titles 
will  have  Net  access 
and  be  able  to  con- 
nect with  each  other. 
He  has  a  vision  of  a 
large  electronic  bat- 
tlefield where  hun- 
dreds of  players  can 
log  on  and  slug  it  out 
with  their  choice  of 
weapons — the  latest 
jet  planes  or  ground- 
chewing  battle  tanks. 
"We're  excited  about 
the  whole  thing,"  says 
Stealey.  "I  can't  wait 
to  go  online  and  blow 
something  up." 

Ultimately,  it's  the 
"content" — the  quality 
of  the  games — that 
matters  most,  whether 
online  or  off.  And  that 
has  game  software  companies,  from  the 
largest  developers  to  the  garage-shop 
startups,  racing  to  crank  out  code  for 
both  PCs  and  consoles. 

Electronic  Aits  Inc.,  No.  2  in  the 
game-software  market,  is  writing  games 
for  both  PCs  and  console  systems.  "We 
see  20%  growth  year  to  year  for  both 
platforms,"  says  Don  Mattrick,  senior 
vice-president  for  Electronic  Arts' 
North  American  studios.  Nearly  half  of 


CROWDED  SKIES 

"Some  nights  you  can't 
get  online  because  we 
have  up  to  2,000  people 
logged  on  and  flying" 

Bill  Stealey,  Interactive  Magic 


the  63  game  titles  EA 
shipped  this  year 
were  for  the  home-PC 
market.  While  most 
of  its  products  are 
designed  for  Sony's 
PlayStation,  the  com- 
pany isn't  completely 
ignoring  the  online 
gaming  realm.  Next 
year,  ea  plans  to  in- 
troduce Ultima  On- 
line, an  online  role- 
playing  game  where 
players  become  me- 
dieval characters. 

NetPlay's  37-year- 
old  co-founder,  Le- 
land  Ancier,  who  has 
been  designing  com- 
puter games  since 
the  ninth  grade,  is 
aiming  for  family  en- 
tertainment. "Our  fo- 
cus is  on  all  family 
games  and  how  to 
get  people  to  interact 
with  each  other,"  he 
says.  NetPlay  hopes 
to  "go  live"  with  its 
card  and  board  games 
by  April.  Meanwhile, 
7th  Level  Inc.,  an  ed- 
ucational software 
maker  in  Richardson, 
Tex.,  hopes  to  launch 
Kids  World  Online 
next  year.  7th  Level 
ceo  George  D.  Grayson  says  Kids 
World  will  have  music,  cartoon  charac- 
ters, and  global  links  so  kids  can  corre- 
spond with  E-pals  around  the  world. 

Even  the  geniuses  at  id  Software  are 
working  to  move  beyond  the  blood- 
soaked  Doom  and  Quake.  It's  one  more 
sign  that  the  industry  is  determined  to 
capture  the  hearts,  minds,  and  money 
of  the  Joyce  Wempes  of  the  world. 

By  Paid  M.  Eng  in  New  York 


We  question.  We  explore. 


We  advise.  We  interpret. 


We  speak  in  16  languages. 


We  analyze.  We  teach. 


We  track  debt  in  over  50  countries. 


We  edit.  We  listen. 


We  talk  to  the  world. 


And  every  day,  it  asks  us 


to  pass  along  something  new. 
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welopments  to  Watch 


D  BY  OTIS  PORT 


iTHSHAKING  NEWS  FROM  OLD  SPY  PIX 


SATELLITE  PHOTOS  THAT 

;eemingly  given  up  all 
secrets  are  yielding 
hformation  at  nasa's 
ropulsion  Laboratory 
sadena,  Calif. 
,  geologists  Robert 
>en  and  Ronald  Blom 
3d  a  way  to  spot 
id  shifts  by  superimpos- 
vo  satellite  photos  tak- 
different  times.  A  team 
j  Paul  E.  Stolorz  pro- 
ned  the  concept  into  a 


Cray  T3D  supercomputer  and 
used  statistical  tricks  to  im- 
prove the  resolution  and  spot 
ground  movements  as  small 
as  one  meter. 

The  computer  works  with 
100-by-100  blocks  of  pixels 
taken  from  larger  images.  If 
a  block  from  the  new  image 
has  to  be  shifted  to  line  up 
with  the  old  one,  the  com- 
puter records  this  as  mo- 
tion. The  process  is  repeat- 
ed thousands  of  times.  The 


image  here,  which  required 
24  hours  of  processing  on 
the  Cray,  shows  dislocations 
in  the  Mojave  Desert  from 
the  Landers  earthquake  of 
1992.  The  color  compass  in 
the  corner  indicates  the  di- 
rection of  movement.  The 
added  black  lines  depict 
known  faults. 

Now,  the  jpl  team  is 
looking  for  sand-dune  mo- 
tion on  Mars.  Next,  it  will 
examine  Europa,  a  moon  of 
Jupiter,  for  signs  of  motion 
that  would  hint  at  liquid  wa- 


WSSB3& 
ter  beneath  its  ice  crust. 
Stolorz  says  a  3-D  version 
might  detect  tumor  growth 
in  X-ray  images.  Peter  Coy 
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PEEK  AT  THE  LONG- 

uture  of  semiconduc- 
e  annual  Internation- 
ron  Devices  Meeting 
s  one  must-go  event, 
.is  year  in  San  Fran- 
mid-December,  it  left 
bt  that  the  age  of 
i  chips"  is  about  here, 
m  chips  will  have  all 
)duct's  electronic  cir- 
squeezed  onto  one 
eluding  both  logic  and 
'  functions,  which 
)re  have  been  pro- 
ith  incompatible  chip- 
techniques.  Engineers 
assing  old  roadblocks 
s  can  have  several 
i  many  transistors  as 
le  chips  in  most  sys- 
oday.  At  iedm,  re- 
's seemed  confident  of 
g  transistors  by  2005 
microns,  or  half  the 
hose  on  the  most  ad- 
:hips.  Indeed,  a  team 
subishi  Electric  Corp. 
how  the  light  from  a 
-fluoride   laser  can 

i  '.12-micron  transistors. 

t|  *  chips  to  sport  4  bil- 

i  lore  transistors  in  less 

I  years. 

J  rrow's  chips  could 
B  in  even  bigger  sur- 
!|  combining  normally 


incompatible  materials,  such 
as  silicon  and  gallium  ar- 
senide (GaAs).  Researchers 
from  Japan's  Nagoya  Insti- 
tute of  Technology  reported 
that  GaAs  "islands"  can  be 
seeded  on  silicon — despite  the 
mismatch  in  their  crystalline 
structures — if  the  islands  are 
very  tiny.  The  Nagoya  team 
thus  scored  a  first:  building 
GaAs  light-emitting  diodes 
(leds)  on  silicon.  That  sets 
the  stage  for  hybrid  chips 
that  can  handle  both  optical 
and  electrical  signals.  □ 


INNOVATIONS 


■  Cybertrax  Innovative  Tech- 
nologies in  Tampa,  Fla.,  plans 
to  introduce  an  "omnidirec- 
tional" wheelchair  next 
spring.  Based  on  technology 
developed  by  Oak  Ridge  Na- 
tional Laboratory  to  enable 
mobile  robots  to  work  in 
tight  quarters,  the  battery- 
powered  wheelchairs  are 
much  easier  to  maneuver. 
"This  wheelchair  is  perfect 
for  parallel  parking,"  quips 
co-inventor  Stephen  Killough 


a  researcher  in  ornl's  robot- 
ics division. 

■  osram  Sylvania  Inc.  has  un- 
veiled a  new  kind  of  fluores- 
cent lamp  that  promises  to 
more  than  triple  the  life  of 
fluorescent  tubes,  to  60,000 
hours.  The  key:  using  mag- 
netic-induction technology  to 
generate  the  electrons  that 
produce  light.  This  technology 
eliminates  the  electrodes  at 
both  ends  of  a  fluorescent 
tube,  which  are  usually  what 
fail.  The  long-life  lamps 
should  show  up  by  1998.  □ 


THE  GIFT  OF  SIGHT-FR0M  A  TOOTH 


BHIMJI  VARSANI  JUST  TRAD- 

ed  an  eyetooth  for  an  eye. 
The  vision  of  the  one-eyed 
grandfather  from  London 
has  been  deteriorating  as  a 
result  of  trachoma,  a  viral 
disease  of  the  eye.  Corneal 
transplants  failed,  and  he 
went  totally  blind.  But  if 
all  goes  well,  he'll  see 
his  gi'andchildren 
again  next  year — 
through  his  eyetooth. 

Using  a  tooth  to  re- 
pair an  eye  may 
seem  strange,  but 
the  dentine  in  teeth 
is  more  resistant 
than  calcium  in 
bones  to  body  flu- 
ids. A  hard  mate- 


rial is  needed  to  hold  an  ar- 
tificial lens  in  place  and 
maintain  the  eye's  structur- 
al integrity. 

After  the  tooth  was  re- 
moved on  Nov.  27,  Christo- 
pher Liu,  a  surgeon  at  Sus- 
sex Eye  Hospital  in 


Brighton,  ground  its  root 
into  a  small  rectangular 
plate,  punched  a  hole  in  the 
center,  and  inserted  a  plas- 
tic lens.  Then  the  plate  was 
embedded  in  Varsani's 
cheek,  where  it  will  be  infil- 
trated by  tissue,  because 
the  tooth  is  still  alive.  Next 
year,  the  plate  and  the  at- 
tached soft  tissue  will  be 
stitched  into  Varsani's 
eye.  This  procedure 
was  developed  by  Gi- 
ancarlo  Falcinelli, 
chief  ophthalmologist 
at  Rome's  San  Camil- 
lo  Hospital.  In  Italy, 
180  of  these  proce- 
dures have  been  per- 
formed, with  a  75% 
success  rate. 

Julia  Flynn 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwdec@busmessweek.com 


Finance 


DEALS 


WILL  LBO  LIGHTNING 
STRIKE  TWICE? 

A  second  DLJ  buyout  fund  aims  for  the  success  of  the  first 


lisher  of  newsletter  Private  Equity  In- 
vestor. "This  was  probably  the  most 
sought-after  lbo  fund  of  the  1990s." 

To  be  sure,  dlj  has  invested  in  a  few 
losers.  For  example,  its  $66.3  million  in- 
terest in  Coastal  Capital  Funding  Corp., 
a  mortgage  banking  concern,  which  it 
acquired  in  1993,  was  decimated  in  1994 
by  the  surge  in  interest  rates  and  the  re- 
sulting collapse  of  the  mortgage  refi- 
nancing market,  dlj  jettisoned  Coastal  in 


■  n  February,   1994,  Victor  M.  G. 

I  Chaltiel  left  his  post  as  chairman, 

I  president,  and  ceo  of  home-health- 
I  care  provider  Total  Pharmaceutical 
Care  following  the  sale  of  the  Torrance 
(Calif.)  company.  Minutes  after  the  sto- 
ry hit  the  wires,  a  merchant  banker  at 
Donaldson,  Lufkin  &  Jenrette  Securi- 
ties Corp.,  tpc's  investment  banking 
firm,  phoned  to  propose  they  team  up 
on  a  brand-new  venture. 

Chaltiel  and  dlj's  merchant 
banking  unit  soon  crafted  a 
deal  to  acquire  a  majority 
stake  in  a  Tenet  Healthcare 
Corp.  kidney  dialysis  unit, 
which  Tenet  was  shedding  in 
a  restincturing.  Over  the  next 
two  year's,  dlj  helped  the  new 
company,  Total  Renal  Care 
Holdings  Inc.,  snap  up  71 
treatment  facilities,  took  it 
public  at  $15.50  a  share,  led 
two  secondary  stock  issues, 
and  participated  in  a  $400  mil- 
lion loan,  dlj's  net  annual  re- 
turn on  its  original  $10.5  mil- 
lion investment  in  trc:  a 
robust  386%. 

HISTORIC  PEAKS.  DU's  ability 
to  supply  one-stop  financial 
shopping  and  react  rapidly  to 
opportunities  for  deals  appears 
to  be  among  the  reasons  that 
its  first  merchant  banking  lim- 
ited partnership  fund,  which 
raised  $1  billion  in  1992,  has 
turned  out  to  be  one  of  the  STEADY  COURSE  November  for  $20  million, 
most  lucrative  on  Wall  Street,  „  ,  ,  ,  p.  Nonetheless,  the  over- 

with  a  net  annual  return  to  in-  ^CmOSS  and  Dean  say  ajj  resuits  seem  to  ratify 
vestors  of  75%.  And  it  explains  they'll  use  the  same  dlj's  somewhat  eontro- 
why  many  of  the  same  institu-  eclectic,  global  versial  decision  in  the 

tional  investors  and  wealthy  im.Ad.  '  lt  cfratpm7  1980s  to  emphasize  mer- 
individuals— including  about  investment  suaiegy    chant  banking>  in  which 


;  cast 


junk  bonds  and  raises  money.  5  iff  v. 
firms,  notably  Merrill  Lynch  &  Cc 
addressed  this  conflict  by  moving!  ■  ' 
solve  such  funds,  while  others,  im  I* 
Morgan  Stanley  &  Co.,  have  erect*  If  - 
nese  walls  between  their  inves  W1 
banking  and  principal  investing  : 
ties.  "I'm  sure  we've  lost  some  t$M 
along  the  way,"  admits  Lawrei 
Schloss,  42,  head  of  dlj's  merchant 
ing  group.  But  he  defends  the  sti  it  a 
"We've  uniquely  grown  our  me  a 
banking  and  leveraged-buyout  cliei  used  t 
ness  using  the  same  pool  of  capit  if* 

Right  now,  however,  Schloss': 
concern  is  finding  deals  that  can  k 
returns  approaching  those  achieW  SEED: 
the  first  fund.  But  with  price-es  iange  i; 
multiples  at  historic  peaks,  invest]  i  averaj 
$3  billion  will  likely  prove  harde 
raising  it.  "I  don't  think  the  retulabout : 
be  as  high"  as  it  was  on  the  firstransac 
says  Michael  O'Reilly,  chief  investirft  other 
ficer  at  Chubb  Corp.,  which  has 
in  both.  "I'd  be  delighted  if  it  was- 


Donaldson  L 


COMPANY/ 

DESCRIPTION 


TOTAL  RENAL  CARE 

Third-largest  U.S.  kidney  dia 


ARGYLE  TELEVISION  HOLDINl 
Network-affiliated  TV  station 
New  World  Communications 


OSI  SPECIALTIES  HOLDING 


Specialty  chemical  manufact 
to  Witco  in  1995 


TERRA  NOVA  GROUP 
London/Bermuda  insurer  and 


NIMBUS  CD  INTERNATIONAL 

Major  compact-disk  manufac 


IVAC  HOLDINGS 

Medical  device  maker  sold  in 


DATA  DONALDSON,  LUFKIN  &  JENRETTE  SECU 


eluding 

500  DLJ  professional  employees  who 
pledged  $750  million  of  their  own  mon- 
ey— rushed  to  commit  $3  billion  to  the 
firm's  second  fund.  That  was  $1.25  billion 
more  than  the  original  target.  It's  the 
third-largest  buyout  hind  ever,  after  two 
$5  billion-plus  Kohlberg  Kravis  Roberts 
&  Co.  funds.  Says  Steven  Galante,  pub- 


banking, 

bankers  invest  as  principals  in  transac- 
tions. Sometimes  that  strategy  rubs  its 
investment  banking  clients  the  wrong 
way.  That's  because,  as  a  merchant 
banker,  dlj  often  competes  for  deals  with 
the  same  buyout  firms,  including  Leon  D. 
Black's  Apollo  Advisors  and  Hicks,  Muse, 
Tate  &  Furst,  for  which  it  underwrites 


Still,  Schloss  and  fund  co-m£jar 
Thompson  Dean,  38,  say  they 
stick  closely  to  the  eclectic,  intermit: 
middle-market  investment  strateg 
worked  well  the  first  time.  Underr. 
that  strategy  is  their  ability  to  1 
checks  to  make  deals  happen  quick 
also  supplies  the  merchant  banki 
eration  with  a  bountiful  deal  ft 
Schloss — more  than  he  would  se< 
buyout  boutique.  There,  he  says,  "'. 
just  be  another  guy  with  $1  billioi 

Schloss  now  favors  technology 
panies  and  makers  of  health- 
vices  and  specialty  chemicals.  Fre 
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the  case  of  Total  Renal  Care, 
ites  companies  when  larger  en- 
l  cast  off  units  no  longer  deemed 
heir  core  business.  Says  Schloss: 
jizarre  collection  of  stuff."  dlj 
sr  clear  of  some  businesses,  such 
urants  and  apparel  makers, 
irm  also  employs  a  wide  array 
tructures,  including  conventional 
d  buyouts,  minority  stakes,  and 
irly,  leveraged  buildups.  In  such 
vestors  buy  an  anchor  business 
form  for  acquiring  similar  eom- 
ith  a  view  to  eventually  taking 
h  larger  entity  public,  dlj  suc- 
used  that  technique  in  expand- 
Renal  Care  and  Phase  Metrics, 
of  computer  testing  equipment, 
ther  transactions. 
B  "SEEDS."  One  thing  that  will 
hange  is  investment  size.  The 
d  averaged  just  $35  million  on 
actions.  That  number  will  likely 
about  $60  million,  dlj  completes 
xansactions,  and  more  of  them, 
st  other  buyout  funds  in  the  $1 
us  club.  "Bringing  multibillion- 
sources  to  middle-market  situ- 


INVESTED 
(MILLIONS) 

PROCEEDS/ 

VALUE 

(MILLIONS) 

NET  ANNUAL 
RETURN* 

$10.5 

$197.5 

386% 

45.0 

347.2 

344 

34.0 

357.2 

152 

34.3 

113.3 

89 

13.0 

77.2 

80 

40.0 

132.2 
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an  be  powerful,"  says  Dean, 
jcause  a  big  fund  can  quickly 
ite  all  the  pieces  of  a  small 
hiding  the  initial  bridge  financ- 
ty,  junk  bonds,  and  syndicated 
ithout  inciuring  excessive  risk, 
has  dispatched  colleagues  to 
;  markets  to  find  more  deals 
114.1  million  convertible  debt  in- 
it  made  in  an  Indonesian  con- 
finances  motorcycle  purchases, 
lloss:  "We're  trying  to  plant 
i  lot  of  regions."  So  far,  most  of 
•ds  appear  to  be  germinating. 
Phillip  L.  Zweig  in  New  York 


BANKING 


NOTHING  SUCCEEDS 
LIKE  DISTRESS 

First  City,  near  death  twice,  now  thrives  on  bad  loans 

FirstCity  Financial 
Corp.,  based  in 
Waco,  Tex.,  has 
made  a  tidy  profit 
mining  the  detritus  of 
the  financial  system.  It 
collects  on  bad  loans  that 
it  buys  cheaply  from  fi- 
nancial institutions  that 
would  rather  not  be 
bothered  with  them.  Its 
stock  has  doubled  since 
1995.  In  a  somewhat 
risky  but  potentially  lu- 
crative move,  FirstCity 
is  poised  to  extend  its 
reach  into  Europe  and 
Mexico  and  into  new 
business  areas.  It  is  ne- 
gotiating to  purchase  a 
$50  million  package  of 
bad  commercial  and  real 
estate  loans  from  a 
French  seller. 

And  FirstCity  knows 
quite  a  lot  about  bad 
loans.  Four  years  ago, 
federal  banking  regula- 
tors seized  First  City 
Bancorp,  of  Texas  Inc., 
FirstCity  Financial's  pre- 
decessor. They  declared 
its  20  banks  insolvent 
and  predicted  a  $500  mil- 
lion bailout.  It  seemed  al- 
most certain  the  bank  holding  company 
had  taken  its  last  breath.  After  all,  this 
was  the  second  time  in  four  years  that 
federal  regulators  had  stepped  in  to  res- 
cue First  City.  On  Halloween,  1992,  the 
day  after  the  seizure,  bondholders 
pushed  First  City,  once  Texas'  largest 
independent  bank,  into  involuntary 
bankruptcy.  "I  was  pretty  sure  we  were 
dead,"  says  First  City's  former  chief  fi- 
nancial officer,  Robert  W.  Brown. 
WINDFALL.  But  a  funny  thing  happened 
on  the  way  to  the  big  bank  vault  in  the 
sky.  In  February,  1993,  the  Federal  De- 
posit Insurance  Corp.'s  sale  of  First 
City's  20  banks  raked  in  a  $434  million 
premium,  leaving  $60  million  more  than 
needed  to  pay  off  depositors — unusual  in 
bailouts.  Equally  rare,  First  City  sued 
the  fdic  for  illegally  seizing  its  banks — 
and  won.  In  November,  the  fdic  agreed 


CEO  HAWKINS:  Hunting  promising  problems  abroad 


to  return  $380  million  in  cash  and  other 
assets  to  the  bank  holding  company. 

Armed  with  that  windfall  and  a 
merger  with  J-Hawk  Corp.,  based  in 
Waco,  Tex.,  First  City  emerged  from 
Chapter  11  in  July,  1995,  to  begin  its 
third  life.  The  new  company,  FirstCity 
Financial  Corp.,  adopted  J.  Hawk's  main 
business  of  managing  distressed  loans 
and  real  estate.  "This  is  a  very  rare 
case,"  says  analyst  William  L.  Eddie- 
man  Jr.  of  Coastal  Securities.  "Most 
banks  in  First  City's  position  were  liq- 
uidated and  went  away." 

The  new  company's  ceo,  James  R. 
Hawkins,  who  founded  J-Hawk,  is  a  60- 
year-old  former  retail  executive  and  cer- 
tified public  accountant.  He  cut  his  teeth 
running  now  mostly  defunct  Gibson's 
Discount  Center,  a  Southern  store  chain 
that  often  dealt  in  closeout  merchan- 


Finance 
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Today. 
Better  News 
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If  the  cost  of  a  college  educa- 
tion seems  expensive  now,  imagine 
what  it  will  be  in  18  years.  That's 
why  Bonds  bought  for  your  child's 
education  can  be  completely  tax 
free.  Start  buying  Bonds  today  at 
your  local  bank,  or  ask  about  the 
Payroll  Savings  Plan  at  work. 
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dise.  With  $6  million  in  tax-loss  carry- 
forwards from  Gibson's,  Hawkins  in  1986 
started  buying  pools  of  consumer  loans 
from  the  FDic,  but  quickly  shifted  to 
acquiring  commercial  loans  and  fore- 
closed real  estate  when  the  government 
began  selling  billions  of  dollars  in  .as- 
sets seized  from  failed  banks  and  thrifts. 
By  paying  a  discount  for  the  loans,  and 
then  working  with  the  borrowers  to  pay 
them  off  for  substantially  more,  J-Hawk 
helped  pioneer  a  profitable  financial-ser- 
vices niche.  Since  1986,  J-Hawk  has 
bought  $2.3  billion  in  distressed  assets 
for  $950  million  and  expects  to  collect 
more  than  the  full  value  as  profit. 

FirstCity  Financial  has  produced  im- 
pressive results  so  far.  Its  earnings 
jumped  66%,  to  $13.8  million,  in  the 
first  nine  months  of  1996.  Analyst 
Steven  R.  Schroll  of  Piper  Jaffray  Inc. 
expects  full-year  net  income  of  $20  mil- 
lion, up  36%  from  1995.  Helping  earn- 
ings now  and  well  into  the  next  century 
are  $600  million  of  tax  benefits  from 
the  old  First  City's  losses  on  oil  and 
real  estate  loans. 

Wall  Street  is  taking  note  of  the 
strong  earnings.  FirstCity  Financial's 
shares  are  trading  at  28%,  vs.  12  when 
it  began  trading  in  July,  1995.  Its  pre- 
ferred shares  are  up  14%,  to  2314. 
That's  a  hefty  payoff  for  old  First  City 
shareholders,  who  exchanged  their  hold- 
ings for  shares  in  the  new  company. 
For  example,  one  old  preferred  share, 
which  traded  for  a  penny  in  December, 
1992,  is  now  worth  about  $70  in  com- 
mon and  preferred  stock  and  warrants 
of  the  new  company.  "I  guess  I  looked 
real  dumb  when  I  didn't  sell  my  shares 
back  in  1992,"  says  longtime  First  City 
shareholder  Richard  E.  Bean,  who  is 
now  a  FirstCity  Financial  director.  "But 
I  just  felt  something  positive  would 
come  out  of  this  for  shareholders.  In 
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the  end,  I  guess  I  was  real  sma  b 
cause  I've  made  70  times  the  airunt 
originally  invested  on  First  City4§lL 
ferred  snares." 

There  are  some  shadows  on  thi 
zon.  FirstCity  Financial  is  feelin] 
sure  in  its  core  distressed-asset 
ness  since  the  now  strong  U.  S.  ecc 
and  banking  system  creates  a  si 
supply  of  distressed  assets,  which 
margins.  "When  we  started  oir 
margins  were  just  incredible," 
Hawkins.  "We  consistently  brouj 
50%  to  70%  return  on  equity.  Nc 
down  to  the  30s." 
SOUR  ASSETS.  In  recent  month: 
company  has  begun  to  diversify 
new  businesses  that  will  use  its  sk 
managing  loan  portfolios  and  disj 
of  assets  that  have  gone  sour.  It  i 
geting  "subprime"  or  "high-risk' 
forming  consumer  loans  such  as 
loans  to  borrowers  with  poor 
records.  Within  three  years,  Ha 
expects  the  new  businesses  to  ac 
for  about  80%  of  FirstCity  Fina 
profits.  To  get  there,  the  compan 
embarked  on  an  aggressive  acqui 
strategy,  gobbling  up  competitors 
secondary  auto-finance  markets,  fi 
ample.  Next  year,  the  company  w 
ter  the  mortgage  business.  "Firs 
Financial's  expertise  is  readily  tra 
able"  into  the  new  areas,  says 
Schroll. 

But  don't  expect  FirstCity  Fin 
to  turn  its  back  entirely  on  distr 
assets.  In  addition  to  its  foray  ove 
Hawkins  sees  bad  assets  contini 
trickle  in  from  U.  S.  banks.  "Ther 
always  be  distressed  assets  out  ti 
he  says.  For  FirstCity  Financial 
tress  these  days  means  a  profit  c 
tunity,  not  a  trip  to  the  courthous 
By  Stephanie  Anderson  1 
in  L] 
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First  City's  Three  Lives 


i 


1956  First  City  National  opens  in  Houston 

1988  FDIC  pumps  in  $970  million  of  a  $1.5  billion  bailout,  led  by  form 
Chicago  banker  A.  Robert  Abboud  and  Donaldson,  Lufkin  &  Jenrette 

1991  After  several  out-of-state  loans  sour,  Abboud  is  ousted  as  chairmar 

1992  Regulators  seize  First  City's  banks,  declare  them  insolvent;  FDIC  e 
mates  $500  million  bailout;  bondholders  force  First  City  into  Chapter  1! 

1993  FDIC  sells  First  City's  banks  for  $434  million  premium,  resulting 
an  estimated  $60  millicn  surplus;  First  City  sues  FDIC  for  $3  billion, 
claiming  illegal  seizure  of  its  banks 

1995  FDIC  settles  with  First  City  for  $380  million;  bank  emerges  from  I 
bankruptcy,  merges  with  J-Hawk  Corp.  of  Waco,  Tex.,  to  form  FirstCity 
Financial  Corp.,  specializing  in  distressed  financial  assets 
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IAFE  NEW  WORLD 
R  FUTURES? 

lodities  indexes  are  hot,  and  they're  luring  big  investors 

iany  investors,  commod- 
futures  are  the  ultimate 

of  the  dice,  with  the 
tacked  firmly  against 
Novice  players,  smitten 
B  lofty  leverage,  usually 
eir  shirts  if  not  their 
Many  who  have  taken 
e  on  managed  futures — 
tual  funds  of  the  corn- 
business — have  had  lit- 
>how  for  it.  In  recent 
eturns  have  lagged  well 
the  gains  from  U.  S. 
And  scandals  such  as 
no  Corp.'s  copper  deba- 
e  made  potential  in- 
even  more  nervous. 

some  futures  gurus 
ley  have  found  a  way 
e  commodity  markets 
latable  to  risk-conscious 
rs:  indexes.  They  are 
programs  that  make  it 
bet  on  bullish  trends  in  a  broad 
:  energy,  metal,  and  agricultur- 
al. The  result  can  be  a  rela- 
w-risk,  well  diversified  portfolio. 
>ast  year  or  two,  indexed  com- 
investments  have  started  at- 
[  a  following.  "This  is  a  sea 
'  says  Steven  Strongin,  director 
nodities  research  at  Goldman, 
i  Co.  "It's  getting  serious  at- 
from  top-tier  investors." 
>ENSE."  In  commodity-index  in- 

the  most  reliable  indicator  is 
dman  Sachs  commodity  index 
.  weighted  average  of  long  po- 
tt 22  exchange-traded  futures 
;s.  Excluding  short  positions 
3S  leverage  and  fees  while  cap- 
;he  upside  of 
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trends.  Since 
was  launched 
rs  ago,  invest- 
linked  to  its 
iance  have 
an  estimated 
>n,  nearly  all 
^h-level  insti- 
Harvard  Man- 
t  Co.,  for  in- 
has  invested 
illion  of  the 
ity's  endow- 
i  md  working 
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COMMODITY  INDEX 
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capital  in  a  csci-based 
program.  Among  indi- 
viduals, only  the  very  Goldman's  Strongin 
rich  can  afford  to  invest  calls  the  growing 

directly  in  programs  interest  in  indexed 

geared  tor  institutions.  . 
For  small  investors,  it's  Commodities 

possible  to  trade  gsci  "a  sea  change" 

futures  and  options  on 
the  Chicago  Mercantile  Exchange.  And 
Oppenheimer  Funds  is  seeking  regu- 
latory approval  for  a  gsci  mutual  fund 
with  a  minimum  investment  of  only 

$1,000. 

Diversification  is  a  big  plus  in  gsci- 
linked  plays.  For  example,  returns  from 
commodities  tend  not  to  correlate  with 
those  in  broader  financial  markets. 

When  stocks  and  bonds 
go  down,  commodity  in- 
vestments have  a  rea- 
sonable chance  of  rising. 
Given  the  spotty  perfor- 
mance of  such  tradition- 
al diversifiers  as  gold 
and  real  estate,  "a 
broad  basket  of  com- 
modities certainly  makes 
a  lot  more  sense,"  says 
John  B.  Rowsell,  re- 
search director  at 
Credit  Agricole  Futures 
in  Chicago. 
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Commodities  seers  also  believe  that 
global  economic  growth,  especially  ris- 
ing incomes  in  East  Asia,  will  push  up 
commodity  prices  in  the  years  to  come: 
To  be  sure,  volatility  also  will  increase, 
as  it  did  earlier  this  year:  An  incipient 
commodity  boom  sparked  inflation  fears 
before  fizzling  in  the  face  of  unexpect- 
edly plentiful  supplies.  Still,  booms 
could  become  commonplace,  as  demand 
for  everything  from  corn  to  crude  oil 
continues  to  expand.  Because  invento- 
ries of  key  commodities  are 
tight,  buyers  will  tend  to  over- 
react to  temporary  shortages, 
sending  prices  sharply  higher. 
During  this  winter's  early  cold 
snap,  for  instance,  lean  stock- 
piles of  petroleum  led  to  sud- 
den spikes  in  heating  fuel. 

For  investors  in  indexed 
commodity  products,  those 
spikes  can  be  highly  profitable. 
As  of  Dec.  9,  the  gsci  has  re- 
turned 32.5%  in  1996,  on  top 
of  a  20.3%  return  in  1995. 
Much  of  the  gain  came  from 
rising  prices  in  energy  con- 
tracts, which  represent  more 
than  half  the  index.  Investors 
also  benefit  from  the  fact  that 
contracts  in  the  index  often 
shoot  higher  just  before  expi- 
ration. That's  because  market 
players  are  willing  to  pay  up 
for  immediate  delivery  of  com- 
modities. As  contracts  in  the 
index  expire,  funds  are  rolled 
into  new  contracts  that  are 
usually  cheaper,  because 
they're  at  least  a  month  away 
from  expiration.  So  even  when 
commodity  prices  are  flat,  the 
index  has  booked  profits  simply 
by  buying  contracts  early  in 
their  life  cycles  at  a  discount  and  sell- 
ing them  at  the  end  for  a  premium. 

Commodity  indexing  has  its  share 
of  skeptics.  Some  professional  traders 
doubt  that  an  index  of  long-only  posi- 
tions can  make  money  over  time,  be- 
cause prices  tend  to  even  out.  It's  a 
tough  sell  to  pension-fund  managers, 
too,  who  know  their  careers  could  be 
jeopardized  if  a  derivatives-based  in- 
vestment blows  up  on  them. 

And  to  many,  playing  the  commodi- 
ty markets  still  sounds  like  investing 
in  the  pot  at  a  poker  game.  "Investing 
in  futures?  That's  the  worst  oxymoron 
I've  ever  heard  in  my  life,"  sniffs  E. 
Michael  Metz,  chief  investment  strate- 
gist at  Oppenheimer  &  Co.,  which 
is  unrelated  to  the  firm  launching 
the  gsci  mutual  fund.  Overcoming  fu- 
tures' wild  and  woolly  reputation  may 
take  more  than  an  innocuous-sounding 
index. 

By  Greg  Burns  in  Chicago 
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WILL  TURNER  BRING 
A  TURNAROUND? 

Time  Warner  (twx)  shareholders  have 
watched  the  bull  market  pass  them 
by.  Indeed,  the  media-and-entertain- 
ment  giant's  stock  has  headed  south,  to 
39  a  share,  down  from  45M  in  February. 
But  big  shareholders  haven't  rioted  at 
Time  Warner's  shabby  performance. 

Such  heavyweights  as  Mario  Gabelli, 
whose  funds  own  4.5  million  shares, 
and  Herb  Ehlers,  whose  Liberty  Cap- 
ital Management  has  4  million,  think 
the  stock  will  wake  up  when  certain 
events  unfold. 
And  new  Time 
Warner  bulls 
aren't  complain- 
ing, either. 

"It  gives  us  a 
chance  to  ■  accu- 
mulate shares 
quite  cheaply," 
says  New  York 
money  manager 
Lew  Rabinowitz. 
He  says  this 
large-cap  remains 
"one  of  the  most 
undervalued  asset 
plays  around." 
"  Rabinowitz,  presi- 
dent of  R.  Lewis  Securities,  thinks 
Time  Warner  offers  value-hunters  a 
piece  of  a  premier  collection  of  prized 
assets.  The  stock,  he  says,  "has  the 
potential  of  joining  the  ranks  of  the 
high-flying  giants,  such  as  IBM  and  GE." 

For  Rabinowitz,  the  key  is  Ted 
Turner.  "We  are  convinced  Turner  will 
rescue  investors  from  Time  Warner's 
long  period  of  underperformance,"  he 
says.  Time  Warner  completed  acquisi- 
tion of  Turner  Broadcasting  on  Oct. 
10,  elevating  Turner,  who  holds  11%, 
to  vice-chairman  of  the  merged  outfit. 

Rabinowitz  believes  Turner  will  play 
a  big  role  in  forging  a  deal  to  unravel 
Time  Warner's  partnership  with  U  S 
West  Media  Group,  which  owns  25% 
of  Time  Warner  Entertainment.  This 
unit  includes  the  cable  systems,  Warner 
Bros.  Studios,  Home  Box  Office,  and 
Cinemax.  Shareholders  have  been 
pressing  management  to  split  the  cable 
and  programming  assets  and  take  full 
ownership  of  programming. 

Both  Gabelli  and  Rabinowitz  believe 
an  agreement  will  be  worked  out  for 


RABINOWITZ:  He 

sees  Time  Warner 
thriving  with  its 
new  vice-chairman 


Time  Warner  to  give  up  part  of  the 
cable  assets  in  order  to  gain  full  control 
of  programming,  which  is  a  big  cash- 
flow generator.  They're  convinced  that, 
with  prodding  from  Turner,  Chairman 
Gerald  Levin  will  finally  move  to  cut  a 
deal  with  U  S  West.  Recently,  Time 
Warner  indicated  a  willingness  to  light- 
en its  cable  holdings  to  become  a  more 
integrated  content  provider. 

Analyst  David  Londoner  of  Schroder 
Wertheim  notes  that,  since  the  pro- 
gramming or  content  assets  are  net 
cash  contributors,  an  accord  with  U  S 
West  will  improve  Time  Warner's  bal- 
ance sheet  and  be  able  to  pay  down 
debt  from  internal  cash  flow.  He  says 
the  company  will  be  in  a  positive  cash- 
flow position  by  early  1997  if  it  solves 
the  complex  cable  puzzle. 

As  it  stands,  Londoner  puts  the  pri- 
vate-market value  of  Time  Warner's 
assets  at  $66  a  share,  based  on  his 
1998  cash-flow  estimates.  This  indicates 
a  near-term  target  for  the  stock  of  50  a 
share,  he  says. 


AMDAHL'S  BULGING 
ORDER  BOOK 

For  a  company  that  has  had  a  bumpy 
ride  for  much  of  the  year,  Amdahl 
(amh)  has  fared  quite  well  of  late.  Its 
stock,  down  to  around  8  in  mid-July, 
has  been  on  an  upswing  since  then, 
hitting  12%  on  Dec.  10.  And  some  in- 
vestment pros  who  have  been  buying 
think  the  momentum  will  continue. 

One  California  money  manager  fig- 
ures Amdahl  will  hit  the  mid-20s  in  6 
to  12  months  as  it 
AN  UPSWING  fills  mounting  or- 
FROM  SERVICES?  ders  for  its  new 
line  of  comput- 
ers— and  for  its 
software  and  ser- 
vices. As  part  of 
a  move  to  return 
to  profitability, 
Amdahl  is  making 
a  strategic  transi- 
tion from  being 
just  a  hardware 
company  into  be- 
coming a  service 
company  as  well. 

The  "new  Am- 
dahl," says  ana- 
lyst Thomas  Rooney  of  Donaldson, 
Lufkin  &  Jenrette  Securities,  uses 
hardware  to  get  in  customers'  door  to 
sell  higher-margin  services. 

Over  the  past  12  months,  Amdahl 
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acquired  two  infoimation-technology  >r 
vice  providers— trecom  Business  I 
tems  and  Canada's  dmr  Group— a 
give  Amdahl  entree  to  the  growing  isi 
ness  of  reconfiguring  computer  sysl 
for  the  year  2000.  Rooney  says 
business  will  bring  in  "steadily  incr  s 
ing"  profits  as  Amdahl  benefits  iii 
Year  2000  integration  as  well  as  1 
the  cross-selling  of  services.  On  De 
Amdahl  announced  it  would  supply 
Millennium  535  Global  Servers,  belid 
to  be  worth  several  million  dollars- 
Star  Data  Systems,  a  Canadian  pro\ 
of  online  financial  information  syste 
Analysts  note  that  Amdahl  snap 
back  to  profitability  in  the  final  quj 
of  1996.  In  1997,  Rooney  figures  I- 
dahl  will  earn  $1.05  a  share. 


MAKING  A  STEADY. 
SURE  RECOVERY 

Mow  that  Universal  Health  Sent 
ll(UHS)  has  emerged  as  the  nat  i 
third-largest  hospital-management  n 
pany — as  a  result  of  consolidatio:  i 
the  industry — ceo 
Alan  Miller  wor- 
ries that  it  might 
draw  attention  he 
doesn't  welcome 
just  yet:  from 
suitors.  He  ad- 
mits he  has  got- 
ten some  in- 
quiries, and  he 
expects  more. 

Miller  thinks 
the  best  defense 
against  suitors  is 
a  steadily  rising 
stock  price.  And 
shares  of  Univer- 
sal Health,  which 
owns  and  operates  36  acute-care 
pitals  and  psychiatric-care  facili' 
have  been  climbing.  Trading  at 
share  in  mid-January,  the  stock 
now  risen  to  about  30.  Earnings 
on  the  rise  as  well,  up  from  $1 
share  last  year  to  analysts'  estimal 
$1.65  this  year  and  $1.90  in  1997 

Money  manager  Bart  Epker, 
aging  partner  at  par  Capital  M; 
ment,  which  owns  about  212,000 
says  earnings  are  just  a  part  o! 
reason  he  likes  Universal  He 
Miller's  skill,  he  says,  is  in  being 
to  manage  the  hospitals  he  acqu 
very  efficiently.  "We  like  the  stocty 
cause  Miller  runs  Universal  like  a 
vate  company,"  he  says. 


MILLER:  Repelh 
unwanted  suites 
by  keeping  the  | 
stock  on  the  ris 
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INFORMATION  MANAGEMENT 

A  MODEL 

PAPERLESS  LIBRARY 

Simon  &  Schuster  is  at  archiving's  leading  edge 


■  1994,  New  York 
I  publishing  giant  Simon 

I  &  Schuster  was  racing 
I  headlong  into  the  digi- 
tal future  when  it  discov- 
ered a  major  technology 
gap.  Clearly,  books  would 
continue  to  be  the  main- 
stay of  the  business.  But 
Chairman  Jonathan  New- 
comb  had  set  an  ambitious 
goal:  to  generate  half  of 
Simon  &  Schuster's  rev- 
enues from  electronic 
publishing — via  CD-ROMS, 
videodisks,  and  the  World 
Wide  Web— by  2000,  vs. 
25%  today.  Plus,  he  saw 
big  opportunities  in  cus- 
tom publishing — quickly 
creating  textbook-CD-ROM 
packages  customized  for 
one  professor's  course,  say. 

But  how  to  cope  with 
this  digital  deluge?  There 
would  be  thousands  upon 
thousands  of  graphics, 
video  clips,  and  audio  files 
to  manage  as  well  as  mil- 
lions of  pages  of  text. 
Each  year,  the  $2.2  billion 
company's  Higher  Educa- 
tion Div.  alone  uses  85,000 
photos  and  illustrations  in 
textbooks  and  cd-roms. 
To  hit  the  CEO's  target, 
the  company  would  have  to  be  a  lot 
better  at  locating,  acquiring,  recombin- 
ing,  editing,  preparing,  and  accounting 
for  those  and  other  "intellectual  prop- 
erties." But  if  the  company  could  im- 
prove these  processes,  it  would  produce 
not  only  growth  but  greater  profitabili- 
ty. As  Chunka  Mui,  partner  at  Chicago 
consulting  firm  Diamond  Technology 
Partners  Inc.,  puts  it,  "if  you  can  cus- 
tomize new  publications  without  rais- 
ing your  costs,  the  new  revenue  drops 
directly  to  the  bottom  line." 

So  Newcomb  ordered  a  reengineering 
of  Simon  &  Schuster's  editing,  produc- 
tion,  and   even   certain  accounting 


"CENTERPIECE" 


fewcomb  ordered  i 
a  system  that  will  eventually  store, 
retrieve,  and  help  process  all  the  text 
and  graphics  used  by  S&S  units 


processes.  It's  all  built  around  a  power- 
ful new  Corporate  Digital  Archive  (cda) 
designed  by  SRA  International  Inc.,  a 
supplier  of  information  systems  for  gov- 
ernment agencies  and  corporations.  The 
$750,000  computer  system,  says  New- 
comb,  "will  become  the  centerpiece  of 
how  we  develop  and  produce  everything 
as  we  move  forward.  It  will  give  us  the 
ability  to  reuse  information  over  and 
over  again." 

Indeed,  such  digital  archives  are  fast 
becoming  a  must  for  publishers  and  oth- 
er media  companies  as  they  careen 
down  the  Information  Superhighway. 
These  "content  providers"  won't  be  able 


to  compete  effectively  if  they  c 
to  spend  the  time  and  money  tc 
information  stored  on  paper  a 
With  a  digital  archive,  it's  possib 
ganize  everything  in  database; 
material  as  needed,  and  combii 
stantly  in  new  ways — pulling  bi 
ical  data  to  help  promote  a  mo 
Web  site,  say. 

Simon  &  Schuster's  isn't  the  c 
ital  archive  under  constructs 
Warner  Inc.  is  digitizing  its  ma 
photo  collection,  and  Conde  Nas 
cations  Inc.  is  doing  the  san 
350,000  fashion  she 
porations  such  as 
Motors,  Amway,  i 
Deere  have  set  u] 
archives  of  their 
tional  materials,  to 
house  and  outside 
ers.    The  McGi 
Companies,  Sin 
Schuster's  main 
textbooks  (and  b 
week's  publish 
setting    up  spe 
archives  in  each 
business  units,  too 
per,  at  least,  Si 
Schuster's  plans 
most  ambitious  y 
one  archive  to  ser 
of  its  business  uni 
"FOUNDATION."  C 
what  it's  already  c 
the  $400  million! 
Education  Div.,  tS 
unit  online.  Reset 
there  used  to  spen!' 
finding  photos  foii 
textbook,  sifting 
disjointed  files  ano 
ing  stock-photo  a 
Then,  photos  wi 
sent  out  to  be  s( 
and  proofed  at  a 
$75  each.  The  sep 
were  sized  for  a 
book,  usually  maki 
unusable  for  other  publications, 
ways  had  to  start  from  scratc 
Henry  Hirschberg,  the  unit's  pr 
All  that  has  changed.  Now,  th< 
place  to  start  looking  for  phol 
cda,  which  has  40,000  of  s&s'si 
and  will  soon  include  more  tha 
diagrams,  charts,  and  other  line 
the  company  is  working  with  sto 
cies  such  as  Photo  Researchers 
Tom  Stack  &  Associates  to  geti 
thousands  of  their  photos  store}' 
too — an  easy  way  to  win  more  i 
&  Schuster's  business,  says  G<| 
Werner,  executive  vice-presiden 
Crucial  to  any  archive's  effecv 
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Information  Processing 


it 


is  its  ability  to  locate  any  item.  Cata- 
loging images  and  other  nontextual 
items  presents  a  huge  software  chal- 
lenge (box).  Simon  &  Schuster  turned  to 
sra  International  Inc.  for  technology  it 
developed  for  intelligence  agencies,  sra's 
PhotoFile  software  accepts  natural  lan- 
guage queries,  not  rigid  computer  codes, 
so  it  can  even  understand  captions  writ- 
ten years  ago.  "We're  capturing  the  past 
and  building  the  foundation  for  our  fu- 
ture," says  Richard  Walkus,  an  assis- 
tant vice-president  who  runs  the 
archive. 


But  that's  just  the  beginning.  Once  a 
photo  has  been  chosen,  the  archive  tells 
another  set  of  in-house  systems  to  cre- 
ate a  print-ready  copy  in  just  the  right 
size  and  image  resolution — high  for 
books,  low  for  the  Web,  for  instance. 
And  the  cost  is  now  just  $6  or  $7  per 
item,  which  will  produce  savings  of  $3 
million  this  year,  says  Werner.  Plus,  the 
system  automatically  routes  images  and 
related  electronic  business  forms — 
rights  contracts,  for  instance — from 
desk  to  desk.  And  it  tracks  each  use  of 
an  image,  automatically  calculates  roy- 


alties, and  adds  invisible  "digit5?) 
termarks"  that  can  identify  illegsn 
tronic  copies  taken  from  a  CD-lj 
Web  page. 

Simon  &  Schuster  is  now  scrawl 
to  expand  its  archive — and  opeiftr 
more  people.  It's  indexing  reams  <jte 
and,  starting  next  year,  videotaj  [ 
audiotape.  And  on  Dec.  15,  the  A 
will  become  accessible  for  browse 
editors  anywhere  on  the  comparftl 
tranet.  Now,  Newcomb  has  hisns 
vehicle. 

By  John  W.  Verity  in  Newb 


KEY  WORDS'  FOR  GRAPHICS? 


E 


I  ver  use  one  of  the  Web's  search 
engines?  Then  you  know  how 
I  frustrating  it  is  when,  instead  of 
zeroing  in  on  what  you  want,  they 
bring  back  a  bunch  of  hrelevant  Web 
pages.  Imagine,  then,  how  much 
worse  things  could  be  when  you're 
dealing  with  material  that,  unlike  a 
Web  page,  is  not  mainly  text  and 
cannot  be  easily  cataloged  according 
to  key  words.  A  photograph  doesn't 
have  key  words,  and  computers  can't 
recognize  what  humans 
see — the  setting,  facial  ex- 
pressions, or  mood  of  a 
photo,  for  instance. 

But  programmers  are 
working  furiously  on  the 
problem,  so  that  within  a 
few  years  even  consumers 
will  be  able  to  scan  multi- 
media archives  for  pictures 
and  sound  clips  to  drop 
into  their  computers.  Until 
now,  the  standard  ap- 
proach has  been  to  hire 
people  to  look  at  pic- 
tures— or  listen  to  record- 
ings— and  write  captions 
that  describe  their  key  at- 
tributes. But  that's  expen- 
sive— as  much  as  $25  per 
item — and  it's  hard  to  note 
every  possible  attribute. 
For  example,  if  you  were 
seeking  images  that 
showed  "fatigue,"  a  com- 
puter would  skip  a  shot  of 
a  Depression-era  bread 
line — unless  its  caption  in- 
cluded the  word  "fatigue." 
Says  Dragutin  Petkovic, 
manager  of  visual  media 
management  at  IBM's  Al- 
maden  Research  Center 


near  San  Francisco:  "Key  words  are 
too  brittle." 

One  new  approach  is  to  try  to  in- 
fer new  meanings  from  old  captions. 
Software  from  Oracle  Corp.  and  sra 
International  Inc.  uses  deep  linguistic 
knowledge  and  artificial  intelligence 
techniques  to  analyze  natural  lan- 
guage queries  (below).  Cycorp  Inc.  in 
Austin,  Tex.,  uses  thousands  of  com- 
monsense  rules.  Say  a  caption  reads 
"Soldier  holding  a  gun  to  a  woman's 


FINDING  PHOTOS,  BEFORE  AND  AFTER 


VACATIONING 
IN 

CARIBBEAN? 


NO 
f  MATCH! 


BEACH  SCENE 
BARBADOS 


Because 
computers  can't 
recognize  images 
directly,  they  must 
search  for  photos 
by  analyzing 
captions.  But, 

with  conventional  databases,  the  software  can  only  look 
for  exact  matches  of  specified  key  words.  So,  if  a 
researcher  types  in  "cold,  wintry  day  in  New  England," 
the  computer  would  scan  its  database  of  captions  and 
when  it  arrived  at  "A  dreary  day  in  Maine,"  instead  of 
pulling  the  photo,  would  declare,  "NO  MATCH!"  and 
keep  going. 


n : 

SNORKLING 

SUNSET  IN  I 
TORTOLA 

IN  BAHAMAS    '  p 

Today's  software, 
using  artificial 
intelligence 
techniques  that 
observe  the 
relationship 
between  words, 
"knows"  enough 
about  English 
syntax  to  expand 
its  search  and  find 
more  matches. 


head."  The  Cycorp  software  know  ' 
that  guns  kill  people  and  that  peo  >: 
threatened  by  guns  feel  fear.  Thus 
would  retrieve  that  photo  if  asked 
find  "someone  in  danger." 
VISUAL  "RHYMES."  The  latest  ad- 
vance is  software  that  directly  in- 
dexes images  themselves.  IBM  cal' 
its  version  Query  By  Image  Con- 
tent. Virage  Inc.,  a  San  Mateo 
(Calif.)  startup,  sells  vir  Image 
gine.  Both  products  measure  hov 
much  of  each  color  an  jl 
age  shows  and  identify 
textures  and  prominent 
shapes.  The  computer 
then  use  that  data  to  ctt 
pare  one  image  with 
other.  Tell  it  to  find  pic- 
tures resembling  this  oi 
of  a  white  rose,  and  it 
retrieve  more  flowers, 
it  might  also  fetch  a  wrj 
poodle  on  a  green  bed-  j 
spread,  based  on  the 
matching  color  patten 
IBM's  Petkovic  says  one 
can  avoid  such  "visual 
rhyming"  by  first  using 
key  words  to  limit  the 
subject  of  the  search. 

The  potential  applica 
tions  for  this  software 
diverse.  By  indexing  ke| 
frames,  such  as  scene 
changes,  it  can  help  se& 
video  footage.  And  the  I 
Los  Angeles  County  Sii 
iff's  Dept.  is  using  ibm's| 
package  to  track  urban! 
gangs'  tattoos — somethi 
you're  not  likely  to  fincjH 
the  Web  just  yet. 

By  John  W.  Verity 
New  York 
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UR  NEW 
DLORS  OF 
DMMITMENT 


rabian  Airlines  now  circles  the  globe  in 
hat  reflect  our  national  pride  and  pro- 
;  spirit.  We've  changed  our  appearance 
;r  reflect  our  commitment  to  providing  you 
yard-winning  cuisine,  comfort  and  record 
jlity.  The  natural  colors  of  Arabia  proudly 
ze  our  commitment  to  technological 
ice  and  the  distinctive  service  of  a  truly 
tional  airline. 


imuHu        tiummustntu  i 


proud  to  serve  you 


di  Arabian  Airlines 
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Information  Processing 


FOUNDER  HAYES  poses  to  sen 

thing  worker^ff 


PERIPHERALS 


THE  FIRST  NAME  IN  MODEMS 
GETS  A  SECOND  CHANGE 

With  new  investors,  Hayes  targets  corporate  road  warriors 


When  Jeffrey  L.  Rodgers  strolled 
into  a  CompUSA  recently  to  buy  a 
modem  for  Web  browsing,  he  got 
caught  in  the  crossfire  of  a  high-tech 
marketing  battle.  As  Rodgers  scanned 
the  shelves  in  the  cramped  modem  aisle, 
a  young  regional  sales  rep  for  U.  S.  Ro- 
botics Corp.  tried  to  talk  him  into  buy- 
ing his  company's  latest  33.6-baud  mo- 
dem. Moments  later,  a  rep  from  Hayes 
Microcomputer  Products  Inc.  eagerly 
approached  Rodgers  with  his  sales  pitch. 
Rodgers  walked  out  without  a  modem 
but  says  he's  leaning  toward  U.  S.  Ro- 
botics. "They're  setting  the  standards 
now,"  he  explains. 

It  used  to  be  the  other  way  around. 
Once,  Hayes  was  to  modems  what  Mi- 
crosoft Corp.  is  to  personal-computer 
software.  But  that  was  the  1980s.  Since 
then,  companies  such  as  U.S.  Robotics, 
Zoom  Telephonies,  and  Boca  Research 
have  out-engineered  Hayes  with  new 
technology  and  pushed  down  prices. 
Hayes's  market  share  went  from  about 
35%  to  8.4%.  Privately  held,  undercapi- 
talized, and  run  nearly  single-handedly  by 
founder  and  Chaimnan  Dennis  C.  Hayes, 
the  onetime  modem  leader  was  slow  to 
respond.  When  it  did,  production  snafus 
choked  output,  leaving  the  Norcross  (Ga.) 


company  with  $28  million  in  losses  and 
$45  million  in  debt.  In  1994,  it  filed  for 
Chapter  11  bankruptcy  protection. 

Now,  Hayes  has  bounced  off  the  bot- 
tom and  is  trying  for  a  comeback.  After 
an  aborted  merger  with  Boca  and  re- 
buffing two  buyout  offers,  including  one 
from  U.  S.  Robotics,  the  company  exited 
Chapter  11  in  April  with  a  new  man- 
agement team  and  a  $35  million  invest- 
ment from  three  Asian  technology  com- 
panies, which  have  a  49%  stake. 

Hayes  also  has  a  new  strategy: 
Rather  than  selling  just  modems,  it  pro- 


MODEM  MODULATIONS 

HAYES'S  EARNINGS 

IN  MILLIONS 


REVENUES  IN  MILLIONS 
$77.2  $68.8 


DATA  COMPANY  REPORTS 


side  the  officiim 
to  stay  wire'eH 
includes  tech;B 
such  as  "remo*?' 
cess"  softwaB 
smooth  connes 
to  corporate  in 
works.  "Most  a& 
competitors  aiwl 
ried  about  bi| 


Moving  into 
software 
would  mean 
going  head 
to  head  with 
established 
giants 

the  access,  but  that's  just  the  i; 
ing.  We  want  to  create  the  softvee 
make  the  plumbing  work,"  says  ]  i 
Before  Hayes  can  remake  itseM 
ever,  it  must  overcome  some  obad 
First,  it  has  to  prove  it  can  rnakm 
ey.  For  the  quarter  ended  on  Seb 
Hayes  lost  $9  million  on  reveie 
$55.2  million,  a  24%  drop  from  thro 
before.  And  analysts  question  thfe 
pany's  ability  to  succeed  in  sooi 
"The  barriers  to  entry  are  highJt 
they  would  have  to  convince  cusrai 
they  know  what  they're  doingjsii 
Paul  Johnson  of  Robertson  Stepmr 
Co.  Also,  Hayes  needs  to  win  baj  e 
porations  that  stopped  buying  itjg! 
when  it  fell  behind  in  modems.  M 
are  the  customers  for  remote-acce  $ 
grams — and  they  are  already  afc 
pitches  from  networking  heavyrag 
3Com  Corp.  and  Cisco  Systems  ILg 
remote^access  products. 
POINT  MAN.  The  job  of  overhfch 
Hayes  and  launching  the  new  stp 
falls  to  Joseph  Formichelli,  53,  I 
mer  ibm  exec  who  took  over  the  fa 
tie  from  Hayes.  Formichelli  has  spa 
lined  management,  slashed  invdti 
and  nearly  halved  expenses.  He  M 
the  number  of  products  from  700  \  I 
and  is  focusing  on  models  that  Ih 
relatively  strong  profits.  Gross  nra 
are  18.3%,  vs.  15.6%  a  year  ago.  I 

Formichelli  has  sped  up  new-  odk 
development,  too.  The  first  of  Iwa 
virtual-workplace  products,  Talk  IIP! 
is  due  in  stores  in  January.  Th|$ 
package  includes  a  modem  and  sofci 
that  allows  simultaneous  voice  arJdi 
traffic  over  the  same  line. 

Hayes  is  also  getting  back  in  I 
speed  race.  In  September,  it  intnui. 
modems  that  operate  at  33.6  k)Hi 
per  second.  In  November  it  a 
would  have  56K  modems  by  Febrl 
around  the  same  time  such  produ< 
expected  from  U.  S.  Robotics.  A 
cent  sales  rally,  Formichelli  ex' 
the  troops  to  go  after  today's 
leader.  "I  told  them,  'Instead  of 
ing  U.  S.  Robotics  get  bigger,  I 
something  about  it.' " 

By  Nicole  Hams  in  A 


84  BUSINESS  WEEK  /  DECEMBER  23,  1996 


People 


RIGHT  PARTY, 
WRONG  NUMBER? 


Al  Salmasi  is  a  telecom 
whiz,  but  even  some  fans 
think  his  $4.7  billion  bid  for 
FCC  licenses  was  too  high 

Al  Salmasi  has  always  been  in  a 
hurry.  While  in  high  school,  he 
talked  his  way  onto  Clash  of 
Knowledge,  a  TV  game  show  for 
college  students  in  his  native  Iran,  and 
made  it  to  the  finals.  Years  later,  after 
moving  to  the  U.  S.,  Salmasi,  at  29, 
launched  his  own  company,  using  mili- 
tary satellite  technology  to  track  track 
fleets.  When  it  faltered,  he  rebounded 
with  a  sale  to  Qualcomm  Inc.,  which  he 
helped  make  one  of  the  fastest-grow- 
ing telecom  companies  of  the  decade. 

Today,  the  42-year-old  Salmasi  is 
pushing  harder  than  ever.  At  7  on  a 
blustery  Friday  evening,  he  and  his  lieu- 


tenants gather  around  a  conference 
table  in  his  46th-floor  offiee-and-apart- 
ment  suite  in  New  York's  posh  Olympic 
Tower.  In  little  more  than  a  year, 
Salmasi  has  transformed  his  new  com- 
pany, tiny  NextWave  Telecom  Inc.,  into 
a  fledgling  empire.  The  team  is  wrap- 
ping up  the  latest  in  a  series  of  giant 
deals,  a  commitment  by  Lucent  Tech- 
nologies Inc.,  which  will  supply  equip- 
ment, to  provide  up  to  $1  billion  in  fi- 
nancing for  Salmasi's  dream:  a  national 
wireless  network  to  compete  against 
the  likes  of  at&t  and  Sprint  Corp. 
UNWIRED  NATION.  Over  the  next  five 
years,  Americans  are  expected  to  at  least 
triple  their  use  of  wireless  phones,  and 
Salmasi  wants  a  chunk  of  that  growth. 
San  Diego-based  NextWaw  has  stunned 
the  industry  by  agreeing  to  pay  $4.7  bil- 
lion for  licenses  to  provide  digital  wire- 
less phone  service  to  a  staggering  110 
million  potential  customers.  Salmasi's 
goal:  to  create  a  "carrier's  canier,"  whole- 


ULTRASMOOTH:  Utter  self-confides 
underlies  Salmasi's  salesmansh 

saling  airtime  to  companies  that  ir,'ki 
equipment  and  service  to  consume:  " 
sounds  like  luck,"  he  says  of  Nextfyw 
sudden  emergence,  "but  we've  es 
fighting  huge  battles  all  year." 

Racing  to  secure  his  place  in  thou 
geoning  personal  communication^ 
tern  (pes)  market,  Salmasi  faces  c 
ing  odds.  Next  Wave's  system  is  at  :a 
a  year  from  launch,  but  at&i 
PrimeCo  operate  PCS  services  in 
than  a  dozen  markets,  and  Sprir 
plans  to  roll  out  national  service  ii 
uary.  Moreover,  NextWave  won't 
the  wholesaling  niche  to  itself.  S 
for  one,  also  plans  to  resell  airtim 

Although  Salmasi  has  raised  $53 
lion  from  investors,  he  needs  bi 
more.  More  worrisome,  NextWaiij;  i 
censes  have  been  held  up  near'rs 
months  by  a  petition  from  rivals  p, 
claim  Next  Wa  ve  exceeds  the  25%  c 
foreign  ownership  that  the  FCC  iir 
on  PCS  licensees.  At  least  for  now 
Street  has  soured  on  NextWiroe  rm 
public  offerings  intended  to  raise 
million  in  stock  and  notes.  In  Oc 
Merrill  Lynch  &  Co.  dropped  out  a 
underwriter  of  the  stock  deal,  citing 
market  conditions. 

Even  some  staunch  backers 
Salmasi  bid  too  much — more  than 
what  at&t  and  Sprint  PCS  paid  in  i 
auctions — for  the  FCC  licenses. 
Next  Wave  must  put  nearly  all  it.' 
toward  a  10%  downpayment.  Sa 
says  the  big  bids  were  necessary 
cure  the  national  network  he  need 
that  the  terms  of  his  deal  with  the 


UN 


tars  ii 


MAKING  WAVES 

Du  ring  1996,  NextWave  has  stt 
tied  rivals  with  a  flurry  of  actii 

JANUARY-JULY  Bids  $4.7  billi 
for  FCC  licenses  to  offer  PCS  c 
lular  service  nationwide. 


JUNE  Files  intent  to  go  public, 
delayed  after  rivals  challenge  F 
licenses. 


AUGUST  MCI  agrees  to  purcha 
10  billion  minutes  of  airtime  oi 
Next  Wave  network. 


m  of 

toa 
tosra 


found*1 
Ufa 


NOVEMBER  Suppliers  Hughes 
Electronics,  Lucent  Technologic 
and  others  agree  to  provide  at 
least  $1.5  billion  in  financing, 
about  half  what  Salmasi  needs) 
build  Next  Wave  network. 
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n  MCI  executive  says  the  Iranian-born  entrepreneur 
"repeatedly  pulls  rabbits  out  of  his  hat" 


-only  payments,  at  6.5%,  for  six 
mean  NextWave  will  be  profitable 
leavy  payments  come  due. 
a  series  of  vendor-financing  deals 
ighes  Electronics  Corp.,  Lucent, 
ars  has  raised  only  about  half  the 
jd  $3  billion  Salmasi  needs,  on 
tie  license  costs,  to  build  his  ftet- 
If  it  were  anybody  but  Allen,  I 
ive  him  a  veiy  low  handicap  for 
this  off,"  says  Irwin  M.  Jacobs, 
;cutive  of  Qualcomm.  Jacobs'  faith 
asi  comes  from  years  of  working 
r  at  Qualcomm,  where  Salmasi 
develop  the  digital  technology 
ng  adopted  by  much  of  the  wire- 
astry.  With  Qualcomm's  4%  equi- 
s  in  Next  Wave  and  the  potential 
ons  in  equipment  sales,  Jacobs 
rh  at  stake  in  the  new  venture. 
IUNCH.  Many  observers  predict 
:.  Salmasi  has  "got  a  unique 
;ion  in  the  marketplace,  but  I 
l't  see  how  he's  ever  going  to 
ly  money  at  it,"  says  Terrenee 

a  vice-president  at  Pacific  Tele- 
ip.  Telecom  economist  Herschel 
k  says  the  company  needs  a 
fusion  of  cash. 

again,  few  observers  would 
t  Salmasi  could  bring  Next  Wave 

His  ultrasmooth  salesmanship 
>ed.  Intensely  likable,  he  speaks 
mipany  and  its  technology  with 
•eligious  zeal.  "It  sounds  crazy," 

"but  what  we  are  trying  to  do 
nge  the  whole  world." 
some  big  players  are  buying  in. 
ist,  mci  Communications  Corp., 
las  no  PCS  licenses,  agreed  to 
sast  10  billion  minutes  of  airtime 

years  in  exchange  for  reduced 
d  the  right  to  buy  up  to  25%  of 
w  stock  after  the  offering.  Oth- 
ers have  agreed  to  buy  some  21 
unutes.  Salmasi  "repeatedly  pulls 

out  of  his  hat,"  says  Whitey 
n,  mci's  vice-president  for  wire- 
itegy  and  development,  noting 
)  has  raised  over  half  a  billion 
is  a  startup  company."  If  it  all 
ogether,  "some  history  will  be 

around"  Salmasi,  says  telecom- 
ions  analyst  Bob  Egan  of  Stam- 
tnn.)-based  Gartner  Group  Inc. 
he  moment,  though,  Salmasi  re- 
■  l  regulatory  limbo.  If  he's  ner- 
i  doesn't  show  it.  His  pallor  and 
yes  attest,  rather,  to  18-hour 
rs.  His  self-confidence  is  unwa- 
as  he  says  it  always  has  been. 

grew  up  wealthy  in  Iran.  His 
nd  uncle  owned  a  multibillion- 


dollar  construction  business,  where  he 
worked  during  breaks  from  Tehran's 
elite  Alborz  High  School.  By  1979,  the 
family  was  worth  at  least  "several  hun- 
dred million,"  he  says.  But  after  the 
Shah  fell,  "we  lost  everything." 

Well,  nearly  everything.  Five  years 
later,  Salmasi's  father,  uncle,  and  sev- 
eral friends,  all  relocated  to  Los  Ange- 
les, put  $14  million  into  Salmasi's  first 

ALLEN  SALMASI 


BORN 


business,  Omninet  Corp.  By  that  time, 
Salmasi,  who  emigrated  in  1971,  had 
earned  degrees  in  engineering  and  math 
and  gone  to  work  for  NASA.  Omninet 
applied  concepts  he  helped  develop 
there  to  a  satellite-tracking  system  for 
truck  fleets.  Second  in  command  was 
Salmasi's  bride,  Nicole,  whom  he  had 
dated  in  Iran.  She,  too,  had  moved  to 
Los  Angeles  and  become  an  engineer. 

Startup  costs  proved  overwhelming. 
Even  after  Salmasi's  uncle  put  in  $9 
million  more,  Omninet  had  to  sell  out  to 
another  startup,  Qualcomm,  for  access  to 
fcc  licenses.  Salmasi's  family  and  friends 
got  47%  of  Qualcomm.  And  Salmasi 
helped  make  the  truck-tracking  service 
a  moneymaker:  By  1995,  when  he  left,  it 
accounted  for  more  than  half  of  Qual- 
comm's $387  million  in  revenues. 

At  Qualcomm,  he  also  moved  into  an 


even  more  promising  venture.  Jacobs 
had  been  working  on  adapting  a  mili- 
tary communications  technology,  code-di- 
vision multiple  access  (cdma),  for  cellular 
phones,  but  before  it  was  ready,  the  in- 
dustry adopted  a  rival  technology. 
Salmasi  urged  Jacobs  and  his  colleagues 
to  press  ahead  anyway  and  persuaded 
PacTel  Corp.,  now  AirTouch  Communi- 
cations Inc.,  to  test  cdma.  Impressed, 
AirTouch  signed  on. 

In  the  meantime,  Salmasi  had  begun 
selling  cdma  systems  in  South  Korea 
and  Japan.  A  big  break  came  in  1990 
when  Motorola  Inc.  and  at&t  Network 
Systems,  now  Lucent,  licensed  the  tech- 
nology to  produce  cdma  equipment. 
Now,  thanks  in  large  part  to  Salmasi, 
cdma  is  emerging  as  the  standard  of 
choice  among  big  wireless  players,  with 
the  notable  exception  of  at&t.  And 
Qualcomm  is  in  the  big  leagues  of 
telecommunications  manufacturing. 
Without  him,  says  Jacobs,  "we  would 
have  spun  our  wheels  for  a  long  time." 

Salmasi  made  his  big  move  after  the 
fcc  announced  it  would  auction  several 
licenses  to  entrepreneurs.  He  formed 
NextWave,  putting  in  $7  million  for 
about  a  14%  stake.  He  recruited  Janice 
Obuchowski,  an  Assistant  Secretary  of 
Commerce  in  the  Bush  Administration, 
as  well  as  top  executives  from  Nynex, 
gte,  and  at&t,  who  together  put  up  an- 
other $7  million.  Early  backers  included 
Qualcomm,  which  put  in  some  $20  mil- 
lion, Sony  Corp.,  and  a  Korean  steel 
company.  Rivals  contend  NextWave  is 
35%  foreign-owned,  but  Salmasi  disputes 
the  way  they  count  shares.  The  fcc  is 
expected  to  rule  any  day. 

Despite  the  tumult  at  Next  Wave, 
Salmasi,  Nicole,  and  their  three  chil- 
dren recently  moved  to  New  York, 
where  they  occupy  a  duplex  opposite 
identical  quarters  that  serve  as  offices. 
Salmasi  says  he  wanted  to  be  closer  to 
Wall  Street  and  to  oversee  the  launch  of 
NextWave  in  New  York.  Nicole,  who 
manages  their  multimillion-dollar  stock 
portfolio,  says  she  disliked  San  Diego. 

Even  with  time  and  money  seeming- 
ly running  out,  Salmasi  dismisses 
doubters.  Obuchowski,  noting  that 
"we've  been  due-diligenced  up  the  ka- 
zoo," expresses  confidence  the  fcc  will 
grant  NextWctue's  licenses  by  yearend. 
Once  they're  in  hand,  Salmasi  predicts, 
cash  will  pour  in  again.  If  he's  wrong,  he 
and  everyone  who  has  sunk  millions 
into  his  vision  could  lose  a  bundle. 

By  Eric  Schine  in  New  York,  with 
Amy  Barrett  in  Washington,  D.  C. 


1954  in  Tehran,  Iran;  emigrates  to 
Los  Angeles  in  1971 


EDUCATION 


B.S.  in  electrical  engineering  and 
management  economics,  Purdue 
University,  1977 

M.S.  in  engineering,  Purdue,  1979 

M.S.  in  applied  math,  University 
of  Southern  California,  1983 


CAREER 


1979-84  Works  in  satellite  commu- 
nications development  for  NASA 
aH4_-i^  fjopy [si on  La boratory 
1984  Founds  Omninet  to  track 

truck _ movements  by _satelj|t_e  

1 988  Sells  Omninet  to  telecom 

startup_Qualcomm__ 

1995  Founds  San  Diego-based 

HextWave  Telecom 


PERSONAL 


Lives  in  New  York  City  with  wife 
and  three  children 


ADVERTISEMENT 


"With  Parker,  we've  got  a  value  package 
that's  far  above  anything  the  competition 

Can  Offer.  Thomas  R.  Gee,  President 

McCoy  Sales  Corporation 

Tom  Gee  and  his  partner  John  Niemi  have  built 
McCoy  Sales  Corporation  into  one  of  the  fastest- 
growing  distributors  of  fluid-connector  components 
in  the  Rocky  Mountain  region. 

As  a  Parker  distributor,  McCoy  is  part  of  the  world's 
largest  network  for  selling  and  servicing  motion- 
control  components  and  systems. 


With  Parker  Hose  Doctor  "  mobile  service,  McCoy  Sales  Corporation  helps 
keep  vital  hydraulic  systems  on  diesel  engines  and  equipment  operating  at 
Vail,  Beaver  Creek  and  other  resorts  throughout  Colorado. 


replacement  part  right  off  the  shelf,  to  keep  a  backhoe 
or  a  factory  machine  up  and  running.  They  avoid  down- 
time without  the  expense  of  keeping  replacement  parts' 

The  Doctor  makes  house  calls 

"Nothing  compares  to  Hose  Doctor,"  said  John  Niemi 
"A  24-hour  mobile  service  van  takes  our  service  right 
to  the  customer,  no  matter  where  that  customer  is. 

"Hose  Doctor  was  the  key  factor  in  our  getting  the 
contract  for  the  hoses  and  fittings  on  the  huge  diesel 
engines  used  for  backup  power  for  ski  lifts.  We  were 
the  only  outfit  which  could  send  a  trained  technician 


Each  Hose  Doctor  van  is  fully  equipped  to  make  emergency  repairs  or 
perform  customized  plumbing  for  hydraulic  systems  on  all  kinds  of  industrial 
and  commercial  machinery. 


"Big  is  good!'  Mr.  Gee  said.  "But  more  important, 
we're  part  of  the  world's  best.  With  Parker,  our  cus- 
tomers know  they're  getting  the  best  quality.  Parker 
also  has  the  most  complete  line  -  over  100,000 
different  hydraulic,  pneumatic,  and  electromechanical 
components.  We  would  have  to  take  on  numerous 
other  brands  to  equal  the  selection  of  Parker." 

Non-stop  premier  service 

"But  service  is  the  real  closer,"  added  John  Niemi. 
"With  Parker,  we've  got  an  electronic  order  entry  and 
inventory  tracking  system  that's  amazing." 

"At  4  p.m.  yesterday,  a  customer  in  Denver  called 
and  said  he  needed  a  part  delivered  to  his  factory  in 
Frederick,  Maryland  overnight.  We  entered  it  through 
our  system  and  it  was  delivered  to  the  customer's 
facility  this  morning  -  exactly  as  promised." 

"But  it  doesn't  stop  there,"  said  Mr.  Gee.  "Parker 
has  shown  us  new  ways  to  serve  customers.  At  our 
retail  Parker  Store™,  a  building  contractor  or  a  plant 
maintenance  person  can  come  in  and  pick  up  a  single 


with  parts  and  equipment  to  custom-fit  each 
diesel  unit  according  to  the  manufacturer's  rigid 
specifications:' 

Not  just  lip  service 

"A  lot  of  companies  say  they  want  to  partner 
with  customers,"  said  Gee.  "But  with  Parker,  it's  not 
just  lip  service." 

"With  Parker  quality,  the  breath  of  the  Parker  line, 
with  the  service  and  training  programs,  and  with  new 
innovations  like  the  Parker  Store  and  Hose  Doctor, 
Parker  gives  us  a  value  package  that's  far  above 
anything  the  competition  has  to  offer." 

The  secret  to  growth 

Whether  it's  hiqh  in  the  Rockies,  or  in  midtown 
Manhattan,  Parker  and  its  distributors  go  the  extra 
mile  to  deliver  extra  value.  It's  one  more  reason  Parker 
continues  to  grow  to  new  heights,  serving  over 
300,000  customers  in  industrial  and  aerospace 
motion-control  markets,  worldwide. 


ADVERTISEMENT 


irker  distributors  keep  things 
oving,  every  where... even  at  Vail.8 


"Vail"  and  "Beaver  Creek"  are  registered  trademarks 
of  Vail  Trademarks,  Inc  Photography  by  Jack  Affleck 


John  Niemi,  Vice  preside  ntl  andTomTGee,  "  i 
President,  McCoy  Safes  Corporation,  \a  leading 
tributor  in  the  F  odkies.       I  | 


>ver  the  world  -  hydraulic 
ns  keep  vital  machines  running, 
Jing  the  power  essential  for 
rn  living. 

eep  things  on  the  move,  Parker 
ifin  has  built  the  world's  largest 
est-managed  network  of  distri- 
;  -  7,000  independent  business 
arises  committed  to  providing 
er  service  that  enhances  per- 
nce  of  our  customer's  products. 


r  Hannifin  Corporation 


McCoy  Sales  Corporation  in  Engle- 
wood,  Colorado  is  but  one  example. 
With  the  Parker  Hose  Doctor " 
mobile  service,  McCoy  is  taking 
customer  service  to  new  heights 
-  7,000  feet  above  sea  level  -  to 
custom-fit  hydraulic  hoses  and  fittings 
on  giant  Cummins  diesel  engines 
used  to  supply  backup  power  for 
chair  lifts  at  Vail,  Beaver  Creek*  and 
other  ski  resorts  throughout  Colorado. 


Delivering  premier  service  in  a 
full  partnership  with  our  distributors 
is  one  more  reason  why  Parker 
has  grown  to  be  the  world  leader  in 
motion-control,  serving  over  300,000 
customers  in  industrial  and  aerospace 
markets,  worldwide. 

Write  for  our  annual  report. 
For  product  information,  call 
1-800-C-PARKER  (1-800-272-7537). 
A  Partnership  In  Vital  Technologies 

PH-NYSE 


Euclid  Avenue 
I  and,  OH  44112-1290 
1  'arker.com 
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COMMENTARY 


By  Mark  L.  Clifford 

KEEP  THE  HEAT  ON  SWEATSHOPS 


■  t  has  been  six  months  since  the 
I  images  of  children  stitching  soccer 
I  balls  in  Pakistan,  Haitian  workers 
sewing  Walt  Disney  Co.  T-shirts, 
and  Kathie  Lee  Gifford  weeping 
brought  the  foreign  sweatshop  issue 
squarely  into  American  living  rooms. 
Now,  it  looks  as  if  some  of  the  U.  S. 
companies  accused  are  starting  to 
take  the  issue  seriously. 

On  Nov.  22,  the 
World  Federation  of  the 
Sporting  Goods  Indus- 
try pledged  to -try  to 
eliminate  child  labor  in 
their  operations  world- 
wide by  2000.  In  Pak- 
istan, it  expects  to  set 
up  a  pilot  program  for 
independent  monitoring 
of  soccer  ball  production 
early  next  year.  Nike 
Inc.  and  Reebok  Inter- 
national Ltd.  are  estab- 
lishing "stitching  cen- 
ters" that  aim  to  deter 
piece-rate  work  done  by 
children  in  homes. 
A  first.  It  was  the  first 
time  a  broad  group  of 
manufacturers  voluntar- 
ily agreed  to  outside 
monitoring  to  end  labor  abuses.  A 
few  days  earlier,  150  representatives 
from  50  companies,  mostly  U.  S.,  met 
in  Hong  Kong  to  discuss  everything 
from  improving  health  and  safety 
conditions  to  conducting  internal  au- 
dits at  overseas  contract  factories. 
Sponsored  by  Business  for  Social  Re- 
sponsibility, it  was  the  first  gathering 
of  its  kind  in  Asia. 

So  far,  so  good.  Such  actions  show 
that  business  is  owning  up  to  the 
problem.  "I  think  we've  turned  a  cor- 
ner," says  Jeffrey  Ballinger,  director 
of  Press  for  Change,  a  longtime  Nike 
critic.  Industry  executives  agree. 
"Virtually  every  large  retailer  is  ask- 
ing for  certification  from  vendors 
that  they  are  complying  with  codes 
of  conduct,"  says  Liv  Hustvedt,  vice- 
president  of  giftware  importer  Mid- 
west of  Cannon  Falls  Inc. 

Let's  hope  the  progress  doesn't 
stop  there.  Too  few  executives  un- 
derstand that  the  clamor  for  ethical 
sourcing  isn't  going  to  disappear  with 


the  wave  of  a  magic  press  release. 
They  have  protested,  disingenuously, 
that  conditions  at  factories  inn  by 
subcontractors  are  beyond  their  con- 
trol. Even  now,  many  foreign  and 
U.  S.  managers  in  Asia  convey  a  con- 
descending sense  that  workers  are 
lucky  to  get  a  job  at  all.  "If  you 
don't  have  a  job,  you're  a  prostitute, 
a  beggar,  a  thief,"  one  expatriate 

  Nike  factory  manager  in 

WAIF:  Sporting  goods      Indonesia  told  me  in  July. 
makers  are  trying  to         Such  attitudes  won't 
end  child  labor  wash  any  longer.  Like  it 


of  a  1993  code  of  conduct.  In  Octi 
it  set  up  a  labor  practices  depart- 
ment to  monitor  its  myriad  subcc 
tractors.  Ernst  &  Young  is  finish] 
audits  of  Nike's  factories,  looking 
evidence  of  underage  workers  or 
low-minimum  pay. 
GREED.  How  far  should  this  go? 
Low-wage  manufacturers  likely  m 
raise  pay  or  cut  working  hours,  e 
though  the  added  cost  would  repi 
sent  a  tiny  portion  of  their  produ 
retail  price.  But  Nike  is  selective! 
releasing  its  audit  data,  while  Re> 
bok  says  it  encouragi 
activists  to  alert  it  tc 
abuses.  Further 
progress  will  require 
more  openness  to  oul 
side  scrutiny.  Compa- 
nies, too,  must  consic 
broader  issues,  from 
often  rapacious  meth< 
contractors  use  to  fin 
labor  to  the  food  in  f; 
tory  canteens.  In  Pal 
istan,  soccer  ball  mak 
are  looking  at  setting 
vocational  training  pi 
grams  for  the  child 
workers  it  displaces 
The  social  justifical 


SCRUTINY 


Nike  is  making  public  some 
audit  data,  and  Reebok  says  that  it  is 
encouraging  activists  to  alert  it  to  abuses 


or  not,  U.  S.  and  European  compa- 
nies, under  fire  from  consumers  and 
shareholders,  are  having  to  lead  the 
way  in  setting  standards  for  over- 
seas manufacturing.  Mostly,  they 
don't  like  it:  Improving  conditions 
costs  money  and  managers'  time. 
Consumers  want  clothes  made  in  de- 
cent factories  offering  decent  pay — 
but  they  also  want  cheap  goods.  It's 
hard  to  give  them  both. 

As  the  industry  gropes  for  solu- 
tions, Nike  will  be  a  key  company  to 
watch.  The  world's  largest  footwear 
maker  long  has  argued  that  provid- 
ing jobs  that  meet  or  exceed  local 
standards  is  contribution  enough.  But 
Nike  now  is  stepping  up  enforcement 


is  clear.  Given  weak  unions  and  rt 
pressive  governments  in  countries 
such  as  China,  Pakistan,  and  Indo 
sia,  such  efforts  may  represent  th 
best  short-term  hope  for  improvin 
workers'  lives.  The  business  case 
stems  from  the  social  one:  Brand- 
driven  companies  can  burnish  thei 
image  and  gain  customer  loyalty  \ 
showing  commitment  to  employee 
They  lose  goodwill  by  behaving  ot 
erwise.  Some  companies  are  gettii 
the  message.  As  global  commerce- 
and  global  activism — intensify  the 
pressure,  many  more  will  have  to 
have  the  lesson  hammered  home. 

Clifford  reports  from  Hong  Koi 
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iii've  read  an  excerpt  from  Mission  Possible 
in  the  pages  of  Business  Week 
and  on  Business  Week  Online... 


NOW  LOOK  FOR  MISSION  POSSIBLE 
AVAILABLE  AT  BOOKSTORES  EVERYWHERE 

excerpt  from  Mission  Possible  by  Ken  Blanchard  &  Terry  Waghorn 

brought  to  you  by 

WNolan,  Norton  &  Co. 


A  Consulting  Practice  of  KPMG  Peat  Marwick  LLP 
Technology  Strategy  and  Enterprise  Transformation 


r  20  years  old.  And  nearly  $6  brflion  strong,  last  time  we  checked. 
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EDITED  BY  AMY  DUNKIN 


PC  MEETS  TV: 

THE  PLOT  THICKENS 


I'm  a  Homicide 
junkie.  Each 
Friday  night,  I 
catch  nbc's  Homi- 
cide:    Life  on 
the  Street — every 
minute,  from  the 
opening  shot  of 
Baltimore  to  the 
closing  credits.  So 
when  I  discovered 
that  the  network 
is  creating  interac- 
tive content  for 
Homicide  that's 
broadcast  via  a  new 
technology  called  In- 
tercast,  I   had  to 
check  it  out. 

Intercast  brings 
TV  programming  to 
viewers'  computers. 
It  allows  simultane- 
ous Web  surfing  and 
TV  watching  and 
delivers  specially 
created  content  that 
embellishes  the 
show.  On  the  com- 
puter, you  can  watch 
the  tv  broadcast  in 
a  space  as  little  as 
one-fourth  of  the 
monitor  or  as  large 
as  the  entire  screen. 
Also  on  your  screen 
is  a  display  of  In- 
tercast files.  Un- 
opened, they  look 
like  Windows  95 
manila  file  folders.  Double-click 
on  one,  and  Intercast  content 
fills  the  screen's  lower  half.  So 
while  the  show  airs,  you  can 
read,  for  instance,  an  inter- 
view with  Reed  Diamond, 
who  plays  Detective  Mike 
Kellerman.  These  HTML-for- 
matted pages  (similar  in  look 
to  a  Web  page)  are  broadcast 
to  your  PC  over  a  special  part 
of  the  TV  signal  called  the  VBI, 
or  vertical  blanking  interval. 

Although  only  a  few  thou- 
sand people  have  the  tech- 


L'i' 

fcfr 


nology  to  view  Intercast  con- 
tent, it's  not  difficult  to  get 
up  to  speed — if  the  signal  is 
broadcast  in  your  area.  Cheek 
with  your  ca- 
ble operator 
or  broadcast 
affiliate  to  find  out. 
ADD-IN  CARDS.  There  are 
two  ways  to  get  hooked  up. 
One  is  to  purchase  an  Inter- 
cast-enabled PC  AST  Re- 
search's Advantage!  9312, 
which  comes  equipped  with 
a   166-megahertz  Pentium 


COMPUTERS 


processor,  sells  for  $2,300. 
(Call  800  876-4278  to  find  out 
where  it  is  sold.)  For  those 
who  have  a  different  ma- 
chine with 
a  90-Mhz  or 
better  Pen- 
tium processor  and  the  Win- 
dows 95  operating  system,  a 
cheaper  option  is  to  buy 
a  $150  add-in  card,  manufac- 
tured by  Hauppauge  Com- 
puter Works  (800  443-6284) 
or  STB  Systems  (972  234- 
8750).  Either  way,  you  also 


need  a  connecft 
a  TV  by  cable  s 
lite  dish,  or  an 
The  Interca: 
gramming  is 
Intercast 
of  Intel's  larg 
to   bring  in 
tion  to  con? 
through  vario 
dia.  Since 
not  a  conteisp 
ducer,  it  has 
ventures  wit 
and  several 
broadcasters, 
ing  CNN,  QV( 
and  public  tel 
station  wgi 
Boston. 

cnn's  In 
offering,  Ne 
gefst,  delive 
24  hours 
that  update 
on  U.S.  and 
news,  politic 
ness,  and  em 
ment  from 
ety  of  CNN 
Intercast 
qvc  watch 
view  live  brc 
of  the  homi  m 
ping  show  i 
der  products 
as  they  wa 
this  early  ph 
tel  is  the 
sponsor  of,  a 
1  for,  the  pr 


pr  a  i 


■ 


Hi 

Fore 


jet 


advertiser 
ming.  (Intercast  ads  s 
the  lower  half  of  the 
while  regular  tv  comri 
air.)  The  first  pilot  rol 
in  July,  with  nbc's  br 
of  the  Olympics. 

nbc  executives  jun 
the  chance  to  participa 
Intel.  Now,  in  additior 
special  programmir 
Homicide,  the  netwo 
ates  Intercast  cont< 
Dateline  nbc  and  sele 
day  National  Football 


94  BUSINESS  WEEK  /  DECEMBER  23,  1996 


Weekly  listings  are 
Anbc.com/intercast. 
jcasters,  as  well  as 
i  computer  manufac- 
are  searching  for  the 
y  to  exploit  the  rapid 
ence  of  television  and 
tness  Gateway  2000's 
tion  Big  Screen  PC, 
ooks  like  a  TV  and 
oaded  with  tv  soft- 
bshiba's  Infmias,  PCs 
functions;  and  WebTV, 
)  box  that  brings  the 
Me  Web  to  a  tv.  The 

0  allow  simultaneous 
hing  and  Internet  ac- 
bTV  gives  viewers  In- 
ccess  from  their  TVs, 

1  can't  watch  a  show 
ame  time. 

ugh  Intercast  also  al- 
lultaneous  TV  watch- 
Web  surfing,  it's  dif- 

from     the  ether 

because  its  content 
aver  a  tv  signal  and 
ne  programming  ties 

Internet.  Take  the 
t  offering  from  a  re- 
homicide  episode. 
Lies."  Viewers  could 

the  opening  page's 
;ons  under  a  column 

"True  Drama"  and 
formation  on  the 
>  plot  and  characters. 
.  For  example,  the 
frail"  option  provided 
about  a  prop  taken 
1  set,  a  copy  of  the 
;  Baltimore  Sun.  An 
with  the  headline 
Target  Arson  Unit 
sted  Mike  Kellerman 
lbject  of  a  fed- 
nd  jury  probe 
re  wrongdoing, 
lal  tv  viewers 
y  the  story's 

But  Intercast 
could  read  the 
"tide. 

ler  column, 
ife,"  had  links 
iternet.  "Chat- 
instance,  gave 
of  viewers'  re- 
to  trivia  ques- 
)sted  by  nbc 
rs  during  the 

week's  show, 
nd  to  the  triv- 

you  need  a 
md  an  account 

Internet  ser- 


5 


vice  provider.  Intercast 
uses  Microsoft's  dial-up 
networking  procedure 
with  Windows  95,  so  get- 
ting to  the  Web  takes 
about  as  long  as  with  any 
standard  Net  browser. 
There  are  many  more 


Spec  sheet 

SYSTEM  REQUIREMENTS 
FOR  INTERCAST 

•  90-Mhz  (or  more)  Pentium 
processor  with  PCI  bus 

•  16-MB  RAM" " 


your  PC  simultaneously." 

Intercast's  nfl  pro- 
gramming doesn't  suffer 
from  the  overload  prob- 
lem— perhaps  because 
football  games  have  more 
interruptions  than  drama 
shows.  As  I  watched  a 


options,  which  make  for  a   .   demo 


lot  to  digest  while  follow- 


game 


during  a  recent 
between  the  Den- 


•  15-MB  available  hard  disk 

ing  the  show.  I  was  so  in-    space  to  instaj I  application   ver  Broncos  and  Kansas 

volved  with  Intercast,  I    •  25-MB  cache  for  storing  broad-     City  Chiefs,  instead  of  be 

cast  Web  pages 

•T-mb"vram  " 


lost  track  of  the  program. 
"Right  now,  there's  almost 
a  cult  following  for  Inter- 
cast  content  with  shows  f-^Li-O-compfiance 
like  Homicide.  We've  seen 
appeal  at  the  fanatic  level, 
but  we  don't  know  how 
that  will  translate  to  the 


•  Standard  CD-ROM  audio  port 

•  Windows  95  operating  system 
MAKERS  OF  ADD-IN  BOARDS 


ing  bored  during  a  time- 
out, I  read  a  file  of  stats. 
That  was  easier  to  man- 
age than  reading  an  inter- 
view with  Reed  Diamond 
while  trying  to  stay 
abreast  of  Homicide's  ac- 
tion. Intercast  nfl  files 


public,"  says  Richard  Do-    ?_STB  Systems ■  (972  234-8750) _    drew  me  into  the  game. 


herty,  president  of  Envi 
sioneering,  a  market  re- 
search firm  in  Seaford, 
N.  Y.  Doherty  speculates 
that  Intercast  will  catch 
on  as  larger-screen  PCs  hit 
the  market.  With  such 
PCs,  you  can  make  the  TV 
portion  bigger  and  shrink 
the  Intercast  area.  "That's  a 
better  experience  than  watch- 
ing TV  in  the  top  quarter  of  a 
13-inch  screen,"  he  says. 

To  avoid  getting  too  dis- 
tracted as  I  watched  Homi- 
cide, I  was  tempted  to  save 
Intercast  files  and  return  to 


VIRTUAL  DIALS 

Change  the 
TV's  channel 
and  volume 
with  buttons. 
You  can  also 
snap  a  screen 
shot  or  follow 
your  favorite 


•  Hauppauge  Computer  Works 
(800  443-6284) 

INTERCAST-ENABLED  PC  MAKERS 

•  AST  Advantage!  9312  (800 
876-4278) 

•  Quantex  Microsystems  VM-1 
series  PC  (908  563-4166) 

them  after  the  episode  end- 
ed. Intercast  software  allows 
the  user  to  do  this  by  set- 
ting aside  a  certain  number 
of  megabytes  on  the  hard 
drive  for  storing  files.  Once 
the  limit  has  been  reached, 
it  deletes  files,  beginning 
with  the  oldest. 
If  you  tape  the 
show,  you  must 
play  it  back  on  a 
TV;    you  can't 
view  it  and  In- 
tercast files  on 


Intercast 
on  your 
PC  screen 


BROWSER  CONTROLS  Flip  between  Web 
pages,  make  a  bookmark,  or  freeze  the 
action  using  the  Intercast  browser  option 


HOT  BUTTONS 

Click  on  these  to 
get  game  previews, 
news,  AFC  and  NFC 
standings,  or  join 
other  viewers  in  an 
interactive  poll  on 
which  team  you 
think  will  win. 


When  Kansas  City's  Mar- 
cus Allen  made  a  two- 
yard  touchdown  with  four 
minutes  left,  nbc  sent 
along  his  bio,  explaining 
that   it   was   his  12Sth 
touchdown  and  put  Mm  in 
second  place  for  all-time 
career  touchdowns.  An- 
other intriguing  feature  is  the 
"snapshot"  button:  It  lets  you 
take  a  video  snapshot  from 
the  TV  and  save  it  on  your 
hard  drive  for  future  use. 

As  with  Homicide,  the  nfl 
Intercast  opening  page  pre- 
sents numerous  "hot  but- 
tons," such  as  National  Foot- 
ball Conference  standings  and 
news  that  can  be  opened  dur- 
ing the  program,  nbc  sends 
along  new  information,  such 
as  injury  reports,  as  the 
game  progresses. 

The  challenge  for 
broadcasters,  says  Tom 
Rogers,  president  of  nbc 
Cable  and  New  Business 
Development,  is  to  find 
out  how  comfortable  peo- 
ple will  be  interacting 
with  television.  "We 
started  with  the 
Olympics.  Now,  Homicide 
is  our  killer  app,"  says 
Rogers.  Intercast  is  in- 
triguing, especially  for  a 
Homicide  fan  such  as 
myself.  However,  because 
content  is  still  experi- 
mental and,  at  times, 
overwhelming,  for  most 
viewers  it's  not  yet  any 
kind  of  technology  to  die 
for.  Lisa  Sanders 
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LOW-RISK  INVESTING 
IN  HIGH-RISK  LOANS 


You  can  hardly  turn 
on  the  television  late- 
ly without  being  bom- 
barded by  commer- 
cials for  companies  willing  to 
lend  you  money.  "If  your 
bank  says  no, 
we'll  say  yes" 
is  one  familiar  refrain. 

To  some,  the  growing  num- 
ber of  consumers  who  are 
carrying  high-rate  debt  and 
have  limited  resources  to  ser- 
vice it  is  cause  for  alarm.  But 
for  the  specialty  finance  com- 
panies that  help  overtaxed 
consumers  with  "less  than 
perfect  credit"  to  consolidate 
their  debt  through  home-eq- 
uity loans,  it's  a  $100  billion 
business.  With  earnings 
growth  in  excess  of  20%  a 
year  and  with  price-earnings 
ratios  that  average  a  modest 
12.1  for  the  industry,  based 
on  1997  earnings — compared 
with  the  stock  market's  av- 
erage of  18 — specialty  finance 
stocks  are  an  interesting  in- 
vestment play. 

SHUNNED.  Indeed,  for  most  of 
L996,  these  stocks  have  sig- 
nificantly outperformed  the 
market.  The  best-known 
home-equity  lender,  the  Mon- 
ey Store,  is  up  75%  in  1996 
so  far.  However,  an  annual 
ritual  known  as  "window 
dressing"  has  caused  the 
share  prices  to  drop  recently. 
Since  October,  fund  managers 
have  been  selling  stakes  in 
these  types  of  high-growth 
companies  to  make  their 
holdings  appear  more  conser- 
vative for  yearend  reporting. 
The  good  news  is  that  this 
"institutional  behavior  pattern 
creates  a  buying  opportunity 
for  the  individual  investor," 
says  John  Bailey,  a  vice-pres- 
ident at  Friedman,  Billings, 
Ramsey  &  Co.,  an  investment 
bank  in  Arlington,  Va. 

Despite  at  least  a  dozen 
initial  public  offerings  in  the 
sector  during  the  past  year, 


SMART  MONEY 


the  party  is  hardly  over. 
These  companies  should  con- 
tinue to  benefit  from  their 
ability  to  target  a  market 
that  is  shunned  by  tradition- 
al banks.  For  example,  Unit- 
ed Companies  Financial 
claims  to  serve  the  "80%  of 
the  people  who 
have  only  20% 
of  the  assets."  So  while  the 
roughly  8,000  U.S.  banks 
and  1,500  thrifts  target  a 
small  but  wealthy  slice  of 
the  population,  the  15  pub- 
licly traded  home-equity  fi- 
nance companies  and  the  pri- 
vate ones,  such  as  Champion 
Mortgage,  lend  to  the  re- 
maining borrowers  referred 
to  as  subprime. 

Until  the  advent  of  secu- 
ritization for  such  higher-risk 
loans  in  1992,  the  growth  of 
these  companies 
was  constrained. 
Securitization  en- 
abled alternative 
lenders  to  re- 
plenish their  capi- 
tal by  selling  large 
quantities  of  loans 
repackaged  as  as- 
set-backed secu- 
rities, explains  Mi- 
chael Diana,  a 
Bear  Steams  man- 
aging director. 
And  that  easier 
access  to  capital 
has  meant  rapid 
growth. 

But  because 
nonbank  financing 
is  a  relatively  new 
and  poorly  under- 
stood business,  the 
stocks  can  be  wild- 
ly volatile.  "The 
prices  can  go  up  or 
down  20%  in  a 
week,"  says  Rob 
Schwartzberg,  a 
senior  vice-presi- 
dent at  Friedman, 
Billings,  Ramsey. 
"When  the  Money 
Store  reported 
higher-than-expect- 


ed  delinquencies  in  October, 
1995,  the  whole  group 
dropped  in  sympathy."  In  the 
long  term,  these  stocks  are 
cyclical,  so  they  may  be  hurt 
by  a  faltering  economy  or  a 
decline  in  credit  quality. 

Yet  many  analysts  contend 
that  housing-related  specialty 
finance  companies  are  actual- 
ly less  risky  than  their  clien- 
tele indicates.  "Just  because 
they  are  lending  to  high-risk 
credits  doesn't  mean  it  is  a 
high-risk  business,"  Diana  ar- 
gues. Unlike  conventional 
mortgages,  these  loans  are 
secured  by  a  house  worth 
much  more  than  the  bor- 
rowed amount.  And  while  a 
substantial  number  of  bank 
customers  refinance  when 
rates  drop,  subprime  borrow- 
ers have  fewer  refinancing  al- 
ternatives. That  means  earn- 
ings are  less  rate-sensitive 
than  those  of  traditional 
banks,  which  trade  at  com- 
parable multiples,  says 
Lehman  Brothers  analyst 
Michael  Millman. 


The  recent  explo^ 
new  specialty  finance  m 
nies  means  investors  I 
be  selective.  As  withB 

nancial  stock,  credit  I 
is  paramount.  The  coiB 
best  able  to  managaB 
risk  are  those  with  colitt 

earnings  growth,  Diajp 

So  it's  a  good  idea  to  mt 
those  with  a  strong  fijfc, 
or  brand  name  and  aH 
fied  product  line  thatB 
elude    home  improB 
lending  or  credit  insip. 
BRIGHT  FUTURE.  Grer  ' 
Financial,  whose  primed 
ness  is  manufactured-tairj 
lending,  exemplifies  tpl 
of  high-quality  financepi 
ny  advisers  recommerSp: 
one  of  the  longesffr- 
records  and  best 
sheets  in  its  class,  Gr< 
consistently  beats  it 
ings  estimates.  Curre 
stock  is  trading  aroi  i 
per  share,  an  incr  mA 
k  ■ 


e 


COMPANY  (STOCK  SYMBOL) 


STOCK  PRICE  YEAR-TO-DATE  PRICE-TO 


(12/9/96) 

INCREASE 

EARNINGS 

AAMES  FINANCIAL  (AAM) 

$37/ 

103.14% 

11.5 

CITYSCAPE  FINANCIAL  (CTYS) 

134.94 

14.6 

C0NT1FINANCIAL  (CFN) 

37K 

86.9* 

9 

DELTA  FINANCIAL  (DFC) 

2VA 

38.6** 

11.5 

FIRST  ALLIANCE  (FACO) 

28 

67.6*** 

13.6 

GREEN  TREE  FINANCIAL  (GNT) 

39 

47.8 

13.3 

MONEY  STORE (M0NE) 

27% 

75.2 

16.5 

UNITED  COS.  (UC) 

28K 

9 

9.6 

Since  2/9/96  IPO  **  Since  11/1/96  IPO  ***  Since  7/26/96  IPO 

DATA-  BLOOMBERG  FINANCIAL  MARKETS,  BUSINESS  WEEK 


around  48%  since  Jar 
it  has  a  p-e  ratio  of 
diverse  product  mix  ] 
continued 
growth,  ac 
to  analysts 

Indeed 
look  for  th 
try  as  a 
positive 
market 
and  future 
dation 
likely.  Man 
smaller  co 
will  bene! 
takeover  a 
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to  get  ba< 
of  the 
they  have 
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one  else 
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a  very  goo 
la  for  succ 
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CADILLAC 
CATERA 


iDY  VS.  LEXUS: 
!  E-MAIL  FILES 


I  y  Armstrong,  who 
ts  Japanese  carrnak- 

for  BUSINESS  WEEK 

is  Angeles,  arid  Katie 
who  follows  the  Big 
From  Detroit,  occa- 
/  do  some  Japan- 
sparring.  To  review 
i  entries 
>.xus  and 
\  in  the  fast-growing, 
plus  "entry-luxury" 
,  they  agreed  to  drive 
rs  during  the  same 
•k  period  and  ex- 
E-mail  about  their 
ions.  Here  are  some 

ive  a  Cadillac  Catera 
irst  time  today.  Wow! 
like  the  way  this  ear 
—much  better  than 
us  es  300.  The  steer- 
ze  and  tight,  unlike  in 
ms,  which  has  too 
wer  steeling  at  slow- 
ds.  That  makes  for 
urns. 

e  two  are  certainly 
when  it  comes  to  ride 
idling.  The  es  300  is 
ity — a  true  Lexus  co- 
fot  bad,  when  you 
cope  with  craterlike 
.  But  not  exactly  ex- 
iriving.  The  Catera 
much  better  feel  for 
L  And  it  feels  more 
n  turns  than  the  es. 
Seville  and  Eldorado 
onvince  people  that 
I  "boulevard  ride" 
sre  over,  the  Catera 
r  will. 


L.A.  I  suppose  typical  Cadillac- 
buyers  will  think  the  suspen- 
sion is  too  stiff — it  transmits 
a  lot  of  road  feel  into  the  car. 
But  I  like  it,  and  I  think  the 
fortyish  buyer  whom  Cadil- 
lac is  targeting  will,  too. 
K.K.  You  can  thank  gm's  Ger- 


AUTOS 


man  engineers 
for  the  Euro- 
pean-style ride  and  handling. 
They  actually  softened  the 
ride  from  the  stiffer  feel  of 
the  Omega  MV6,  from  which 
Catera  was  derived. 
L.A.  But  what  about  ameni- 
ties? Lexus  says  that  43%  of 
entry-luxury  buyers  are  trad- 
ing down  from  other  luxury 
models.  So  it  loaded  the  new 
es  with  all  the  goodies  it  of- 
fered on  the  original  1990  ls 
400  flagship.  The  Catera  has 
even  more. 

K.K.  Maybe  that's  not  as  sur- 
prising when  you  remember 
that  the  original  Lexus  was 
$35,000.  Now  that  the  ls  400 
has  moved  upmarket  to 
$50,000-plus,  the  es  300,  start- 
ing at  $30,395,  is  inhabiting 
its  old  neighborhood. 
L.A.  Oops.  Only  Day  2  and  a 
problem.  The  Caddy's  "Check 
Engine"  light  has  come  on, 
at  636  miles  on  the  odome- 

LEXUS  ES  300 


$30,395 

It's  more  stylish 
than  most  Japa- 
nese luxury  cars 


With  its  firm  ride, 
the  Caddy  is 
more  fun  to  drive 

ter.  The  manual 
says  it's  an  emis- 
sions problem  and  I 
should  try  a  differ- 
HH  ent  brand  of  gas.  So 
I'm  going  to  ignore  it. 
K.K.  I  can  top  that.  Yester- 
day and  this  morning,  when  I 
started  the  Catera  after  it 
sat  overnight,  the  engine 
died.  And  until  the  car 
warms  up,  the  automatic 
transmission's  shift  from  first 
to  second  gear  has  been 
rocky.  Not  what  I'd  expect 
from  a  car  starting  at 
$30,635. 

L.A.  I  was  startled  by  a  sym- 
phony of  wheezes  and  whines 
from  the  Catera.  And  while 
the  engine's  growl  wasn't  un- 
pleasant, it  didn't  particularly 
sound  like  that  of  a  luxury 
car.  Worse,  at  lunch,  I  parked 
it  next  to  a  Chevy  Lumina.  I 
got  a  sinking  feeling  from  the 
striking  resemblance  between 
them. 

K.K.  I  never  thought  I'd  be 
saying  this,  since  Japanese 
luxury  cars  are  so  often  non- 
descript, but  I  think  the 
Lexus  is  the  more  stylish.  Its 
lines  are  crisper,  and  the 
front  headlights  look  sharp- 
er. With  the  Catera,  you  can't 
mistake  its  parentage:  It  has 
that  glaring  chrome  grille  in 
front  and  the  Cadillac 
wreath-and-crest  emblem 
slapped  all  over  it. 
L.A.  When  I  got  into  the 
Catera,  there  were 
so  many  tiny 


lights  it  looked  like  a  Christ- 
mas tree.  But  I  like  the  three 
buttons  on  the  bottom  of  the 
mirror  you  can  program  to 
operate  your  garage-door 
opener,  and  the  sunroof  con- 
trol, a  simple  dial  that  opens 
to  preset  locations. 
K.K.  You're  right.  The  sun- 
roof control  is  nifty — unlike 
the  es  300's  moonroof  switch, 
which  is  almost  identical  to 
the  map-light  switch  nearby 
Other  than  that,  the  Lexus' 
interior  controls,  in  true  Toy- 
ota fashion,  are  remarkably 
logical  and  ergonomic.  I  foimd 
Catera's  radio  controls  on  the 
steering  wheel  annoying. 
Every  time  I  made  a  sharp 
turn  that  required  moving 
my  hands  around  the  wheel, 
the  radio  station  would  sud- 
denly change.  This  would  dis- 
tract my  attention  from  the 
road — the  exact  opposite  of 
what  those  controls  are  in- 
tended to  do. 

L.A.  I've  noticed  storage  is  a 
problem  in  the  Catera.  The 
trunk  and  glove  box  seem 
small,  especially  when  you 
consider  that  the  es  300  gets 
a  six-CD  cartridge-changer 
into  the  glove  box. 
K.K.  All  in  all,  I'd  take  the 
Catera  over  the  es  300,  just 
for  the  fun  of  driving  it  and 
the  Autobahn-ready  feel.  The 
es  300,  though,  is  a  better 
choice  for  someone  who 
wants  a  comfy  ride  and  the 
hassle-free  Lexus  experience. 
L.A.  I  agree.  We  boomers  ex- 
pect a  great  car  from  Lexus. 
But  despite  some  nagging- 
questions  about  quality,  I 
think  that  we're  getting  one 
from  Cadillac,  too.  And  for 
sure,  it's  one  that's  more  fun 
to  drive. 


*  u  *•  ■*. 

*,'  M  .,«  * 


■*■       "  ■     .  .  „       #       ^       f       f  0 

iBefdreyou  buy  computer  hardware,  log  onto 

toying  guide.  Get  the  real  story  from  a  source  that  isn't  trying  to  sell  you  a  thing.  With  Mj.- 
vorl  get  objective  product  reviews  from  National  Software  Testing  Laboratories.  You  cart  ft 
—pare  prices  and  ratings  on  everything  from  printers  and  modems  to  a  whole  new  syst^  J 
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isiness  Week  Index 


CTION  INDEX 


;e  from  last  week:  0.4% 
;e  from  last  year:  5.0% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

—  Nov.  30=132.9 
1992=100 


sc.  Apr. 
95  1996 
ex  is  a  4-week  moving  average 

Aug. 
1996 

Nov. 
1996 

iction  index  increased  during  the  week  ended  Nov.  30.  However, 
culation  of  the  four-week  moving  average,  the  index  fell  sharply  to 
>m  134.2.  In  the  latest  week,  seasonally  adjusted  output  of  trucks, 
oal,  and  electric  power  dropped.  For  the  entire  month  of  November, 
increased  0.5%  to  132.9,  from  132.2  in  October, 
lg  index  will  be  unavailable  for  an  indefinite  period  of  time 

■  index  copyright  1996  by  The  McGraw-Hill  Companies 

|NG  INDICATORS 

LATEST  WEEK 
WEEK  AGO 

YEARLY 
%CHG 

RICES  (12/6)  S&P  500 

739.60  757.02 

19.9 

IE  BOND  YIELD.  Aaa  (12/6) 

7.10%      7.06%  4.4 

IAL  MATERIALS  PRICES 

107.1  107.2 

-4.0 

S  FAILURES  (11/29) 

NA  NA 

NA 

'ATE  LOANS  (11/27)  billions 

NA  NA 

NA 

OPPLV,  M2  (11/25)  billions 

$3,791.2  $3.796.8r 

3.9 

LAIMS.  UNEMPLOYMENT  (11/30)  thous      336  344r 

-10.9 

Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
:t  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

olCCL  (iz//)  thous.  ot  net  tons 

1  ,924 

1 ,946# 

1  .9 

AIITflQ  /n/7\  unite- 
hu i uo  Kiel  1 )  units 

1  07  C  1  Q 

i  d  i  ,0  iy 

o  1 ,4o  /  rff 

inn 
-1  U.U 

TRUHK^  n  9/7\  unite 

i  nuvKw  Kic.li)  units 

1  Ofi  907 

74  729r# 

O.D 

ELECTRIC  POWER  (12/7)  millions  of  kilowatt-hrs. 

62,753 

61,401# 

2.2 

CRUDE-OIL  REFINING  (12/7)  thous.  of  bbl./day 

14,380 

14,304# 

1.3 

COAL  (1 1/30)  thous.  of  net  tons 

18,720# 

21,677 

-9.0 

LUMBER  (11/30)  millions  of  ft. 

333. 2# 

484.5 

-21.3 

RAIL  FREIGHT  (11/30)  billions  of  ton-miles 

21  9ff 

26  8 

16  / 

Sources:  American  Iron  &  Steel   Institute.   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPA1,  SFPA2,  Association  of 
American  Railroads 


PRICES 


LATEST 

WEEK 

YEARLY 

WEEK 

AGO 

%  CHG 

GOLD  (12/11)  $/troy  oz. 

368.250 

370.900 

-5.2 

STEEL  SCRAP  (12/10)  #1  heavy,  $/ton 

1  16  50 

116.50 

13  1 

COPPER  (12/6)  e/ib. 

108.4 

111.5 

-20.0 

ALUMINUM  (12/6)  e/ib. 

72.3 

72.0 

-7.1 

COTTON  (12/7)  strict  low  middling  1-1/16  in., 

e/lb.  71.84 

71.27 

-14.6 

OIL  (12/10)  $/bbl. 

24.42 

23.73 

30.0 

CRB  FOODSTUFFS  (12/10)  1967=100 

227.78 

228.20 

-3.2 

CRB  RAW  INDUSTRIALS  (12/10)  1967=100 

331.81 

332.78 

-0.9 

Sources:  London  Wednesday  final  setting.  Chicago  market.  Metals  Week,  Memphis 
market,  NYMEX,  Commodity  Research  Bureau 


FOREIGN  EXCHANGE 


LATEST 
WEEK 

112.82 

WEEK 
AGO 

113.24 

YEAR 
AGO 

101.92 

[EST  RATES  " 

JAPANESE  YEN  (12/11) 

LATEST 
WEEX 

5.17% 

WEEK 
AGO 

5.09% 

YEAR 
AGO 

5.73% 

GERMAN  MARK  (12/11) 

1.54 

1.57 

1.44 

FUNDS  (12/10) 

BRITISH  POUND  (12/11) 

1.66 

1.64 

1.54 

•IAL  PAPER  (12/11)  3-month 

5.44 

5.42 

5.65 

FRENCH  FRANC  (12/11) 

5.22 

5.29 

4,97 

ATES  OF  DEPOSIT  (12/11)  3  month 

5.44 

5.39 

5  6  / 

ITALIAN  LIRA  (12/11) 

1525.5 

1537.5 

1597.4 

IRTGAGE  (12/6)  30-year 

7.67 

7.71 

7.43 

CANADIAN  DOLLAR  (12/11) 

1  36 

1.35 

1.37 

BLE  MORTGAGE  (12/6)  one-year 

5.66 

5  66 

5.62 

MEXICAN  PESO  (12/11)' 

7.892 

7.860 

7.780 

2/10) 

8.25 

8.25 

8.75 

TRADE-WEIGHTED  DOLLAR  INDEX  (12/11) 

98.6 

98.9 

95.4 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


Sources:  Maior  New  York  banks  Currencies  expressed  in  units  per  U  5  dollar, 
except  for  British  pound  in  dollars    Trade-weighted  dollar  via  J  P  Morgan. 


in  the  production  indicators  are  seasonally  ad|usted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn  3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


IAL  PRODUCTION 

Dec.  16,  9:15  a.m. est*-  Output 
is,  mines,  and  utilities  likely 
lack  by  0.5%  in  November,  after 
Dy  a  similar  amount  in  October, 
median  forecast  of  economists 
3y  mms  International,  one  of  The 
Mil  Companies,  and  is  suggested 
ns  in  factory  payrolls  and  over- 
median  forecast  also  expects  that 
;e  operating  rate  for  all  industries 
to  83%  last  month,  from  82.7%. 
itput  dropped  in  October  because 
at  General  Motors  Corp.  in  Canada 
shortage  of  auto  parts.  As  a  result, 
slants  in  the  U.  S.  closed,  and 
oduction  dropped  off  by  8.1%. 


HOUSING  STARTS 

Tuesday,  Dec.  17,  8:30  a.m. est  ►  Ground 
was  probably  broken  on  new  housing  units 
totaling  an  annual  rate  of  1.39  million  in 
November.  That  would  be  a  small  uptick 
from  the  1.37  million  housing  starts  in 
October.  Starts  fell  a  steep  6.1%  in  Sep- 
tember, and  another  5.1%  in  October. 

FOMC  MEETING 

Tuesday,  Dec.  17 '►  The  Federal  Open  Mar- 
ket Committee  of  the  Federal  Reserve 
Board  will  meet  to  set  monetary  policy  for 
the  next  six  weeks.  All  of  the  mms  econo- 
mists expect  that  the  Fed  will  leave  the 
federal  funds  rate  unchanged  at  5.25%. 
The  last  policy  move  was  in  January,  1996, 


when  the  Fed  cut  a  quarter  of  a  percentage 
point  from  the  fed  funds  rate,  the  overnight 
rate  for  interbank  borrowing. 

INTERNATIONAL  TRADE 

Thursday,  Dec.  19,  8:30  a.m. est  ►  The 
trade  deficit  for  goods  and  services  likely 
narrowed  in  October,  to  $10.3  billion.  In 
September,  the  trade  gap  widened,  to  a 
larger-than-expected  $11.3  billion.  The  mms 
economists  forecast  that  exports  were 
unchanged  after  falling  1.4%  in  Septem- 
ber. Imports  probably  fell  after  increasing 
for  three  months  in  a  row.  A  deterioration  in 
the  U.  S.  foreign  trade  gap  subtracted  more 
than  one  percentage  point  from  economic 
growth  in  the  third  quarter. 


This 
Week, 
Online  - 1 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine,  j 

Sunday  <-J 

Guess  what?  Video  games 
can  help  kids  learn  in  this 
high-tech  age.  Business 
Week's  Neil  Gross  and  Paul 
Eng  lead  a  discussion  of  the 
current  BW  Cover  Story,  with 
special  guest  "Wild  Bill" 
Stealey  of  game-maker 
Interactive  Magic. 
Dec.  15 

9  p.m.  est  in  the  Globe 

Monday 

How  to  coax  delinquent 
creditors  to  pay  their  bills  on 
time-without  losing  them  as 
customers:  Advice  from 
consultant  Carolyn  Thompson 
for  small  business  and 
entrepreneurs,  one  of  a  series 
of  BW  Enterprise  chats 
presented  every  Monday. 
Dec.  16 

8  p.m.  est  in  the 
BW  Enterprise  Chat  Room 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Lucent  Technologies  (LU)  21,86  I  Robertson  Stephens 


Access  Media  International  36, 
70 

Advanced  Micro  Devices 
(AMD)  37 
Aeroflot  62 

AirTouch  Communications  86 
Amdahl  (AMH)  78 
America  Online  (AMER)  70 
AMG  Services  35 
Amway  80 
Apollo  Advisors  74 
Apple  Computer  (AAPL)  46 
AST  Research  94 
AT&T  (T)  56,86 
Avtovazbank  62 

8 


Bear  Stearns  (BSC)  96 
Bernstein  (Sanford  C)  32 
Best  Buy  (BBY)  36, 37 
BMW  44 

Boca  Research  (B0CI)  84 
Boeing  (BA)  8, 62,  64 
Bombardier  (BBD.B)  12 
British  Telecommunications 
(BTY)  56 

Brown  &  Williamson  32 


Canadian  Airlines 

International  12 
Challenger  Gray  & 

Christmas  29 
Champion  Mortgage  96 
Chrysler  (C)  44 
Chubb (CB)  74 
Circuit  City  Stores  (CO  36, 37 
Cisco  Systems  (CISCO)  84 
Citibank  (CCD  39 
CNN  94 

Coastal  Capital  Funding  74 
Coastal  Securities  75 
Communication  Intelligence  6 
Companhia  Bozano 
Simonsen  57 

CompUSA  (CPU)  36,64,84 

CompuServe  70 

Computer  City  36 

CondeNast  80 

Continental  Airlines  (CAI  A)  62 

Coopers  &  Lybrand  6 

Cotter  (CTTE)  46 

Credit  Agricole  Futures  77 

Cross  (A  T)  21 

CVRD  57 

Cybertrax  Innovative 
Technologies  73 
Cycorp  82 


Dean  Witter  (DWD)  32 
Delta  Air  Lines  (DAL)  62 
Denver  Broncos  94 
Deutsche  Bank  12,50 
Deutsche  Telekom  12 


Diamond  Technology 
Partners  80 

Diesel  Motorenbau  59  • 
Donaldson  Lufkin  &  Jenrette 
(DU)  74 

Dow  Stereo/Video  36 
DRI/McGraw-Hill  (MHP)  44 


Electronic  Arts  (ERTS)  70 
Embraer  57 
Enron  (ENE)  59 
ErnstS  Young  90 

F 


Lucky  Computers  36 
Lufthansa  62 

M 


FirstCity  Financial  (FCFC)  75 
Ford(F)  6,44 
Fox  Television  Stations 
(NWS)  38 
France  Telecom  55 
Franklin  Mutual  Advisors  32 
Friedman  Billings  Ramsey  96 

G 


Gartner  Group  (GART)  86 
General  Electric  (GE)  50, 102 
General  Motors  (GM)  44, 46, 
80,  97,  99 

Goldman  Sachs  32, 55, 77 
Good  Guys  (GGUY)  36 
Green  Tree  Financial  (GNT)  96 
GTE  (GTE)  86 
GT  Interactive  Software 
(GTIS)  36 

H 


Harvard  Management  77 
Hauppauge  Computer  Works  94 
Hayes  Microcomputer 
Products  84 

Hewlett-Packard  (HWP)  64 
Hicks  Muse  Tate  &  Furst  74 
Hughes  Electronics  (GM)  64, 86 
Humana  (HUM)  12 

i 


IBM  (IBM)  46,  78,  82,  84 

id  Software  70 
ILM  64 

Intel  (INTO  36,  39,  64,  78 

Interactive  Magic  70 


Janney  Montgomery  Scott  36 

J-Hawk  75 
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-0.6 
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S&P  Financials 
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-1.0 
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Latest 

%  change 
Week  52-week 

London  (FT-SE  100) 

3982.5 

-1.5 

9.0 

Frankfurt  (DAX) 

2841.1 

-0.9 

25.0 

Tokyo  (NIKKEI  225) 

20,568.4 

-0.4 

7.0 

Hong  Kong  (Hang  Seng) 

13,189.6 

-1.8 

34.1 

Toronto  (TSE  300) 

5781.7 

-2.2 

22.0 

Mexico  City  (IPC) 

3241.8 

-AA 
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FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1 .95  % 

1.94% 

2.21  % 

S&P  500  P/E  Ratio  (Last12mos. 

20.8 

20.8 

17.6 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 6. 1 

16.2 

NA 

First  Call  Earnings  Revision* 

-0.52% 

-0.95% 

NA 

TECHNICAL  INDICATORS 
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Reading 

S&P  500  200-day  average 
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671.2 
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Stocks  above  200-day  average 

68.0% 

68.0% 

Neutral 

Options:  Put/call  ratio 

0.53 

0.54 
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Insiders:  Vickers  Sell/buy  ratio 

1.91 

1.85 
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BEST-PERFORMING 
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Last  12 
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17.2 
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106.9 
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13.5 
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76.4 
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13.2 

Computer  Software 

47.5 
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12.4 

Money  Center  Banks 

41.1 

Broadcasting 

11.5 

Personal  Loans 

37.8 
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Manufactured  Housing 

-17.6 
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-6.2 
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-17.8 
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-5.8 
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-13.5 
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-5.5 
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-8.9 
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-4.9 

Long-Dist.  Telecomm. 

-8.8 
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Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 
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71% 

-1% 
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98% 

-3% 

Apple  Computer 

24 '/2 

-1 '/2 

Bell  Atlantic 

603/8 

-% 

BellSouth 

383/4 

-1% 

Coca-Cola 

49% 

-2% 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Microsoft 

81  7/8 

10  Vie 

Dell  Computer 

59% 

147/16 

Cisco  Systems 

67% 
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Informix 

24% 

3% 

Intel 

12978 

5'/4 

Oracle 

49% 
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MONEY  MARKET  FUNDS 

4.95 

4.95 

NA 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

4.96 

5.03 

5.45 

assuming  a  31%  federal  tax  rate. 

10-vr.  bond 

30-vr.  bond 

6-MONTH  BANK  CDS 

5.22 

5.20 

5.43 

Latest 
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Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  NOTES 

5.49 

5.41 

5.35 

GENERAL  OBLIGATIONS 

4.81% 

4.67% 

5.45% 

5.31% 

10-YEAR  TREASURY  BONDS 

6.38 

6.11 

5.71 

PERCENT  OF  TREASURIES 

75.45 
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82.36 
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30-YEAR  TREASURY  BONDS 

6.61 
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6.04 
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6.97 
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7.90 

7.70 
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7.17 
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6.67 

INSURED  REVENUE  BONDS 
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5.55 
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7.05 
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TAXABLE  EQUIVALENT 
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8.04 
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EQUITY  FUND  OBJECTIVES 
Leaders 

Four-week  total  return  % 


United  Svcs.  China  Region 
Merrill  Technology  A 
Ivy  China  Region  A 
Princ.  Preserv.  PSE  Tech  100 
Fidelity  Sel.  Electronics 

Leaders 

52-week  total  return 


24.5  Pioneer  India  A  -9.5 

13.0  Bull  &  Bear  Gold  Investors  -9.2 

10.7  United  Svcs.  Gold  Shares  -9.1 

10.2  Midas  -8.8 

9.6  Fidelity  Japan  Small  Co.  -8.4 

Laggards 

%  52-week  total  return  % 


Laggards 

Four-week  total  return  % 

7.3  Specialty-Precious  Metals  -4.4 

4.0  Specialty-Utilities  0.7 

3.3  Europe  0.8 

2.9  Diversified  Emerging  Market  0.9 

2.8  Foreign  0.9 


ningstar,  Inc. 


State  St.  Res.  Glob.  Res.  A 
Interactive  Inv.  Tech  Val. 
Portico  MicroCap  Instl. 
PBHG  Technology  &  Commun 
Fidelity  Sel.  Energy  Serv. 


79.4  Steadman  Technology  Grth.  -32.3 

68.5  Matthews  Korea  -29.5 
60.1  United  Svcs.  Gold  Shares  -25.0 
56.4  Pioneer  India  B  -22.3 
51.3  Apex  Mid  Cap  Growth  -20.9 
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52-week  total  return 
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Europe  22.4  Specialty-Utilities  12.2 

Growth  and  Income  21.9  Diversified  Emerging  Market  12.5 


Laggards 

52-week  total  return 
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Editorials 


CHILD'S  PLAY  FOR  THE  MILLENNIUM 


Parents  putting  video  games  under  the  Christmas  tree 
this  year  can  take  heart  that  their  kids  are  actually 
learning  something.  A  growing  number  of  psycholo- 
gists and  educators  praise  the  electronic  toys  for  their  abil- 
ity to  help  prepare  children  for  the  Information  Age  jobs  of 
the  future.  Not  only  do  they  foster  technological  literacy,  they 
also  promote  a  new  kind  of  learning  and  thinking.  But  par- 
ents still  should  be  wary:  The  culture  of  violence  that  pre- 
vails in  video  games,  their  sometimes  addictive  nature,  and 
the  cognitive  and  cultural  losses  that  could  result  as  time 
spent  on  video  games  displaces  books,  baseball,  and  ballet 
should  caution  parents  to  balance  their  children's  activities. 

Video  games,  especially  those  that  operate  in  a  3-D  envi- 
ronment, hone  motor  and  spatial  skills.  By  working  in  virtual 
worlds,  children  become  comfortable  with  simulation,  at  ease 
with  icons  and  graphics,  and  sensitive  to  dealing  with  rapid- 
ly changing  situations.  They  also  develop  hypertext  minds, 
leaping  from  one  context  to  another,  using  nonlinear,  parallel 
thinking  as  they  solve  problems  and  shoot  the  bad  guys. 
That's  a  big  plus  in  the  information  economy,  where,  in- 
creasingly, 3-D  simulation  and  virtual  reality  are  integral 
to  training,  design,  and  production  (page  64). 

Now,  the  caveats.  The  world  may  be  changing,  but  the  In- 
formation Age  still  requires  people  to  do  old-fashioned  se- 
quential thinking,  the  kind  associated  with  reading  a  biog- 
raphy of  Thomas  Jefferson  or  playing  Mozart's  Jupiter 
Symphony  from  start  to  finish.  The  narrative  story  remains 


On  July  1,  1997,  C.  H.  Tung  assumes  arguably  the 
toughest  job  in  Asia:  running  capitalist  Hong  Kong 
under  communist  China.  His  job  will  involve  pre- 
serving Hong  Kong's  freedoms  while  showing  sensitivity  to 
Beijing's  concerns.  It  will  mean  satisfying  international  in- 
vestors, who  might  flinch  if  the  rule  of  law  erodes  in  Hong 
Kong,  while  placating  Beijing  party  leaders,  who  are  using 
anti-Western,  nationalist  rhetoric  to  unite  the  country.  Tung 
must  do  all  that  under  the  intense  scrutiny  of  the  interna- 
tional media  that  will  cover  the  historic  handover  of  Hong 
Kong  from  Britain  to  China  next  summer  (page  50). 

Tung,  a  former  shipping  magnate,  has  a  lot  going  for  him. 
He  is  decent,  charming,  and  principled.  Born  in  Shanghai,  he 
studied  at  Liverpool  University  in  Britain  and  worked  for 
General  Electric  Co.  in  the  U.  S.  He  ran  a  global  shipping 
company  founded  by  his  father.  He  is  politically  conservative 
and  shares  the  sentiments  of  other  Hong  Kong  tycoons  that 
the  heart  and  soul  of  Hong  Kong  is  making  money.  Tung  is 
more  likely  to  be  comfortable  with  Singapore's  orderly  gov- 
ernment than  Taiwan's  raucous  democracy.  The  main  worry  is 
that  he  will  bend  too  far  to  accommodate  Beijing.  A  consen- 


an  essential  part  of  communication,  an  important  p; 
analysis  and  problem-solving.  Leaping  from  point  to 
skimming  the  surface,  may  be  necessary  in  a  virtual,  \ 
text  world,  but  it  is  not  sufficient  in  the  real  world. 

Then  there's  the  content  problem.  In  some  terrific,  i 
packed  video  games,  no  one  gets  killed.  But  the  ge  | 
dominated  by  mayhem  and  murder.  Years  of  socio! 
studies  have  produced  little  evidence  that  violent 
games  lead  to  antisocial  behavior.  But  this  research  is 
on  older  games,  which  contain  2-D  figures  that  are  ( 
not  real.  As  3-D  graphics  explode  on  PC  screens,  am 
game  systems  from  Sega  Enterprises,  Sony,  and  Nil 
pour-  into  homes,  the  worry  is  that  the  fine  between  fi 
and  reality  may  blur  and  that  children  may  come  J 
killing  as  without  moral  consequence  and  as  causi)  . 
pain  or  anguish. 

Video  games  enhance  specific  kinds  of  learning  and 
ing  appropriate  for  the  21st-century  economy,  but  the; 
not  be  teaching  what  is  necessaiy  for  21st-century  soci 
parents  allow  video  games  to  reduce  the  time  thei] 
spend  reading,  kicking  a  soccer  ball,  or  playing  the 
they  will  be  making  a  big  mistake.  But  if  they  car 
their  children's  attention  from  Mighty  Morphin  , 
Rangers  and  other  moronic,  violent  TV  cartoons  to  & 
packed,  nonlethal  video  games,  such  as  Sega's  Nights, 
is  a  marvelous  high-tech  universe  of  learning  to  be  g 
Merry  Christmas. 


sus  builder,  he  is  inclined  to  come  up  with  solutions  ; 
live  with.  The  trouble  is.  Hong  Kong's  freedoms  aren't 
tiable.  Tung  has  already  echoed  Beijing  in  saying  that " 
and  Tibet  independence  advocates  won't  be  welcome  in 
Kong.  He  believes  Hong  Kong  is  "too  politicized"  and 
the  popular  Democratic  Party  to  tone  down  its  pr 
against  China's  decision  to  close  the  locally  elected  legis 
A  Confucian  patriarch  and  Chinese  patriot,  Tung  will 
negotiate  problems  with  Beijing  quietly,  out  of  the 
eye.  Beijing  has  leverage  on  him.  He  was  recently  e 
chief  executive  by  a  400-member  panel  appointed  by  fi 
And  a  $120  million  dollar  loan  from  China  helped  bail  ( 
company  in  the  '80s.  But  Tung  has  leverage  of  his  ow 
last  thing  China  wants  is  chaos  in  Hong  Kong.  Images  c 
of  protesters  demanding  democracy  being  clubbed  by 
or  worse,  mainland  troops,  would  be  as  damaging  to  CI 
the  Tiananmen  Square  massacre.  It  would  hurt  C 
growth,  delay  its  entry  into  the  World  Trade  OrganA 
push  Taiwan  toward  independence,  and  ruin  relations  wtt 
U.  S.  and  Europe  well  into  the  21st  century.  Tung  haafc 
ficult  hand  to  play.  We  hope  he  is  tough  enough  to  plsil 


HONG  KONG:  FREEDOM'S  NOT  NEGOTIABLE 
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ING  DOORS.  8-WAY  POWER  SEATS  WITH  DRIVER'S  MEMORY,  INDEPENDENT  CLIMATE  ZONES.  FULL  LEATHER-TRIMMED  INTERIOR,  PERSONAL  SECURITY  SYSTEM.  AVAILABLE 
WHEEL  DRIVE,  INFINITY  ACOUSTIC  10"  SOUND  SYSTEM,  CAR  AND  DRIVER'S  "TEN  BEST."  INQUIRIES,  1-800 -^  A-CHRYSLER.  WEB  SITE,  www.chryslercars.com  ; 
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Since  the  beginning  of  1996: 


We  welcomed  over 


new  X  Rowe  Price  customer 


We  were  among  the  first 
to  investor  information 


vide  instant  access 
prospectuses  via 


our 


cov 
the 


managers  received  Morningsta/s  mo 
=Domestic  Stock  Fund  Manager  of 


We  received  a  #1  ranking  in  client  satisfaction  anion* 
corporate  401(k)  plans  in  a  leading  national  survey;2 


'AH  in  all,  it  was  just  another  year  at  X  Rowe  Price, 


Invest  With  Confidence®  [ 

T.RoweRice 


SIEMENS 


1866.  That  was  then 


Shortly  after  his  50th  birthday,  Werner  Siemens  invented  the  world's  first  electric 
dynamo,  and  began  the  revolution  that  brought  electric  power  to  everyone, 
everywhere. 


1996.  This  is  now. 


Today,  Siemens  technology  generates,  distributes  and  controls  electric  power 
in  ways  Werner  Siemens  never  imagined.  From  the  brightly  lit  stadiums  where 
people  cheer  their  favorite  teams  to  the  places  where  people  work  and  live, 
Siemens  technology  is  helping  to  produce  and  deliver  electric  energy  wherever 
it  is  needed.  It's  all  part  of  the  heritage  of  innovation  begun  by  Siemens  over  a 
century  ago.  And  it's  yet  another  way  the  47,000  men  and  women  of  Siemens 
are  working  all  across  America  to  generate  the  kind  of  thinking  that  will  lead  us 
into  the  next  century.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '96.  Box  8003,  Trenton,  New  Jersey  08650 
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CAMPAIGN  2000 


A  GIFT  TO  DOLE  WAS  A  GIFT  TO  QUAYLE 


BOB    DOLE,    MOVING  INTO 

full-time  primary  campaign- 
ing, turned  over  his  political 
action  committee,  Campaign 
America,  and  its  $1.8  million 
kitty  to  Dan  Quayle  in  late 


DAN:  Pac  Man-ing  a  PAC 


1995.  National  pols  use  these 
so-called  "leadership  pacs"  for 
party  building — chiefly  by 
making  donations  to  congres- 
sional candidates. 

So  what  did  Quayle,  who 
is  eyeing  the  White  House  in 
2000,  do  with  the  Campaign 
America  money  during  1996? 


He  spent  a  big  chunk  of  it  on 
his  political  travels.  Upshot: 
Some  who  gave  to  the  pac 
when  Dole  ran  it  ended  up 
subsidizing  Quayle's  early 
Presidential  efforts,  whether 
they  wanted  to  or  not. 

The  pac,  which  Quayle's 
fund-raising  further  fattened, 
ended  up  spending  $3  million. 
A  mere  $682,000,  or  23%,  was 
given  to  gop  candidates;  the 
rest  went  for  expenses 
($434,534  just  for  Quayle's 
June-November  travel). 
Leadership  pacs  usually  do- 
nate a  lot  more  to  candidates. 
Senate  Majority  Leader 
Trent  Lott's  pac  gave  them 
59%  in  '96;  House  Minority 
Leader  Dick  Gephardt's,  65%. 
Campaign  America  officials 
say  that  Quayle's  travel  ben- 
efited the  entire  gop  ticket 
since  he  stumped  for  70  can- 
didates. Dole's  folks  haven't 
commented.  Elena  Maria 
Lopez  and  Owen  Ullmann 


PRODUCT  PEEK 

THE  BIG  BLUE  BOOK 
OF  KNOWLEDGE 

AFTER    ITS  SPECTACULAR 

failures  in  such  p< :  software  as 
operating  systems  and  word 
processing,  IBM  is  once  again 
taking  on  Micro- 
soft. And  in  one  of 
Gates  &  Co.'s 
strongest  mar- 
kets: the  CD-ROM 
encyclopedia. 

On  Jan.  6,  IBM 
and  World  Book 
Inc.  will  launch  a 
multimedia  version 
of  the  22-volume 
World  Book  ency-  " 
clopedia.  In  five  years,  Mi- 
crosoft's Encarta  program  has 
zipped  past  Groliers  and 
Compton  to  capture  77%  of 
this  $58  million  market,  says 


IBM:  Ga  tes-c ra sher? 


researcher  Access  Media  In- 
ternational. The  CD-ROM-ency- 
clopedia realm  is  small  com- 
pared with  the  nearly  $1 
billion  educational-software  biz. 
But  analysts  say  its  visibility 
and  prestige  make  it  key  to 
marketing  other  educational 
products,  where  IBM  has  big 
plans,  ibm  is  lobbying  PC  mak- 
ers to  include 
World  Book  disks 
with  their 
machines. 

World  Book, 
popular  among 
educators,  may 
be  better  geared 
to  youngsters 
than  Encarta, 
with  its  often 
"  technical  prose. 
Another  plus  for  IBM's  effort 
is  its  lower  price — $59.99  (after 
a  $20  rebate).  Encarta  costs 
$79.  Microsoft  says  it's  not 
worried.  Ira  Soger 


TALK  SHOW  Wl  knew  him  when  he  and  his  family  sta 
little  restaurant  about  a  mile  from  my  home  20  years  aj 

— President  Clinton  on  Charles  Yah  Lin  Trie,  a  recent  Whi 
House  guest  whose  political  fund-raising  has  raised  eyebro 


CAPITAL  OFFENSES 

A  LINE-ITEM  VETO 
THAT  ISN'T? 

THE  PRESIDENT'S  NEW  LINE- 

item  veto  authority,  effective 
Jan.  1,  expands  his  powers 
over  new  spending  items  and 
special  tax  breaks.  It  lets  him 
zap  provisions  he  dislikes  in  a 
bill  without  having  to  reject 
the  entire  measure.  But  al- 
ready, lawmakers  are  figur- 
ing out  ways  to  get  around 
that.  Incoming  Senate  Ap- 
propriations Committee 
Chairman  Ted  Stevens  (It- 
Alaska),  a  budget  hawk, 
warns  that  congressional 
friends  of  special  interests 


want  to  "destroy"  tl 
antideficit  weapon. 
One  ploy  woi 
"bundling."  Lawi 
cram  a  project  Bi 
ton  likes  and 
hates  onto  the  sa 
of  a  budget  bill- 
dam,  for  instanc 
other  dodge  is  th 
etly  tell  agencies  the 
see  where  to  spend 
unrestricted  blocks  of 
A  third  involves  the 
Congress'  Joint  Con 
on  Taxation  under  tl 
law.  It  is  the  entity  tl 
tifies  which  tax  brea 
ample:  letting  a  utili 
tax-free  bonds)  the  Pr 
can  ax.  So  Hill  types 
deals  with  committee 
bers  to  shield  pet  bre 
No  lawmakers  yet 
they'll  try  these  man 
Republicans  in  particu 
defiantly  telling  Clint 
to  use  his  new  powers 
verse  gop  policies, 
cutbacks  for  immigran 
fare.  The  White  Hous 
Congress  wouldn't  dare 
a  line-item  veto  for 
bad  press.  Wilson  Dizt 


THE  DEAL  MILL 


AMEX  + CITI  =  PITIFUL  PREMIUM 


THE    FAILED  CITICORP- 

American  Express  merger 
might  well  have  offered  no, 
or  a  very  slim,  premium  to 
AmEx  investors,  say  sources 
familiar  with  the  talks.  That's 
unusual.  When  a  huge  finan- 
cial-services company  such  as 
Citi  (market  cap:  $48  billion) 
buys  a  lesser  giant  such  as 
AmEx  ($25  billion),  a  tidy 
premium  is  expected. 

How  much?  Mutual-fund 
manager  and  AmEx  share- 
holder Mario  Gabelli  values 
AmEx  at  $65  to  $75  per 
share,  vs.  the  53X  it  trades  for 
now.  To  agree  to  a  near-mar- 
ket price,  AmEx  shareholders 
would  have  had  to  believe  the 
combo's  stock  would  do  well 
from  synergies  and  cost  sav- 
ings. The  companies  decline 


comment  on 
the  talks, 
which  were 
started  by 
AmEx  ceo 
Harvey 
Golub. 

The  deal 
was  within 
days  of  go- 
ing to  both 
boards,  even 
though  an  " 
exact  price  hadn't 
agreed  upon.  But  soun 
the  paltry-premium  issi 
not  the  deal  break 
foundered  in  early  Dec 
partly  over  the  role  of 
57,  in  the  new  cor 
which  would  have  bei 
by  Citicorp  head  John 
also  57.  Alist 


REED  woi 

have  beer 
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How  to  use  the  Web 
to  propel  your  business. 

AT&T  Easy  World  Wide  Web  ':  we  provide  the  power, 
you  pick  the  direction. 


ver  business  you're  in,  AT&T  Easy  World  Wide  Web 
an  easy,  friendly  way  to  put  your  best  foot  forward 
online  environment,  so  you  won't  feel  like  a  duck 
water! 

fop  shopping  for  a  global  Internet  presence 

Easy  World  Wide  Web  gives  you  a  hassle-free  end- 
solution,  from  implementing  to  managing  your 
ite,  so  you  eliminate  a  lot  of  the  headaches. 

p  you  dive  right  in,  we  provide  Web  site  creation 
ind  access  to  training.  And  we  can  refer  you  to  a 
)f  professional  Web  developers  for  help  in  designing 
active  site. 

etwork  reliability  you  expect  from  AT&T 

is  experienced  in  building  operations  infrastructures 
in  depend  on.  And  to  keep  your  business  moving 
d  with  the  Web,  we  provide  the  backup  systems 


and  technology  to  protect  your  site  from  becoming  over- 
loaded and  obsolete. 

Propel  your  business  with  a  leader  in 
electronic  solutions 

AT&T  Easy  World  Wide  Web  is  one  of  the  many  Internet 
products  we  offer.  As  your  Internet  needs  expand,  AT&T 
can  move  you  upstream  with  additional  enhancements. 

For  more  information  on 

AT&T  Easy  World  Wide  Web  call  toll-free 

1  800  7HOSTIN,  Dept.  1230 

Or  e-mail  us  at  telemark@attmailcom 

Or  visit  our  Web  site  at 

http:// www.  att.  com/easy  commerce/ 


©  19%  AT&T  All  rights  reserved- 


AT&T 
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DRAWN  &  QUARTERED 


MAD  AVE 

DIEGO  RIVERA'S  CHEVY  PERIOD 


WHEN   ART  AND  COMMERCE 

collided  in  Detroit,  it  wasn't  a 
pretty  picture.  The  brouhaha 
stems  from  Chevrolet's  ty  ad 
using  the  Detroit  Institute  of 
Aits'  famed  Detroit  Industry 


THE  NEW  AD:        fresco.  The 
First,  outrage —  15- second 
then  praise         spot,  now  air- 
ing.  shows 
canoon-animated  Depression- 
era  factory  workers  from 
Diego  Rivera's  mural  pulling 
a  Chevy  logo  out  of  a  forge. 

Museum    officials  were 
deeply  offended.  Dirk  Bakker. 
the    institute's  copyright 
director,  told  the  Detroit 
News  the  ad  was  "a  bas- 
tardization of  a  real  work 
of  art."   Chevrolet  hadn't 
asked  the  museum's  approval 
to  interpret  Rivera's  artwork, 
nor  did  it  give  notice  the 
\    ad  was  coming.  "We  were 
g    not  copying  the  work,  we 
i    were  just  doing  something  in 
5    that  stvle."  explains  Chevro- 


let spokesman  Dan  Hubbard. 

But  after  the  controversy 
erupted,  museum  officials 
evidently  realized  they 
were  carping  about  a  bene- 
factor. General  Motors  gave 
S250.OOO-plus  to  the  insti- 
tute in  the  past  two  years. 
Saying  it  didn't  wish  to 
knock  a  major  donor,  the 
museum  suddenly  began 
praising  gm  for  creating  an 
ad  honoring  Rivera's  work 
"This  is  the  sincerest  form 
of  flatten"."  gushes  muse- 
um spokeswoman  Pam 
Phillips.  Bakker.  who 
wouldn't  comment  further, 
got  reprimanded  for  giving 
his  own  opinion.  Other  mu- 
seum officials,  though,  admit 
privately  they  agree  with 
him.  Keith  Xauahton 


WILD  BLUE  YONDER 

FROM  SPACE  SHOTS 
TO  MILK  RUNS 

HE    USED    TO    CIRCLE  THE 

earth  in  90  minutes.  Xow. 
he'll  make  the  90-minute 
Phoenix-Houston  flight.  For- 
mer space  shuttle  astronaut 
Robeit  "Hoot"  Gibson  has 
joined  Southwest  Airlines'  pi- 
lot training  program.  He's 


DEJA  VU 


ROAD  TO  PAVE?  REMEMBER  BURMA-SHAVE! 


THE    OLD  BURMA-SHAVE 

roadside  ads  are  being  res- 
urrected in  Albuquerque,  cau- 
tioning drivers  to  slow  down 
through  a  four-mile  construc- 
tion zone.  And  the  series  of 
signs  is  such  a  hit  that  road 
officials  elsewhere  have  told 
the  New  Mexico  Highway  & 
Transportation  Dept.  they 
may  copy  the  concept. 
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RISKY  BUSINESS- 
AND  CHEAPER 

Companies  are  spending 
less  on  insurance  premiums 
for  liability,  property,  and 
workers'  comp  coverage. 
Deductibles,  too.  A  big  reason: 
Insurers  are  a  lot  more  com- 
petitive. Another  is  that  for 
workers'  comp.  insurers  and 
corporate  policyholders  are 
tighter  about  paying  claims. 


COST  OF  RISK  PER 
$1,000  OF  REVENUE 


The  fun  is  the  gradual  un- 
folding of  a  rhyme  as  the 
signs  zip  by.  Four  signs, 
about  one-tenth  of  a  mile 
apart,  encourage  the  130.000 
motorists  who  drive  daily 
along  Interstate  40  to  obey 
the  45  mph  speed  limit. 
That's  10  mph  slower  than 
the  usual  allowable  speed. 
The  agency  got  the  jingle 
from  a  contest  a  radio 
station  ran.  The  message: 
"Through  this  maze  of  ma- 
chines and  rabble  Driving 
fast  can  cause  you  trouble 
Take  care  and  be  alert/  So 
no  one  on  this  road  gets 
hurt." 

Burma-Shave  ads.  a  fixture 
in  America's  pre-superhighway 
days,  first  appeared  in  1925 
and  died  out  after  Philip  Mor- 
ris bought  Burma- Vita  Co.  in 
1963:  the  shaving-cream  prod- 
uct was  later  discontinued. 
There  were  some  600  jingles, 
such  as:  "His  face  was  smooth 
And  cool  as  ice/  And  oh. 
Louise  He  smelled  so  nice 
Burma-Shave," Sandra  Dallas 


scheduled  to  make  his  ra  I 
voyage  for  the  carried  I 
first  officer  (second-id  I 
mand  to  the  pilot 1  on  D  I 
and  work  his  way  up  to  | 
in  a  few  years. 

Gibson's  career  chn 
unusual  for  an  astro 
They  often  move  from 
to  top  management  pa 
the  aerospace  industry 
instance.  Robert  CrJ 
is  now  vice-presideij 
automation 
systems  for 
Lockheed 
Martin,  and 
Richard  Cov- 
ey heads  Mc- 
Donnell Dou- 
glas' Houston 
operations.  "I 
just  love  fly- 
ing." explains 
Gibson.  50.  A 
Navy  captain 
who  flew  com- 
bat missions 
in  Vietnam, 
Gibson  logged  five  sh 
flights,  including  thej 
U.  S.  docking  with  the  1 
ian  Mb"  space  station.  ' 

Southwest  says  it's 
tious  about  marketing 
son.  not  wishing  to  ere 
star  system  among  its 
pilots.  So  Gibson  is  ti 
Southwest's  six-week 
course  and  may  end  iq 
ing  the  scut  work  that 
cost-airline  pilots  occask 
must,  such  as  loading 
and  cleaning  out  cabin 
first,  he'll  earn  one-thi 
his  siXuAXi  astronaut's  as 
salary:  in  three  years,  hi 
will  climb  back  to  its 
level.  David  Gif 


FOOTNOTES  U.  S.  households  that  used  the  World  'Wide  Web  at  home  in  November:  1 1  million:  one  vear  ago:  4.3  million 
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Welcome  to  the  Age  of  Multimedia.  An  age  where  the  barriers  of  time  and  space  will  no  longer 
exist.  An  age  where  people  from  opposite  sides  of  the  world  will  be  able  to 
communicate  face-to-face,  just  as  if  they  lived 
next  door  to  each  other. 

At  NEC,  we've  positioned  ourselves 
to  be  the  true  leader  at  this  turning  point  in  history.  We're  the  only  high-tech 
company  that  ranks  among  the  top  five  in  all  three  key  multimedia  technologies  - 


NEC  ranks  among 
the  top  five  in 
all  three  key 
multimedia 
technologies  - 
semiconductors, 
computers  and 
communications. 


FINALLY,  A  VISION 
OF  MULTIMEDIA 
THAT  LINKS  MORE 

THAN  JUST 
WORDS,  PICTURES 
AND  SOUND. 


semiconductors,  computers  and  communica- 
tions. In  fact,  we  hold  over  29,000  patents 
worldwide  on  everything  from  3D  graphic 
processors  and  DRAM  chips  to 
LCD  flat  screen  monitors  and 
portable  satellite  phones. 

What  will  this  new  age  mean  to  you?  Just 
think,  rather  than  jumping  on  a  plane,  internation- 


al business  people  will  be  able  to  work  together 
in  real-time  on  the  same  document.  With  our  TeleDoc™  system,  medical  specialists  from  thousands  of 
miles  away  can  participate  in  interactive  consultations.  We're  even  working  on  our  vision  of  a  Global 
g\  ,  College  where  students  will  be  able  to  attend  on-line  lectures  and  visit  vast 


media  libraries. 

You  see,  at  NEC,  we  realize  by  bringing  together  entirely  different  technologies,  we  can  help  do 
the  same  with  entirely  different  cultures.  For  more  information,  call  1-800-338-  j  ust  imagine 
9549  or  reach  us  on  the  Internet  at  http://www.nec.com. 
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The  Kaufmann  Fund 

A  Small  Company  Aggressive  Growth  Fund 


#/  Performing  Fund  Since 
the  Market  Low  of  1987 


per  Mutual  Fund  Forecaster 


"Tough  Guys  Finish  FIRST" 

—  Mutual  Funds  Magazine,  April  '95 


Five-Year  Compounded 
Annual  Return 


15.2% 

S&P 

500 


23.0% 


KAUFX 
FUND 


One  year  24.3% 

Ten  year  19.8% 

Period  Ending  9/30/96 
per  Lipper  Analytical  Services 


Lawrence  Auriana  and  Hans  Utsch, 
Portfolio  Co-managers  with  over  60  years 
of  combined  Wall  Street  experience 


Morningstar  5-Star  (*****)  Rating" 

(Out  of  1,708  equity  funds  as  of  9/30/96) 
For  a  prospectus  call: 

(800)  562-92 1 0 

24  hours  per  day,  7  days  a  week 

*  Out  of  637  open-end  equity  funds,  for  the  period  of  12/4/87  -  9/30/96. 
**  Morningstar  ratings  are  subjec  t  to  change  every  month  and  are  calculated  from  the 
funds'  three-  and  five-year  average  annual  returns  with  appropriate  sales  charge 
adjustments  and  a  risk  factor  that  reflects  performance  relative  to  three-month 
Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  investment  category 
receive  five  stars. 

Total  returns  for  periods  ending  September  30,  1996  are  historical  and  include 
change  in  share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2% 
redemption  fee  and  a  12b- 1  fee  in  excess  of  0.25%.  The  S&P  is  an  unmanaged  index 
consisting  of  the  common  stock  of  500  publicly  traded  U.S.  companies.  For  more 
complete  information  including  charges,  expenses,  and  risks  on  small-cap  stocks 
please  read  the  prospectus  carefully  before  you  invest.  The  performance  cited 
represents  past  performance  which  is  not  indicative  of  future  results;  investment 
performance  fluctuates;  fund  shares  when  redeemed  may  be  worth  more  or  less 
than  original  cost.  The  prices  of  small  company  stocks  are  generally  more  volatile 
than  those  of  large  companies. 

The  Kaufmann  Fund,  Inc. 

1 40  East  45th  Street,  New  York,  NY  1 00 1 7  •  Fax  (2 1 2)  66 1  -2266 

Internet  -  http://www.kaufmann.com     Prodigy  -  Jump  Kaufmann 
AOL  -  Keyword:  Kaufmann 
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STAND  OUT  AS  A 
LEADING-EDGE 
l/T  SOLUTIONS 
P  ROVID E  R 

Creating  Corporate 
Instinct:  Building 

A  Knowledge 
Enterprise  for  the 

21st  Century 

For  many  of  today's  most  innovative 
companies,  effective  use  of  information 
technology  is  key.  Creating  Corporate  Instinct 
will  provide  Business  Week's  executive 
audience  with  advice  on  how  savvy 
management  and  new  technologies  can 
create  a  more  advanced  and  responsive 
corporate  culture.  Don't  miss  this  valuable 
opportunity  to  showcase  your  technological 
products  and  services  before  6.1  million* 
corporate  decision  makers. 


For  more  information, 
please  contact: 

Karen  Christiansen 
Project  Director 
Phone:  212-512-6893 

Issue  Date: 
Morch3,  1997 

Ad  Closing  Date: 
January  20,  1997 
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HAPPY  NEW  YEAR,  INVESTORS 


Richard  M.  Nixon  had  just  been 
reelected,  oil  was  $2  a  barrel, 
the  Dow  Jones  industrials  trad- 
ed a  little  above  1000,  and  the  as- 
sets of  the  entire  mutual-fund  indus- 
try were  just  a  bit  more  than  those 
of  the  Fidelity  Magellan  Fund  today. 
That's  when  business  week 


launched  its  first 
Investment  Out- 
look, a  double  is- 
sue analyzing 
the  investment 
environment  and 
pinpointing  the 
best  prospects 
for  the  year 
ahead. 

Who  back 
then  could  have  imagined  how  the 
investment  arena  would  look  today? 
The  stock  market  has  gone  global. 
Investors  can  put  their  money  to 
work  almost  anywhere — even  in 
Russia,  a  fanciful  idea  in  1972. 
Bonds,  once  a  sleepy,  safe  invest- 


their  horns,  business  week  cou: 
seled  the  opposite.  We  remainei 
bullish  on  stocks  for  1996,  and  t 
market  confirmed  our  call — and 
some.  This  year's  issue,  our  25th 
shows  how  the  economy  has  beer! 
transformed  by  globalization  and 
technology,  and  what  investors  h; 
mhjuuimhu  m-ruim  to  do  to  prof 
from  those 


BusinessWeek 


Dec. 


changes.  Hin 
Stocks  are  si 
very  much  ii 
the  picture. 

The  yeare 
double  issue 
only  part  of 
business 
week's  effor 
to  help  its  readers  with  their  inv 
ments.  Every  year,  business  wei 
readers  can  look  forward  to  sped 
reports  such  as  "The  Best  Mutua 
Funds"  and  "Global  Investor."  W 
have  also  provided  our  readers  v 
incisive  coverage  of  major  trends 


INVEST 


BusinessWeek™  BusinessWeek  ■  BusinessWeek 


THE  BEST 

MUTUAL 
FUNDS 


Managing  Retirement  Plans 

THE  SMART 


INVESTING  IN 

HIGHTECH 


In  Expuiri  Lotiif 


ment,  swing  wildly  in  price.  Mutual 
funds  hold  some  $3.4  trillion  of  our 
money  and  are  the  principal  invest- 
ment for  millions  of  Americans. 

But  the  biggest  change  is  the  ex- 
plosion in  the  variety  of  investment 
options  available  to  the  individual. 
Our  goal  is  to  provide  readers  with 
the  analysis  and  guidance  they  need 
to  make  the  right  investment  choic- 
es. A  year  ago,  for  instance,  while 
most  on  Wall  Street  were  telling 
stock  market  investors  to  pull  in 


They  include  Cover  Stories  such 
"Investing  in  High  Tech,"  "The 
Smart  401(k),"  and  "Stock  Option 
And  of  course,  every  week,  we  e; 
plore  the  latest  developments  aci 
the  investment  spectrum. 

Good  luck  with  your  investmer 
in  1997. 

A  Art 

Editor-In-C 
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ING  IN 
(INSEY 


ur  article  "Sexual  harassment  at 
ey?"  (News:  Analysis  &  Com- 
1  Dec.  9),  you  suggested  that 
:  Porter's  claims  of  sexual  ha- 
t  are  at  the  heart  of  the  case,  de- 
?  fact  that  the  court  has  already 
out  these  claims.  You  also  chose 
report  that  Porter  complained 
irassment  for  the  first  time  only 
iving  retained  her  third  set  of 

and  after  having  made  many 
lims  ever  a  two-year  period  in  a 

letter  before  the  Equal  Em- 
it Opportunity  Commission  and 

0  federal  courts. 

story  suggested  that  McKinsey 
uthed"  Porter  to  prospective  em- 
This  has  been  denied  under  oath 
of  the  companies  involved.  We 

1  you  with  this  testimony,  which 
se  to  ignore.  Furthermore,  your 
,ays  McKinsey  has  tried  to  keep 
;uit  "hidden  from  public  view,"  ig- 
,he  fact  that  the  allegations  and 
the  evidence  have  been  a  matter 
c  record  for  almost  three  years. 
l  describe  Porter  as  having  got- 
llar  reviews"  and  "the  ax"  even 
you  have  been  furnished  with 
iluation  history — which  clearly 
rates  these  things  are  not  true — 
n  though  you  knew  that  she  re- 
ull  compensation  and  benefits  for 
nths. 

case  is  about  McKinsey's  stan- 
)r  partnership.  Those  standards, 
itocracy,  and  our  commitment  to 
develop,  and  advance  talented 
and  men  are  important  to  us. 
trive  to  be  a  firm  where  all  indi- 
can  acliieve  their  personal  best, 
atly  value  the  thousands  of  men 
men  who  are  alumni  of  our  firm, 
want  to  see  all  of  them  succeed, 
g  Porter  and  her  husband.  This 
>t  mean,  however,  that  we  will 
mise  our  interests  or  allow  un- 
1  and  hurtful  allegations  to  go 
ered. 

Rajat  K.  Gupta 
Managing  Director 
McKinsey  &  Co. 
New  York 

former  aclministrative  partner  of 
ey  &  Co.,  I  am  writing  to  ex- 
y  disappointment  in  the  article  on 

story  implies  that  Suzanne 
i  husband  was  fired  as  an  act  of 
I  after  he  gave  a  deposition  in 
p.  You  then  quote  McKinsey  say- 
t  Mr.  Porter  was  dismissed  after 


Get  Online  and 
get  In  Touch! 

Visit  Business  Week  Online's 

Small  Business  Center  on  America  Online 

Business  Week  Online's  Small  Business  Center  is  a  place  where  small-business 
owners  and  entrepreneurs  can  find  hard-to-get  news  and  information  important 
to  their  needs.  All  the  stories  and  Special  Reports  about  small  business  that  have 
appeared  in  Business  Week  since  January,  1994,  are  available-including  the 
Enterprise  editions.  But  that's  just  the  beginning.  There's  plenty  more  to 
explore-and  to  do: 

|  specially  scheduled  online  conferences  featuring  experienced 
entrepreneurs  who  can  answer  your  questions.  Jjy]22J]2J2jjH  on  tne 
message  boards.  Exchange  ideas  with  your  colleagues  and  find  out  what  works 
for  them,  and  what  doesn't.  I  |  easily  to  World  Wide  Web  sites  for 

small  business  flagged  by  BW  as  best  bets-or  to  many  other  sites. 

I  transcripts  of  past  online  conferences  about  small  business 
and  other  relevant  subjects.  |  |  with  Business  Week  editors. 

^ tl'/^l  Use  BW  Online's  Small  Business  Center  in  the  way  that 
works  best  for  you  and  your  business. 

From  the  Business  Week  Online  main  screen,  click  the  BW  Plus!  button, 
then  select  BW  Online's  Small  Business  Center  from  the  list  of  BW  Plus!  choices. 
For  online  events  about  small  business  and  entrepreneurs,  check 
BW  Online's  Conference  Calendar  (via  the  Talk  &  Conferences  screen.) 
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A 


BusinessWeek  ONL  INE, 


A  aa  E         A        „„!„„  ini  mw  inmiinimii— inn  hii  nim , ,  \m\im  ■ 

/ rfttftPfc'  For  a  ,ree  tr'al  diskette  including  10  free  hours  on  AOL, 
—  call  1-800-641-4848  and  mention  Business  Week. 


Readers  Report 


he  secretly  recorded  conversations  with 
people.  That's  a  serious  accusation — and 
one  that  would  merit  dismissal  at  most 
companies. 

Furthermore,  your  stoiy  implies  that 
Ms.  Porter  was  penalized  because  she 
was  assigned  to  work  on  the  business 
of  clients  that  were  somehow  considered 
less  important  than  those  to  whom  her 
male  colleagues  were  assigned.  I  can 
assure  you,  based  on  my  21  years  at 
McKinsey,  that  decisions  about  employ- 
ees' promotions  are  based  solely  on  the 
quality  of  work,  client  relationships,  and 
internal  market  demands — the  degree  to 
which  other  consultants  want  to  work 
with  you.  The  client  you  work  with  is 
not  a  determining  factor  in  promotion 
decisions. 

Finally,  in  light  of  my  experience  at 
McKinsey  and  in  the  workplace  in  gen- 
eral, I  have  to  assume  that  if  Ms. 
Porter's  treatment  were  symptomatic  of 
a  widespread  culture  of  sexual  harass- 
ment and  discrimination  at  the  firm,  then 
other  women  employees  would  have 
come  forward  with  similar  complaints  af- 
ter she  filed  her  claim  in  1993.  I'm  not 
aware  that  her  complaint  spurred  any 
others. 

The  story  doesn't  allow  for  even  the 


possibility  that  McKinsey  might  not  be  at 
fault  in  this  situation. 

Ellen  Shedlarz 
New  York 

SHOULD  WE  JUST  BAG 

AIR  BAGS?  

There  is  no  way  to  make  the  auto- 
motive air  bag  anything  other  than  an  in- 
herently dangerous  fail-unsafe  explosive 
device  ("How  to  deflate  the  air-bag  cri- 
sis," News:  Analysis  &  Commentary, 
Dec.  9).  The  so-called  smart  air  bag,  to 
be  created  by  increasing  the  amount  of 
electronic  gadgetiy,  will  only  make  tilings 
worse. 

The  automotive  air  bag  is  a  device 
that  was  dreamed  up  by  self-appointed 
consumer  advocates  to  prevent  people 
who  don't  bother  to  fasten  their  seat 
belts  from  being  killed  in  a  collision.  I 
consider  it  a  crime  that  federal  law  re- 
quires the  majority  of  us — not  so  stupid 
as  to  ride  in  an  automobile  without  buck- 
ling our  seat  belts — to  be  subject  to  the 
obvious  dangers  of  a  nontestable  explo- 
sive device.  It's  an  even  greater  crime 
for  that  misconceived  law  to  have  killed 
an  ever-increasing  number  of  innocent 
children  who  were  properly  attached  to 


the  automobile  that  they  were  sit  i 
As  far  as  I  am  concerned,  tl 
solution  to  the  air-bag  crisis  is 
quire  them  to  be  removed  from  a 
mobiles — the  sooner  the  better. 

Murray 
Yorktown  Heights 

The  air-bag  crisis  is  another  e: 
of  government  regulation  gone 
Your  article  says  1,500  lives  hav 
saved  since  1980.  Does  any  report 
stop  and  ask  how  such  a  figure  c< 
obtained? 

When  children  are  killed  by  a 
constructed  bunk  bed,  the  govei 
orders  it  removed  from  the  mark 
more  than  50  people  can  be  kille 
government-mandated  air-bag,  a 
solution  from  the  regulators  is:  A 
in  the  backseat,  and  put  a  warnin 
on  the  dashboard. 

Personally,  I  have  not  bought 
car  since  1990,  because  the  idea  o1 
vas  bag  going  off  in  my  face  has 
been  appealing. 

Steve 
Stocktor 

Bill  Vlasic's  solutions  to  the 
problem  are  right  out  of  Alice  it 
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derland:  Let  the  auto  makers  cut  back 
on  the  explosive  power  of  air  bags.  En- 
courage drivers  to  use  seat  belts,  and 
make  sure  the  kiddies  are  in  the  back 
seat  where  they  belong.  And  equip  all 
vehicles  with  brightly  colored  warning 
signs. 

What  about  those  shorter  folks  who 
are  now  chiving  vehicles  with  potentially 
dangerous  bags  that  could  prove  fatal 
even  in  a  very  low-speed  collision?  Don't 
give  them  the  option  of  disconnecting 
the  air  bags,  says  Vlasic:  That  would  be 
only  a  last  resort  after  "more  study"  is 
given  to  the  problem.  In  other  words, 
"let  them  eat  cake."  In  fact,  Vlasic  pro- 
vides no  real  solution  at  all  for  the  mil- 
lions of  vehicles  currently  equipped  with 
these  powerful  bags. 

The  story  that  appears  in  business 
week  on  the  page  following  Vlasic's  con- 
cerns David  A.  Kessler's  retirement  as 
head  of  the  Food  &  Ding  Administration 
("Kessler  is  leaving,  his  crusades  aren't," 
News:  Analysis  &  Commentary,  Dec.  9). 
Now,  if  the  fda  had  responsibility  for 
the  matter  of  ah-  bags,  then  the  approach 
would  be  very  different:  Let  one  person 
get  killed  or  maimed,  and  air  bags  would 
be  all  whipped  off  the  market  and  dis- 
connected. 


Obviously,  temporary  solutions  are 
available  concerning  existing  air  bags. 
But  don't  count  on  bureaucrats  in  the 
Federal  Highway  Safety  Administration 
or  on  Mr.  Vlasic. 

Richard  T.  Swanson 
Kettering,  Ohio 

Your  article  on  ah1  bags  arrived  at  a 
conclusion  that  only  the  auto  industry 
could  love — forbid  consumers  to  discon- 
nect air  bags  that  could  kill  them.  The 
raw  numbers  support  this  conclusion  only 
if  you  don't  happen  to  be  one  of  the 
numbers. 

Yes,  air  bags  kill  very  few  people — 
compared  with  the  number  of  lives  they 
save.  But  that's  no  comfort  when  I  think 
of  my  3-year-old  daughter.  Or  when  I 
think  of  my  five-foot-tall  wife,  who  must 
sit  very  close  to  the  ah-  bag  stored  in  her 
Camry's  steering  wheel. 

The  long-range  answer  is  to  provide 
air  bags  in  new  cars.  In  the  real  world, 
the  immediate  answer  is  to  allow  the  in- 
stallation of  an  on-off  switch.  Then  the 
driver-,  whether  it  is  my  wife  or  me,  can 
decide  whether  the  risk  outweighs  the 
benefit. 

James  Sokolowski 
Nashville 


WHY  COMBO  CHIPS 
ARE  THE  WAY  TO  GO 


In  "The  Silicon  Age?  It's  just  am 
ing"  (Science  &  Technology,  De« 
hybrid  microprocessor-memory  m 
are  cited  as  an  example  of  how  m 
chips  are  getting  too  big  or  compk-Hr, 
well  as  being  a  way  for  chipmakeS 
diversify.  However,  the  article  fail 
mention  the  most  important  reasofc 
placing  the  main  memory  on  the  B 
chip  as  the  processor:  speed. 

As  your  magazine's  story  rifl 
points  out,  the  processing  pow« 
these  chips  will  continue  to  riseB 
phenomenal  rate  for  a  good  rl 
years.  The  speed  at  which  a  mi 
processor  chip  can  access  data  anl 
structions  to  do  any  work  is  rest™ 
by  the  speed  of  memory  access.  I 

Even  the  fastest  type  of  memor* 
pam)  will  be  hard-pressed  to  keej 
thus  creating  a  bottleneck.  New  I 
tions  are  required  in  which  the  disft 
between  the  microprocessor  and  1 
memory  is  reduced  and  where  the  if 
ory  can  be  controlled  directly  b 
chip. 

Chubs  I.  Y 
New 


Global  Education  for  Global  Business. 

THUNDERBBRD:  Key  to  the  World. 
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Thunderbird  is  recognized  as  #1  in 
international  management  education. 

The  reasons  are  simple.  A  world-class 
faculty  and  a  world-class  curriculum. 


Thunderbird  graduates  know  no 
boundaries  and  use  these  passports 
for  success: 


Michael  I  Dillon,  Class  oj  1978, 
is  Executive  Vive  President  of 
Ker  Bank,  South  Henil,  Indiana  and 
President,  I hnnilerhiril Mnmni  Assoviatnm 


"Given  their  interest  and  education 
in  global  issues,  Thunderbird 
graduates  are  naturally  curious. 
As  such,  they  typically  exhibit  two 
skills  that  are  of  critical  importance 
as  we  approach  the  new  millennium: 
an  ability  to  demonstrate  versatility 
in  a  dynamic  environment  and  the 
willingness  to  hilly  embrace 
diversity." 


Thunderbird  has  gone  beyond 
traditional  course  work  into  the 
realm  of  multicultural  training, 
&  focus  on  emerging  markets 
and  international  corporate 
strategy  in  preparing  graduates 
for  global  challenges. 
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The  Master  of  International 
Management  degree  requires 
courses  in  international  managemer 
international  business  environmen 
and  any  of  ten  foreign  languages 

•  The  Executive  Master  of 
International  Management 

degree  is  a  two-year  program  for 
working  professionals. 


Ranked  #1  in  International  Business  by 
U.S.  News  and  World  Report. 

Ranked  in  the  top  25  Business  Schools 
by  Business  Week. 


The  Post  MBA  degree:  a  continuation 
at  the  Master's  level,  of  courses  focusin 
on  the  global  market. 

AACSB  ACCREDITED 
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THUNDERBIRD 

The  American  Graduate  School  of 
International  Management 


Office  of  Admissions  •  15249  North  50th  Avenue  •  (ilendale,  Arizona  85306-6(103  •  Tel.  U.S.  1-800-457-6940  •  Fax  602-439-5432  •  Tel.  Int  l.  602-978-7100  http://www.t-bird.ei  i( 


You're  going  to  hear  a  lot  about  competition  between  wireless  technologies.  The  battle  will  be 
sing,  but  the  winner  will  be  clear.  Only  CDMA  technology  (Code  Division  Multiple  Access)  will  truly 
e  how  you  communicate  by  providing  a  new  generation  of  digital  wireless  services,  from  cellular 
5.  The  spoils  of  victory:  clearer  calls,  no  static,  less  background  noise,  fewer  dropped  calls  and 
>ning.  We  don't  just  offer  CDMA--we  developed  the  technology  and  the  phones.  Now  you  can 
)th  at  your  local  wireless  provider.  It's  your  call.  Technology  for  ^^UALCO/VW\ 


CDMA  DIGITAL 


ture.  Or  technology  for  musty  archives.  For  details,  contact  us  at 

'www.qualcomm.com/cdma/  or  1  -800-349-41 88.  i —  -  

n  \^  I  where  digital  comes  from. 

WE  PROUDLY  SUPPORT  6  CDMA  LAUNCHES  IN  THESE  MARKETS: 

,  Chicago,  Dallas,  Hampton,  Honolulu,  Houston,  Jacksonville,  Miami,  Milwaukee,  New  Orleans,  Richmond,  San  Antonio,  and  Tampa. 


America's  #1 
Money  Fund 

BASED       ON       YIELD       AS       OF  11-26-96 


For  the  7  days  ended  11-26-96,  the  Strong  Heritage 
Money  Fund  ranked  #1  for  yield  among  the  223 
Genera]  Purpose  money  funds  tracked  by  the  IBC's 
Money  Fund  Report™  a  service  of  IBC  Financial  Data,  Inc. 
To  keep  shareholder  costs  low,  a  $25,000  minimum  ini- 
tial investment  is  required.  Call  for  the  Fund's  most 
recent  yield  and  free  prospectus  kit. 

An  investment  in  this  Fund  is  neither  insured  nor  guaranteed  by  the  U.S. 
government,  and  there  ean  be  no  assurance  the  Fund  will  be  able  to  main- 
lam  a  stable  SI. 00  sliare  price. 


7-Day  Yields* 

(Annualized  as  of  11  -2&96)  § 


■  100%  No-Load     *  Call  24  hours  a  day 

*Performance  and  rankings  are  historical  and  do  not  represent  future  results 
The  adinsor  is  currently  waiving  management  fees  of.45"o  and  absorbii 
current  and  effective  yields  woidd  have  been  4.99° '»  and  5.12%,  respectively.  For 
management  tees  and  expenses,  call  Strong  Funds  FJistributois,  Inc  for  a  free 
before  you  invest  or  send  money  4192K96P 


5.55% 

Current  Yield 

5.70% 

Effective  Yield 

Yields  vary 

g  expenses  of  .11°  a  Otherwise,  the 
more  complete  information,  including 
prospectus  kit.  Please  read  it  care  fully 


STRONG 


Vj  Strong  Funds 
1-800-368-9720 


http://www.strong-funds.com 


Money  Making 
Discovery  for 
Sales  Executives! 

Imagine  finding  a  hidden  universe 
with  thousands  of  emerging  private 
companies  —  where  27%  expanded 
employment  by  an  average  of  24%  from 
a  year  ago!  These  companies  created 
more  than  new  jobs  -  they  created  a 
demand  for  almost  every  kind  of 
business  product  and  service 
everything  from  office  equipment  to 
disability  insurance  to  real  estate. 
A  little  known  sales  tool  that  tracks  these 
companies  is  making  money  for  sales 
executives  who  use  it.  Called  the 
CorpTech  Directory,  it  gives  you  the 
name,  geographic  location,  and  growth 
rate  for  45,000  companies,  plus  names, 
titles  and  responsibilities  of  their 
150,000  key  executives. 
"If  direct  marketing  is  part  of  the  mix 
and  technology  companies  are  prospects. 
I  can't  imagine  a  better  tool  than 
CorpTech.  It  is  quality  information  that 
pinpoints  the  industry,  products  and 
people  I  need  to  reach."  Scott  Trudo, 
Case  View  Software. 

Need  some  help  identifying  your  high- 
tech prospects?  Order  your  1996 
CorpTech  Directory  today  --  now  also 
available  on  CD-ROM.  For  FREE 
information  package,  call  1-800-333- 
8036. 


The  Medicine  Label.., 
Your  Road  Map  to 
Good  Health 


lust  as  you  wouldn't  drive  acror s  the  country 
without  consulting  a  road  map,  you  should  never 
take  medicine  without  first  reading 
the  label — your  road  map  to  good  health. 

A  message  from  the  Council  on  Family  Health 
For  the  Council's  free  brochure  on  reading  the 
medicine  label,  send  a  self-addressed,  stamped 
envelope  to:  Council  on  Family  Health, 
225  Park  Avenue  South,  Suite  1700, 
New  York,  NY  10003 
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SOME  RESPECT  FOR 
THE  PRESIDENT,  PLEASE 

I  am  surprised  that  businesm 
has  joined  so  many  other  voicesj 
media  that  use  inappropriate  lal 
to  bash  the  President.  Can't  you  e| 
guidelines  that  would  show  some 
for  the  position  of  President  of  th| 
ed  States  of  America? 

I  am  concerned  when  a  publ 
that  I  have  read  and  respecter! 
long  time  seems  to  have  lost  the  I 
protocol  in  addressing  the  PreJ 
peifonnance.  Even  if  your  article  I 
road  warrior  to  Elmer  Fudd"  I 
Analysis  &  Commentary,  Dec.  21 
curate,  it  could  have  been  stJ 
more  acceptable  and  consti-uetrl 
guage.  I  think  words  such  as  I 
ness,  butterfingers,  clumsiness,! 
bugaboo,  bungling,  and  gaffe-pro] 
inappropriate  trash.  You  ought  tl 
up  your  own  act. 

John  W.  Si 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  the  Business 
Daily  Briefing,  and  six  years  of  BW  archive| 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW 
To  sign  up  for  BW  on  AOf,  call  (800)  641-« 
and  mention  Business  Week. 
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Shopping  for  computer  equipment?  Visit  Mavl 
online  Computer  Buying  Guide,  for  continulj 
updated  ratings  and  price  information 
Go  to  Keyword:  Maven  on  America  Onlin| 
or  to  the  World  Wide  Web  at: 
www.maven.businsssweek.ct 
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electronic  and  print  editions. 
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For  individual  subscriptions,  corporate  subscrip 
renewals,  changes  or  problems,  and  single  copi 
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How  Much  Could  You  Do 
With  A  Little  More  Memory? 


A  New  Study  Says  Up  To  63%  More. 


gH*  A  recent  study  conducted  by  Zitt-Davis  for  Samsung 
Semiconductor,  Inc.*  confirms  the  link  between 
productivity  and  memory.  Remarkably, 
udy  revealed  that  by  adding  more 
>ry,  you  can  improve  your  PC's 
mance  by  up  to  63%.  It  also  found 
lore  memory  gives  you  the  power  needed 
1  the  newest  operating  systems,  such  a.^  Windows  NT'  and 
3ws*  95.  Plus,  you  can  nin  multiple  applications  simultaneously 
.it  long  delays.  So  why  Kingston"  memory?  In  a  word,  reliability. 


We  test  every  cell  on  every  chip  on  every  module.  On  a  16  megabyte 
module,  that's  128  million  cells.  At  Kingston,  our  memory  is 
customized  to  the  requirements  of  the  system  or 
class  of  systems  in  which  it  will  be  used. 
So  you  will  always  get  the  right  memory 
(guaranteed  100%  compatible)  the  first 
time  you  order.  On  top  of  that,  we  can  ship 
most  orders  within  24  hours.  To  receive  a  brochure  about 
the  study  or  to  find  out  more  about 
Kingston,  call  us  at  (800)  259-9340. 


.eive  a  nrocnure  anour 

KiiMiston 
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nore  information,  call  u  s  ,n   (  8  0  0  )  2  5  9  -  9  J  4  0  Visit  our  W'c  h  site  http:llwww.kingston.com/bw.hi 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM  

A  MULTIMEDIA 
POWER  SURGE 


In  '97,  brawnier  chips 
will  put  your  PC  in 
the  running  as  an 
entertainment  center 

This  is  the  time  when 
we  trend-spotters  are 
supposed  to  peer  into 
our  crystal  balls  and  predict 
the  big  news  of  the  year 
to  come.  Fortunately,  the 
computer  industry  makes  my 
job  easy  by  announcing  prod- 
ucts months  before  they  are 
available  for  sale.  And  the 
hot  trend  for  1997  will 
be  multimedia  performance 
good  enough  to  turn  PCs  into 
serious  home-entertainment 
appliances. 

We've  been  hearing  about 
the  wonders  of  multimedia 
since  computers  started  com- 
ing equipped  with  CD-ROM 
drives  and  sound  cards  sev- 
eral years  ago.  But  jerky  lit- 
tle movies,  mediocre  anima- 
tion, and  tinny  sound  kept 
computers  from  being  a  real 
threat  to  television,  or  even 
game  machines.  Computers 
have  been  getting  better, 
though,  and  they  are  about 
to  take  a  big  leap,  mostly  be- 
cause of  two  technologies 
that  will  debut  early  next 
year:  dvd,  which,  depending 
on  whom  you  ask,  stands  for 
either  digital  video  disk  or 
digital  versatile  disk,  and 
mmx,  which  stands  for  noth- 
ing at  all. 

dvd  is  a  new  type  of  CD- 
ROM  that  can  hold  up  to  15 
times  as  much  data  as  cur- 
rent disks.  Early  attention 
has  focused  on  dvd's  poten- 
tial as  a  high-quality  medi- 
um for  movies.  In  fact,  ship- 
ment of  the  devices  had  been 
held  up  for  months  by  a  dis- 
pute between  the  movie  and 


computer  industries  over 
how  to  make  the  disks  copy- 
proof.  But  dvd  offers  a  lot 
more.  It  can  display  video  in 
multiple  formats  to  work 
with  your  computer  display, 
your  television,  and  your 
wide-screen  high-definition  TV 
of  the  future.  It  also  handles 
both  conventional  stereo  and 
theater-style  five-channel  sur- 
round sound.  And  it  could  be 
the  key  to  a  world  of  new 
products,  starting  with  super- 
realistic  interactive  games 
based  on  live-action  video, 
not  animation. 

Quality  video  at 
least  as  good 
as  what  you 
see  on  to- 
day's televi- 
sion screens 
requires  not 
only  a  medium 
such  as  dvd  but 
also  a  tremendous 
amount  of  computer  pow- 
er. That  power  should  surge 
in  1997,  when  Intel  Corp. 
ships  mmx  versions  of 
its  Pentium  and 
Pentium  Pro  chips. 
While  mmx  proces- 
sors don't  have  a 
clock  speed,  or  heartbeat, 
that  is  any  faster  than  exist- 
ing chips,  they  are  optimized 
to  do  certain  kinds  of  calcula- 
tions very,  very  quickly.  What 
you  will  see  and  hear  is  im- 
proved video  and  sound  per- 
formance. Rival  AMD  (Ad- 
vanced Micro  Devices)  plans 
to  ship  processors  early  next 
year  that  it  says  will  match 
or  beat  mmx.  Machines  using 
the  new  chips  are  worth 
waiting  for,  especially  for  any- 
one who  plays  arcade-style 
games  or  does  a  lot  of  work 
with  photos  or  other  images. 

The  ease  with  which  to- 


day's fast  computers  can  ma- 
nipulate images  already  has 
helped  launch  a  miniboom 
in  digital  photography.  Next 
year,  this  trend  should 
grow — and  spread  to  video. 
Today,  lots  of  families  own 
camcorders,  but  editing  their 
tapes  has  required  expensive 
equipment  and  a  lot  of  skill. 

The  process  is  becoming 
much  easier,  and  costs  are 
dropping  fast.  Apple  Com- 
puter already  sells  a  $2,700 
Mac  Performa  complete  with 
video-editing  hardware  and 
software.  Low-cost  products 
set  for  early  next  year  in- 
clude a  $300  hardware-soft- 
ware combo  from  Pinnacle 
Systems  that  lets  you  take 
raw  video  from  your  cam- 
corder and  record  an  edited 
and  titled  tape  on  a  vcr. 
VideoWave  from  mgi 


(BW— Dec.  16).  And  as] 
year  goes  on,  cable  sysl 
will  begin  to  move  beyorif 
lot  testing  of  multimejj 
modems,  and  telephone 
panies  will  start  to  offer 
ital  Subscriber  Line  se: 
at  two  megabits  per  se 
or  faster.  Neither  technc 
will  become  widespreac 
fore  1998.  In  the  mean^ 
the  folks  who  produce  n 
media  content  for  the 
are  getting  much  clev 
about  cutting  transmi: 
times.  This  effort  wall  1 
produce  the  biggest  gaii 
performance. 

One  thing  new  multin 
capabilities  decidedly  wil 
do  is  make  your  comp 
easier  to  use.  But 
hardware 


Software  is  an  easy-to-use 
editor  for  preparing  short 
videos  for  presentations, 
E-mail,  or  transmission  over 
the  World  Wide  Web. 

One  area  where  video  has 
a  long  way  to  go  is  on  the 
World  Wide  Web:  Even  gee- 
whiz  computers  can't  over- 
come the  Web's  slow  connec- 
tions. Next  year  will  bring 
some  modest  improvements. 
Modems  that  will  double  the 
top  speed  of  connections  over 
ordinary  phone  lines  should 
reach    stores    in  January 


software  ma 
are  finally  learning  th 
they  want  to  get  corr 
ers  into  more  homes, 
devices  will  have  to  get 
pier  and  cheaper.  A  wid  '[ 
ray  of  machines  will  fea 
convenience  features, 
as  phone-ans 
■px       ing  mach 
^       and  lajB 
style  s» 
''^SjL£*^  f u  n  c  t  i (I 
which  let  I" 
chines  simply  power  at 
when  not  in  use  so  you  v 
have  to  reboot  when  yop 
back  to  them.  Watch  fori 
that  will  make  it  easy  to  H 
in  accessories  and  for  n:l 
brand,  full-featured  sysw 
costing  less  than  $1,000.  i 
As  the  year  comes  tT 
end,  I'd  like  to  thank) 
readers  of  Technology  & ! 
especially  the  many  of  j 
who  have  taken  the  tir 
write  to  me.  A  happy] 
healthy  1997  to  you,  and  ■ 
the  E-mail  coming. 


1 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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welcome  to  PQrk  Avenue. 
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Economic  Viewpoint 


BY  ROBERT  KUTTNER 


HOW  CLINTON'S  TRADE  POLICY 
HAMSTRINGS  AMERICA 


NAIVE: 

Washington 
must  now 
abide  by  WTO 
rules,  which 
don't  outlaw 
protectionist 
practices  but 
do  prohibit 
the  U.S.  from 
defending  itself 


Robert  Kuttner  is  co-editor  ot  The 
American  Prospect  and  author  of  The 
End  of  Laissez-Faire 


Administration  officials  have  trumpet- 
ed the  recent  ministerial  agreement 
negotiated  at  the  World  Trade  Orga- 
nization meeting  in  Singapore  to  cut  tariffs  on 
information-technology  products.  But  the  Sin- 
gapore deal  actually  suggests  the  weakness 
both  of  U.  S.  diplomatic  priorities  for  trade 
and  of  the  WTO  as  an  institution.  The  next 
round  of  Administration  trade  initiatives  will 
be  vulnerable,  both  as  politics  and  as  policy. 

For  two  decades,  cutting  tariffs  has  been 
the  easy  part  of  liberalization.  Most  of  the 
obstacles  to  American  exports,  of  course,  are 
nontariff  barriers.  Mercantilist  nations  such  as 
China,  Japan,  and  Korea  can  accept  lower 
taiiffs,  knowing  that  the  more  subtle  barriers 
to  market  access  are  untouched. 

A  related  problem,  paradoxically,  is  the  wro 
itself.  Most  of  the  real  progress  in  recent 
years  on  market  access  has  been  made  via 
aggressive  bilateralism — conditioning  access 
to  the  huge  U.  S.  consumer  market  on  genuine 
market-opening  by  trading  partners.  But  the 
agreement  creating  the  WTO,  as  well  as  the 
norms  and  procedures  of  multilateralism,  make 
it  more  difficult  for  the  U.  S.  to  apply  unilat- 
eral pressures.  Instead  of  using  America's  im- 
mense global  economic  weight  to  bargain  hard 
for  reciprocal  access,  the  U.  S.  is  now  sup- 
posed to  politely  take  complaints  to  the  WTO, 
whose  "due  process"  is  a  horrific  blend  of  bu- 
reaucratic ambiguity  and  plain  politics.  As 
Asia  scholar  Chalmers  Johnson  observes,  the 
wto  does  not  outlaw  the  main  protectionist 
practices  of  East  Asian  semi-capitalist  nations, 
but  it  does  prohibit  the  U.  S.  from  defending 
itself  against  those  practices  through  bilateral 
bargaining  over  market  access. 
BURNED  ONCE.  Unlike  tariff  reduction,  which 
is  relatively  easy  diplomatically  and  uncon- 
troversial  domestically,  the  next  set  of  trade 
issues  are  far  thornier.  First,  there's  the  pro- 
posed expansion  of  the  North  American  Free 
Trade  Agreement.  Most  Democrats  in  Con- 
gress, as  well  as  Republican  economic  na- 
tionalists, felt  seriously  burned  by  NAFTA.  Of- 
ficial predictions  turned  out  to  be  far  too  rosy. 
House  Democratic  leader  Richard  A. 
Gephardt  will  oppose  nafta  expansion  un- 
less it  is  coupled  with  enforceable  labor  rights 
far  tougher  than  nafta's  token  provisions. 

Second,  the  Wlute  House  faces  double  trou- 
ble in  Congress  over  new  negotiating  author- 
ity as  well  as  the  substance  of  a  nafta  ex- 
pansion. Chile,  the  first  candidate  for  NAFTA 


inclusion,  is  prepared  to  offer  much  st: 
labor  provisions  than  Mexico.  But  tr 
ministration  has  infuriated  its  labor  al 
refusing  to  tie  trade  expansion  to  labor 

At  Singapore,  acting  U.  S.  Trade 
sentative  Chaiiene  Barshefsky  made  a 
sounding  speech  on  the  importance  of 
basic  labor  standards,  such  as  the  ri 
organize  unions  and  a  ban  on  child  la 
the  wto  regime.  But  word  was  leak 
mediately  that  this  was  not  a  serious  U 
gotiating  priority.  Barshefsky  might  i 
have  said:  "Treat  this  as  merely  a  bo 
need  to  throw  the  afl-cio." 
BLIND  EYE.  Finally,  there  is  the  dilen 
China — and  the  larger  questions  of  tra 
orities  that  China  reflects.  Although 
has  replaced  Japan  as  the  world's  li 
mercantilist  nation  and  is  currently  n 
the  largest  bilateral  trade  deficit  wi 
U.  S.,  the  Clinton  Administration  is  com 
to  mostly  unilateral  liberalization  of 
with  Beijing.  The  White  House  succe 
promoted  extension  of  most-favored 
status  for  China  despite  China's  huma 
labor-rights  violations,  failure  to  deli 
prior  market-opening  agreements,  an 
tinued  theft  of  intellectual  property.  Th 
ton  Administration  will  pursue  essentia 
same  soft-line  strategy  when  it  pres 
China's  membership  in  the  WTO. 

The  Administration  retains  an  oddly 
istic  conception  of  free  trade.  It  fails 
knowledge  the  world's  different  bra 
capitalism  and  negotiate  accordingly  fc 
procal  market  access.  The  Administrat: 
lieves,  wishfully,  that  by  promoting  the 
of  liberal  trade  and  setting  a  good  ex 
the  U.  S.  will  encourage  other  nations 
come  more  like  it.  But  even  the  ] 
progress  the  U.  S.  has  achieved  in  o 
Japanese  markets  was  not  won  by  pu 
the  Golden  Rule  but  by  tough,  bilate: 
gotiation  now  prohibited  by  the  wro. 

American  businesses  interested  in  e 
ing  exports  want  a  harder  line  on  rr 
opening,  but  they  are  drowned  out  b} 
ness  lobbies  more  interested  in  exp 
capital  and  importing  products.  At  the 
time,  organized  labor's  pressure  for  g 
global  worker  rights  and  a  strategy 
porting  products  rather  than  capital  ar 
is  no  match  for  organized  business.  S( 
trade  policy  will  continue  to  be  bot 
tentious  and  naive. 
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A  Retirement  Company  For 
Those  Who  Feel  That  The  First  65 
Years  Are  Only  A  Warm-Up. 
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There  are  people  we  know  in  this  world  who  will  never  be  old.  Not  at  65.  not  at  85.  not  at  100.  People 
who  see  retirement  not  as  the  culmination  of  a  lifetime  of  work,  but  as  the  beginning  oi  a  lifetime  of 
learning  Italian,  writing  a  book,  opening  a  bed  and  breakfast  — who  knows?  A  view  that,  incidentally, 
coincides  rather  nicely  with  ours.  And  whether  it's  annuities,  401(k)s,  IRAs,  mutual  funds  or 
life  insurance  for  your  family,  we've  packaged  a  unique  set  of  tools  to  help  you  take  your  life  to 
the  next  new  and  exciting  level.  Which  is  appropriate.  Especially  since  you've  got  experience 
working  for  you.  For  a  free  brochure,  call  1-800 -AETNA-60  or  visit  us  at  http://www.aetna.com. 


Build  for  Retirement.  Manage  for  Life!" 


lASTE  THE  WARMTH 

OF  FINE  COGNAC 
BLENDED  WITH  THE 
SMOOTH  PLEASURE  OF 


A  LEGENDARY  LIQUEUR. 


£onomic  Trends 


ENE  KORETZ 


GDP  STRONGER 
AN  IT  LOOKS? 

licting  signals  persist 

sre's  reason  to  believe  that  the 
.  S.  economy  been  growing  signif- 
y  faster  recently  than  reported, 
-  has  nothing  to  do  with  the  wide- 
d  view  that  inflation  is  overstated. 
'V,  says  economist  Robert  E.  Mell- 
)f  Morgan  Guaranty  Trust  Co.  in 
York,  the  likelihood  is  suggested 
3y  an  apparent  incongruity  in  the 

AN  INTRIGUING  GAP  IN 
U.S.  GROWTH  ESTIMATES 


FOUR-QUARTER 
INCREASE  IN  REAL 
GROSS  DOMESTIC 
PRODUCT 


BASED  ON  EXPENDITURES- 
OFFICIAL  GDP  ESTIMATE 


'95 


'96 


'94 
RCENT 

IATA;  COMMERCE  DEPT.,  MORGAN  GUARANTY  TRUST  CO. 

nment's  estimates  of  national  out- 
nd  by  the  strong  showing  implicit 
er  data. 

i  incongruity,  which  was  noted  by 
'ess  week  several  months  ago 
5ept  2),  has  widened  considerably 
then.  It  involves  the  two  ways 
Dvernment  uses  to  measure  gross 
5tic  product:  (1)  counting  expendi- 
for  final  product  as  reflected  in 
nal  consumption,  investment  out- 
and  government  purchases;  and 
ding  up  income  flows,  such  as  la- 
jmpensation,  profits,  and  rents, 
the  national  accounts,  which  are 
illy  a  double-entry  bookkeeping 
m,  these  two  measures  are  theo- 
lly  equivalent.  Because  the  expen- 
3-based  measure  is  regarded  as 
ally  more  reliable,  however,  it  is 
as  the  official  GDP  yardstick,  and 
ifference  between  it  and  the  in- 
based  measure  is  reported  as  a 
stical  discrepancy." 
lat's  intriguing  is  that  this  usually 
discrepancy  has  widened  signifi- 
'  since  early  1995.  Adjusted  for  in- 
l,  the  income-based  measure  sug- 
that  <;dp  grew  3.4%  over  the  four 
?rs  ending  last  quarter  rather  than 
2%  rise  officially  reported.  Indeed, 
cture  of  growth  since  mid-1995 


looks  nearly  as  strong  as  in  1994  (chart). 

This  picture  is  particularly  compelling, 
says  Mellman,  because  "it  jibes  with  a 
lot  of  other  evidence  that  the  economy 
has  done  far  better  over  the  past  year 
than  the  official  numbers  indicate."  The 
drop  in  joblessness,  the  increase  in  pay- 
rolls, the  surge  in  tax  receipts,  and  the 
combined  rise  in  industrial  output  and 
construction  activity  all  point  to  rela- 
tively robust  growth. 

If  real  gdp  has,  in  fact,  been  advan- 
cing at  a  3.4%  pace,  notes  Mellman,  then 
nonfarm  productivity  growth  has  actu- 
ally been  strong  rather  than  weak,  and 
unit  labor  costs  have  risen  only  1.1% 
rather  than  3.5%  over  the  past  year. 
Thus,  the  inflationary  pressures  that  ap- 
peared to  surface  in  recent  quarters 
may  have  been  illusory. 

The  catch,  however,  is  that  this  be- 
nign picture  can't  last  forever.  Stronger 
growth  in  1996,  observes  Mellman,  "im- 
plies greater  inflation  risks  in  1997." 


LESS  LOFTY 
RENTS  IN  ASIA 

Industrial  space  cools  down  a  bit 

The  global  market  for  factory  space 
is  nothing  if  not  volatile.  Back  in 
fall,  1995,  rental  rates  for  midsize  in- 
dustrial space  (40,000  sq.  ft.  to  60,000  sq. 
ft.)  in  the  hottest  Asian  markets  were 
$18  per  sq.  ft.  to  $37  per  sq.  ft.  Now,  in 
the  wake  of  buoyant  construction,  a 
slowdown  in  Asian  industrial  growth, 
and  dollar  appreciation,  the  top  range  is 
closer  to  $10  to  $20,  reports  property 
consultant  Colliers  International. 

Other  interesting  developments: 
Moscow  has  joined  such  cities  as  Hong- 
Kong,  Seoul,  and  New  Delhi  in  the  ranks 
of  the  priciest  industrial  markets  (chart). 
In  the  U.  S.,  rents  ■mmmmmm^hb 


range  from  just 
$2.25  per  sq.  ft.  in 
Kansas  City  to 
$6.96  per  sq.  ft.  in 
Silicon  Valley, 
while  in  Europe 
they  range  from 
$4.64  in  Madrid  to 
$8.53  in  London. 
And  the  highest 
industrial  vacancy 
rates  are  25%  in 
Madrid  and  Mexi- 
co City,  followed 
by  15%  to  16%  in 
Boston,  Amster- 
dam, Pittsburgh, 
and  Baltimore. 


WHERE  FACTORY 
SPACE  IS  PRICEY 

ANNUAL  RENT* 

MOSCOW 


KUALA  LUMPUR 
SILICON  VALLEY 
DUBLIN 

0        6       12  18 
►  DOLLARS  PER  SQ  FT. 
•FALL  1996. 40.000-60,000  SQ.FT. 
SUITABLE  FOR  WAREHOUSING  OR 
LIGHT  MANUFACTURING 
DATA:  COLLIERS  INTERNATIONAL 


DOES  FUND 
ACTIVISM  PAY  OFF? 

One  study  finds  scant  evidence 

In  theory,  the  growing  activism  of  in- 
stitutional investors — especially  pen- 
sion funds — should  be  a  major  force  in 
improving  corporate  performance.  That, 
at  least,  was  the  expectation  of  Cather- 
ine Daily  of  Purdue  University  and  sev- 
eral other  researchers  before  they 
looked  at  the  issue  recently. 

The  group  weighed  the  performance 
of  200  major,  publicly  held  corporations 
from  1990  through  *  1993.  During  that 
period,  shares  in  the  companies  were 
held  by  some  975  institutional  investors, 
including  36  public-sector  pension  funds 
and  13  "activist"  institutions  with  a 
record  of  sponsoring  shareholder  pro- 
posals or  proxy  fights. 

As  measures  of  institutional  activity, 
the  study  used  the  proportions  of  a  com- 
pany's stock  held  by  all  institutions,  only 
public  pension  funds,  and  "activist"  in- 
stitutions alone.  Corporate  performance 
was  gauged  by  return  on  equity,  return 
on  investment,  and  market  performance. 

To  their  surprise,  the  researchers 
found  that  none  of  their  three  indicators 
of  activism  had  an  "appreciable  effect" 
on  any  of  their  measures  of  corporate 
performance.  "Even  the  most  activist 
of  institutions,"  they  write,  "appear  un- 
able to  achieve  gains  in  the  aggregate." 


SMALL  RUSINESS 
GETS  FIDGETY 

Owners  see  slow  growth  ahead 

America's  bellwether  small-business 
community  is  losing  some  of  its  ex- 
uberance. The  National  Federation  of 
Independent  Business  reports  that  its 
small-business  optimism  index  fell  more 
than  two  points  in  November,  to  99.2, 
its  lowest  reading  of  the  year. 

Looking  down  the  road,  almost  twice 
as  many  small-business  owners  (21%) 
see  a  weakening  economy  ahead  as  see 
a  strengthening  one  (11%).  Although 
sales  gains  were  respectable  last  month, 
profits  weakened  a  bit,  and  a  rising 
number  of  respondents  felt  that  their 
inventories  were  too  high. 

On  the  positive  side,  both  hiring  plans 
and  capital-spending  plans  remained 
strong,  and  employment  gains  remained 
solid.  And  though  wage  hikes  ran  at  a 
high  level,  reports  of  both  actual  and 
planned  price  increases  fell. 
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HARDCOVER  BUSINESS  BOOKS 


1  DOGBERT'S  TOP  SECRET  MANAGEMENT  HANDBOOK  by 

Scott  Adams  (HarperBusiness  •  $16)  Biting  observations 
from  a  top  dog. 

2  THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusiness 
•  $20)  The  revenge  of  the  cubicle  dwellers. 

3  AGAINST  THE  GODS  by  Peter  L.  Bernstein  (Wiley  •  $27.95) 
Risk  management  in  the  making  of  the  modern  world. 

4  ONLY  THE  PARANOID  SURVIVE  by  Andrew  S.  Grove 
(Currency  •  $27.50)  Intel's  ceo  describes  how  to  turn  crises 
into  moments  of  opportunity. 

5  NUTS!  by  Kevin  Freiberg  and  Jackie  Freiberg  (Bard  Press  • 
$24.95)  Southwest  Airlines'  personality  and  flight  plan  for 
success. 

6  WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook 
(Lighthouse  Publishing  •  $24.95)  Formulas  to  help  you 
strike  it  rich. 

7  FORBES  GREATEST  BUSINESS  STORIES  OF  ALL  TIME  by 

Daniel  Gross  and  the  editors  of  Forbes  magazine  (Wiley  • 
$24.95)  From  McCormick's  reaper  to  Sam  Walton's  store. 

8  THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Simon  &  Schuster  •  $24)  An  online  investment  duo 
puts  it  on  paper. 

9  LEADING  CHANGE  by  John  P.  Kotter  (Harvard  Business 
School  •  $24.95)  Shaking  up  the  organization  by  a  Harvard 
B-school  prof. 

10  INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore  (HarperBusi- 
ness •  $25)  Lore  on  marketing  from  Silicon  Valley. 

11  MEAN  BUSINESS  by  Albert  J.  Dunlap  with  Bob  Andelman 
(Times  Business  •  $25)  A  chest-thumping  tale  from  the  man 
they  call  "Chamsaw. " 

12  MISSION  POSSIBLE  by  Ken  Blanchard  and  Terry  Waghorn 
(McGraw-Hill  •  $22)  Using  untapped  human  energy  to  charge 
up  your  organization. 

13  WHAT  WORKS  ON  WALL  STREET  by  James  P.  O'Shaugh- 
nessy  (McGraw-Hill  •  $29.95)  A  statistical  look  at  how 
investment  strategies  stack  up. 

14  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness  •  $25)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

15  SECURITY  ANALYSIS  by  Benjamin  Graham  and  David  Dodd 
(McGraw-Hill  •  $50)  A  reprint  of  the  1934  edition  of  an 
investing  classic. 


PAPERBACK  BUSINESS  BOOKS 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 

2  THE  ROAD  AHEAD  by  Bill  Gates  with  Nathan  Myhrvold  an 
Peter  Rinearson  (Penguin  •  $15.95)  Microsoft's  chief  on 
implications  of  the  l-way,  in  a  "completely  revised"  editio 

3  THE  WAVE  3  WAY  TO  BUILDING  YOUR  DOWNLINE  by 
Richard  Poe  (Prima  •  $14.95)  Further  tips  on  network 
marketing. 

4  THE  1997  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The 
enduring  job-search  bible — with  a  new  resource  guide. 

5  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce, 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

6  GET  A  FINANCIAL  LIFE  by  Beth  Koblmer  (Fireside  •  $11 
Hey,  Gen-Xers — mutual  funds  and  mortgages  can  be  fun! 

7  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $8.95)  Give  them  a  champagne  brunch,  a  ca 
al-dress  day — or  plain  old  cash. 

8  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies  Investme 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  fc 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

9  J.K.  LASSER'S  YOUR  INCOME  TAX  1997  by  the  J.K.  Las 
Institute  (Macmillan  •  $14.95)  Get  ready,  here  it  comes. 

10  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managing 
your  time  by  balancing  your  life. 

11  PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer. 

12  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDII 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Aian 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriched 
with  graphics. 

13  WAVE  3  by  Richard  Poe  (Prima  •  $14.95)  Quit  your  job  a 
become  a  sales  entrepreneur  through  "multi-level  market! 

14  ZAPP!  by  William  C.  Byham,  PhD  with  Jeff  Cox  (Fawcett  J 
$11)  How  "empowerment"  revved  up  employees  at  the 
fictional  Normal  Co. 

15  THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  PhD 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 


business  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  econorr 
management,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  re 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  November. 

Reviews  and  more  are  available  on  www.businessweek.com.  Click  on  BW  Plus. 
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SO  YOUR  SON  SAYS  HE  HAS  HAD  ENOUGH 

of  his  chosen  profession — drummer  in 
a  rock  band.  He's  ready  to  be  an  adult,  he  insists,  maybe 
even  to  have  that  "Jello  Biafra  forever"  tattoo  removed. 
But  just  how  far  will  he  go?  Is  he  ready,  say,  to  open  a  bank 
account? 

This  is  a  trend  you  may  want  to  encourage.  But  don't  do  any- 
thing rash,  such  as  trying  to  steer  the  dinner  conversation  to- 
ward health  insurance  or,  God  forbid,  mutual  funds.  Instead, 
you  could  give  him  a  copy  of  Beth  Kobliner's  Get  A  Financial 
Life,  No. 6  on  this  month's  paperback  best-seller  list. 
Kobliner  tackles  all  the  tough  questions — debt,  banking,  in- 
vesting, housing,  insurance,  and  taxes.  Pay  off  credit-card  debt 


before  student  loans,  she  advises,  since  interest  on  the  fc 
is  likely  to  be  higher.  Invest  in  no-load,  stock-index  funds 
fore  you  quit  your  job,  check  to  see  how  long  you 
work  to  be  vested  in  the  company's  401(k)  plan.  "Stayin 
extra  few  months  could  mean  thousands  of  extra  dolla 
your  pocket,"  she  explains. 

Ingenious?  Not  exactly.  But  Kobliner,  a  writer  for  M 
magazine  and  a  Gen-Xer  herself,  answers  a  lot  of  basic  c 
tions  without  preaching.  And  even  if  your  Gen-Xer  doesn't 
the  whole  book,  maybe  he'll  check  out  the  12-page 
which  summarizes  key  points.  The  tattoo?  Well,  that's  a 
er  matter. 

BY  HARDY  Gl 
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Do  you  want  to  discover  the  name  of  the  large  banking  group 
that  is  already  preparing  the  Europe  of  tomorrow  ? 


Dexia,  the  European  banking  group  born  out  of  A  solid  group,  involved  with  its  pai 
the  merger  of  Credit  Local  de  France  and         Quoted  on  the  Pans  and  Brussels  stock  exc 


Credit  Communal  de  Belgique. 


Dexia  will'  be  announcing  its  results  starting 


Dexia  is  the  fruit  of  the  pooling  of  the  values,  skills         For  the  first  half  of  1996,  it  has  already  p< 


and  financial  means  of  two  credit  institutions: 


combined  net  profit  of  more  than  USD  340 


-  Credit  Local  de  France,  a  leading  financial  partner         Anxious  to  offer  its  shareholders  the  best  inve 
of  local  communities  in  France  with  a  network  of         Dexia  will  pursue  an  active  dividend  policy, 
establishments  in  Europe  and  in  the  United  States         A  group  which  finances  the  living  envirc 


through  its  branch  CLF  New  York  Agency. 


with  nearly  USD  20  billion  in  new  loans  ea< 


-  Credit  Communal  de  Belgique,  a  leading  bank  in  the  Public  transport,  motorway  infrastructure,  facil 
local  government  sector  Belgium's  leading  retail  bank  education,  health,  telecommunication,  enviro 
and    the    majority    shareholder    of   the    Banque         protection,  power  supply,  home  improvement 


Internationale  a  Luxembourg. 


are  considerable  the  world  over  Dexia,  sped; 


A  European  banking  group  with  total  assets        financing  community  facilities  and  in  financial 


of  USD  200  billion. 


for  public  administrations,  will  be  seeking  to 


With  USD  8  billion  in  equity  and    total  assets  of        all  branches  of  the  banking  profession  in  q 
USD  200  billion,  Dexia's  financial  health  will  enable         offer  the  best-adapted  banking  products  and 
it   to    enjoy    rapid    international    expansion.  The         to  its  clients  throughout  the  world. 


complementary    nature     of    collecting  deposits 


and  refinancing  on  international  markets  ensures 


Dexia  the  financial  means   for   its  development. 


BANQUE 


CREDIT 
L  O  C  A  L  de 
FRANCE 


w 

Credit  Commi 


de; 


The  European  banking  group, 

the  leader  in  financing  public  services, 

has  been  born. 


T.  ROWE  PRICE  INTERNATIONAL  STOCK  FUND 

UNIQUELY  HONORED  AMONG 
INTERNATIONAL  FUNDS 


T.  Rowe  Price  International  Stock  Fund.  If  you're  seek- 
ing to  diversify  your  portfolio  with  international  investments, 
consider  the  only  international  fund  to  be  elected  to  the 
Forbes  Honor  Roll  for  seven  consecutive  years.  The  fund's 
performance  from  3/31/84  to  6/30/96  was  considered;  18 
honorees  were  selected.* 


Forbes 

Honor  Roll  Selection 

7  Years  Running 


Our  International  Stock  Fund — 
one  of  the  oldest  and  largest  inter- 
national no-load  mutual  funds — 
follows  a  prudent  strategy  of 

investing  in  the  stocks  of  established  companies  outside  the 
U.S.  It  has  proven  itself  over  a  period  of  up  and  down  markets, 
in  times  of  both  a  weak  and  a  strong  U.S.  dollar. 

Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've  been 
helping  people  invest  overseas  since  1979  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the  world's 
oldest  and  most  successful  international  advisers,  to  form 
Rowe  Price-Fleming.  Today,  Rowe  Price-Fleming  serves  as 
investment  adviser  to  our  family  of  11  international  funds  and 
manages  over  $27  billion  in  foreign  stock  and  bond  assets.  In 
fact,  we  are  the  largest  manager  of  international  no-load 
mutual  fund  assets.** 

You'll  receive  our  free  information  kit  including  a  prospectus. 
Of  course,  international  investing  has  special  risks,  including 
currency  fluctuation.  As  with  any  stock  fund,  there  will  be 
price  fluctuation.  $2,500  minimum  investment  ($1,000  for 
IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  information  kit 


including  a  prospectus 

1-800-541-6619 

h  ttp://www.  troweprice.com 


Invest  With  Confide) nc 

T.RoweFHce 


*As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  honorees  are  chosen  annually;  candidates  must 
be  open  to  new  investors  and  have  had  the  same  management  for  at  least  five  years.  Sector  funds  are  excluded.  "Strategic 
Insight  Simfund.  Read  the  prospectus  carefull)  before  investing.  T  Rowe  Price  Investment  Services,  Inc..  Distributor. 


BOOK  BRIEFS  

NO  HANDS 
The  Rise  and  Fall  of  the  Schwinn  Bicycl 
Company,  an  American  Institution 

By  Judith  Crown  and  Glenn  Coleman 
Holt  •  350pp  •  $25 

UNHAPPY  TRAIL 
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HPhe  year  was  1963.  A  West 
A  sales  manager  for  Schwinn  B 
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Co.  noticed  that  California  kids 
equipping  bikes  with  Texas  Ion] 
handlebars  and  elongated  seat 
Fritz,  the  product-design  manager 
at  Schwinn's  Chicago  factory,  respt 
with  a  prototype  made  from  spare 
which  he  called  the  "Sting-Ray' 
odd-looking  bike  with  its  "banana 
soon  became  the  company's  No.  1 

Schwinn  never  showed  such  m 
ing  agility  again,  and  the  family-o  - 
company  went  into  a  slow  decline 
bankrupt  in  1992.  The 
fascinating  tale  is  well 
told  by  Judith  Crown 
and  Glenn  Coleman, 
who  covered  Schwinn 
for  C rain's  Chicago 
Business. 

Lesson  No.  1:  Don't 
rest  on  your  laurels. 
After  becoming  the 
top  bicycle  manufac- 
turer in  the  U.S., 
Schwinn  grew  com- 
placent. It  failed  to  jump  on  the  I 
dirt-bike  trend  or  the  mountain 
craze  of  the  1980s,  letting  small  i 
build  themselves  into  powerhouse 

Lesson  No.  2:  Don't  underesti 
the  value  of  new  equipment  and  h 
capital.  Schwinn  put  off  modernizii 
Chicago  plant.  In  1980,  Edward  Scl 
closed  it  and  spent  millions  on  a 
factory  in  Greenville,  Miss.,  a  town 
out  a  skilled  workforce.  The  pla 
costly  disaster,  was  closed  in  199 
production  was  moved  to  Asia, 

Underlying  almost  all  of  these  |^ah 
lems  was  Schwinn  family  hubris, 
fortunes  secure,  few  Schwinn  hein 
pared  for  careers.  And  as  the  con 
neared  collapse,  Ed  Schwinn  refus 
merge  or  sell.  Schwinn  failed,  th 
thors  conclude,  because  it  lack 
mechanism  to  change  leadership. 

The  venerable  Schwinn  name 
belongs  to  investor  Sam  Zell's  w 
fund,  Zell/Chilmark,  and  little  of  tJ 
company  remains.  With  a  less  nep< 
and  complacent  management.  Set 
might  have  had  a  less  calamitous 

BY  SUSAN  CHAIS  - 
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JVIES  C.  COOPER  &  KATHLEEN  MADIGAN 


50 IT  THAT  SLOWDOWN . . . 
S  HISTORY 

ad  strength  in  demand  is  fueling  factory  momentum 


MANUFACTURING 
BOUNCES  BACK 


FACTORY  OUTPUT— 

1 

i 
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3ENT  CHANGE 

DATA  FFDERAL  RESERVE 


JjJ|  Football  season  is  finally  wind- 
ing down — and  so  is  the  econ- 
i  spell  of  slower  growth.  Manufacturers  and  re- 
s  undoubtedly  share  the  feelings  of  thousands  of 
York  Jets  (1-14)  fans.  They're  all  saying:  "Thank 
less  it's  over." 

:ent  signals  are  pointing  to  stronger  growth.  Con- 
r  spending  is  picking  up  after  a  weak  third  quar- 
id  housing  is  showing  surprising  resilience.  At  the 
time,  lean  inventories  and  fatter  order  books  are 
g  a  rebound  in  factory  production  (charts). 

The  turnaround  can't  come 
soon  enough  for  the  factories 
and  stores  that  suffered  dur- 
ing the  third  quarter,  when 
growth  slowed  to  2%  from  the 
robust  3.3%  pace  in  the  first 
half.  The  drop-off  in  overall 
spending  was  even  steeper 
than  that. 

The  slowdown  did  bring 
with  it  some  important  bene- 
fits, though.  Chiefly,  it  eased 
that  overly  rapid  demand  would  cause  inflation  to 
ap,  and  it  calmed  concern  that  the  Federal  Re- 
would  hike  interest  rates.  Those  same  old  worries 
start  to  crop  up  again  for  the  first  half  of  1997 
72).  But  for  now,  at  least,  the  Fed  remains  san- 
about  the  economic  picture:  As  widely  expected, 
entral  bank  left  short-term  interest  rates  un- 
ed  at  its  Dec.  17  meeting,  the  last  of  1996. 

ECONOMY  IS  FINISHING  1996  a  good  deal 

ger  than  most  forecasters  anticipated.  Holiday 
are  always  difficult  to  get  a  handle  on,  especially 
five  fewer  buying  days  in  1996  due  to  the  late 
tsgiving,  but  reports  are  generally  upbeat.  House- 
inances  look  better,  too:  Credit-card  delinquencies 
!  the  third  quarter  for  the  first  time  in  two  years, 
o,  housing  was  thought  to  be  slowing  down,  but 
mber  starts  surged.  A  December  survey  of 
ers  revealed  improved  market  conditions  at 
•nd,  and  mortgage  applications  to  buy  a  house 
p  sharply.  Their  four-week  average  through  Dec.  6 
he  highest  in  the  expansion, 
st  important,  a  rebound  in  demand  generally  is 
lg  through  to  manufacturers.  And  it's  not  just 
stic  demand.  Export  orders  also  look  stronger, 
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according  to  the  nation's  purchasing  managers.  As  a  re- 
sult, industrial  production  in  November  shot  up  well 
above  expectations,  and  the  strike-related  rebound  in 
auto  output  was  only  partly  responsible. 

Any  way  you  slice  it,  the  factory  sector  is  showing 
new  life.  Industrial  production  in  the  nation's  facto- 
ries, utilities,  and  mines  jumped  0.9%  in  November. 
Cold  weather  lifted  utility  output,  but  production  in 
manufacturing  alone  rose  a  sturdy  0.8%,  after  having 
dropped  0.2%  in  October.  Excluding  motor  vehicles 
and  parts,  factory  output  still  rose  a  solid  0.4%  in  No- 
vember, a  shade  stronger  than  October's  0.3%  rise. 

In  addition  to  autos,  pro- 
duction of  business  equipment 
and  nondurable  consumer 
goods  led  the  November  ad- 
vance. Business  equipment 
output  accelerated  in  1996  af- 
ter a  slowdown  in  1995,  sug- 
gesting that  capital  spending 
is  holding  up  well.  Production 
of  computer  and  office  equip- 
ment is  up  a  stunning  40% 
from  a  year  ago.  No  doubt, 
some  of  that  computing  power  is  heading  overseas. 
And  with  global  growth  expected  to  be  stronger  in 
1997,  U.  S.-export  demand,  especially  for  capital  goods, 
will  pick  up  as  well. 

Moreover,  Detroit  has  announced  intentions  to  boost 
first-quarter  1997  U.  S.  output  by  8.9%  from  a  year 
ago.  Output  is  playing  catch-up  to  demand.  Even 
though  sales  of  domestically  made  cars  have  been  flat  at 
a  ho-hum  annual  rate  of  about  13  million,  that  sales 
pace  is  still  better  than  the  production  rate  of  12  million 
motor  vehicles  over  the  past  six  months.  As  a  result, 
the  planned  increase  in  auto  production  will  lift  overall 
manufacturing  activity  in  the  new  year. 

A  BUSIER  1997  is  also  the  finding  of  a  survey  of  the 
National  Association  of  Purchasing  Management's  40,000 
member  companies.  According  to  the  napm,  manufac- 
turing executives  expect  revenues  to  speed  up  next 
year  as  robust  holiday  buying  fuels  inventory  restock- 
ing, napm  companies  in  the  apparel,  metals,  and  elec- 
tronics industries  were  especially  upbeat,  and  80%  of  all 
businesses  expected  to  either  increase  their  hiring  or 
hold  payrolls  where  they  are. 

Low  inventory  levels  should  stoke  further  output 


Business  Outlook 


gains  early  next  year.  Annual  sales  growth  has  been 
outpacing  inventories  for  most  of  1996,  and  the  gap  has 
been  widening.  As  a  result,  the  ratio  of  business  in- 
ventories to  sales  for  manufacturers,  wholesalers,  and 
retailers  in  October  stood  at  1.40,  very  close  to  a  record 
low.  And  that  was  before  the  holiday  shopping  season 
even  began. 

GIVE  CREDIT  TO  CONSUMER  SPENDING  and  home 

building  for  much  of  the  economy's  latest  glow.  Hous- 
ing's buoyancy  has  been  especially  surprising.  In  No- 
vember, new  starts  jumped  9.2%,  to  an  annual  rate  of 
1.51  million,  very  nearly  recouping  all  of  the  losses 
suffered  in  both  September  and  October.  Both  single- 
family  and  multi-family  building  increased,  with  most  of 
the  strength  showing  up  in  the  South  and  Midwest. 

The  drop-off  in  mortgage  rates  in  recent  months  is 
one  support,  along  with  strength  in  jobs  and  incomes. 
Builders  sounded  a  tad  more  upbeat  in  December.  The 
National  Association  of  Home  Builders'  housing  market 
index,  which  assesses  current  and  expected  demand 
as  well  as  traffic  through  model  homes,  rose  in  De- 
cember to  53  from  51  in  November.  It  was  the  first  in- 
crease since  May.  A  reading  greater  than  50  means  that 
market  conditions  are  improving. 

Meanwhile,  consumers  appear  to  be  making  the  sea- 
son merry  for  retailers.  The  weekly  BTM/Schroder's 
sales  survey  through  Dec.  14  says  that  retailers  are  us- 


SPAIN 


WHERE  SPENDINfl 
IS  RISING  AGAIN 
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ing  phrases  ranging  from  "solid  but  not  great"  to 
rifle  business  so  far"  to  describe  the  1996  season. 

To  be  sure,  the  government's  measure  of  retail 
showed  that  receipts  fell  0.4%  in  November.  But 
drop  may  understate  the  strength  of  buying.  Sina 
current  holiday  season  has  five  fewer  shopping  I 
the  government's  seasonal  adjustment  may  have  i 
ly  depressed  the  results.  Also,  excluding  sales  at 
dealers,  retail  receipts  rose  0.3%,  extending  the  j 
racked  up  in  September  and  October  (chart). 

Moreover,  unit  sales  of  cars, 
which  go  into  the  calculation 
of  gross  domestic  product, 
have  held  up  well.  Including 
domestic  and  imported  mod- 
els, sales  stood  at  a  14.9  mil- 
lion annual  rate  in  November, 
slightly  higher  than  October's 
14.8  million  pace  and  about 
even  with  the  third-quarter 
average. 

Consumers  are  on  track  to 
lift  spending  at  an  annual  rate  of  about  1.5%  to  2j 
the  fourth  quarter.  That's  more  than  three  times  f. 
than  the  spending  gain  of  the  third  quarter.  That 
up  is  clearing  out  inventories  and  paving  the  wa; 
increased  factoiy  output.  So  as  1996  becomes  [ 
prospects  for  better  growth  will  continue  to  impr 


A  BILLIONS  OF  DOLLARS 

DATA:  COMMERCE  DEPT. 


GOOD  NEWS  ON  THE  ROAD  TO  MAASTRICHT 


Economic  growth  in  Spain  con- 
tinued to  accelerate  in  the 
third  quarter,  and  another  cut  in 
interest  rates  ensures  that  the  re 
covery  will  last  into  1997. 

Real  gross  domestic  product 
grew  2.2%  in  the  year 
ended  in  the  third 
quarter.  A  2%  gain  in 
consumer  spending  and 
a  9.4%  jump  in  exports 
led  the  increase. 
Stronger  demand, 
along  with  inventory 
building,  lifted  indus- 
trial production  in  the 
third  quarter  after  two 
quarters  of  declines. 

In  the  fourth  quarter,  Spanish 
carmakers  were  hurt  by  the 
strike  of  French  truck  drivers, 
which  prevented  the  delivery  of 
auto  parts.  But  the  improving 
fundamentals  in  Spain  suggest 


LOW  INFLATION  PAVES 
THE  WAY  FOR  RATE  CUT 
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A  PERCENT  CHANGE  FROM  A  YEAR  AGO 
DATA.  NATIONAL  STATISTICS  INSTITUTE, 
BUSINESS  WEEK 


that  production  will  bounce  back 
in  the  first  quarter.  Factory  or- 
ders have  been  climbing,  and  con- 
sumer and  business  confidence  are 
on  the  rise.  Unemployment, 
though  high  at  21.9%  in  the  third 
quarter,  is  at  least 
starting  to  fall. 

Real  GDP  is  on 
track  to  hit  the  gov- 
ernment's 1996  target 
of  2.3%.  However, 
1997  is  the  year  that 
European  nations 
must  meet  the  Maas- 
tricht Treaty's  crite- 
ria for  monetary 
union.  Spain  has  dras- 
tically cut  government  spending — 
freezing  wages  of  public  workers, 
for  one  thing — to  bring  its  deficit 
to  3%  of  GDP,  from  about  4%  now. 
Understandably,  government 
unions  are  not  happy,  staging  a 


one-day  strike  on  Dec.  12. 

For  now,  the  financial  markei 
are  betting  that  European  polit 
cians  will  loosely  interpret  the 
Maastricht  targets,  letting  Spai 
slip  in  as  one  of  the  first  mem- 
bers. However,  to  meet  its  199' 
budget  plan,  the  government  oJ 
Prime  Minister  Jose  Maria  Azn 
Lopez  is  counting  on  real  GDP 
growth  of  3% — a  bit  faster  thai 
the  consensus  forecast  of  2.7% 

But  growth  prospects  got  a 
boost  on  Dec.  13  when  the  Ban 
of  Spain  cut  a  half-point  off  its 
lending  rate,  now  6.25%.  The  r; 
cut — 1996's  seventh — came  afte 
news  that  consumer  prices  rose 
3.2%  in  the  year  ended  Novemi 
the  smallest  hike  in  20  years 
(chart).  Inflation  is  also  below  t 
government's  1996  target  of 
3.4% — just  another  sign  of  Spai 
improving  economic  health. 


Did  you  know  that  seven  foreign  stock  markets  have  outpaced  the  U.S.  stock 
market  over  the  past  10  years?*  Smart  investors  realize  investing  a  portion  of  their 
assets  overseas  makes  sense.  The  question  is  how. 

Consider  a  proven  investment  strategy.  AIM  International  Equity  Fund's  profes- 
sional management  team  searches  worldwide  to  find  companies  whose  earnings 
are  growing.  It's  the  same  earnings-driven  discipline  that  guides  all  of  AIM's 
equity  funds.  Over  time,  it's  been  a  discipline  that's  worked.  Just  check  our  record. 

Of  course,  past  performance  can't  guarantee  comparable  future  results.  Interna- 
tional investing  can  pose  greater  risks  compared  with  U.S.  investments.  The  Fund's 
share  price  will  fluctuate  with  market,  currency  and  political  climates.  With  these 
risks,  however,  also  is  the  opportunity  for  greater  rewards  and  greater  diversifica- 
tion than  investing  solely  within  the  United  States. 

For  more  complete  information,  including  charges  and  expenses,  ask  your 
financial  consultant  for  a  free  prospectus  and  Investors  Guide.  Please  read  the 
prospectus  carefully  before  you  invest  or  send  money. 

CALL  FOR  YOUR  FREE  INVESTOR  GUIDE 

1-800-246-4246 

www.aimfunds.com 


AIM 

:  Morgan  Stanley  International  Perspective,  through  September  30.  1996.  Performance  results  are  historical  and  include  reinvestment  of  all  distributions, 
in  net  asset  value  and  maximum  5.50%  sales  charges.  Investment  return  and  principal  value  will  fluctuate  so  that  an  investor's  shares,  when  redeemed, 
'orth  more  or  less  than  their  original  cost.  Performance  for  Class  B  shares,  which  began  on  9/15/94,  will  differ  due  to  a  difference  in  sales  charge  struc- 
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How  Boeing  and 
McDonnell  cut 
the  biggest  deal 
in  aviation  history 

The  deal  may  have  been  three  years 
in  the  making,  but  it  was  sealed 
in  just  three  short  hours.  Ending 
the  longest-running  rivalry  in  the 
aerospace  business,  Boeing  ceo  Philip 
M.  Condit  met  McDonnell  Douglas  CEO 
Harry  C.  Stonecipher  in  a  Seattle  hotel 
room  on  the  morning  of  Dec.  10  and 
hashed  out  a  plan  that,  four  days  later, 
would  jell  as  the  largest  merger  in  avia- 
tion histoiy.  The  $14  billion  stock  swap 
will  create  a  behemoth  with  $48  billion  in 
combined  1997  revenues  that  will  own 
65%  of  the  world  aircraft  market  and 
will  be  a  strong  No.  2  to  giant  Lockheed 
Martin  Corp.  in  defense. 


The  behind-the-scenes  tale  of  how  this 
merger  came  to  be  is  one  of  on-again, 
off-again  talks  that  suddenly  hit  Mach 
speed  after  McDonnell  Douglas  Corp. 
suffered  a  series  of  setbacks  (table).  Boe- 
ing Co.,  after  a  year-  of  explosive  growth, 
including  a  record  number  of  new  air- 
craft orders  and  the  $3.1  billion  acquisi- 
tion of  Rockwell  International  Corp.'s 
defense  and  space  unit,  was  eager  to 
further  beef  up  its  defense  business,  in 
part  to  counteract  the  notorious  boom- 
and-bust  cycles  of  commercial  aviation. 
When  his  chance  came  to  grab  strug- 
gling McDonnell,  Condit  quickly  gained 
the  upper  hand:  He  will  remain  chairman 
and  ceo  of  the  merged  companies,  to  be 
called  Boeing  Co.,  while  Stonecipher  will 
become  president  and  coo. 

How  did  the  two  fierce  competitors 
end  up  in  an  amicable  union?  They  took 
their  first  steps  toward  this  merger 
three  years  ago,  when  John  F.  McDon- 
nell, then-CEO  of  McDonnell  Douglas, 
held  secret  discussions  with  Boeing's 
then-CEO,  Frank  A.  Shrontz.  The  meet- 
ings  were   inconclusive,   but  when 


Stonecipher  came  on  board  as  ^ 
September,    1994,    John    McB  miqj 
briefed  him  on  the  talks.  Stone 
met  with  Shrontz  and  Condit,  the) 
ident  of  Boeing,  in  December,  191 
again,  there  was  no  progress.  1 
and  Stonecipher  say  they  contin 
"touch  base"  about  the  idea.  A 
year  ago,  they  almost  struck  a  d 
overdrive.  What  killed  the  n 
then,  according  to  a  banker  close 
talks,  were  disagreements  rangin 
price  to  the  company's  name.  Bu 
of  all,  Boeing  itself  wasn't  nea 
strong  as  it  is  now.  A  year  lat 
stock  is  up  36%  and  Pacific  Cresl 
rities  estimates  that  its  order  b 
has  grown  28.5%,  to  $84.3  billio 
Donnell  Douglas,  meanwhile,  hi 
fered  stinging  blows.  On  Oct. 
abandoned  attempts  to  develop  ; 
generation  widebody  airplane 
named  md-xx.  On  Nov.  16,  it  lost 
Boeing  and  Lockheed  Martin 
competition  to  build  the  Joint 
Fighter  military  jet,  a  contract 
tially  worth  as  much  as  $750  1 


DECEMBER  30,  1996 


— .- —  

* 


Edging  Toward  Merger 

OCT.  25,  1996  McDonnell  Douglas  says  it  will  abandon 
efforts  to  create  a  next-generation  widebody  plane. 

NOV.  16,  1996  McDonnell  Douglas  is  eliminated  from 
competition  for  the  military  Joint  Strike  Fighter. 

NOV.  21,  1996  American  Airlines  chooses  Boeing  over 
McDonnell,  ordering  103  Boeing  planes  worth  $6.6  bil- 
lion and  taking  options  for  527  others. 

DEC.  3,  1996  Boeing  and  McDonnell  Douglas  agree 
to  collaborate  on  the  design  of  new,  extended  747 
airplanes. 

DEC.  6,  1996  Boeing  CEO  Philip  Condit  meets  with  CS 
First  Boston  investment  bankers  to  "run  the  numbers" 
on  a  McDonnell  acquisition. 

DEC.  10,  1996  Condit  and  McDonnell  Douglas  CEO 
Harry  Stonecipher  agree  on  the  deal. 

DEC.  15,  1996  The  merger  is  announced. 


CHANGE  And  five  days  later, 
)ONNELL:  longtime  customer 
0  workers  American  Airlines 
ge  Inc.  said  it  would 

switch  to  an  all-Boe- 
it — ordering  103  planes. 

time  looked  right  for  Boeing  to 
ich  McDonnell.  On  Dec.  3,  the 
nies  announced  a  plan  for  Mc- 
11  to  lend  engineers  to  over- 
ed  Boeing.  But  it  took  the  pend- 
ile  of  General  Motors  Corp.'s 
s  Electronics  Corp.  unit  to  put 

into  overdrive.  The  first  indica- 
at  a  new  Boeing-McDonnell  deal 

the  works  came  on  Friday,  Dec. 
le  Seattle  launch  of  Boeing's  next- 
tion  737  airplane.  At  2  p.m.,  when 

was  slated  to  address  some  200 
lists,  he  was  inexplicably  absent, 
urns  out,  he  was  meeting  with  cs 
ioston  investment  bankers  to  run 
mbers  on  a  McDonnell  buyout. 

motivation:  McDonnell  Douglas 
imored  that  morning  to  be  the 
;  candidate  to  buy  Hughes.  Boeing 
if  that  happened,  it  could  price 


McDonnell  out  of  Boeing's  reach  and  kill 
a  merger.  "We  decided  that  was  the  time 
to  take  action,"  Condit  says.  At  Boeing-'s 
board  meeting  on  Monday,  Dec.  9,  Condit 
asked  for  and  got  authorization  to  pursue 
McDonnell.  That  afternoon,  he  called 
Stonecipher,  and  the  two  agreed  to  meet 
the  next  morning  in  Seattle. 

Stonecipher  had  also  had  a  meeting 
with  his  board  on  Monday  mainly  to  dis- 
cuss the  potential  Hughes  deal  and  other 
possible  bids.  Stonecipher  hadn't  spoken 
with  Condit,  but  he  sensed  Boeing  might 
be  poised  to  move  and  asked  the  board 
to  consider  under  what  terms  it  would 
approve  a  Boeing  buyout.  So,  when  Con- 
dit called,  he  was  ready. 

The  CEOs  met  at  8  a.m.  at  the  Four 
Seasons  hotel  in  downtown  Seattle  in  a 
dark-paneled  room  called,  appropriately, 
the  Boeing  suite.  They  talked  casually 
for  a  few  minutes,  Condit  in  khakis  and 
V-neck  sweater  and  Stonecipher  in  a 
suit.  Stonecipher  had  in  his  pocket  a  4- 
by-6  slip  of  notepaper  listing  the  seven 
terms  laid  down  by  his  board.  After  less 
than  an  hour1  of  discussion,  Stonecipher 


TWO  AMIGOS:  Can  Stonecipher  (left) 
play  second  fiddle  to  Condit? 

recalls,  "I  pulled  the  piece  of  paper  out, 
and  we  marched  through  it  and  said, 
We  have  the  basis  for  a  deal.' "  The  ceos 
spent  two  more  hours  talking  out  de- 
tails and  a  schedule.  Stonecipher  says 
he  intends  to  frame  the  slip  of  paper. 

Having  agreed  on  a  price,  a  name, 
and  a  basic  management  structure,  the 
ceos  turned  loose  small  groups  of  exec- 
utives, lawyers,  and  investment  bankers 
to  hammer  out  the  details.  On  Friday 
night,  teams  were  dispatched  to  Wash- 
ington to  quietly  set  up  the  press  con- 
ference. On  Saturday,  the  boards  of  both 
companies  convened  in  simultaneous 
emergency  meetings  to  O.K.  the  deal. 
The  news  was  so  closely  guarded  that 
when  Stonecipher  called  his  83-year-old 
father  that  night  in  Tennessee,  he  would 
tell  him  only  to  tune  in  his  TV  the  next 
morning  for  big  news. 
BIG  JOB.  Lightning  fast  as  the  deal  was 
at  the  end,  there  is  tough  work  ahead. 
The  companies  have  largely  comple- 
mentary product  lines,  especially  in  de- 
fense and  space  operations,  but  merging 
their  cultures  and  200,000  employees 
will  be  tricky.  The  companies  don't  an- 
ticipate significant  layoffs,  though  they 
do  aim  to  shave  $1  billion  in  annual  ex- 
penses through  streamlined  operations. 
McDonnell  Douglas  was  itself  the  re- 
sult of  a  1967  merger  between  a  de- 
fense contractor  and  a  commercial  avia- 
tion pioneer  and  never  fully  erased 
bitter  divisions  between  its  two  halves. 

The  deal  seems  likely  to  pass  muster 
with  Clinton  Administration  antitrust 
watchdogs,  though  Boeing  may  have  to 
spin  off  a  few  businesses,  such  as  space- 
launch  vehicles.  But  meshing  manage- 
ment styles  could  prove  more  vexing. 
McDonnell  is  known  for  top-down  man- 
agement, whereas  Boeing  "has  more 
progressive  management"  that  involves 
workers  in  decisions,  says  Bill  Johnson, 
president  of  the  machinists  union  local  in 
Seattle.  Some  also  question  how  Stoneci- 
pher will  fare  as  second  fiddle.  He  and 
Condit  have  been  friends  for  20  years 
and  get  along  well,  but  "I  don't  think 
Harry's  used  to  working  for  anybody," 
says  Gordon  M.  Bethune,  ceo  of  Conti- 
nental Airlines  Inc. 

Still,  Wall  Sreet  loves  the  merger,  and 
both  companies'  share  prices  jumped  on 
news  of  the  deal.  For  now,  Condit's  big- 
gest challenge  may  be  to  keep  his  com- 
pany from  getting  giddy  with  success. 

By  Andy  Reinhardt  in  San  Fran- 
cisco, with  Seanna  Browder  in  Seat- 
tle, Ron  Stodghill  II  in  Chicago,  and 
bureau  reports 
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A  WAKE-UP  CALL  ON  THE  CONTINENT 


Nothing  gets  a  company 
moving  like  a  good 
scare.  On  Dec.  13, 
the  board  members  of 
Europe's  jet  giant  Airbus 
Industrie  left  the  negotiating 
table  in  Toulouse,  France,  after 
failing  to  agree  on  the  terms  of  a 
badly  needed  restructuring.  Two 
days  later,  Airbus'  U.  S.  rival,  Boeing 
Co.,  suddenly  said  it  would  merge 
with  McDonnell  Douglas  Corp.  Air- 
bus now  stands  alone  in  the  market 
against  a  Goliath  with  $48  billion  in 
sales.  Still,  that  challenge  may  be 
just  the  catalyst  Airbus  needs  to 
plunge  ahead  with  a  badly  needed 
makeover.  "The  Boeing  deal  is  like  a 
detonator.  It  will  set  a  lot  of  things  in 
motion,"  says  Brussels-based  analyst 
Philippe  Grasset. 

With  35%  of  the  world  jet  market. 
Airbus  has  so  far  proved  a  spirited 
challenger  to  Boeing.  But  two  Airbus 
partners,  British  Aerospace  PLC  and 
Germany's  Daimler-Benz  Aerospace 
(dasa),  have  been  pushing  for  years 
to  change  the  group's  structure, 
which  is  geared  more  to  making  sure 
each  partner  gets  its  share  of  jobs 
than  to  making  money.  The  main 
hangup:  France's  money-losing,  state- 
owned  Aerospatiale,  which  fears  that 
rationalizing  Airbus'  factories  will 
trigger  massive  layoffs.  Now,  industry 
sources  say  the  Boeing  deal  may 
force  French  President  Jacques 
Chirac  to  act.  Indeed,  the  Chirac  gov- 
ernment is  already  speeding  up  its  re- 
structuring of  France's  defense  indus- 
try: On  Dec.  17,  it  announced  that  it 
will  accelerate  the  merger  between 
Aerospatiale  and  French  defense  com- 
pany Dassault  Aviation — a  deal  that 
had  been  stalled  since  February. 
FEUDING.  The  first  step  in  any 
makeover  of  Airbus  will  be  reorganiz- 
ing it  into  a  private  corporation  that 
can  raise  money  in  capital  markets.  In 
March,  the  four  partners,  including 
Spain's  Construcciones  Aeronauticas 
(CASA),  agreed  in  theory  to  create  a 
single  corporate  entity  by  the  end  of 
1999.  They  also  pledged  to  enlist  new 
industrial  and  financial  partners  to 
help  shoulder  the  estimated  $10  bil- 
lion cost  of  a  new  550-  to  660-seat  su- 
perjumbo  dubbed  the  A3XX.  Once  re- 
organized. Airbus'  partners  could  sell 
new  shares  to  the  public  and  new  in- 


NEW  "BELUGA"  TRANSPORTER:  Airbus 
needs  $10  billion  to  develop  aircraft 

dustrial  partners.  But  its  owners 
missed  a  yearend  deadline  for-  a  bind- 
ing agreement  and  have  been  feuding 
over  how  to  pool  Airbus'  production, 
design,  and  engineering  assets.  A  big 
stumbling  block:  The  British  and  Ger- 
mans have  already  done  some  heavy 
restructuring,  but  Aerospatiale  and 
casa  need  to  cut  more  costs. 

Meanwhile,  Airbus  is  clearly  not  in 
crisis.  A  recent  Lehman  Brothers  Inc. 
report  figured  it  generated  $898  mil- 
lion in  operating  profits  in  1995,  after 
two  decades  of  losses  totaling  $8  bil- 
lion. In  October,  usAir  Inc.  handed 
Airbus  the  largest  civilian  order  in 
history — for  400  planes  worth  some 
$18  billion.  And  in  November,  Airbus 
cut  a  deal  with  Aviation  Industries  of 
China  and  Singapore  Technologies 
Aerospace  to  develop  a  100-seater  re- 
gional plane  in  China.  "Airbus  offers  a 
very  competitive  product.  It's  just  its 
organization  that  needs  help,"  says 

AIRBUS 
UNDER  PRESSURE 
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THROUGH  DEC  9 
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Peter-  S.  Jacobs,  an  analyst  with  E 
gen  MacKenzie  Inc.  in  Seattle. 
Airbus  also  badly  needs  to  deal 
with  a  big  con 
petitive  disad 
vantage:  its  lack 
a  product  to  compete 
>"v    with  the  Boeing  747  ir 
<ff  /      the  lucrative  market  f 
/  planes  carryi 

/  _o    400  or  more 

passengers. 
Airbus  argui 
that  this  hole  in  its  pror 
uct  line  hurts  it  financially.  It  c( 
tends  that  Boeing  uses  artificially 
high  prices  on  the  jumbos  to  subsi 
dize  cutthroat  prices  in  the  models 
where  it  competes  with  Airbus — a 
charge  Boeing  vehemently  denies. 
NICHE  PLAYER?  Airbus  had  aimed  1 
leapfrog  Boeing  by  producing  a  ne: 
generation  superjumbo  that  is  mor 
cost-efficient  than  the  stretch  747 
planes  Boeing  is  retooling  for  the 
superjumbo  market.  If  it  can't  rais 
the  $10  billion  in  development  func 
it  needs,  it  could  stretch  its  340  m< 
el  to  376  seats,  to  compete  in  the 
lower  end  of  the  jumbo  market,  an 
then  enter  the  superjumbo  market 
later,  ceding  the  first  contracts  to 
Boeing.  "It's  strategically  tenable  r 
to  compete  at  the  top  range  for 
now,"  says  Chris  Avery,  aerospace 
analyst  at  Paribas  Capital  Markets 
Group  in  London.  Aerospatiale  Chi 
Executive  Yves  Michot  insists 
there's  no  hurry  for  Airbus  to  ex- 
pand its  family  of  planes.  "The  goa 
of  Airbus  is  to  make  money,  not  to 
make  planes,"  he  sniffs.  But  not  gc 
ing  ahead  would  force  the  Europe? 
to  give  up  their  goal  of  owning  50' 
of  the  world  plane  market  by  2000 
In  some  ways,  the  Boeing  mergi 
will  help  Air-bus.  Customers  from  t 
Chinese  government  to  America's  1 
air-lines  don't  want  to  see  a  global 
plane  monopoly  that  could  name  it 
price,  so  they  are  likely  to  throw 
more  business  Airbus'  way.  Indust; 
experts  say  Air-bus  could  survive  a 
a  niche  player,  continuing  to  build 
gional  jets  and  midsize  planes.  But 
it  wants  to  do  more,  its  partner-ov 
ers  will  have  to  push  ahead  with  a 
major  restructuring. 

By  Gail  Edmondson  in  Paris,  w 
Seanna  Browder  in  Seattle 
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KING  LINCOLNS 
DMER  BAIT 

etting  a  sport-ute  can  bring  in  a  new  generation  of  buyers 


young,  affluent  buyers  who  once 
:ked  to  Steven  B.  Kalafer's  Lin- 
n  showroom  in  Flemington,  N.  J., 
1  coming  years  ago.  The  big  lux- 
ers  that  epitomized  elegance  for 
;enhower  generation  look  stodgy 
baby  boomers  who  snap  up  Ex- 
sport -utility  vehicles  at  Kalafer's 
it  Ford  dealership.  But  now,  Lin- 
getting  its  own  sport-ute,  the 
tor,  which  Kalafer  hopes  will  "at 
at  Baby  Boomers  to  come  into  a 
i  showroom.  It's  critical  to  Lin- 
uture." 

/incoln's  traditional  customer  base 
or  the  end  of  the  road,  Ford  Mo- 
is  repositioning  its  luxury  brand, 
las  suffered  a  39%  sales  decline 
)90  (chart).  Lincoln  will  offer  the 
tor  beginning  in  July  for  about 
.  The  jumbo  sport-ute,  Lincoln's 
•uck,  is  outfitted  with  a  lush 

and  burled-walnut  interior.  Lin- 
pes  Navigator  buyers  will  aver- 
\  years  old — some  19  years 
r  than  the  average  buyer  of  its 

Town  Car. 

Navigator  will  be  just  the  be- 
of  Lincoln's  overhaul.  Coming 
is  a  car  industry-watchers  have 
the  Baby  Lincoln,  aimed  at  the 

V1GAT0R 

n's  jumbo  sport-utility 
3  (artist's  rendering),  will 
•$43,000,  starting  in  July 
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fast-growing  "entry-lux- 
ury" segment  of  $30,000- 
plu>  performance  sedans 
like  the  Lexus  ES300  and 
Mercedes  C-class.  At  the 
same  time,  insiders  say 
Lincoln  will  kill  off  the 
slow-selling  Mark  VIII 
coupe.  The  Continental 
is  expected  to  be  retired 
in  2002,  the  sources  say. 
"Our  strategy  on  luxury 
cars  is  we're  staying  in 
there,  but  we're  not  go- 
ing to  have  as  many 
[models],"  says  Ford 
Chairman  Alexander  J. 
Trotman. 

Ford  executives  also 
are  trying  to  nurture  the 
resurgence  of  Jaguar,  the 
British  luxury  car  line  it 
acquired  for  $2.5  billion 
in  1990.  The  new,  hot- 
selling  Jaguar  xk8  sports 
car  will  be  joined  by 
Jag's  own  entry-lux 
sedan  in  1999,  say  sources  familiar  with 
Ford's  plans.  Ford's  new  automotive 
president,  Jacques  A.  Nasser,  is  said  to 
be  questioning  how  many  luxury  brands 
Ford  needs,  particularly  given  Jaguar's 
youth  appeal.  "Ford's  view  is,  'Let's 
make  Jaguar  our  global  luxury  brand 
and  keep  Lincoln  as  long  as  it  will  go,' " 
says  one  consultant  to  the  company. 


FORD'S 
LAGGING  LINCOLN 


LINCOLN  SALES 
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LINCOLN'S  SHARE  OF 
THE  LUXURY  CAR  MARKET 
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DATA  JACOBS  &  ASSOCIATES 


Catching  boomers'  attention  won't  be 
easy  for  Lincoln.  A  makeover  of  the 
Continental  two  years  ago  flopped  when 
the  company  hiked  the  model's  price  by 
$7,000.  Lincoln  retreated  last  August 
by  cutting  Continental's  price  $4,520,  so 
that  it  now  starts  at  the  same  $37,950 
as  the  Town  Car  and  the  Mark  VIII. 
But  Lincoln  sales  still  fell  17.3%  in  No- 
vember. Lincoln's  old  nemesis,  Cadillac, 
is  suffering,  too,  and  is 
attempting  to  reach  out 
to  baby  boomers  with  its 
new  German-engineered 
Catera  entry-lux  sedan. 

Lincoln's  new  general 
manager,  James  G. 
O'Conner,  insists  his 
moves  will  pay  off.  He 
attributes  much  of  Lin- 
coln's sales  decline  to  a 
new  strategy  to  back 
away  from  low-profit 
sales  to  rental-car  agen- 
cies, which  hurt  the 
brand's  image  and  resale 
value.  In  fact,  O'Conner 
says  Lincoln's  retail  sales 
to  individual  customers 
are  up  10%  this  year. 
And  while  he  notes  that 
the  Navigator  will  "draw 
a  whole  new  breadth  of 
Lincoln  owners,"  O'Con- 
ner also  clings  to  the  be- 
lief that  baby  boomers 
will  someday  embrace 
the  Town  Car's  boulevard  ride. 

That's  not  how  Chrysler  Corp.  sees  it. 
Ford's  rival  has  determined  the  market 
for  American  luxury  cars  is  disappearing. 
"Today's  40-  and  50-year-olds  no  longer 
aspire  to  luxury  cars,"  Chrysler  Presi- 
dent Robert  A.  Lutz  said  in  August. 
And  slapping  a  luxury  label  on  the  nose 
of  a  sport-ute  won't  impress  boomers 
either,  he  insists.  "Adding  a  little  wood 
trim  and  a  lot  more  price,  I  guarantee 
you,  is  not  going  to  work,"  Lutz  says. 
"People  will  find  you  out."  Indeed, 
the  Navigator's  biggest  rival  may  not 
be  the  new  sport-utes  from  Lexus, 
Infiniti,  Acura,  and  Mercedes.  Rather, 
buyers  may  prefer  the  cheaper  Ford 
Expedition,  which  is  based  on  the 
\  same  chassis. 

Still,  the  Expedition  has  been 
such  a  runaway  hit  since  its  fall  in- 
troduction that  analysts  think  Lin- 
coln can  skim  off  excess  demand 
and  easily  meet  its  sales  goal  of 
20,000  Navigators  a  year.  Kalafer 
is  just  glad  his  Lincoln  dealership 
finally  has  something  that  might 
bring  a  few  younger  buyers  in. 
"It's  a  start,"  he  says,  shrugging. 
But  Lincoln's  road  is  still  long. 

By  Keith  Naughton 
in  Dearborn,  Mich. 
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AND  IN  THIS  CORNER... 

How  CNN/SI  and  ESPNEWS  compan 
the  battle  for  sports  viewers 


CNN/SI 


COVERAGE  24  hours,  with  two  half-houl 

feeds  across  entire  CNN  system. 

AUDIENCE  500,000  cable  homes,  4  mill 
satellite. 

ASSESSMENT  SI  writers  need  practice.] 
Anchors  need  adrenaline. 


ESPNEWS 


Act 

fell  Dl 


COVERAGE  24  hours,  with  feeds  on  ESI 


SPORTS 


HOW  MUCH  TV  SPORTS  NEWS 
CAN  YOU  USE? 

Probably  not  enough  to  support  both  ESPNEWS  and  CNN/SI 


The  launch  of  cnn/si,  a  24-hour  sports 
news  channel,  on  Dec.  12  was  itself 
quite  a  show.  Time  Warner  Chair- 
man Gerald  M.  Levin  and  cable  titan 
Ted  Turner  appeared  before  a  cable  in- 
dustry conference  in  Anaheim,  Calif.,  to 
flip  the  ceremonial  switch  that  launched 
cnn/si's  around-the-clock  broadcasts. 
"It's  going  to  be  a  smasheroo!"  boasted 
Turner  of  the  channel,  a  collaboration 
between  CNN  and  Sports  Illustrated  and 
the  first  cable  progeny  of  Time  Warner's 
acquisition  of  Turner  Broadcasting  Sys- 
tem Inc.  cnn/si  takes  direct  aim  at 
espnews,  its  nearly  identical  competitor. 
For  now,  though,  the  battle  for  viewers 
is  more  a  war  of  words  than  a  reality. 

cnn/si  isn't  available  in  most  of  the 
U.S. — and  neither  is  Walt  Disney  Co.'s 
espnews.  The  companies  are  rushing 
their  sports-news  products  into  place 
for  the  time  when  cable  and  satellite 
systems  deliver  their  promised  150-plus 
channels  of  programming.  "We've  got  a 
long  time  to  work  out  something  we 
love  before  we  get  any  real  distribu- 
tion," says  Donald  M.  Elliman  Jr.,  pres- 
ident of  Sports  Illustrated. 

Perhaps  not  so  long.  Satellite  delivery 
is  expanding,  and  the  rollout  of  digital 
cable  systems  with  150  channels  will 
begin  in  earnest  early  in  1997.  So  cnn/si 
and  espnews  are  busy  cross-promoting 


their  brands  from  magazines  to  the  In- 
ternet to  cable.  It  could  be  a  fight  to  the 
death.  "I  don't  see  how  two  sports-news 
channels  can  survive,"  says  Robert  C. 
Wilson,  programming  director  for  cable 
operator  Cox  Communications  Inc.  "I 
don't  know  if  there's  enough  demand." 

It's  up  to  the  programming  gurus  to 
develop  shows  that  sell.  Both  channels 
have  some  unique  bells  and  whistles: 
cnn/si  features  contributions  from  20 
Sports  Illustrated  writers,  for  instance, 
and  espnews  broadcasts  information 
gleaned  from  its  Internet  site,  radio 
broadcasts,  and  cable  channels.  But  the 
main  fare  for  both  channels  is  the  fix 
they  give  to  sports  junkies:  Scores,  high- 
lights, and  breaking  news.  Both  do  a 
formidable,  though  virtually  indistin- 
guishable, job  of  delivering  quick,  com- 
prehensive updates  on  sports  news. 
SLICK  AND  WITTY.  Efforts  to  differenti- 
ate the  channels  have  had  mixed  re- 
sults, espnews'  Internet  tie-in  polls  vis- 
itors to  its  Internet  chat  room  on  spoits 
news — hardly  a  broad  measure  of  public 
opinion.  At  cnn/si,  Sports  Illustrated?, 
talented  writing  does  not  always  trans- 
late to  the  small  screen.  Basketball 
writer  Rick  Reilly's  commentaries  are 
witty  and  slick,  but  Leigh  Montville's 
pithy  style  can't  overcome  the  weak- 
ness of  his  on-air  delivery. 


and  ESPN2. 

AUDIENCE  1.5  million  homes,  200,000 
more  in  January. 

ASSESSMENT  ESPN's  familiar  faces  a 


With  only  one  likely  to  make 
long-term  player,  the  two  chanm  | 
engaging  in  a  fierce  body-count  c 
smanship.  espnews  claims  1.5 
viewing  homes,  and  says  it  w 
nounce  at  least  200,000  more  flj] 
month,  cnn/si  boasts  4.5  million  ! 
though  only  500,000  of  them  are 
ditional  cable  homes,  espn  chargi 
the  4  million-customer  number  is 
ed  because  cnn/si  is  counting  all 
lion  dishes,  whether  or  not  their  (|fle  ne 
watch  the  channel. 

To  build  viewership,  both  ch 
are  focusing  on  marketing,  espn  is 
aging  espnews  with  its  espn  and 
entertainment  channels,  and  is 
ing  nearly  $2  million  on  adver 
Time  Wamer  Inc.  can't  cross-sell 
with  its  cable  programming,  bec£ 
an  antitrust  agreement  with  th 
eminent,  but  cnn/si  is  relying  ( 
quent  promotional  mentions  on 
thing  from  tnt  to  the  Cartoon  CI 

Meanwhile,  the  channels  are 
become  chits  in  the  ego-driven 
among  cable's  titans,  tci  Chairma 
C.  Malone,  who  holds  a  9%  stj 
Time  Warner,  dislikes  espn,  an  ^ 
link  his  company's  14  million  subsi 
to  cnn/si.  When  Rupert  Mi 
launches  his  American  Sky  Broadi 
satellite  operation  next  fall,  he  m 
cline  to  carry  cnn/si,  continuing  h 
with  Turner  that  climaxed  this  fi  - 
bitter  fight  over  Time  Warner's  i 
to  carry  Murdoch's  Fox  News  C 
on  its  New  York  cable  system. 

Both  Disney  and  Time  Wamer 
long  way  to  go  to  make  sure  tl 
not  then1  "smasheroo"  channel  tha 
up  being  sidelined. 

By  David  Greising  in  Atlantc 
Susan  Jackson  in  New  Haven 
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COMMENTARY 

By  Amy  Barrett 


TV  RATINGS:  HOW  POLITICS  UNDERMINED  PARENTS 


jr  politicians  in  search  of  a  sure 
fire  campaign  issue,  curbing  vio- 
lence on  television  is  hard  to  re- 
That's  why  the  so-called 
tip"  provision  sailed  through 
rress  with  strong  bipartisan 
ing  as  part  of  the  Telecommuni- 
ms  Act  of  1996.  The  law  forces 
dsion  manufac- 
rs  to  include  a 
in  new  TVs  as 
f  as  1998  that 
s  parents  the 
ty  to  block  out 
Tarns  they  find 
sexually  explicit 
iolent. 

>unds  great.  Un 
inately,  mothers 
fathers  might 
:  been  a  lot  bet- 
)ff  if  Congress 
the  Clinton  Ad- 
stration  had 
k  to  grandstand- 
-and  stayed  out 
gislating  the  is- 

The  new  law 
mpted  a  market- 
en  effort  that 
Id  have  given 
:nts  a  much  more 
iled  ratings  sys- 

Instead,  broad- 
ers  and  producers 
!  now  taken  con- 
of  how  programs  are  judged. 

that  will  likely  lead  to  a  system 
ague  as  to  be  largely  ineffective. 

FIT.  Clearly,  broadcasters  are 
rmined  to  create  a  methodology 

will  give  most  programming  an 
ptable  rating.  So  rather  than  de- 
ing  a  system  that  would  explicit- 
escribe  how  much  violence  or 
lal  content  a  show  contains,  the 
stry  is  proposing  standards  simi- 
;o  those  used  for  movies.  Pro- 
ns  would  be  rated  as  being  ap- 
)riate  for  certain  age  groups, 
dfying  them  as  suitable  for  all 
,  older  children,  adults  only,  etc. 
ics  expect  many  programs  to  get 
nnoeuous  pg. 

hildren's  advocates  wain  that 
based  ratings  don't  make  sense, 
ine  Cantor,  a  professor  at  the 
varsity  of  Wisconsin  at  Madison 


who  has  studied  violence  on  televi- 
sion, says  parents  overwhelmingly 
prefer  systems  that  describe  pro- 
gram content.  Home  Box  Office  Inc. 
has  used  such  a  scheme  since  1985, 
disclosing  how  much  violence,  sexual 
content,  or  adult  language  a  program 
contains. 


CONTENT,  NOT  AGE 


A  study  found  that 
young  viewers  wanted  to  see  movies  rated 
PG-13  but  not  those  that  warn  of  violence 


Cantor  also  says  a  recent  study 
found  that  movie-style  ratings  sys- 
tems may  actually  entice  kids  to 
watch  some  inappropriate  programs. 
Young  viewers  were  more  interested 
in  watching  movies  that  were  rated 
PG-13  but  weren't  similarly  attracted 
to  a  program  carrying  a  warning 
about  violent  content. 

Back  in  the  early  1990s,  the  Elec- 
tronic Industries  Assn.  was  moving 
toward  adopting  a  standard  for  chip 
technology  that  could  recognize  10 
different  categories  of  sex,  violence, 
and  adult  language  and  then  give 
parents  the  ability  to  filter  out  of- 
fending programs.  Initially,  of  course, 
broadcasters  and  distributors  would 
have  resisted  encoding  their  pro- 
gramming with  ratings.  But  if  con- 
sumers began  buying  sets  with  the 
chip  built  in,  pressure  on  broadcast- 


ers to  adopt  the  system  would  have 
mounted.  "I  think  the  marketplace 
would  have  forced  them  to  do  it," 
says  Gary  Shapiro,  president  of  the 
Consumer  Electronics  Manufacturers 
Assn. 

LONG  WAIT.  Now,  we'll  never  know. 
With  the  new  law,  television  manu- 
facturers can't  incor- 
porate a  v-chip  until 
broadcasters  test  and 
finalize  their  pro- 
posed ratings  system 
and  the  Federal 
Communications 
Commission  approves 
a  technology  stan- 
dard for  the  v-chip. 
The  chip  must  be 
able  to  decipher  a 
program's  rating  and 
allow  parents  to  pro- 
gram it  to  block  any 
shows  they  don't 
want  their  children 
to  see.  And  while 
some  on  Capitol  Hill 
are  critical  of  what's 
likely  to  result,  Pres- 
ident Clinton's  tenta- 
tive support  for  the 
industry-proposed, 
age-based  system 
means  it's  a  virtual 
reality. 

That  leaves  parent 
groups  that  are  unhappy  with  the 
proposal  with  few  options  other  than 
providing  some  limited  say  on  how 
ratings  are  assigned.  And  with  a  con- 
gressionally  mandated  deadline  of 
February,  1997,  to  develop  a  ratings 
system,  it's  unlikely  that  there  will  be 
time  for  them  to  gain  much  influence. 

Except  at  home,  of  course.  Par- 
ents will  have  to  be  as  vigilant  as 
ever  about  monitoring  what  their 
children  watch.  No  system  can  re- 
place parental  guidance.  And  this  one 
won't  even  try  to  rate  "sports"  and 
"news,"  which  both  contain  many  ex- 
amples of  disturbing  violence.  By 
legislating  too  quickly,  lawmakers 
have  crippled  what  might  have  been 
a  powerful  parental  tool. 

Barrett  covers  telecommunications 
policy  from  Washington. 
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COMPUTERS 


DIGITAL  S  STRUGGLE 
TO  SAVE  ITS  ALPHA  CHIP 

Big  price  cuts  may  keep  it  from  being  pushed  to  the  margins 

Price  cuts  are  as 
regular  as  clock- 
work in  comput- 
er chips.  But  few  in 
the  industry  can  re- 
call a  drop  as  steep 
as  the  one  announced 
by  Digital  Equip- 
ment Corp.  on  Dec. 
11,  when  the  compa- 
ny slashed  prices  on 
its  powerful  Alpha 
microprocessors  by 
as  much  as  50%.  Al- 
pha chips  with  twice 
the  speed  of  Intel 
Corp.'s  best-selling 
Pentium  Pro  now 
carry  almost  no  pre- 
mium over  their  ri- 
val, akin  to  pricing  a 
Porsche  on  par  with 
a  Toyota. 

It's  a  dramatic  gesture — some  say  a 
desperate  one.  Digital  has  been  trying 
for  years  to  persuade  the  big  names  in 
the  business  to  build  desktop  computers 
and  high-end  servers  around  Alpha, 
counting  on  the  chip's  big  performance 
advantage.  But  that  approach  has  failed 
to  make  Alpha  more  than  an  asterisk  on 
industry  market-share  charts.  Now,  Dig- 
ital is  using  price  to  try  for  a  much- 
needed  boost  in  volume:  A  300  Mhz  Al- 
pha chip,  for  example,  now  costs  $395, 
compared  with  $695  previously. 
relentless.  Digital  can  afford  the  gam- 
ble: Revenues  from  the  sale  of  Alpha 
chips  have  been  negligible.  Building  mo- 
mentum for  Alpha  is  crucial  if  Digital  is 
to  regain  its  role  as  a  major  force  in 
computers.  Without  a  big  uptick  in  Al- 
pha shipments,  "Digital  would  still  sur- 
vive, but  they  would  be  relegated  to 
the  status  of  a  marginal  player,"  says 
Brown  Brothers  Harriman  &  Co.  ana- 
lyst William  J.  Milton  Jr. 

Digital  has  long  pinned  its  hopes  on 
Alpha.  Chairman  Robert  B.  Palmer  has 
been  working  relentlessly  for  four  years 
to  link  the  Alpha  chip  to  Microsoft 
Corp.'s  Windows  NT  operating  system, 
which  is  supposed  to  sweep  through  the 
corporate  world  in  the  next  few  years. 
Palmer  aimed  to  have  Alpha  chips  in- 
side one  out  of  five  computers  running 


NT  by  now.  But  the  ratio  is  closer  to  one 
in  20 — almost  all  of  them  Digital's  own 
Alpha  computers. 

The  Alpha  price  cuts  have  rekindled 
the  debate  over  whether  Digital  is  a 
pathfinder  or  simply  lost.  Samsimg  Elec- 
tronics Co.  is  voting  pathfinder.  The  Ko- 
rean conglomerate  has  begun  to  make 
Alpha  chips  in  small  batches,  and  ana- 
lysts think  it  may  use  its  ownership 
stake  in  PC-maker  AST  Research  Inc.  to 
begin  marketing  an  Alpha  PC  sometime 
next  year.  Mitsubishi  Electric  Corp.  is 
also  working  with  Digital  on  an  Alpha 
PC  chip  design,  the  first  fruit  of  an  al- 
liance formed  three  years  ago,  and  Dig- 

CHIPPING  AWAY 

1995  SHIPMENTS  OF  MICROPROCESSORS 


INTEL  X86 

65,503,000 

IBM/MOTOROLA  POWER  PC 

3,371,000 

MOTOROLA  68000 

I 

1,113,000 

SUN  MICROSYSTEMS  SPARC 

1 

715,000 

SILICON  GRAPHICS  MIPS 

1 

498,000 

HEWLETT-PACKARD  PA-RISC 

225,000 

DEC  ALPHA 

165,000 

DATA:  DATAQUEST 

SPEED  DEMON 

DEC  has 
made 

the 
champ  at 
PC  graphics, 
but  that 
hasn't  meant 
volume  saies 


ital  says  it  has  signed  up  20  lei 
known  companies  to  build  pes  and 
cost  workstations  using  Alpha  chi] 
In  some  ways,  Digital's  new 
strategy  couldn't  be  better  timel 
mid-December,  ibm  and  Motorola! 
cut  back  their  support  for  the  Pov) 
chip,  a  rival  microprocessor  thai 
failed  to  live  up  to  its  perforn 
promises.  That  leaves  Alpha  as  the 
alternative  to  I 
chips.  But  maj 
makers  have  s 
incentives  to 
with  Intel.  By 
ing  several  oi 
Pentium  chips, 
puter  makers  e: 
to   deliver  pe 
mance  close  en 
to  Alpha's  next 
and  still  get  I] 
price  advant; 
That  advantagj 
narrowed  since 
tal  dropped 
price,  but  PC 
still  have  hi| 
vestments  in  ti 
sign  tools 
knowhow  tied  t 
Pentium  world, 
narrows  Digital 
portunity  to  win  Alpha  converts. 

Indeed,  volume  is  the  name  o 
game  in  the  chip  industry,  and  th( 
ume  is  flowing  relentlessly  to  Intel, 
in  point:  Compaq  Computer  Corp 
Dell  Computer  Corp.  are  both  pui 
into  the  profitable  market  for  v 
stations,  the  powerful  desktop  cor 
ers  used  by  engineers,  scientists, 
graphic  designers.  Alpha  is  the  u 
puted  speed  champion  at  rendi 
graphics  on  computer  screens  becai 
its  ability  to  process  data  in  64-bit 
rather  than  the  Pentium  standard 
bits.  But  Compaq  and  Dell  both  i 
to  go  with  the  Pentium  Pro. 

Digital  faces  the  same  obstacles  j 
computer-systems  business.  The  conB 
is  expected  to  sell  around  $3  bfl 
worth  of  Alpha-based  computers  m 
fiscal  year  ending  June  30,  vs.  $2.3  ■ 
last  year.  But  those  sales  slowed* 
matically  last  quarter,  the  fault,  theft 
pany  says,  of  disruptions  caused  bym 
force  reorganizations.  In  the  cu: 
quarter,  Alpha  sales  are  growing 
11%,  analysts  say,  down  from  the  3( 
40%  growth  rates  earlier  in  the 
Still,  Digital  has  yet  to  pass  alon, 
chip-price  reductions  to  customers 
Alpha  computers.  Getting  in  the  he 
spirit  might  help  dec's  Alpha  pros] 
By  Paul  C.  Judge  in  B\ 
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"I  KNOW  OF  NOTHING 


O  PLEASANT  TO  THE  MI 


AS  THE  DISCOVE 


HING  WHICH  ISiATDNCE 


N E W  AN D  VALUAB LE . .  ? 


—  A.  LINCOLN 


Plan  well  for  the  future  so  you  can  enjoy 
every  single  minute  of  the  present. 


incoln  National  Life  Insurance  Co.,  Fort  Wayne,  IN  46802 
e  information,  call  1-800-4-LINCOLN. 


News:  Analysis  &  Commentary 


COMPUTERS 


THE  NUMBERS  ARE  CRUNCHING 
PACKARD  BELL 


Its  grand  strategy  is  coming  up  a  billion  dollars  short  1 


PACKARD  BELL 


At  Packard  Bell  NEC  Inc.,  it  looks  as 
if  the  Grinch  stole  not  only  Christ- 
mas but  the  whole  year.  The  com- 
pany, which  as  recently  as  June  bragged 
that  it  would  soon  be  the  leading  U.S. 
seller  of  personal  computers,  has 
watched  its  sales  and  market  share 
slowly  slide  since  last  January.  A  weak 
fourth  quarter  for  computer  retailers 
has  only  made  matters  worse. 

The  setback  comes  in  stark  contrast 
to  Packard  Bell's  big  plans.  In  April,  it 
acquired  Zenith  Data  Systems  Corp. 
from  France's  Groupe  Bull  in  exchange 
for  20%  of  the  company.  Three  months 
later  it  took  over  NEC  Corp.'s  PC  opera- 
tions outside  Japan  and  China — NEC  got 
almost  40%  of  Packard  Bell  in  stock 
and  options  in  exchange.  The  resulting 
company,  said  Packard  Bell  ceo  Beny 
Alagem  then,  would  ring  up  $8  billion  in 
sales  in  its  first  year — making  it  No.  1 
worldwide. 

THE  PROBLEM.  Alagem  is  coming  up 
about  a  billion  dollars  short.  The  prob- 
lem isn't  Zenith,  which  picked  up  an 
Air  Force  contract  in  1996  to  supply 
about  $1  billion  worth  of  computers  over 
the  next  three  years.  And  it  isn't  NEC, 
which  has  been  posting  rising  sales  all 
year.  It's  the  core  Packard  Bell  brand, 
the  one  that  almost  single-handedly  cre- 
ated the  retail  home  computer  market. 
"Packard  Bell  makes  up  a  much  smaller 
percentage  of  the  business  than  it  did  at 
the  beginning  of  the  year,"  says  Stella 
Kelly,  an  analyst  at  market  researcher 
Computer  Intelligence. 

It  shows.  Last  year,  Packard  Bell 
accounted  for  47%  of  all  desktop  com- 
puters sold  through 
retailers,  including 
computer  and  office 
superstores,  consumer- 
electronics  stores,  and 
mass  merchants  such 
as  Sears,  Roebuck  & 
Co.  and  Wal-Mart 
Stores  Inc.  Through 
October  of  this  year, 
according  to  Audits  & 
Surveys  Worldwide,  a 
New  York-based  sales 
tracking  company, 
Packard  Bell's  share 
was  down  to  39%. 


THE  BELL  CURVE 


'93 

▲  PERCENT 

DATA:  AUDITS  4  SURVEYS  WORLDWIDE 


The  competition  is 
catching  up  in  more 
ways  than  market  share. 
Packard  Bell  won  con- 
sumers over  in  years  past 
by  bringing  new  technolo- 
gy to  market  first  and  by 
pricing  its  computers  be- 
low everyone  else's.  Rivals 
such  as  Compaq  Computer 
Corp.  and  ibm,  which  in 
1995  had  yet  to  introduce 
home  computers  using  In- 
tel Corp.'s  new  Pentium 
chip,  now  are  aping 
Packard  Bell.  "The  know- 
how  that  Packard  Bell 
accumulated,  and  the 
approach  to  the  market 
that  they  pioneered,  is  no 
longer  theirs  exclusively," 
says  Richard  J.  Zwetch- 
kenbaum,  an  analyst  at  In- 
ternational Data  Corp. 

Plus,  as  the  market 
moved  from  novice  buyers 
to  second-timers,  many  ex- 
perienced consumers  shied  away  from 
Packard  Bell,  citing  its  reputation  for 
shoddy  quality  and  indifferent  service 
and  support.  And  there  are  powerful 
new  players  in  the  market,  including 
Sony  Corp.  and  Toshiba  Corp.,  which 
launched  home  computers  for  the  first 
time  this  year.  Those  models  are  hot 
sellers  in  electronics  stores,  where  their 
brands  are  well  known:  At  the  Good 
Guys  Inc.  electronics  chain,  based  in 
Brisbane,  Calif.,  Sony  accounted  for  40% 
of  PC  sales  in  October.  "Sony  is  doing 
extraordinarily  well  for 
us,"  says  ceo  Robert 
A.  Gunst.  "It's  really 
taking  sales  from 
Packard  Bell." 

Packard  Bell  pro- 
fesses not  to  be  dis- 
mayed. "A  year  ago, 
we  decided  to  walk 
away  from  certain  low- 
end  price  points,"  says 
Mai  D.  Ransom,  senior 
vice-president  of  the 
privately  held  compa- 
ny. "In  doing  so,  we 
walked    away  from 


Rivals  have  stolen  the  PC 
maker's  thunder,  forcing  it  to 
remake  itself  from  scratch 


market  share."  Besides,  he  say 
Packard  Bell  planned  conservativel 
"We're  taking  a  company  focused 
desktops  at  retail — a  market  that's  bo" 
barded  by  competition — and  buildin 
an  infrastructure  to  go  far  beyond  o 
core  business." 

There  are  signs  that  ceo  Alage 
remaking  the  company.  "If  Packard 
wants  to  be  the  market  leader,  it 
have  to  be  a  leader  in  brand  loyalt 
and  customer  satisfaction,  and  they\ 
figured  that  out,"  says  idc  analyi 
Zwetchkenbaum.  It  mounted  its  fin 
national  TV  advertising  campaign  th 
fall,  aimed  at  building  an  image  rathe 
than  pushing  specific  models.  And  Rai 
som  says  his  first  priority  is  to  be  tl 
industry  leader  in  quality,  service,  an 
support. 

That's  a  tall  order  for  a  compan 
that  has  been  only  marginally  profitab. 
at  best.  But  Alagem  has  two  big  ne' 
investors  in  Groupe  Bull  and  NEC,  an 
he  promised  them  an  initial  public  o 
fering  within  two  years.  He  had  bettf 
be  planning  on  more  than  a  lump 
coal  for  Christmas  1997. 

By  Larry  Armstrong  in  Los  Angel 
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There  are  two  sides  to  every  story. 
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TH  CARE 


JR  DOCTOR 
1  BE  IN  AGAIN 

Clinton  is  embracing  medical  savings  accounts 


m't  bring  back  doctors'  house 
.  But  in  a  bold  experiment, 
rica's  health-care  system  is  about 
a  giant  step  backward — to  the 
forgotten  era  when  patients 
heir  own  doctors,  doctors  made 
cisions  about  tests  and  treat- 
ments, and  a  free 
market  governed  the 
price  of  medical  care. 
On  Jan.  1,  medical 
savings  accounts, 
the  most  hotly  dis- 
puted innovation  in 
U.S.  health  care  since 
health-maintenance  orga- 
nizations (hmos)  were  cre- 
years  ago,  will  begin  a  four-year 
sas  are  similar  to  individual  re- 
it  accounts  in  that  they  allow  tax- 
ildup  of  savings.  The  big  surprise: 
nton  Atiministration,  which  fought 
he  Republican-backed  experiment 
as  contained  in  last  August's 
nsurance  reform  bill,  is  prepar- 
ulations  that  may  encourage  ex- 
of  the  pilot  program  beyond  an 
50,000  policyholders. 
/ER:  The  result:  Insurance  corn- 
banks,  and  even  mutual-fund  com- 
are  scrambling  to  tap  the  MSA 
Industry  insiders  say  as  many  as 
rers  are  setting  up  msas,  thanks 
pectedly  favorable  tax  guidelines 
r  insurance  com 
and  for  con- 
i.  Among  the 
s:  Mega  Life  & 
Insurance,  Cen- 
;ates  Health  & 
mrance,  and  Con- 
1  General  Insur- 
Vlanaged-care  in 
[umana  Inc.  also  will 
an  msa.  In  most  cas- 
high-deductible  insur 
i  expected  to  cost 
ds  of  dollars 
lan  current 

rush  to  msas 
jady  having 
rer  effects. 
■  Consulting 
Inc.,  an  Indi- 
is  software 


maker,  has  developed  a  smart-card  pay- 
ment system  that  would  allow  instant 
transfers  from  msas  directly  into  doc- 
tors' bank  accounts  while  keeping  track 
of  insurance  deductibles  and  medical  pro- 
cedures. Such  transactions  now  require 
an  average  of  45  days. 

Health  insurers  report  strong  but 
cautious  interest  on  the  part  of  those 
eligible  for  the  new  plan — self-employed 
persons  and  employees  of  companies 
with  50  or  fewer  workers.  "People  keep 
asking  me:  'You  get  your  choice  of  doc- 
tors, and  if  you  don't  use  the  money, 
you  get  to  keep  it?  What's  the  catch?' " 
says  Porter  O'Meara,  vice-president  for 
product  development  at  Time  Insur- 
ance of  Milwaukee.  For  many  of  those 
fed  up  with  managed  care  and  its 
limits  on  choice  of  doctors,  tests,  and 
procedures,  msas  may  be  just  the  thing. 
They  also  have  been  endorsed  by 
physicians'  groups  seeking  to  skip 


You  can  pick  your  own 
physician,  pay  for  the 

kids'  braces-and 
maybe  build  a  nest  egg 


the  bureaucracy  of  managed  care. 

According  to  the  new  Internal  Rev- 
enue Service  guidelines  and  the  prelim- 
inary plans  of  some  insurers,  an  msa 
for  a  married  worker  at  a  small  business 
might  work  something  like  this:  The 
employer  would  buy  a  family  health-in- 
surance policy — with  a  deductible  of, 
say,  $4,500 — that  would  pay  all  medical 
bills  once  the  deductible  is  met.  The 
employer  would  also  place  up  to  $3,375 
in  an  msa  to  be  used  by  family  mem- 
bers for  expenses  up  to  the  deductible. 
The  employer  would  write  off  the  entire 
amount  as  a  business  expense,  and  the 
money  deposited  in  the  msa  account 
would  be  tax-free  to  the  employee. 
BIG  BUILDUP.  For  the  unemployed,  msas 
are  of  no  benefit.  But  for  those  who  par- 
ticipate, the  real  lure  comes  in  subse- 
quent years.  Unspent  money  and  each 
year's  company  contribution  will  build 
up — along  with  tax-deferred  interest  of 
around  5%  or  even  more  if  invested  in 
mutual  funds.  The  money  could  also  be 
used  for  services  not  often  covered  by 
medical  insurance,  such  as  vision  care, 
speech  therapy,  or  orthodontia. 
Or  it  could  be  used  to 
buy  nursing-home  in- 
surance. Best  of  all, 
at  age  65,  the  money 
could  be  spent 
penalty-free  for  any 
purpose,  though,  as 
with  iras,  income 
tax  must  be  paid  at 
withdrawal.  Earlier  distri- 
butions would  incur  a  15%  penalty. 

Because  three-quarters  of  Americans 
spend  less  than  $500  a  year  on  medical 
care,  msas  could  accumulate  large  sums 
over  a  lifetime.  A  study  from  the  Na- 
tional Bureau  of  Economic  Research  pre- 
dicted that  more  than  half  of  workers 
would  amass  $50,000  in  msas. 

gop  backers  of  the  plans — among 
them  House  Speaker  Newt  Gingrich 
of  Georgia  and  House  Ways  & 
Means  Committee  Chairman  Bill 
Archer  of  Texas — say  they  are 
pleasantly  surprised  at  the 
Administration's  preliminary 
guidelines.  Proponents  of  na- 
tional health  insurance, 
such  as  Senator  Ed- 
ward M.  Kennedy  (D- 
Mass.),  are  "laying  low 
to  see  if  msas  will 
turn  out  to  be  a  fail- 
ure," says  one  aide. 
But    so    far,  msas 
look  like  a  political 
winner. 

By  Paul  Magnus- 
son  in  Washington 


COMMENTARY 

By  Ronald  Grover 


A  REPORTER  CONFESSES:  HOW  I  GOT  SPUN  BY  MIKE  OVITZ 


Confessions  never  come  easily. 
For  much  of  my  nine  years  cov- 
ering Hollywood,  I  was  spun  by 
Michael  Ovitz.  Like  countless  other 
reporters  in  this  cloistered  world,  I 
routinely  described  the  talent  agent 
in  my  stories  as  "the  most  powerful 
man  in  Hollywood."  Now,  the  agent 
who  helped  pilot  the  careers  of  such 
icons  as  Steven  Spielberg,  Sean 
Connery,  and  Robert  DeNiro 
has  exited  his  job  as  presi- 
dent of  Walt  Disney  Co.  after 
14  turbulent  and  largely 
unproductive  months.  Ovitz' 
fall,  which  one  industry  exec- 
utive describes  as  "from  the 
highest  heights  that  I  can 
remember  in  Hollywood,"  hit 
me  hard.  Did  I  help  build 
this  mountain  of  sand  from 
which  Ovitz  fell? 

Sure  I  did.  Michael  Ovitz 
was  arguably  the  best  agent 
Hollywood  ever  produced.  He 
didn't  invent  "packaging,"  but 
he  perfected  it.  His  Creative 
Artists  Agency  Inc.  skillfully 
put  together  the  stars,  direc- 
tor, and  writer  for  a  film,  and 
then  shopped  them  as  a  unit 
to  the  highest  bidder.  They 
packaged  Jurassic  Park, 
Rain  Man,  and  hundreds  of 
others,  while  collecting  hefty 
fees  for  their  efforts. 
UNDONE  DEALS.  Ovitz,  who 
idolized  agent-turned-mogul  Lew 
Wasserman,  was  never  content  to 
simply  collect  his  10%.  His  game 
plan:  to  take  control  of  a  major  en- 
tertainment company,  be  it  Time 
Warner,  Sony,  or  MCA.  My  mistake, 
like  that  of  many  colleagues, 
was  believing  that  he  was  able 
to  do  it. 

Sure,  there  were  signs  that  Ovitz 
was  less  businessman  than  sales- 
man, caa  made  bad  investments  in 
an  L.  A.  bank  and  in  QSound,  a  tiny 
sound  technology  company  that  soon 
faded  from  sight.  Though  he  showed 
promise  as  an  investment  banker, 
most  of  the  deals  he  orchestrated, 
notably  the  1990  Matsushita  Electric 
purchase  of  mca,  came  undone. 

So  what  made  me  fall  for  the  guy 
in  the  first  place?  Much  of  it  had  to 


do  with  his  quiet,  almost  mystical 
presence  and  the  feeling  that  he  was 
somehow  omnipresent  all  over  town. 
"I  was  seduced  by  him,"  former  MCA 
President  Sid  Sheinberg  told  Vanity 
Fair,  and  I  guess  I  was,  too.  To  the 
press,  Ovitz  insisted  that  he  wanted 
to  stay  in  the  background.  But  his 
publicity  machine  made  it  appear 
that  he  was  in  the  middle  of  every 


I 


"%\%  tiSB?  X* 

deal.  Whether  megamergers  or 
mogul  tantrums  dominated  the  news, 
Ovitz  would  be  quick  to  the  phones 
to  offer  his  take.  "I'm  only  trying  to 
give  you  some  help  in  understanding 
what's  going  on,"  he  would  say  with 
the  conspiratorial  whisper  of  a  man 
always  in  on  the  action. 

I  can't  deny  that  Ovitz'  image- 
making  had  its  effect.  When  I  was 
working  on  a  cover  story  on  him  for 
business  week  in  1993,  we  would 
meet  clandestinely  in  restaurants 
cleared  of  other  patrons.  In  one  in- 
terview, we  sat  alone,  cross-legged 
on  the  floor  of  the  private  room  of  a 
Japanese  restaurant.  He  invited  the 
press  to  UCLA  fund-raisers,  where  he 
had  arranged  for  clients  like  Bette 
Midler  to  entertain.  He  could  also 
put  stars  on  the  phone.  For  my  cov- 


er article,  I  only  got  Bill  Murray's 
answering  machine,  but  David  Let- 
terman  and  Robert  Redford  called 
me  back.  And  no  one  could  stroke  aj 
ego  better  than  Ovitz.  He  asked 
often  about  my  daughter,  Elizabeth 
When  he  learned  I  was  studying 
karate,  the  black  belt  sent  over  a 
book  on  aikido. 

Ovitz'  great  strength  was  in  see 
ing  the  future — and  figuring 
his  place  in  it.  But  it  takes 
strong  manager  to  keep  a 
team  together  and  make  the 
vision  a  reality.  At  CAA, 
where  everyone  owed  him 
their  salaries,  he  could  do  it 
But  it  was  his  great  undoin| 
at  Disney.  He  came  to  love 
the  spotlight  and  the  deal, 
but  he  couldn't  rally  the 
team  around  him.  By  most 
accounts,  he  wasn't  willing 
make  the  effort  to  learn  th 
$21  billion  giant's  various 
businesses.  He  wanted  to 
make  his  mark  quickly  by 
starting  a  football  team,  bu 
ing  the  troubled  emi  Music 

JUST  DUCKY... THEN 

Ovitz  is  feted  by 
Eisner  and  Disneyites 
at  a  Mighty  Ducks 
game  a  year  ago 

record  label,  or  luring  stars  and  top 
execs  from  other  companies. 

Disney  Chairman  Michael  Eisner 
has  to  shoulder  part  of  the  blame.  I 
could  have  given  Ovitz  more  suppor 
with  Disney's  entrenched  division 
leaders.  But  a  good  executive  has  tc 
learn  how  to  fit  into  a  corporate  cul- 
ture, and  Ovitz  never  seemed  to  try 

It's  little  consolation  that  I  saw  I 
failure  and  wrote  about  it  in  May.  I 
know  I'll  be  back  when  Ovitz  reti 
to  the  spotlight — and  he  will  be  ba 
But  I  won't  be  calling  him  the  Kini 
of  Hollywood  again — even  with  the 
somewhat  wimpy  "onetime"  prefix 
attached.  One  confession  is  enough 
for  me. 

Grover,  Los  Angeles  bureau  chief 
has  authored  a  book  on  Disney. 
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ED  BY  THANE  PETERSON 


BERAL  INSIDER 
HE  CEA 

RAL   RESERVE  GOVER- 

met  Yellen,  whom  Pres- 
Clinton  was  expected 
)oint  chair  of  his  Council 
Dnomic  Advisers  on  Dec. 
an  insider  with  impec- 
credentials.  At  Yale,  she 
ed  under  current  cea 
•  Joseph  Stiglitz.  As  a 
;  professor  at  Harvard, 
Aidents  included  current 
nember  Alicia  Munnell 
)eputy  Treasury  Secre- 
Lawrence  Summers, 
as  a  labor  economist  at 
Jniversity  of  California 
;rkeley,  her  colleagues 
led  top  Clinton  econom- 
viser  Laura  D'Andrea 
i.  Yellen  will  bring  a  lib- 
Dent  to  the  job:  She  is 
ical  of  the  conservative 
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ISING  THE  ROOF 

iked  like  more  good  news 
omebuilders  on  Dec.  17 
i  the  government 
wnced  that  housing 
I  surged  9.2%  in 
imber.  But  shares  of 
3  Corp.,  the  nation's 
2st  homebuilder,  dropped 
to  29X.  Why?  The  stock 
bed  15%  in  the  previous 
3  months,  as  interest 
5  fell.  But  the  housing 
net  isn't  matching  1995's 
rd  pace,  and  next  year 
it  be  slower,  Pulte  says. 
Street  expects  Pulte's 
ings  to  edge  up  only  2% 
year,  to  $2.52  a  share. 
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argument  that  slashing  wel- 
fare benefits  will  stop  poor 
single  women  from  having 
babies.  And  at  the  Fed,  she 
argued  that  the  central 
bank's  role  wasn't  just  to  fo- 
cus on  inflation  but  "to  pro- 
mote the  well-being  of  Amer- 
ican households." 


A  BE  IN 

APPLE'S  BONNET? 

TO  BE  OR  NOT  TO  BE?  THAT  IS 

the  question  vexing  Apple 
Computer  these  days.  For 
months,  the  company  has 
been  considering  buying  tiny 
Be  Inc.  and  adapting  that 
company's  computer  operat- 
ing system  to  Macintosh  com- 
puters. But  Apple  insiders 
and  others  now  say  it  is  like- 
lier that  Apple  will  cut  a  deal 
with  Steven  Jobs,  who  co- 
founded  Apple  and  is  now 
CEO  of  NeXT  Software.  NexT's 
NextStep  operating  system 
has  at  least  been  tested  with 
customers  and  is  priced  right. 
A  source  close  to  Be  says  it 
is  holding  out  for  a  10%  stake 
in  Apple,  worth  roughly  $285 
million,  but  Jobs  would  ac- 
cept much  less.  Meanwhile, 
Sun  Microsystems  is  also 
bidding  to  do  the  job. 


WESTERN 

KEEPS  CONQUERING 

WESTERN  RESOURCES  IS  ON 

an  acquisition  spree.  Its  lat- 
est: a  $3.5  billion  offer  to  buy 
the  73%  of  adt  it  doesn't 
own.  adt  is  the  biggest  sup- 
plier of  security  services  in 
the  U.  S.  Western,  a  Topeka- 
based  gas  and  electric  utility, 
believes  it  can  sell  security 
services  and  electricity  to  the 
same  customer  base.  It  be- 
came the  nation's  third- 
largest  security  firm  earlier 
in  December  with  its  acquisi- 
tion of  Westinghouse  Security 
Systems.  Previously,  Western 
made  a  hostile  bid  for  Kansas 
City  Power  &  Light.  The 
companies  are  now  in  serious 
negotiations. 


HEADLINER:  THOMAS  GRAHAM 


STEEL  BAIT  FOR  A  BARRACUDA? 


Thomas  Graham  may  be 
retiring  as  chairman  of  AK 
Steel  in  January,  but  don't 
expect  the  so-called 
Smiling  Barracuda 
to  retreat  to  the 
shuffleboard 
court  near  his 
winter  home  in 
Naples,  Fla. 
Having  watched 
the  69-year-old 
executive  turn  AK 
into  the  nation's 
most  profitable  steel  com- 
pany in  just  four  years, 
other  struggling  steel  out- 
fits likely  will  beg  him  to 
try  one  more  turnaround. 

National  Steel  has  al- 
ready made  overtures,  say 
sources  close  to  Graham. 
Bethlehem  Steel,  its  stock 
near  a  three-year  low, 
could  also  be  calling.  The 


most  likely  match,  though, 
is  specialty  steelmaker 
Armco.  Armco  owned  half 
of  the  beleaguered  joint 
venture,  Armco 
Steel,  eventually 
renamed  AK, 
when  Graham 
took  its  helm  in 
1992.  He  axed 
costs,  pushed 
into  profitable 
niches,  and  defeat- 
ed the  United  Steel- 
workers  in  a  bruising  or- 
ganization drive.  This  year, 
AK  earned  $70  per  ton, 
four  times  the  industry 
average.  Graham  earned 
tens  of  millions  in  stock 
options  as  a  result.  It  may 
take  an  even  richer  pack- 
age to  get  him  to  go  for  it 
one  last  time. 

By  Stephen  Baker 


AHPS  BIGGER 
BITE  OF  BIOTECH 

AMERICAN   HOME  PRODUCTS 

moved  on  Dec.  17  to  bolster 
its  research  and  development 
program  by  exercising  an  op- 
tion to  acquire  the  40%  of  Ge- 
netics Institute  it  doesn't  al- 
ready hold,  ahp,  which  took 
60%  of  the  biotech  outfit  in 
1992,  will  pay  $85  per  share, 
or  $1.25  billion,  for  the 
stake — well  above  the  stock's 
recent  $60  price.  Gi  has  a 
promising  forthcoming  hemo- 
philia drug,  BeneFix,  and  is 
testing  Neumega,  a  chemo- 
therapy drug,  ahp  sells  Re- 
dux, the  hot  obesity  drug, 
under  license.  Otherwise,  ana- 
lysts say,  it  is  running  low  on 
products  in  its  pipeline. 

DOING  TIME  FOR 
COOKING  THE  BOOKS 

ACCOUNTING  FRAUD  DOESN'T 

pay.  That  was  the  message 
handed  down  by  a  federal 


judge  on  Dec.  12  to  two  for- 
mer executives  of  Kurzweil 
Applied  Intelligence,  a  high- 
tech company.  Former  Kurz- 
weil co-ceo  Bernard  Brad- 
street  was  sentenced  to  33 
months  in  jail  and  ordered  to 
pay  $2.3  million  in  restitution 
for  his  part  in  a  scheme  to 
pump  up  Kurzweil's  revenues 
around  the  time  of  its  1993 
ipo.  Former  sales  exec 
Thomas  Campbell  got  18 
months.  The  tale  was  chroni- 
cled in  business  week's  Sept. 
16  issue. 

ETCETERA... 

■  Coca-Cola  declared  war 
on  PepsiCo's  Mountain  Dew 
with  Surge,  a  new  soft  drink. 
S  British  Airways  sold  its 
25%  stake  in  usAir,  ending 
the  pair's  three-year  alliance. 

■  General  Motors  is  dropping 
its  Geo  brand.  It  plans  to 
market  Geos  as  Chevrolets. 

■  New  Orleans-based  Enter- 
gy is  paying  $2.1  billion  for 
London  Electricity  plc. 
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THE  GOP  SNARLS  AT  THE 
CORPORATE  HAND  THAT  FEEDS  IT 


It  was  a  meeting  of  normally  close  allies.  But  as  the  group 
downed  breakfast  at  a  Capitol  Hill  restaurant  on  Dec.  4, 
the  mood  turned  testy.  While  hitting  up  40  corporate  fund- 
raisers for  his  1998  reelection  bid,  Senator  John  McCain  (R- 
Ariz.)  lashed  out  at  the  political  action  committee  managers 
for  giving  too  much  to  Democratic  campaigns.  When  a  lob- 
byist griped  that  McCain  was  being  hypocriti- 
cal— leaning  on  PACs  while  leading  the  charge 
to  outlaw  them — the  senator  turned  purple  with 
rage.  "It  got  ugly,"  says  one  participant. 

The  blowup  dramatizes  a  bitter  intraparty 
fight  between  Republicans  in  Congress  and  their 
longtime  backers  in  corporate  boardrooms.  Even 
though  business  gave  record  sums  to  the  GOP  for 
the  1996  campaign — an  estimated  $152  million  in 
the  18  months  ended  June  30 — Republican  law- 
makers are  furious  that  Corporate  America 
hedged  its  political  bets  and  gave  one-third  of  its 
cash  to  Democrats.  Moreover,  Big  Business  failed 
to  raise  additional  funds  to  match  a  $35  million 
campaign  by  organized  labor  to  knock  off  GOP 
House  freshmen.  "Our  people  just  can't  under- 
stand why  business  would  continue  to  give  mon- 
ey to  those  who  work  against  their  agenda," 
grouses  Representative  Bill  Paxon  (R-N.Y.), 
head  of  the  GOP's  House  fund-raising  arm  in  '96. 
SOUR  GRAPES?  Some  think  the  GOP  is  just  blow- 
ing off  steam  after  losing  the  White  House.  Still,  " 
insiders  say  Republican  firebrands  want  to  make  an  example 
of  a  few  large  corporations  by  crimping  then-  federal  subsidies 
in  the  name  of  balancing  the  budget.  "They  [corporate  givers] 
need  to  be  hit  over  the  head,"  says  a  lobbyist  with  ties  to 
House  Speaker  Newt  Gingrich  (R-Ga.).  And  Paxon  warns  that 
the  $75  billion  a  year  in  corporate  tax  breaks  and  benefits  is 
"something  we're  going  to  be  looking  at"  in  Congress. 

To  be  sure.  Big  Business  donations  to  the  <  iop  dwarf  labor's 
giving.  The  Center  for  Responsive  Politics,  a  campaign  watch- 


BARBOUR:  Harsh  atta 


clog,  estimates  that  through  June  30  business  contribit 
63%  of  its  $242  million  to  Republicans.  And  any  effort  to  h 
ish  politically  incorrecl  companies  is  risky.  "They're  plajH 
with  fire,"  says  one  veteran  corporate  lobbyist.  "The  next^H 
the  phone  rings,  we're  considering  saying  'No  thank  yovM 
Many  business  pac  managers  say  they  used  to  split  uH 
money  evenly  when  the  Democrats  ruled,  H 
they  shifted  more  to  the  gop  after  its  lH 
takeover  of  Congress.  They  vow  they'll  nofl 
give  100%  to  one  party.  Says  Bruce  E.  ThoH 
son,  chief  Washington  lobbyist  for  Merrill  LwjH 
&  Co:  "We're  a  public  corporation  with  alH 
verse  client  base.  Our  customer's  and  shareh^B 
ers  expect  us  to  have  some  balance  in  our  |H 
tributions."  Still,  Merrill's  pac  gave  70%  ol 
$300,000  in  donations  this  election  to  the  goI 
That's  hardly  refusing  to  "lift  a  finger"|H 
Hill  Republicans,  as  Republican  National  UpM 
mittee  Chairman  Haley  Barbour  charged  I 
harsh  attack  on  the  Business  Roundtable.  SH 
gop  lawmakers  claim  the  roundtable  incluH 
many  of  the  most  disloyal  companies — and  Hp 
fuels  the  talk  of  cutting  such  Big  Business-fri^B 
ly  programs  as  export  promotions  throughHB 
Export-Import  Bank,  support  of  high-tech^B 
search,  and  ethanol  subsidies. 

For  now,  there's  no  indication  either  side! 
"  back  down.  "We're  buying  access,  not  a  polil 
ideology,"  says  one  lobbyist.  But  Paxon 's  successor  as  (J™ 
gop  House  fund-raiser,  Representative  John  Linder  (R-i  yj 
vows  to  continue  singling  out  PACs  that  give  big  to  D( 
crats.  "We're  going  to  track  where  the  money  goes,"  he  s  Wide 
Perhaps  that  will  open  some  corporate  wallets.  But  if  \  y  ( 
line  Republicans  join  liberal  Democrats  in  punishing  Big  I 
ness,  they  may  find  themselves  with  fewer-  business  allies-  S3Di 
less  corporate  cash — when  it's  time  to  run  again  in  1998. 

By  Mary  Beth  R< 


CAPITAL  WRAPUP 


HUNDT'S  FIELD  OF  DREAMS 

►  The  buzz  in  broadcast  circles  is  that 
Federal  Communications  Commission 
Chairman  Reed  E.  Hundt  intends  to 
leave  the  agency  next  year  and  may 
covet  the  vacant  Major  League  Base- 
ball commissioner's  job.  The  FCC  will 
issue  a  final  set  of  rules  for  imple- 
menting the  Telecommunications  Act 
of  1996  in  the  spring,  and  Hundt  could 
well  bolt  soon  after  that.  The  five- 
member  commission  already  has  one 
vacancy.  Hundt  says  he  has  no  plans 
to  leave. 


Ill 


all 
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A  MODERATE  MAGAZINE 

►  Committed  centrists  may  soon  have 
a  political  journal  written  just  for 
them.  Al  From,  president  of  the  mod- 
erate Democratic  Leadership  Council, 
hopes  to  raise  $2.7  million  through  the 
dlc's  nonprofit  research  affiliate,  the 
Progressive  Foundation,  to  launch  a 
monthly  in  1997.  The  Left  has  Mother 
Jones  and  the  Progressive.  The  Right 
has  National  Review  and  Weekly  Stan- 
dard. "Now,  we  need  a  strong  voice 
for  the  vital  center,"  says  dlc  Execu- 
tive Director  Chuck  Alston. 


IS  SANTA  A  DEMOCRAT? 

►  Republicans  don't  need  to  be  as 
concerned  as  Democrats  about 
whether  they've  been  naughty  or  ni 
at  Christmastime.  According  to  a  su 
vey  of  600  Midwestern  adults  by  th 
Lansing  (Mich.)  polling  firm  epic/mr 
56%  of  Republicans  say  they  stoppe 
believing  in  Santa  Claus  by  the  tirw 
they  were  7,  compared  with  41%  of 
Democrats.  Quips  epic/mra  pollster 
Sarpolus:  "Maybe  there's  some  trutl 
to  gop  gripes  that  Democrats  alway 
think  it's  Christmas." 
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.  Some  of  the  best-known  A 
names  in  mutual  funds 
look  up  to  us. 


♦ .  • 
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he  Principal®  family  of  retirement  accounts  has 
y  brilliant  track  record. 
^  independent  rating  company.  Upper 
ytical  Services,  recently  analyzed  mutual  fund 
ies  and  ranked  their  performance, 
ipplying  Upper's  criteria,  our  accounts  out- 
>rmed  fund  families  like  Vanguard,  Fidelity, 
>we  Price,  Franklin/Templeton,  Merrill  Lynch. . 
1  down  the  line! 
)ne  reason  we  out-perform  them 
.t  generally  our  expenses  are  only 
:tion  of  theirs. 

H  The  Principal,  our  focus  is  solely 
ng-term  returns  for  retirement 

401(k)  •  HMO/PPO  •  Mutual  Funds  < 
Life,  Health,  Dental 


and  401(k)  plans.  As  a  result,  we  manage  nearly 
$40  billion  in  retirement  assets  for  33,000  companies 
and  millions  of  employees. 

In  fact,  we  provide  administrative  services  for 
more  401(k)  plans  than  any  bank,  mutual  fund  or 
insurance  company.** 

For  over  100  years.  The  Principal  has  been 
helping  people  get  the  most  out  of  their  money. 

That's  The  Principal  Edge? 
To  learn  more  about  us,  visit  us  at 
http://www.principal.com  on  the 
Internet.  And  if  you'd  like  to  compare 
the  results  of  the  study  for  yourself, 
please  call  1-800-255-6613. 


Financial 
Group 


•  Securities  •  Annuities  •  Home  Mortgages 
and  Disability  Insurance 


©1996  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  IA  50392, 
ing  for  mutual  fund  families  stated  is  based  on  five-year  performance  and  measurement  information  provided  by  Upper  Analytical  Services,  We  applied  like  criteria  to  our  accounts  for  comparison, 
'rincipal  separate  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans.  * '  CFO  magazine,  April/May  1 996,  Senior  Financial  Executive  Ranking , 
jets  and  services  offered  through  Principal  Mutual  Life  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation  (member 
SIPC),  Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


International  Business 


SINGAPORE 


THE  FIGHT  TO  KEEP 
MAKING  SOMETHING' 

Singapore  battles  to  hold  on  to  its  manufacturing  base 


For  months,  the  governments  of  Sin- 
gapore and  Malaysia  waged  a  bid- 
ding war  for  the  mind  and  money  of 
Lim  Huat  Seng.  As  managing  director 
of  Asian  operations  for  Packard  Bell 
NEC  Inc.,  Lim  would  play  a  key  role  in 
deciding  where  the  Sacramento-based 
personal-computer  giant  would  build  a 
2,000-worker  assembly  plant  in  South- 
east Asia.  On  Dec.  10,  Packard  Bell 
gave  the  nod  to  Penang,  Malaysia.  The 
Malaysians  offered  a  sweet  deal,  includ- 
ing leasing  the  land  for 
the  400,000  square-foot 
complex  at  a  mere  $5  per 
square  foot  over  fiO  years. 
Land  in  Singapore,  says 
Lim,  would  be  "40  to  50 
times  more  expensive." 

Losing  the  bid  is  a  sign 
of  the  challenging  new 
times  in  Singapore.  After 
building  itself  into  one  of 
Asia's  favorite  manufac- 
turing and  engineering 
hubs  for  electronics  pow- 
ers ranging  from  Motorola 


and  Hewlett-Packard  to  Sony,  the  metic- 
ulously managed  island  state  is  finding  it 
harder  to  compete  with  lower-cost 
neighbors  for  new  investment.  Packard 
Bell  was  just  one  loss.  The  past  year 
has  also  seen  rival  Malaysia  snare  big- 
ticket  investments  by  Dell  Computer 
Corp.  and  disk-drive  maker  Iomega 
Corp.  Others,  such  as  IBM  and  Taiwan's 
Acer  Inc..  have  opted  for  Thailand  and 
the  Philippines. 

Singapore  isn't  throwing  in  the  towel. 


It  is  pouring  billions  intl 
search-and-developmentl 
jects,  stepping  up  effort 
boost  local  industry,  | 
sweetening  incentives 
multinationals  to  lure 
end  electronics  produc 
The  reason  is  that  electr 
remain  vital  to  the  econ 
Such  products  as  sem: 
ductors,  computers,  and 
drives  account  for  70' 
Singapore's  $60  billio 
nonoil  exports.  Multin 
als  account  for  the  vast 
of  that  output.  Even  th 
a  global  electronics  s 
slashed  Singapore's  e: 
growth  to  4%  this  yea: 
14%  in  1995  and  23%  in 
planners  are  counting 
strong  rebound  next  ye 
get  the  economy  bac' 
track. 

STAY  IN  THE  GAME.  What's  more 
emment  officials  are  determined  to 
vent  rising  costs  from  decimating 
manufacturing  base.  This  alreadj 
happened  in  Tiger  economies  sue 
Hong  Kong,  where  production  has 
ed  to  China.  So  while  the  govemmt 
Prime  Minister  Goh  Chok  Tong  cc 
ues  to  proclaim  that  Singapore's  fi 
lies  in  knowledge  industries  such 
nancial  services  and  communicatio 
is  looking  to  manufacturing  for  at  k- 
quarter  of  gross  domestic  produc 
employment.  "We  still  want  to 
something,"  says  Ho  Meng  Kit,  m 
ing  director  of  Singapore's  Ecor 
Development  Board,  the  agency  ch 
with  promoting  industry.  "We 
want  to  be  just  shuffling  papers." 

To  stay  in  the  game,  Singapo  npan 
stepping  up  its  industrial  subsidi( 
September,  the  government  annoi  fe 
it  will  pump  $2.85  billion  over  the 
five  years  into  science  and  techn 
development,  including  research  g 
to  multinationals.  Singapore  rec 
helped  fund  a  $51  million  research 


live 
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AS  SINGAPORE  STALLS 
IN  ELECTRONS... 

►  Slumping  global  demand  has  slashed  the 
value  of  its  electronics  exports  this  year 


...IT'S  LOOKING 
FOR  WAYS  TO  RECOUP 

►  Stepping  up  subsidies  for  joint  researc 
projects  with  multinationals  to  strengthe 


Prospects  for  its  local  high-tech  compa-      its  role  as  an  engineering  center 


nies  are  dimming  as  they  are  outmaneuvered 
in  overseas  markets 

►  Its  high  wage  and  land  costs  have  multi- 
nationals looking  to  Malaysia,  Thailand,  and 
the  Philippines  for  new  investment 


►  Launching  various  programs  to  assist 
development  of  indigenous  electronics  fi 

►  Using  its  own  wealth  to  finance  ventut 
in  capital-intensive  sectors  such  as  sem 
conductors 


DATA  BUSINESS  WEEK 


ppeel 
s  la 
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lopment  facility  by  Sony's  preci- 
engineering  unit  to  develop  infor- 
on  technology  components.  Last 
;h,  Lucent  Technologies  received  a 
t  for  a  new  business  communica- 
r&d  center. 

ngapore's  first-rate  facilities  and 
ortive  bureaucracy  are  still  luring 
■?tments,  too.  Compaq  Computer 
|  recently  finished  a  $100  million 
nsion  of  its  six-year-old  PC  plant, 
lovember,  3Com  Corp.  announced 
)  million  manufacturing,  testing,  and 
ing  facility  for  computer  networking 
jment. 

>H  GOING.  In  semiconductors,  Sin- 
re  has  carved  out  a  role  as  a  chip- 
mbly  site  and  producer  of  silicon 
:rs.  Thanks  to  the  government's 
coffers,  which  include  $75  billion  in 
sm  resei-ves,  it  has  helped  fund  ven- 
^  with  the  likes  of  Texas  Instru- 
1  Inc.  and  Canon  Inc.  and  is  trying 
re  up  to  20  more  wafer-fabrication 
is. 

tiother  government  strategy  is  to 
lote  local  companies.  But  so  far,  the 
rd  is  mixed.  Goidtron  Ltd.,  which 
;ing  out  supplying  components  to 
drive  makers,  has  come  out  with  its 
line  of  communications  devices.  But 
going  has  been  tough.  Profits 
ped  10%,  to  $16.5  million,  in  1994  on 
;  of  $400  million.  And  with  1995  re- 
expected  to  be  no  better,  Goidtron 
k  is  languishing.  Says  Executive 
irman  S.  K.  Ong:  "It's  a  painful 
ess." 

le  plight  of  Singapore's  computer- 
pherals  makers  underscores  the 
Jem.  Creative  Technology  Ltd.  and 
;ch  Systems  Ltd.  have  ranked  as 
world's  biggest  makers  of  sound 
on  boards,  but  both  stumbled.  One 
on:  Customers  who  used  to  buy 
i  Singapore,  such  as  big  Taiwanese 
."ompanies,  now  make  their  own 
imedia  circuit  boards.  Among  local 
nakers,  IPC  Corp.  has  scaled  back 
s  to  market  its  own  brand  after  big 
M  in  the  U.  S.  and  Australia.  "It's 
:ult  to  be  a  middle  player,"  says  Ja- 
lan  Menon,  a  Singapore-based  ana- 
with  Dataquest  Inc. 
o  Singapore's  electronics  sector  re- 
us dependent  on  multinationals. 
ie  analysts  think  the  government  is 
;ing  a  losing  battle.  "Why  does  Sin- 
)re  need  to  manufacture  anything?" 
<  Booz,  Allen  &  Hamilton  consultant 
ert  C.  Moeller,  who  thinks  there  is 
ty  of  potential  in  services.  But  to 
y  officials,  remaining  a  manufactur- 
power  is  a  matter  of  sovereignty, 
future  may  be  in  services.  But  for 
,  Singapore  is  determined  to  keep 
ding  things. 

■y  Bruce  Einkorn  in  Singapore,  with 
•ert  D.  Hof  in  San  Francisco 


SOUTH  KOREA 


WHILE  THOMSON  BLEEDS, 
DAEWOO  WAITS 

The  Korean  TV  maker  still  wants  a  deal,  but  time  is  short 


On  a  cold  early-December  night  in 
Seoul,  Daewoo  Electronics  Chair- 
man Bae  Soon-Hun  finished  dinner 
and  flicked  on  the  TV.  He  could  relax: 
Prospects  for  his  company,  the  third- 
ranked  South  Korean  electronics  maker, 
were  bright.  Six  weeks  earlier,  the 
French  government  had  approved  Dae- 
woo's bid  to  take  over  Thomson  Multi- 
media, the  consumer  electronics  arm  of 
state-run  defense  and  electronics  giant 


Thomson.  The  acquisition  would 
give  Daewoo  the  famed  RCA 
brand  and  make  Bae  head  of  the  It  the  process 


as  many  expect,  the  process  drags  out 
until  after  parliamentary  elections  in 
spring,  1998,  "there  won't  be  a  tmm  left 
to  privatize,"  Bae  warns.  With  its  main 
tv  and  vcr  businesses  losing  money, 
and  its  decoders  for  satellite  TV  facing- 
price  competition,  analysts  expect  tmm 
to  lose  more  than  $572  million  in  1996. 

Plans  to  shut  down  eight  or  nine  fac- 
tories over  the  next  18  months — includ- 
ing tmm's  big  Indiana  TV  plant  and  Sin- 
gapore vcr  plant — won't 
be  enough  to  resurrect  the 
bottom  line.  The  biggest 
money-losers  are  French 
factories  that  aren't  on  the 
chopping  block. 
TECH  TRICK.  The  govern- 
ment's Oct.  17  decision  to 
sell  tmm  to  Daewoo  was 
reversed  on  Dec.  4  by  an 
independent  privatization 
commission  that  railed 
against  transferring  to  for- 
eign hands  digital  tech- 
nologies developed  with 
public  subsidies.  The  argu- 
ment was  disingenuous: 
All  of  tmm's  key  technolo- 
gies— in  digital  compres- 
sion, liquid-crystal  displays, 
and  semiconductors — were 
to  be  held  in  joint  ven- 
tures controlled  by 
France's  Lagardere  Group. 
Lagardere  was  chosen  to 
take  over  Thomson  csf, 


CHAIRMAN  BAE 


world's  biggest  tv  manufacturer,  drags  Oil  too  long,  tne  defense  company  that 


But  then  Bae's  secretary  called 


he  warns,  "there 


with  shocking  news:  French  me 
dia  were  reporting  the  deal  was  WOn  t  be  a  TMM 
off.  "I  couldn't  really  understand  left  to  privatize" 
why,"  Bae  told  business  week. 
"I  presumed  it  was  only  a  suspension, 
not  a  revocation." 

Daewoo,  hungry  for  a  brand  name 
and  high  technology,  still  hopes  to  ac- 
quire the  French  company.  And  Paris, 
worried  about  damaged  relations  with 
Seoul,  hasn't  precluded  Daewoo  from 
bidding  again.  But  as  details  emerge  of 
French  plans  to  recapitalize  and  re- 
structure tmm,  Daewoo  reckons  that 
chances  of  a  takeover — by  anyone — are 
receding. 

That  could  be  a  big  loss  for  France  as 
well  as  for  Daewoo,  tmm  is  bleeding  red 
ink,  much  more  than  the  government's 
$2  billion  rehabilitation  plan  can  stem.  If, 


will   be   split   off  from 
Thomson,   tmm's  digital 
technology  was  developed 
in  the  U.  S.,  not  France. 
Without  tmm,  it  will  be 
difficult  for  Daewoo  to  achieve  its  plan 
to  expand  sales  to  $10  billion  in  2000,  up 
from  $4  billion  in  1995.  To  compete  in 
the  big  U.  S.  and  European  markets, 
tmm's  famous  brands  hold  the  key. 

Before  Paris  spells  out  new  bidding 
procedures,  it  needs  time  for  the  public 
uproar  to  subside.  But  meantime,  Dae- 
woo is  strategically  stuck.  "They  can't 
really  make  plans,  yet  the  industry  is 
changing  quite  rapidly,"  says  Rhee  Jae 
Ho,  an  analyst  at  S.  G.  Warburg  Securi- 
ties Ltd.  in  Seoul.  Unless  Paris  changes 
heart,  both  parties  can  only  lose. 

By  Steven  V.  Brull  in  Tokyo,  with 
Mia  Trinephi  in  Paris 


International  Business 


JAPAN 


ONE  BIG  BANG 

FOR  INSURERS  IN  JAPAN 

Deregulation  could  mean  better  days-for  U.S.  companies 


It's  one  trade  issue  the  U. S.  really 
pushed  hard.  As  the  long-running 
U.  S. -Japan  insurance  talks  hit  a 
crescendo  earlier  this  month,  Tokyo 
diplomats  even  dubbed  acting  U.  S. 
Trade  Representative  Charlene  Barshef- 
sky  the  "dragon  lady."  The  last-minute 
resolution  unveiled  on  Dec.  15  may  have 
been  worth  the  effort.  Unlike  the  re- 
cent run  of  vague  bilateral  trade  pacts, 
Clinton's  team  might  justifiably  put  this 
one  in  the  win  column. 

After  months  of  stonewalling,  Japan- 
ese Finance  Minister  Hiroshi  Mitsuzuka 
stunned  Washington  trade  warriors  by 
agreeing  to  liberalize  the  pricing  of  auto 
and  commercial  fire  insurance  and 
streamline  new-product  approvals 
(table).  The  package  gives  such  U.S. 
insurers  as  CIGNA  Corp.  and  American 
International  Group  Inc.  (aig)  a  shot  at 


a  bigger  slice  of  Japan's  $340  billion  in- 
surance market. 

It's  also  sure  to  trigger  a  bruising 
shakeout  among  Japanese  life  and  prop- 
erty insurers,  which  have  relied  on  reg- 
ulated premium  rates  and  cozy  ties  to 
the  Ministry  of  Finance  to  mask  their 
bloated  cost  structures,  weak  balance 
sheets,  and  dismal  investment  skills. 
Small  wonder  that  Japanese  executives 
reacted  angrily.  "These  negotiations 
have  been  absurd,"  fumed  Takeo  Ino- 
guchi,  president  of  Mitsui  Marine  &  Fire 
Insurance  Co. 

NEW  PRIORITIES.  Perhaps.  Yet  in  some 
respects,  so  are  Japanese  insurance  pre- 
miums. Take  auto  insurance.  Premium 
prices  are  pretty  much  set  by  industry- 
controlled  "rating  associations."  That 
means  younger  drivers  with  convertibles, 
who  are  presumably  higher  insurance 


risks,  don't  pay 
much  more 
than  those  with 
established  chiv- 
ing records.  The 
lack  of  compe- 
tition explains 
why  auto  insur- 
ance costs  25% 
more  on  average 
than  in  the  U.  S. 

The  mof  never 
had  much  incentive 
to  dismantle  Japan's 
rigged  insurance  market. 
It  effectively  subsidized  in 
surers  by  rubber-stamping  pro- 
posed premium  increases.  In  return, 
it  could  "advise"  insurers  to  steer  th  \ 
vast  financial  assets  into  Japanese  g 
eminent  bonds  or  other  sectors  of  f 
economy  in  need  of  capital. 

However,  priorities  changed  wl  <• 
Prime  Minister  Ryutaro  Hashimoto 
cently  staked  his  political  future  on 
"Big  Bang"  package  to  overhaul  JapE  - 
financial  markets  by  2001.  The  MC 
determination  to  protect  insurers  "b;  fi 
cally  collapsed  because  of  the  Big  Bar 
says  one  Washington  trade  lawyer. 

Heavy  lobbying  by  U.  S.  insure 


pur 


A  self-luminating  sphere  with  an  apparent  angular 
diameter  of  32'  04"  Radiates  energy  upon  the  earth's 
surface*at  approximately  1.5  horsepower  per  sq.yd. 


A  24ppm  network  printer  with  multiple  output 
destinations. Transmits  data  for  multiple  sets  one  time  to 
reduce  network  traffic.  Staples,  collates  and  duplexes 
through  software  installed  on  your  PC.  For  more  information 
about  the  HP  LaserJet  5Si  Mopier  call  1-800-LASERJET 
ext.  2249,  or  log  on  at  www.hp.com/go/mopier. 


Built  by  engineers. 


Changing  the  Insurance  Industry 


AUTOS 


Uniform  rates  will  be 
replaced,  starting  in 
September,  1997,  by 
variable  rates  reflecting  such 
risks  as  age,  driving  record, 
and  type  of  vehicle 


More  discounting  on  big 
policies  will  be  allowed,  with 
full  deregulation  by  1998 


CANCER 


Lifting  the  ban  on  Japanese 
life  insurers  competing  in 
market  that's  dominated  by 
foreign  insurers  is  delayed 
until  2001 


NEW  PRODUCTS 


The  Ministry  of  Finance 
agrees  to  approve  appli- 
cations for  new  insurance 
products  within  90  days 


h,  also  played  a  role.  With  little  hi- 
re to  take  on  entrenched  Japanese 
surers,  American  rivals  have  been 
ated  to  niche  segments  such  as 
eas  travel  and  cancer  insurance, 
re  lucrative  markets,  but  only  3.5% 
;  game.  That  kind  of  market  share 
linuscule  compared  to  any  other 
*  country,"  figures  aig  Chairman 
ice  R.  Greenberg. 
few  weeks  ago,  even  that  slim 
looked  dicey.  The  mof  had  wanted 
mediately  ease  rules  on  big  insur- 
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ers  moving  into  boutique  lines  such  as 
travel  insurance  as  part  of  any  deal. 
The  U.  S.  vowed  to  impose  sanctions, 
as  that  would  violate  a  1994  deal  to 
open  up  mainstream  segments  such  as 
auto  insurance  first.  "We  feared  they 
would  open  up  our  sector  to  everyone 
else  and  not  open  some  other  area  to 
us,"  says  Daniel  P.  Amos,  chief  execu- 
tive of  Columbus  (Ga.)-based  aflac  Inc., 
which  now  writes  90%  of  Japan's  cancer 
insurance. 

Tine  deregulation  will  mean  a  crash 


diet  for  Japan's  insurers. 
Insurance-agent  over- 
head in  Japan,  for  in- 
stance, eats  up  some 
20%  of  premium  costs, 
vs.  10%  in  the  U.S. 
What's  more,  Japanese 
insurers  are  far  less 
adept  at  calculating  in- 
surance risks  or  getting 
decent  investment  re- 
turns on  their  assets. 

With  the  Big  Bang- 
echoing  loudly  in  finan- 
cial circles,  the  latest 
agreement  with  Wash- 
ington will  be  a  wake- 
up  call  for  Japan's  lum- 
beiing  insurers.  Faced  with  the  prospect 
of  battling  among  themselves  and  with 
savvy  foreign  competitors,  the  insurers 
will  have  to  slim  down  fast  to  survive  in 
a  newly  deregulated  market.  Their  suc- 
cess at  coping  will  reveal  more  than 
whether  a  rich  and  coddled  industry 
can  adapt  to  sudden  change.  It  will  also 
be  an  acid  test  for  Hashimoto's  ideas 
on  reforming  the  entire  economy. 

By  Brian  Bremner  in  Tokyo  and 
Amy  Bomis  in  Washington,  uith  Nicole 
Harris  in  Atlanta 


Used  by  normal  people. 
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BRITAIN 


IF  ANYONE  CAN  GIVE  VOLVO 
A  RACY  IMAGE,  HE  CAN 

Ex-racing  champ  Tom  Walkinshaw  is  a  hot  new-car  developer 


Visitors  to  the  January  auto  show  in 
Detroit  will  get  a  look  at  a  sporty 
eonvertible  bearing  the  Volvo  name- 
plate.  It  is  part  of  the  Swedish  compa- 
ny's new  high-priced  C70  line,  which 
also  includes  a  coupe.  Despite  the  im- 
portance of  these  cars  to  Volvo's  plans 
to  charge  up  its  stodgy  image,  it  called 
upon  an  outsider  to  do  much  of  the  de- 
velopment work. 

The  keys  to  the  C70  belong  to  50- 
year-old  Tom  Walkinshaw.  Like  Roger 
S.  Penske  in  the  U.  S..  the  hard-charg- 
ing Scotsman  is  a  former  race  car  driver 
turned  entrepreneur.  Walkinshaw  is  cur- 


rently big  in  Formula  One  racing,  and 
his  major  business  venture  is  an  auto 
design  and  manufactiuing  company,  twr 
Group  Ltd.  In  its  biggest  deal  to  date. 
twr  is  assembling  the  CTOs  in  a  joint 
venture  with  Volvo  in  Sweden.  The 
coupe  will  be  in  showrooms  in  the  L*.  S.. 
Japan,  and  Sweden  this  spring.  "Twr 
started  as  one  of  the  many  small  engi- 
neering firms  in  Britain."  says  D.  Garel 
Rhys,  head  of  the  Center  for  Automo- 
tive Industry  Research  at  Cardiff  Busi- 
ness School.  "They  have  managed  to 
shoulder  themselves  onto  center  stage." 
This  is  headv  stuff  for  a  farm  bov 


Tom  Walkinshaw's  Fast  Track 


ROADMASTER 

Racing  driver  for  17 
years:  has  run  racing 
programs  for  Jaguar, 
Volvo,  and  Benetton. 
Owns  the  Arrows  For- 
mula One  team  led  by 
champion  Damon  Hill. 


ENTREPRENEUR 

Holds  51%  of  the 
$400  million  TWR 
Group  as  well  as 
51%  of  Auto  Nova, 
joint  venture  with 
Volvo  to  build  the 
sporty  070. 


CAR  DESIGNER 

Creations  include  top- 
selling  Aston  Martin 
DB7  coupe,  the 
$600,000  special 
edition  Jaguar  XJ220, 
and  Volvo's  new  C70 
coupe  and  convertible. 


WALKINSHAW:  "It's  all  about 
whether  it's  motor  racing  or  busin 

who  got  the  racing  bug  tinkering 
tractors.  Walkinshaw  raced  for  Yi 
most  successfully  in  modified  pr~ 
tion  cars,  winning  the  British  and 
ropean  Touring  Car  Champions" 
Since  he  stopped  driving  in  1986. 
originally  a  company  that  soupe 
road  cars  for  racing,  has  expanded 
Walkinshaw  owns  51%  of  twr, 
Italy's  Benetton  family  owns  the 
JAZZED  UP.  Walkinshaw's  big  I 
came  through  Jaguar  Cars  Ltd., 
racing  program  he  ran  for  10 
winning  such  prestigious  races 
24  Hours  of  Le  Mans.  That  relatkr 
blossomed  into  a  joint  venture  to 
duce  hot  cars,  topped  by  the  s 
Jaguar  XJ220.  priced  at  $600,000 
introduced  in  1992.  His  next  coup 
turnaround  car  for  troubled  Aston 
tin  LaGonda  Ltd.  Walkinshaw  desi 
the  elegant  DB7.  which  came  out 
1994  and  sells  for  S136.0O0  in  Bri 
"The  DB7  program  was  completely 
cessful."  says  Walter  Hayes,  the  for 
chairman  who  brought  in  Walkins 
"That  partnership  effectively  save 
ton  Martin."  The  DB7  is  now  the 
pany's  fastest-selling  car  ever. 

About  the  same  time.  Volvo  look 
Walkinshaw  for  help  in  jazzing  u 
image.  It  signed  him  on  to  start 
racing  program  in  Britain.  Wa 
souped  up  the  engine  and  chassis  o 
Volvo  850  sedan  and  station  wago 
racing,  and  Volvo  considers  the  pro 
a  big  success.  The  company  has 
incorporated  some  of  his  improvemi 
in  a  new  production  version  knowB 
the  850  R.  Going  a  step  further.  \p 
asked  Walkinshaw  to  help  design  a 
er  car  to  attract  younger  buyers. 

The  result  is  the  C70.  which  is  h 
on  the  Volvo  850  platform.  The 
be  built  by  AutoXova.  a  joint  vent 
which  twr  holds  a  51%  stake.  The 
ture  plans  to  turn  out  20.000  cars  a 
by  1998  at  Volvo's  formerly  idle  pi 
Uddevalla.  Sweden.  Production  o 
coupe  will  begin  early  next  year  an 


VOLVO  C70:  Hitting  the  road  this  sprin 


S7  FIND  THE  GREAT  THING  IN  THIS  WORLD 
I  NOT  SO  MUCH  WHERE  WE  STAND,  AS  IN  WHAT  DIRECTION  WE  ARE  MOVING.  -Oliver Wen<iell Holmes, Jr 


T  A  H  O  E 
LIRE  A  ROCK 


IE 


IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund 

one  of  our  most  conservative  stock 
funds,  has  consistently  outperformed 
its  Lipper  Category  Average.  To  seek 
substantial  income  and  long-term 
capital  growth  with  less  risk,  the  fund 
invests  in  dividend- paying  stocks  of 
established  companies. 

As  with  any  stock  fund,  there 
will  be  price  fluctuation.  Minimum 
investment  is  $2,500  ($1,000  for  IRAsl. 
No  sales  charges. 


Average  Annual  Total  Returns 

as  of  9/30/96" 
■   Equity  Income  Fund 
I  Lipper  Equity  Income  Funds  Average 

20.47% 

1 16.83%  16.28% 


14.39% 


11.42% 


1  year 


5  years  10  years 


Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-6592 


Invest  With  Confidence 

T.RoweRice 


cm 
-Ik 


Source:  Lipper  Analytical  Services.  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital 
gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption 
than  at  original  purchase  Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before 
investing  T.  Rowe  Price  Investment  Services.  Inc  .  Distributor   hiki^-k^ 


Arthur  Andersen's 

Global  Conference  for  Business  Executives  and  Educators 
LEARNING  FOR  THE  21st  CENTURY 

April  9  -11, 1997,  St.  Charles,  Illinois 


Understand  the  co-evolution  of  schools,  higher-education  and 
business  training  toward  a  self-directed,  life-long  learning  system. 

Interact  with  thought  leaders: 

•  Peter  Drucker  -  Father  of  Modern  Management 

•  Morton  Egol  -  Director  of  Arthur  Andersen's  School  of  the  Future 

•  Charles  Handy  -  Author  of  The  Age  of  Paradox 

•  Peter  Senge  -  Author  of  The  Fifth  Discipline 

•  Hirotaka  Takeuchi  -  Author  of  The  Knowledge-Creating  Company 

•  Margaret  Wheatley  -  Author  of  Leadership  and  the  New  Science 

•  Benjamin  Zander  -  Conductor  of  the  Boston  Philharmonic  Orchestra 

Visit  the  Arthur  Andersen  Community  Learning  Center 

via  interactive  videoconference  with  facilitators  and  learners.  This  modem 
version  of  the  one-room  schoolhouse  for  multiage,  self-directed  learners  is 
evolving  towards  a  learning  environment  for  all  ages. 

Participate  in  workshops  on  Global  Best  Practices  tor  learning  in 
schools,  higher-education  and  business. 

For  registration  information,  call  630-444-4987 
or  fax  your  address  to  630-444-4975 


cabriolet  in  late  1997.  Production  a 
rise  to  40,000,  which  would  put  twr  t 
par  with  Jaguar  and  Porsche.  "Volv 
entrusting  a  fail'  portion  of  their  imag 
Walkinshaw  and  this  joint  venture,"  i 
John  Lawson,  auto  analyst  for  Saloi 
Brothers  Inc.  in  London. 
WALNUT  VENEER.  Assembling  C70s 
big  jump  from  twr's  previous  outpi 
some  7,000  cars  a  year,  mostly  thri 
a  joint  venture  with  General  Mo' 
Corp.  in  Australia.  It  helps  that  Ai 
Nova,  which  has  so  far  cost  the  part 
about  $50  million,  relies  heavily  on 
ployees  brought  over  from  Volvo. 

But  the  big  test  of  the  C70  is  sti 
come — will  it  sell?  The  coupe,  show 
the  Paris  auto  show  in  October,  pie 
the  motoring  press.  Volvo  has  not 
nounced  the  sticker  price,  but  anal . 
expect  the  coupe,  with  its  leather  s 
and  walnut  veneer,  to  cost  about  $4( 
in  the  U.  S.  "There  is  a  lot  of  com] 
tion  out  there  for  sporty  image 
with  similar  price  tags,"  says  Lawf? 

Walkinshaw  recently  moved  twr 
$25  million,  35-acre  headquarters  id 
Cotswold  Hills  in  Leafield.  Oxfords] 
where  he  has  room  to  expand  the  <| 
pany's  engineering  and  manufactu) 
facilities.  That's  where  he  will  asq 
ble  Formula  One  cars  for  his  n 
quired  Arrows  racing  team.  He  bo 
a  51%  stake  and  has  already  broug! 
world  champion  driver  Damon  Hi  i»m 
a  bid  to  make  the  team  a  whft 
Walkinshaw  also  owns  a  controllin; 
terest  in  Ixion  Motor  Group  Lti 
British  network  of  19  car  dealers 
including  Jaguar,  Volvo,  Mazda, 
Skoda.  His  companies  posted  total 
its  of  $7.4  million  last  year,  and  he  e 
the  Swedish  venture  will  double  hi 
nual  sales,  to  $825  million. 

In  racing  and  business,  WaLkins! 
known  as  a  tough  competitor.  Stil 
sociates  say,  he  takes  a  cautiou: 
proach  in  business.  "He  always  nj 
sure  that  the  ground  is  secure  befoi 
puts  his  full  weight  down,"  says 
For  this  reason,  Walkinshaw  has  n 
sire  to  build  a  car  bearing  his 
name:  "I  much  prefer  modest  pi 
with  the  risk  being  someone  else's 

To  Walkinshaw,  who  is  married 
two  sons  and  lives  on  a  farm  abo 
miles  from  the  new  twr  headquai 
doing  business  deals  is  like  racing, 
an  enormous  buzz,"  he  says.  Wh 
comes  down  to  it,  only  one  thing 
ters:  "It's  all  about  winning,  wto 
it's  motor  racing  or  business;  you 
to  deliver."  So  far,  Walkinshaw  is  lo 
like  a  champion  all  over  again. 

By  Heidi  Dc 
in  Leafield,  Em 
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Janus  Funds 
networth.galt.com/janus 
Kingston  Technology 

www.kingston.com/ 
bw.htm 

Kinko's  Corporate 

www.kinkos.com 
Kodak 

www.kodak.com/ 
Lawson  Software 
www.Lawson.com 
Lexus 

vvww.lexususa.com 
Lincoln-Mercury 
www.lincolnmercury.com 
Lotus 

www.lotus.com 
Lucent  Technologies 
www.lucent.com 
Mail  Boxes  Etc. 

www.mbe.com 


MCI 

www.mci.com 

Mercedes-Benz 

www.usa.mercedes-benz.com 

Merrill  Lynch 

www.ml.com/ 

Microsoft 

www.microsoft.com/ 

MicroSolutions 

www.micro-solutions.com 

Mississippi  Department  of 

Economic  Development 

www.mississippi.ort; 

NCR 

www.ncr.com 
Netcom  On-Line 
Communication  Services 

www.netcom.com 
Norfolk  Southern 
www.nscorp.com 
Novell 

www.novell.com 
Ohio  Department  of 
Development 

www.ohiobiz.com 
Okidata 

www.okidata.com 

Omron  Corp./North  America 

www.omron.co.jp 

Open  Market 

www.openmarket.com 

Oracle  Corporation 

www.oracle.com 

Origin 

www.origin.nl/ 
PageNet 

www.pagenet.com 

Palm  Computing 

A  division  of  U.S.  Robotics 

www.  usr.  com/ pal  m 

PeopleSoft 

www.peoplesoft.com 

The  Principal  Financial  Group 

www.principal.com 

Praxair 

www.praxair.com 

PSINet 

www.psi.net/ 

QUALCOMM 

www.qualcomm/com/cdma/ 

Raytheon 

www.raytheon.com 

Republic  National  Bank 

www.rnb.com 


Roberts  Express,  Inc. 

www.roberts.com 
Saab 

www.saabusa.com 
SAP 

www.sap.com 

SAS  Institute 

www.sas.com/ 

Charles  Schwab 

www.schwab.com 

Sequent  Computer  Systems 

www.sequent.com 

Sharp 

www.sharp-usa.com/ products/ 

notebook/nbsplash.html 

Siemens 

www.siemens.com 
Silicon  Graphics 
www.sgi.com 
SkyTef 

www.skytel.com 
Sprint 

www.sprint.com 

StorageTek 

www.stortek.com 

Sun  Microsystems 

www.sun.com 

Swissair 

www.swissair.com 
Sybase 

www.sybase.com 
Symantec 
www.symantec.com 
Texas  Instruments 

www.ti.com 

Toshiba  America  Information 
Systems 

www.toshiba.com 
Toyota  Motors 
www.toyota.com 
T.  Rowe  Price 

www.troweprice.com 
Unisys 

www.unisys.com 
United  Airlines 

www.ual.com 
UPS 

www.ups.com 

U.S.  Robotics 

www.usr.com 

The  Vanguard  Group 

www.vanguard.com 

Wonderware  Corporation 

www.wnnderware.com 


Want  financial  software  solutions 
that  provide  faster  access  to 
information,  exploit  the  Internet, 
leverage  object  technology, 
and  adapt  to  relentless  change ... 
worldwide?  _ 


Flexilnternational  Software 


http://www.  flexL  com 


UNITED  STATES 
POSTAL  SERVICE,. 

D/verslty  Prograrm/D4versfty  Development 


At  the  United  States  Postal  Servic 
we  believe  preventing  sexual  harassme  . 
starts  by  treating  people  with  the 
respect  they  deserve.  it  means  setti 
a  higher  standard  of  professional 
behavior  to  make  our  community  a  bet1 
place  to  work  and  live. 
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ED  BY  JOHN  TEMPLEMAN 


HY  WASHINGTON  IS  COURTING 
UNA'S  GENERALS 


rging  a  new  strategic  relationship  with  China  is  a  key 
)reign  policy  priority  for  President  Clinton's  second 
jrm.  Even  before  the  new  Cabinet  is  sworn  in,  the  Ad- 
tration  has  taken  another  crucial  step  down  what's  like- 
be  a  long  and  tortuous  road.  The  two-week  visit  to  the 
of  Chinese  Defense  Minister  Chi  Haotian  that  ended  on 
19  was  the  first  by  a  top  military  official  since  the 
nmen  Square  massacre  in  1989. 

.shington's  new  tactic  is  to  involve  the  politically  pow- 
Chinese  military  in  a  wide  range  of  confidence-building 
ties.  The  trick  for  the  U.  S.  is  to  engage  the  Chinese 
als  early,  before  China  becomes  the 
power  it  aspires  to  be.  "Will  they  be 
?at?"  says  one  Western  military  an- 
"Yes.  But  we  can  influence  their 
ions."  Chi,  chief  of  the  army  gener- 
ff  during  Tiananmen,  was  escorted 
d  U.  S.  installations  from  Norfolk, 
}  Honolulu  to  show  how  transparent 
I.  S.  military  is.  The  hope  is  that 
<ur  will  engender  reciprocal  behavior 
secretive  China. 

i  ALLEY?  Chi's  visit  has  paved  the 
for  regular  high-level  exchanges, 
vited  Chairman  of  the  Joint  Chiefs  of  Staff  John  M. 
■cashvili  to  go  to  Beijing  next  year.  The  U.  S.  and 
,  are  discussing  several  naval  agreements.  One  aims 
oiding  accidental  naval  clashes — a  move  needed  as 
,  develops  a  blue-water  navy.  Another  might  bring 
se  naval  vessels  on  visits  to  U.  S.  West  Coast  bases  for 
rst  time. 

I  critics  contend  that  the  Administration's  approach 
lead  up  a  blind  alley.  "We  probably  give  too  much,  are 
•dent  in  our  pursuit,  without  a  clear  idea  of  what  we 
'  says  an  Asian  security  expert  in  Washington.  "Dialogue 
ij  but  for  what  purpose?"  The  minimum  return  for  the 
in  this  view,  should  be  a  clear  understanding  of  China's 
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long-term  strategic  goals,  as  well  as  definite  results  on  issues 
from  North  Korea  to  nonproliferation  in  the  Middle  East. 

For  now,  mutual  suspicion  abounds.  China  is  angered  by 
U.  S.  arms  sales  to  Taiwan.  It  also  is  deeply  upset  over 
the  U.  S.-Japan  security  arrangement  signed  last  April.  Bei- 
jing feels  the  agreement  encourages  its  historical  enemy, 
Japan,  to  play  a  larger  military  role  in  the  region,  with 
the  aim  of  containing  China.  For  its  part,  the  U.  S.  wants 
China  to  stop  arms  sales  to  pariah  regimes  in  Iran  and 
Syria  and  halt  nuclear  technology  sales  to  Pakistan.  And  it 
is  carefully  monitoring  the  Chinese  military  buildup  as  Bei- 
jing "acquires  high-tech  weapons  at  low 
prices"  from  the  Russians,  says  a  West- 
ern diplomat  in  Beijing. 
BALLOONING  BUDGET.  China's  ability  to 
project  military  power  is  still  limited. 
But  already,  it  has  the  world's  largest 
army  and  the  third-largest  nuclear  ar- 
senal. Chinese  officials  predict  the  coun- 
try will  become  a  regional  power  by  2012 
and  a  world  power  by  2049.  Its  air  force 
started  upgrading  with  the  1992  pur- 
chase of  a  squadron  of  24  SU-27  jet 
"  fighters  from  Russia.  Other  deals  could 
follow  as  early  as  late  December,  when  Premier  Li  Peng  vis- 
its Moscow.  Meanwhile,  China's  militaiy  budget,  estimated  at 
more  than  $24  billion  a  year,  is  set  to  grow  at  a  fast  10%  to 
12%  annual  rate. 

That  means  Washington  must  broaden  its  engagement 
with  China.  The  U.  S.  needs  urgently  to  push  for  top-level  po- 
litical dialogue  to  deal  with  the  region's  problems.  That  should 
start  when  Vice-President  Al  Gore  visits  Beijing  in  the  spring 
and  Chinese  President  Jiang  Zemin  comes  to  Washington  in 
the  fall.  By  then,  the  Clinton  Administration  must  have 
drawn  up  a  coherent  road  map  for  its  relations  with  China. 

By  Joyce  Barnathan  in  Beijing,  with  Mark  L.  Clifford  in 
Hong  Kong  and  Amy  Borrus  in  Washington 
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iSIAN  BUDGET  WOES 

resident  Boris  Yeltsin  may  be 
vering,  but  Russia's  finances  look 
sicker.  Yeltsin's  team  is  making 
radictory  promises  in  order  to 
e  its  '97  budget  through  the  Com- 
ist-dominated  Duma.  While  ear- 
ning $12  billion  for  overdue  wages 
pensions  and  adding  $6.3  billion 
jw  handouts  to  ailing  industries 
regional  governments,  they  claim 
nit  the  deficit  to  3.5%  of  gdp. 
juaring  the  fiscal  circle  requires 
■eceipts  to  soar  by  one-third,  to 


16%  of  gdp.  Even  if  Yeltsin  continues 
a  crackdown  on  deadbeats,  analysts 
doubt  he  will  get  the  needed  revenues. 
So  the  mountain  of  overdue  payments 
may  grow  rather  than  shrink. 

AUSTRIA'S  COALITION  TOTTERS 

►  Renewed  efforts  to  privatize 
Creditanstalt-Bankverein,  Austria's 
second-largest  bank,  are  threatening 
to  bring  down  the  country's  year-old 
coalition  government.  A  $1.5  billion 
bid  from  its  rival,  Bank  Austria,  is 
favored  by  Prime  Minister  Franz 
Vranitzky's  Social  Democrats,  with 


whom  Bank  Austria  has  links.  But 
that  has  angered  leaders  of  the  con- 
servative People's  Party,  the  junior 
coalition  partner,  which  has  political 
and  business  ties  with  Creditanstalt. 

Both  parties  want  to  keep  Credit- 
anstalt in  Austrian  hands  and  oppose 
the  bid  by  a  consortium  led  hy  Italian 
insurer  EA-Generali.  Now,  local  retailing 
entrepreneur  Karl  Wlaschek  is  joining 
the  fray  with  a  bid.  But  he's  such  an 
outsider  that  the  government's  best 
shot  at  staying  in  office  may  be  to 
avoid  a  decision  on  Creditanstalt,  which 
has  been  on  the  block  since  1990. 


Why  he  can  look  forwai 
as  he  would  have  a  ce 


Today,  no  one  thinks  twice 
about  somebody  living  to  the 
ripe  old  age  of  80.  A  hundred 
years  ago,  however,  it  was  a  rarity. 

With  improvements  in  water 
quality,  nutrition  and  hygiene, 
life  expectancy  began  to  rise.  But 
the  biggest  strides  came  near  the 
turn  of  the  century  when  huge 
advancements  in  medicine  gave 
doctors  the  ability  to  treat  and 
even  cure  many  life-threatening 
diseases. 

Hoechst  has  contributed 
to  modern  medicine 
for  over  a  century. 

Hoechst  (pronounced  Herkst) 
was  there,  joining  forces  with 
leading  scientific  researchers 
whose  discoveries  initiated  the 
age  of  bacteriology,  immunology 
and  chemotherapy. 

Hoechst  pioneered  the  devel- 
opment of  tuberculin,  novocain, 
and  antitoxins  for  diphtheria  and 
=  tetanus,  as  well  as  antibiotics  to 
I  fight  infectious  diseases.  Not  to 
'■.  mention  important  medications 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  ch 


to  living  twice  as  long 
y  ago. 


At  the  turn  of  the 
century  the  average 
life  expectancy 
was  40  years.  In  the 
U.S.  today,  women 
live  to  be  around  79 
and  men  around  73. 


that  have  contributed  to  the 
vast  decrease  in  mortality  due  to 
heart  disease  and  strokes. 

At  Hoechst,  we're  proud  of 
our  history.  And  to  be  sure,  the 
relentless  pursuit  of  medical 
advances  has  caused  life  expec- 
tancy to  rise. 

But  just  as  typhoid,  cholera 
and  bacterial  infections  endan- 
gered lives  in  the  past,  diseases 
such  as  AIDS,  cancer  and  other 
killers  threaten  us  today. 

Which  is  why  our  pharmaceu- 
tical division  Hoechst  Marion 
Roussel  spends  nearly  $1.5  bil- 
lion a  year  on  pharmaceutical 
research  and  development. 

If  history  is  any  indication, 
it's  money  well  spent.  For  our 
future.  And  for  yours. 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 

Internet: 
http://www.hoechst.com/ 


iff of 160,000  people  worldwide,  annual  sales  total  $  36  billion. 


Hoechst 


AI&T  900  Service  takes  your  customer  support  costs 
out  of  the  left  and  into  the  right. 


900    Is  Y<     customer  suPP°rt  COSting  tQ°  mUCh  m°ney?  An  ^  nU 
pays  for  itself.  Now  you  can  solve  your  customers'  problems  while  you  solve  one  of  your  own.  AT&T  900  Servic 

back  in  the  black.  Which  keeps  you  from  seeing  red. 


mber  turns  it  into  a  service  that 


It  puts  your  customer  support  costs 
CALL    1    800   65  5-1  366    Ext.  669  http://www.att.com/business/900services 

AT&T.  For  the  life  of  your  business:' 
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nvesting  in  the  New  Economy 


traduction 


lerlying  the  1996  equities  boom 
New  Economy  that  may  be 
beginning  to  flex  its  muscle, 
•e's  help  in  plotting  a  strategy 
ake  advantage  of  it  68 


1996's  Best 
and  Worst 


ie  Framework 

rs  are  largely  sanguine,  though 
get  and  tax  issues  will  keep 
istors  guessing,  and  most 
ysts  think  stocks  really  will 
in  their  run  this  year  72 


Strategies  for  Stocks 

High-tech  rewards,  financial  services, 
media,  Rust  Belt  revival,  M&As,  non- 
U.S.  plays,  overseas  winners,  hedges, 
contrarian  moves,  short  selling,  pros' 
picks,  Inside  Wall  Street  86 

The  Investment 
Spectrum 

Mutual  funds'  sweet  returns,  bonds 
are  back,  reits  come  of  age,  global 
demand  is  fueling  the  commodities 
market,  art  collectors  are  once  again 
shelling  out  at  auction  houses  132 


What  did  most  of  the  year's  biggest 
winners  and  losers  have  in 
common?  Technology,  the  stock 
market's  double-edged  sword  150 

The  Investment 
Scoreboard 

Corporate  earnings  are  expected  to 
remain  strong  in  1997,  but  which 
companies  will  really  excel?  Here's 
how  900  of  them  compare  155 
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The  Triumph 

Of  the  New  Economy 

A  powerful  payoff  from  globalization  and  the  Info  Revolution 


It  was  a  good  year  to  be  an  op- 
timist. In  1996,  defying  the 
warnings  from  skeptics,  in- 
vestors big  and  small  shoveled 
money  into  the  U.S.  stock  mar- 
ket, which  hit  record  after 
record.  Over  the  past  year,  despite  the 
recent  correction,  the  Standard  & 
Poor's  500-stock  index  has  returned 
20%,  plumping  up  many  a  brokerage 
account  and  retirement  portfolio.  Since 
the  beginning  of  1995,  the  market  has 
gained  an  astounding  65%. 

Is  the  market  crazy?  Hardly.  Under- 
lying the  equity  boom  is  the  emergence 
of  a  New  Economy,  built  on  the  foun- 
dation of  global  markets  and  the  Infor- 
mation Revolution.  Starting  in  the  ear- 
ly 1980s  and  accelerating  in  the  past 
few  years,  the  U.  S.  economy  has  been 
undergoing  a  fundamental  restructur- 
ing. Exports  and  imports,  once  rela- 
tively insignificant,  now  amount  to  26% 
of  gross  domestic  product.  Business  in- 
vestment in  computers  and  communi- 
cations hardware  has  soared  by  24% 
over  the  past  year  alone,  accounting 
for  almost  one-third  of  economic  growth. 
From  the  Internet  to  direct-broadcast 
television,  new  companies  are  spring- 
ing up  almost  overnight  to  take  advan- 
tage of  cutting-edge  technologies. 
GREEN  LIGHTS.  The  stock  market's  rise 
is  an  accurate  reflection  of  the  growing 
strength  of  the  New  Economy.  Pro- 
ductivity growth,  although  understated 
by  official  statistics,  is  rising  as  com- 
panies learn  to  use  information  tech- 
nology to  cut  costs,  a  necessity  for  com- 
peting in  global  markets.  Inflation,  as 
measured  by  the  gross  domestic  prod- 
uct price  index,  is  at  2.1% — its  lowest 
level  in  30  years — and  falling  (chart, 
page  70).  Interest  rates  are  low,  and 
corporate  profits,  adjusted  for  inflation, 
have  soared  by  50%  since  1991. 

For  investor's  pondering  1997,  the 
current  shift  to  the  New  Economy  will 


J  J  si 


create  opportunities  to  profit  in  the 
coming  year.  The  stock  market,  pro- 
pelled by  low  interest  rates  and  rising 
corporate  profits,  could  show  a  solid 
rise  in  1997  (page  78).  Technology 
stocks,  from  giants  such  as  IBM  to  small 
networking  and  software  companies, 
are  positioned  to  benefit  from  the  next 
stage  of  the  Information  Revolution 
(page  86).  Financial-service  companies, 
which  already  saw 
good  stock  gains  last 
year,  could  rise  even 
more  if  inflation  stays 
low  (page  90).  Compa- 
nies with  strong  posi- 
tions in  Asia  and  Eu- 
rope will  be  winners  if 
those  economies  take 
off  in  1997,  as  many 
expect  (page  100). 
Meanwhile,  continued 
low  inflation  will  likely 
make  bonds  more  at- 
tractive to  investors 
(page  136). 

True,  the  New 
Economy  has  not  abol- 
ished the  business  cy- 
cle. The  market  could 
surely  be  knocked  for  a 
loop  in  the  unlikely 
event  of  a  recession  in 
1997,  or  if  inflation  un- 
expectedly surges,  forc- 
ing the  Federal  Re- 
serve to  raise  interest  rates.  Indeed, 
Fed  Chairman  Alan  Greenspan  seemed 
to  suggest,  in  a  Dec.  5  speech,  that  he 
was  worried  that  the  stock  market  had 
risen  too  high. 

But  despite  these  risks,  the  New 
Economy  is  fundamentally  favorable 
for  investors.  Take  globalization,  for 
example.  Access  to  foreign  markets  is 
providing  U.  S.  companies  with  a  new 
source  of  profits.  Exports  have  risen 
by  14%  since  1994,  three  times  as  fast 
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Underlying  the 
equities  boom  is 
a  fundamental 
restructuring  of  the 
U.S.  economy.  And 
the  gains  are  solid: 
Productivity  is  rising, 
exports  are  growing, 
and  inflation  is  at  a 
low  ebb.  But  the 
New  Economy  has 
not  abolished 
the  business  cycle. 
Unforeseen  events 
could  still  knock  the 
market  for  a  loop 


as  the  overall  economy.  Moreover, 
export  statistics  do  not  include  i»U 
than  $1.5  trillion  in  production  and  si 
by  foreign  affiliates  of  U.  S.  multi 
tional  companies. 

NO  BOTTLENECKS.  At  the  same  ti 
the  growth  of  the  global  economy  i  \ 
lessens  the  danger  of  inflation,  one  ^  \ 
the  biggest  threats  to  investors  in 
1970s  and  1980s.  It  used  to  be  the 
that  prices  would  st 
to  rise  whenever  t ' 
businesses  started  r 
ning  near  full  their 
pacity — but  this  is 
longer  so.  Now,  m 
semiconductor's  con 
from  Malaysia  and 
land,  toys  coming  fi 
China,  and  softw|jj 
coming  from  India, 
much  less  likely 
bottlenecks  will  de 
op.  Indeed,  over 
past  year,  the  pric< 
nonoil  imports  into 
U.  S.  has  dropped 
1.6%,  led  by  a  3.6% 
cline  in  the  price  p 
Japanese  imports.  . 
worldwide  capacit; 
continuing  to  expi 
According  to  pro 
tions  made  by 
McGraw-Hill,  glc 
spending  on  produc 
assets  such  as  computers,  machin|g 
and  buildings  will  rise  at  a  rate  of  \ 
annually  over  the  next  few  ye] 
compared  with  a  2.8%  growth  ratewt' 
consumption. 

The  other  cornerstone  of  the  a 
Economy  is  information  technol  f 
Businesses  now  spend  $212  billion 
year  on  computer  and  communicat 
hardware,  in  addition  to  tens  of 
lions  on  software  and  systems  dev(  j 

ment.  In  contrast,  the  spending  oi^ 
 ' 
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dustrial  machinery  is  less  than  $130 
billion. 

The  benefits  of  such  expenditures 
show  up  in  the  form  of  higher  pro- 
ductivity and  increased  corporate  prof- 
its. True,  official  government  statis- 
tics don't  show  much  of  a  productivity 
gain  in  the  1990s.  But  | 
a  recent  report  by  two 
Federal  Reserve  econ- 
omists suggests  that 
the  government's  fig- 
ures understate  true 
productivity  growth  by 
at  least  a  half  a  per- 
centage point  a  year. 
"The  productivity  sta- 
tistics border  on  the 
unbelievable."  says  Al- 
len Sinai,  chief  global 
economist  at  Primark 
Decision  Economics 
Inc.  "Everywhere  I 
look,  the  measurements 
seem  suspect." 

But  even  the  gov- 
ernment data  are  show- 
ing signs  of  productivi- 
ty improvements.  For 
example,  productivity 
at  nonfinancial  corpora- 
tions, which  account  for 
the  great  majority  of 
businesses  listed  on  the 
nation's  stock  ex- 
changes, has  increased 
at  a  2.5%  rate  during 
the  past  year.  By  com- 
parison, the  growth  in 
productivity  at  these 
companies  averaged 
only  0.2^  in  1988  and 
1989,  at  the  end  of  the 
previous  recovery. 

The  impact  of  high- 
er productivity  on  stock 
values  can  be  astound- 
ing. Adding  one  per- 
centage point  to  long- 
run  productivity  growth 
can  sharply  raise  the 
stream  of  future  earn- 
ings. That  could  poten-  I 
tially  boost  stock  prices  ! 
by  some  207c,  accounting  for  much  of 
the  rise  in  recent  years. 
DANGERS.  Moreover,  with  inflation  dor- 
mant, there's  a  good  chance  that  inter- 
est rates  will  stay  in  line  or  even  de- 
cline, helping  boost  stock  prices  even 
more.  Interest  rates  for  high-grade  cor- 
porate bonds,  for  example,  are  aver- 
aging 7.4%  in  1996.  down  from  1994 
nand  1995.  According  to  Macroeconom- 
ic  Advisers,  a  forecasting  firm  based 


in  St  Louis,  the  interest  rate  on  30- 
year  Treasury  bonds  will  average 
6.49%,  compared  with  6.68%  in  1996. 
Rates  could  go  down  even  further  if 
Washington  manages  to  pass  a  balanced 
budget  in  the  coming  year  (page  76). 
What  could  go  wrong?  Some  econo- 
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mists  worry  that  the  New  Economy  is 
still  vulnerable  to  inflation,  especially  if 
Japan  and  Europe  pull  out  of  their 
slumps  in  1997.  "The  global  economy 
could  be  so  strong  that  it  will  finally 
give  you  inflation,"  worries  David  Hale, 
global  chief  economist  at  Zurich  Insur- 
ance. Higher  inflation  could  cause  the 
Federal  Reserve  to  raise  interest  rates, 
pulling  the  markets  down  with  it. 
The  alternative,  a  sharp  economic 


slowdown,  could  be  equally  distn 
ing  to  investors.  While  the  odds  < 
recession  over  the  next  year  are 
slow  growth  could  force  companies 
cut  prices,  badly  hurting  profits.  | 
big  worry  is  not  the  old  risk  of  rt 
tion.  it's  the  new  risk  of  deflate 
says  Edward 
Yardeni.  chief  ecc 
mist  at  Deutsche 
gan  Grenfell. 
JUGGLING  RISK.  Evej 
the  absence  of  s 
calamities,  the  N 
Economy  certainly 
fers  no  guarantees 
investors.  In  the  seci 
half  of  1996,  32  ouj 
90  Standard  &  Pc! 
industry  groupings! 
clined  in  value,  desj 
a  8%  rise  in  the  ov<j 
market. 

What's  the  best 
for  an  investor  to 
with  these  risks? 
option  is  to  look 
stocks  that  might 
come  takeover  ca 
dates  in  1997,  as 
panies  adjust  to 
New  Economy  ([ 
96).  Investors  can 
low  the  advice  of 
professionals  (page 
or  contrarians  whc 
to  find  picks  that 
market   has  mi 
(page  114).  For  the 
alytically  minded 
Investment  Out 
Scoreboard  sen 
companies  by  se\ 
different  investr 
criteria,  including 
dend  yield  (page  1 
The  wary  inv< 
can  try  to  find 
economy"  compa 
that   are  doing 
(page  94),  or  altera 
investments  to  st 
such  as  real  estat 
vestment  trusts  ( 
142),  commodities  (page  146),  oi 
(page  148).  Some  hedge  funds 
adopting  "market  neutral"  strat 
to  minimize  the  damage  done  by  a 
ket  decline  (page  110). 

Ultimately,  the  strength  of  the  j 
kets  depends  on  the  wealth  of  thj 
deriving  economy.  And  by  that  i 
sure,  investors  are  in  quite  good  s| 
thank  you. 

By  Michael  J.  Mandel  in  New 
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|he  1996  economy  is 
a  tough  act  to  fol- 
low. Its  mix  of  sol- 
id growth,  low  inflation, 
no  interest-rate  hikes  by 
the  Federal  Reserve,  and 
healthy  corporate  profits 
was  heaven  for  Wall 
Street.  Can  this  investors' 
paradise  continue? 

business  week  expects 
a  generally  investor- 
friendly  economy  in  1997. 
Recession  is  not  on  the 
radar  screen,  especially 
given  strong  labor  mar- 
kets, low  interest  rates, 
and  manageable  invento- 
ries. Also,  the  New  Econ- 
omy forces  of  competition 
and  technology  will  con- 
tinue to  restrain  inflation. 
We  look  for  the  economy 
to  grow  2.6%,  vs.  a  pro- 
jected 2.8r;  for  1996. 
That's  a  bit  higher  than 
the  2.1cf  average  of  the 
50  economists  we  sur- 
veyed (table),  mainly  reflecting  our  ex- 
pectation of  stronger  growth  in  the 
first  half,  as  consumer  spending  and 
manufacturing  snap  out  of  their  au- 
tumn, 1996  sluggishness.  We  also  ex- 
pect 1997  inflation,  measured  by  the 
consumer  price  index,  to  edge  up  to 
3.5<%  from  3.2%,  while  the  unemploy- 
ment rate  will  end  the  year  at  5.2r; . 
close  to  where  it  was  at  the  end  of  '96. 
SKEWED.  But  there  are  risks,  especial- 
ly for  prices  and  profits.  "Neither  infla- 
tion nor  the  business  cycle  are  dead," 
says  Richard  R.  Bemer  at  Mellon  Bank 
Corp.  in  Pittsburgh.  While  most  econo- 
mists agree  that  the  New  Economy's 
structural  changes  are  lifting  produc- 
tivity and  curbing  costs  and  prices, 
their  concerns  for  '97  are  the  more  tra- 
ditional cyclical  forces.  Economists  un- 
derstand that  the  long-term  trend  of 
consumer  inflation  is  overstated,  and 
thus,  the  trends  in  economic  growth 
and  productivity  are  understated. 
But  for  the  coming  vear,  forecasters 


have  a  wary  eye  on  the 
short-term  swing  factors 
that  always  play  a  criti- 
cal role  in  the  outlook.  In 
particular,  with  little  slack 
left  in  the  labor  markets 
and  in  factory  capacity, 
and  with  foreign  growth 
set  to  pick  up  as  U.  S. 
growth  chugs  along,  the 
economy  is  close  to  the 
point  at  which  inflation 


[j 

Half  the  forecasters 
see  no  Fed  action  in 
'97.  The  rest  divide 
equally  between 
those  who  expect  a 
rate  hike  and  those 


who  predict  a  cut 

usually  picks  up,  regardless  of  what  its 
true  level  is.  "About  2%  growth  is  still 
the  speed  limit  for  this  economy,"  says 
John  Williams  at  Bankers  Trust  New 
York  Corp. 

The  global  cycle  will  be  especially 
important.  "Some  of  the  favorable  in- 
ternational factors  that  held  down 
prices  in  1996  may  not  be  as  support- 
ive in  1997."  says  Anthony  Chan  of 
Banc  One  Investment  Advisors  Corp. 
Because  of  the  stronger  dollar,  import 
inflation  fell  from  5.6%  in  May,  1995,  to 


-1.6%  in  October,  19  J 
Economists  at   dri/1  M 
Graw-Hill  estimate  t 
without  that  drop,  ci 
consumer  inflation,  wl 
excludes  energy  and  ft""'-1 
would  have  risen  sliglUMli 
in  1996  instead  of  falli  11211 
Amid  stronger  gro\ 
abroad,  the  dollar  is 
likely  to  keep  rising.  A 
foreigners  will  use  mUUI 
of  their  capacity,  and  Ifi ;  I 
U.S.  exports  rise,  U LJLU 
capacitv  use  will  tigh 
as  well.  "The  New  E(»lfl 
omy  thesis  will  be  tes  S  Ml 
when  world  growth  WW 
celerates   in   1997  j;m 
1998,"  savs  Rav  Wor  ^ 
of  A.G.  Edwards  &  S- 
in  St.  Louis. 

BOOM.     That    spee  [|i|ff 
means  that  foreign  ti  [  ^ 
should  be  a  modest  {m 
for  growth  in  199/.  , 
deed,  one  big  surpns  ... 
1996  was  the  drag  f  TftiFPlS 
trade,  partly  the  resiling 
weak  foreign  econor  j  ^, 
and  the  dollar's  rise.  S ...  1 
er  export  growth  in  j  ™" 
contributed  to  a  si...1*1 
widening  in   the   I  ,y. . . 
trade     deficit,     wi  j-J 
robbed  nearly  a  perc"' 
point  'from  l" 

a  ini 


age    point  from 
growth.  For  1997.  tho  "k 
"the  world  economy  I 
be  in  a  synchronous 
tained  expansion,  with  business  arc 
the  world  good  to  excellent,"  says  I 
Sinai  of  Primark  Decision  EconorP-''  • 
Canada  and  Mexico  are  picking  up, 
rope  is  set  to  improve  moderalls 
Japan  is  struggling,  but  the  res 


Asia  is  strong,  as  is  Latin  Americ 


In  the  U.  S.,  consumers  also  will  '*> 
tribute  positively.  Fundamentals  Ik; 
strong,  especially  early  in  the  year.  Hi 
growth  slowed  in  the  second  had 
1996,  but  the  pace  is  still  fast  enouj 
keep  job  markets  tight  and  incc 
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Y  G.  HERRICK  Jeffries  &  Co.  4.0 

MAYLAND  KeyCorp  2.5 

IS  F.  SMITH  University  of  North  Carolina  2.8 

N  L.  KELLNER  Chase  Regional  Bank  1.8 

D  T.  O'CARROLL  Reynolds  Metals  1 .4 
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US  COHEN  Morris  Cohen  and  Associates  2.4 
S  COOPER  &  KATHLEEN  MADIGAN  Business  Week  3.2 

S  ANNABLE  First  Chicago  NBD  2.8 
IRIFFIN  Aeltus  Investment  Management  3.0 
EL  E.  LAUFENBERG  American  Express  Financial  Advisors  2.1 
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2.9 

5.70 

7.20 

5.0 

2.9 

3.2 

2.1 

2.5 

3.4 

5.70 

7.10 

5.4 

H  SINAI  Primark  Decision  Economics 

2.7 

2.9 

2.3 

2.2 

2.5 

3.1 

5.08 

6.15 

5.0 

S  R.  SOLLOWAY  Argus  Research 

3.2 

2.5 

2.3 

2.1 

2.5 

3.4 

5.75 

7.35 

5.4 

IRD  B.  BERNER  Mellon  Bank 

3.2 

2.8 

1.7 

2.1 

2.4 

3.2 

5.50 

6.50 

5.3 

LD  RATAJCZAK  Georgia  State  University 

2.9 

2.5 

2.3 

2.0 

2.4. 

3.3 

5.25 

6.45 

5.2 

M.  ZANDI  Regional  Financial  Associates 

2.7 

2.8 

2.2 

1.8 

2.4 

3.2 

5.50 

6.70 

5.4 

S  M.  BILLS  Comerica  Bank 

2.1 

2.0 

2.4 

2.6 

2.3 

3.0 

5.20 

6.80 

5.6 

R  E.  BRINNER  DRI/McGraw-Hill 

2.2 

1.8 

2.3 

2.7 

2.3 

2.8 

5.50 

6.90 

5.4 

RT  A.  BRUSCA  The  Hikko  Securities  Co.  Int. 

2.8 

2.4 

2.1 

2.1 

2.3 

3.7 

6.00 

6.60 

4.7 

(EL  R.  ENGLUND  MMS  International 

2.6 

2.4 

2.0 

2.3 

2.3 

3.4 

4.75 

6.00 

5.1 

L  A.  LEISENRING  CoreStates  Financial 

1.0 

2.7 

3.0 

2.4 

2.3 

2.6 

4.70 

6.00 

5.6 

NA  M.  TAINER  Indosuez  Carr  Futures 

2.5 

2.4 

2.2 

2.0 

2.3 

2.6 

5.10 

6.30 

5.5 

R.  WILLIAMS  Bankers  Trust 

2.6 

2.5 

2.0 

2.0 

2.3 

3.2 

5.50 

6.60 

5.0 

AM  DUNKELBERG  National  Fed.  of  Indep.  Business 

2.0 

2.2 

2.3 

2.1 

2.2 

2.6 

4.40 

6.20 

5.8 

LD  E.  MAUDE  Scotia  Capital  Markets  (USA) 

3.2 

2.5 

2.0 

1.5 

2.2 

3.4 

5.25 

6.50 

5.4 

1  MUNROE  Pacific  Gas  &  Electric 

2.2 

1.9 

2.1 

2.4 

2.2 

2.9 

5.30 

6.90 

5.4 

IN  A.  REGALIA  U.S.  Chamber  of  Commerce 

1.8 

2.3 

2.1 

2.3 

2.2 

3.0 

4.70 

6.40 

5.7 

iHENEY  John  Hancock  Financial  Services 

2.0 

2.1 

2.0 

2.0 

2.1 

2.8 

5.00 

6.50 

5.6 

L.  CIMINERO  Independent  Economic  Advisory 

2.1 

2.2 

2.0 

2.3 

2.1 

3.7 

4.79 

6.07 

5.6 

L  KASRIEL  Northern  Trust  Co. 

2.7 

2.5 

1.6 

1.5 

2.1 

2.9 

5.50 

6.45 

5.5 

LOGAN  Dresdner  Kleinwort  Benson 

3.4 

2.1 

1.2 

1.8 

2.1 

3.4 

4.80 

6.50 

5.4 

f  KARRIS  PaineWebber 

2.5 

2.3 

1.8 

i.e. 

2.0 

2.9 

5.00 

6.10 

5.5 

1  HICKOK  Prudential  Insurance  Co.  of  America 

2.0 

2.0 

2.0 

2.0 

2.0 

2.7 

4.80 

6.30 

5.7 

E.  KARL  WEFA  Group 

1.8 

1.6 

2.2 

2.1 

2.0 

2.7 

4.70 

6.20 

5.7 

IT  McGEE  Tokai  Bank 

2.0 

2.0 

2.0 

2.0 

2.0 

2.7 

5.00 

5.75 

5.0 

C.  MUNRO  High  Frequency  Economics 

1.5 

2.2 

2.5 

2.5 

2.0 

2.6 

5.20 

6.50 

5.5 

LAS  S.  PERNA  Fleet  Financial  Group 

1.9 

2.0 

1.9 

2.1 

2.0 

3.3 

5.20 

6.50 

5.5 

KKEN  &  C.  VARVARES  Macroeconomic  Advisers 

2.0 

2.1 

1.9 

1.9 

2.0 

2.8 

5.00 

6.52 

5.7 

IEASER  Barnett  Banks 

2.4 

2.0 

1.9 

1.8 

2.0 

3.1 

5.10 

6.50 

5.4 

ANTINE  G.  SORAS  NYNEX 

1.5 

1.8 

2.7 

2.0 

2.0 

2.7 

4.86 

6.60 

5.4 

D.  WALTER  Dow  Corning 

1.5 

1.2 

2.3 

3.0 

2.0 

2.0 

3.50 

4.75 

5.7 

ORE  H.  TUNG  National  City  Corporation 

1.8 

2.2 

1.9 

2.0 

1.8 

i.O 

5.20 

6.30 

5.5 

i  1.  MICHAELIS  Weyerhaeuser 

2.7 

2.4 

1  .4 

1.0 

1.7 

3.5 

5.30 

6.30 

5.5 

P  N  ZWICK  Lord,  Abbett  &  Co. 

1.5 

1.5 

2.0 

2.0 

1.7 

2.9 

4.80 

6.00 

5.6 

SHEPHERDSON  HSBC  Markets 

2.5 

1.5 

1.3 

1.2 

1.6 

3.1 

5.00 

6.25 

5.5 

1TG.  HOFFMAN  PNC  Bank 

2.0 

2.0 

1.5 

0.5 

1.5 

2.8 

4.80 

6.25 

5.7 

I :.  SILVIA  Zurich  Kemper  Investments  1.8  1.4  1.7  1.6  1.5  3.1  5.30  6.50  5.6 

ri  NDWORSECK  A.  G.  Edwards  1.0  1.5  2.0  1.5  1.5  3.5  5.30  7.30  5.6 

tj  EN  F.  ALLYN  Scudder,  Stevens  &  Clark  -2.1  1.7  2.8  3.1  1.4  2.1  4.25  6.00  5.9 

(j  NY  CHAN  Banc  One  Investment  Advisors  1.8  1.5  0.5  -0.5  0.8  3.5  5.65  6.90  6.0 

B  )H  HEINEMANN  Heinemann  Economic  Research  0.2  -4.6  -1.3  5.1  -0.2  1.9  4.10  5.80  6.1 


N|  NSUS  2.2%     2.1%    2.1%     2.1%      2.1%    3.0%       5.13%  6.43%  5.4% 
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rising  faster  than  inflation.  Confidence  is 
near  an  expansion  high,  and  long-term 
interest  rates  have  fallen,  spurring  a 
round  of  mortgage  refinancing  and 
buoying  homebuilding.  Consumer  debt 
burdens  are  rising,  as  they  usually  do 
as  expansions  age.  but  the  levels  are 
manageable  as  long  as  the  job  markets 
stay  strong. 

Most  analysts  believe  that  the  econ- 
omy will  continue  to  walk  the  tightrope 
of  noninflationary  growth,  but  early 
1997  will  be  the  key  Holiday  sales  ap- 
pear strong,  inventories  are  lean,  and 
factory  orders  and  output  are  picking 
up.  Stronger  growth  could  set  up  an- 
other tussle  between  Fed  hawks  and 
doves.  "The  interest-rate  bears,  cur- 
rently licking  their  wounds  after  be- 
ing outsmarted  by  [Federal  Reserve 
Chairman  Alan]  Greenspan,  could  be 
back  calling  for  tighter  policy  again." 
says  Ian  Shepherdson  of  HSBC  Markets. 
About  half  of  the  forecasters  expect 


no  action  from  the  Fed  throughout 
1997.  while  the  rest  are  about  equally 
divided  between  those  who  expect  the 
Fed  to  tighten  and  those  who  look  for 
a  rate  cut. 

HELP  wanted.  One  of  the  economists' 
chief  concerns  for  1997  is  cost  pres- 
sures. As  expansions  wear  on,  produc- 
tivity gains  are  harder  to  come  by. 
That's  especially  tine  in  this  six-year 
upturn  now  that  corporate  restructur- 
ing is  mostly  behind  us.  And  amid  tight 
job  markets,  wage  growth  is  picking 
up.  "A  record  percentage  of  our  600,000 
member  firms  report  hard-to-fill  job 
openings,"  says  William  Dunkelberg  of 
the  National  Federation  of  Indepen- 
dent Business.  He  adds  that  a  record 
15%  say  finding  qualified  labor  is  their 
company's  biggest  problem,  while  a 
record  29%  are  raising  compensation. 

The  result:  "Cost  squeeze  dead 
ahead."  warns  Robert  Brusca  of  Xikko 
Securities  Co..  and  that  could  pressure 


margins  and  put  earnings  at  risk.  I 
cost-cutting  and  better  products 
gains  than  official  numbers  show 
blunt  some  of  the  impact,  but  M 
Zandi  of  Regional  Financial  Assocj 
Inc.  believes  there's  no  getting  aro 
it:  "Corporate  profit  growth  will 
substantially  in  1997,"  he  says,  the  1 
cycle  result  of  faster  compensa 
growth  and  weaker  productivity  gs 

In  this  business  cycle,  there  is 
question  that  the  New  Economy 
slowed  the  development  of 
squeezes,  price  pressures,  and 
tightening.  But  as  Evelina  Tainei 
Indosuez  Carr  Futures  says:  "Tl 
influences  make  it  mere  difficult  to 
cem  changes  due  to  cyclical  forces 
those  due  to  structural  forces." 
here's  business  week's  advice:  Ke 
sharp  eye  on  both  to  avoid  troubl 
paradise  in  1997. 

By  James  C.  Cooper  and  Kath 
Madigan  in  New  York 


TOP  GURU 


The  Best  Tea  Leaves  in  Town 


Sometimes,  inhabitants  of 
the  ivory  tower  have  a  cleat 
view  of  the  real  world. 
That,  at  least,  is  the  lesson  from 
BUSINESS  week's  1996  survey  of 
forecasters.  The  most  accurate 
predictions  came  from  Donald 
Ratajczak.  director  of  the  Eco- 
nomic Forecasting  Center  at 
Georgia  State  University  in 
Atlanta. 

In  the  December.  1995.  survey, 
most  economists  were  correct  in 
expecting  that  growth  in  real 
gross  domestic  product  would  be 
sluggish  in  1996.  The  consensus 
called  for  growth  of  1.9%,  and 
Ratajczak  expected  growth  of 
1.8%.  For  the  year  ended  in  the 
third  quarter,  real  gdp  was  up  a 
lackluster  22%. 

However,  unlike  the  consensus, 
which  expected  unemployment  to 
head  higher,  to  5.7%  at  yearend 

1996  from  5.6%  a  year  ago.  Ratajczak  projected  that  the 
jobless  rate  would  slip  to  5.3%,  which  is  what  it  averaged 
in  October  and  November.  To  explain  why  he  foresaw  the 
tighter  labor  market.  Ratajczak  says:  "Unlike  most  people, 
who  thought  the  problems  would  be  on  the  demand  side.  I 
thought  the  restraints  would  be  on  the  supply  side:  'Would 
there  be  enough  labor  talent?'  I  didn't  think  there  would 
be."  Rounding  out  the  top  three  forecasts  were  Howard 
Keen  of  Conrail  Inc..  with  the  second-best  overall  forecast, 
and  Nicholas  S.  Pema  of  Fleet  Financial  Group  Inc..  the 


RATAJCZAK:  Ai 


third-best  predictor  of  1996's 
nomic  climate. 

For  1997.  Ratajczak  expect 
the  economy  to  grow  2.4%.  w 
little  change  in  the  jobless  raf 
Consumer  inflation,  though, 
should  edge  up  from  its  eurre 
3%,  hitting  3.3%  in  the  fourth 
quarter.  "Higher  energy  costs 
and  some  upward  wage  press 
will  push  up  consumer  prices, 
believes. 

red  FLAG.  Even  with  that  uf 
ward  tilt  in  inflation,  though, 
Ratajczak  does  not  see  any 
ening  by  the  Federal  Reserv 
1997.  Instead,  he  says,  policy 
straint  will  come  from  the  fis 
side  as  Washington  grapples 
hold  down  federal  spending. 
However,  if  the  budget-balan 
process  fait  el's  or  if  new  spei 
ing  programs  surface,  Ratajc 

  warns  that  "government  bon 

yields  over  7%  are  possible." 

Ratajczak.  who  earned  his  doctorate  from  Massachu 
Institute  of  Technology,  founded  Economic  Forecasting 
Center  24  years  ago.  when  he  first  arrived  at  Georgia 
State.  While  the  corporate-sponsored  center  collects  a) 
analyzes  data  on  the  Southeast  economy.  Ratajczak  is 
marily  recognized  by  econo-wonks  for  his  broad  know! 
of  the  price  indexes.  His  on-the-mark  projections  for  1 
show  that  his  knack  for  forecasting  is  pretty  good,  toe 
By  Kathleen  Madigan  in  New 


Why  hot  stock  tips 
don't  add  up 
to  a  sound 
financial  plan. 


It's  tempting  to  believe  that  a  few  wildly  successful 
investments  are  all  you  need  to  secure  your  financial  future. 
If  only  it  were  that  easy.  Naturally,  everyone  wants  their 
money  to  grow  as  quickly  as  possible.  But  for  most  people, 
waiting  for  that  one  hot  tip  isn't  enough. 

At  American  Express  Financial  Advisors,  we  believe  that 
the  key  to  achieving  financial  independence  is  a  long-term 
plan  tailored  to  your  situation  and  goals.  Unlike  some  other 
companies  which  use  a  standard,  one-size-fits-all  approach,  we 
offer  more  than  10  different  services  that  can  be  customized  to 
meet  your  unique  needs.  So  while  investments  are  part  of  the 
story,  we  can  also  advise  you  on  issues  including  retirement 
planning,  education  funding,  taxes,  insurance  and  estate  planning. 

When  you  take  control  of  your  financial  future,  you  make 
your  own  luck.  Meet  with  an  American  Express  financial 
advisor  today  and  discover  how  we  can  help  you  do  more. 


AMERICAN! 


Financial 
Advisors 


To  discover  how  an  American  Express  financial  advisor 
can  help  you  do  more,  call 

1-800-GET  ADVICE 


http://www.americanexpress.com/advisors 


American  Express  Financial  Advisors  makes  investments  available  through  American  Express  Financial  Advisors  Inc. 
and  insurance  available  through  other  American  Express  affiliates  and  authorized  providers. 


WASHINGTON  OUTLOOK 


All  Eyes  Are  on 

  J 

The  Clinton-and- Congress  Show 

Budget  and  tax  haggling  will  keep  investors  on  the  edge  of  their  seats 


Savvy  investors  should  take  a  ring- 
side seat  for  the  fiscal  brawl 
brewing  in  Washington.  After  a 
bitter  campaign  in  which  President 
Clinton  accused  Republicans  of  trying 
to  trash  health  care  for  the  elderly, 
while  the  GOP  hammered  Democrats 
for  their  alleged  "tax  and  spend"  habits, 
both  sides  now  must  try 
to  work  out  a  compromise 
budget.  They  may  get 
there — but  not  before 
months  of  ugly  squabbling 
and  finger-pointing. 

If  an  agreement  is 
reached,  which  seems  like- 
ly, it  would  produce  a  bal- 
anced budget  by  2002 — at 
least  on  paper.  A  fiscal 
deal  would  also  include  a 
package  of  modest  tax 
cuts — including  a  reduction 
in  capital-gains  levies — as 
well  as  changes  in  Medi- 
care. And  an  agreement 
could  pave  the  way  for 
new  initiatives  to  slash 
federal  red  tape  and 
rewrite  some  key  environ- 
mental laws.  At  the  same 
time,  two  vital  long-term 
issues — overhauling  Social 
Security  and  the  federal 
income  tax  code — will  be 
growing  debate. 

LOTS  OF  NOISE.  7 

for  such  a  pact  is  already  clear,  a  five- 
year  freeze  on  most  domestic  spend- 
ing, small  increases  in  military  outlays. 
S125  billion  to  Sl-50  billion  in  budget 
savings  from  Medicare,  and  a  tax  ait  of 
roughly  S100  billion.  At  the  GOP's  insis- 
tence, the  package  will  include  a  con- 


stitutional amendment  that  requires  a 
balanced  budget.  Clinton  and  Congress 
know  they  have  to  move  quickly  before 
lawmakers  focus  on  the  199S  elections. 
"We  have  about  IS  months."  says  one 


top  Administratic 
we  can  forget  it 
While  there  - 


rial.  "After  : 
after  2000." 
:o  be  painful 


HOUSE 


Melding  tax  ideas  will  be 
tricky,  though  Ways  & 
Means  Chairman  Archer 
sees  "common  ground" 


SENATE 


GOP  Majority  Leader  Lott 
is  optimistic  about  a  deal: 
"We  have  a  model.  I  feel  we 
can  get  results" 


topics  01 


gotiaring.  Clinton  badly  wants  an  agree- 
ment, both  for  the  history  books  and  to 
get  the  vexing  issue  behind  him  So  do 
most  Hill  Republicans,  whose  days  as 
revolutionaries  are  over  for  now.  Clinton 
and  the  GOP  were  a  hairbreadth  away 
from  a  deal  last  New  Year's  Eve.  And 
though  1996  campaign  politics  blew  it. 
the  outlines  that  emerged  from  those 
talks  will  set  the  sta^re  for  1997s  ef- 


forts. "We  have  a  model."  says  Sa 
Majority  Leader  Trent  Lott  (R-Mi 
"I  feel  we  can  get  results." 

That  is  certainly  true  when  it  ca 
to  taxes.  Both  Clinton  and  Capitol 
Republicans  favor  a  tax  credit  for  1 
ilies  with  children,  broader  use  ol 
dividual  retirement  accounts,  a  bi|  | 
exemption  for  estate 
es.  and  their  own  vera  I 
of  a  capital-gains  tax 
The  trick  will  be  meV 
the    proposals  witj 
breaking  the  fiscal  tx  L 
"I  think  we  are  goin 
be  able  to  find  some  « 
mon   ground."  predF 
House'  Ways   i"  M<  W 
Committee  Chairman 
Archer  (R.-Tex.). 

In  the  end.  the 
sides  will  probably  bu 
§100  billion,  five-year 
cut  around  the  child  cr 
The  credit  will  be  sm 
perhaps  §300  instead  a 
-5-500  that  was  prom 
during  the  camj 
it  will  be  limit* 
die-  and  working 
ilies.  The  GOP  wi 
accept  some  versus 
Clinton  s  plan  to  give 
tax  breaks  for  college  tuition.  Aw  6 
President  may  accept  up  to  a  b'fc  c 
capital-gains  taxes,  but  he  will  fig] 
target  it  in  some  way — either  to  ste 
businesses  or  to  middle-class  inves 

Still,  the  total  tax  cut  will  b  I 
small — no  more  than  -525  billion 
year — that  its  impact  on  the  nal 
§7.5  trillion  economy  will  be  1 
tieeable.  B:\au-rase.i  tax  restru 


WHAT  TO  EXPECT  FROM 
WASHINGTON  ON  KEY 
ISSUES  I\  1997 


r 
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BUDGET  1  nton  and  con- 
fess "a  :a~s  ,*. 
-  e  .  ag-ee  ::  :a     :e  t" 
-cge:  :.  11 12  H"g-ess 
~a.  a  sc  accc:  a  Cc~s: 

"  "-t-re  .ears. 


TAXES  _: 


VSURY'S  ing  would  affect  the 
N:  Flatly  economy  in  a  much 
>sed  to  a  bigger  way.  But  the 
ml  flat  tax  debate  over  shifting 
~  to  a  fiat  tax  or  a  na- 
il sales  tax  will  go  nowhere  next 
.  Congressional  GOP  leaders  dis- 
e  among  themselves  over  the 
e  of  reform,  and  Treasury  Secre- 
Robert  E.  Rubin  is  flatly  opposed, 
ven  without  a  budget  deal,  the 
til— just  $107  billion  in  1996— should 
lin  in  check  for  the  next  few  years, 
ming  there's  no  economic  downturn 
>stly  military  crisis.  That's  because 
?et  Director  Franklin  D.  Raines 
keep  a  lid  on  most  domestic  spend- 
vhether  an  accord  is  struck  or  not, 
art  thanks  to  pressure  from  the 
ablican-controlled  Congress.  But  as 
'  boomers  age,  entitlements  such 
ledicare  and  Social  Security  will 
mue  to  balloon,  and  that  will  cause 
wed  deficit  problems  after  2000. 
s  a  result,  the  debate  over  Social 
irity  will  generate  lots  of  noise  in 


'97.  Possible  reforms  range  from  grad- 
ually raising  the  retirement  age  to  al- 
lowing some  funds  to  be  invested  in 
equity  markets  to  privatizing  the  entire 
system.  The  most  radical  reforms 
would  give  workers  big  tax  breaks  for 
savings  but  make  them  financially  re- 
sponsible for  their  own  retirement.  So- 
cial Security  as  it  now  exists  would  re- 
main only  as  a  safety  net  for  the 
poorest  workers.  Even  modest  changes 
will  be  enormously  controversial, 
though,  and  that  means  Social  Security 
reform  won't  be  nailed  down  for  years. 
A  QUIET  FED.  Investors  will  see  faster 
action  on  a  broad  range  of  proposals  in- 
tended to  trim  government  red  tape 
for  business.  Federal  regulators  will 
give  banks,  insurers,  and  brokerages 
new  opportunities  to  compete  with  one 
another;  Congress  may  open  the  way 
for  new  competition  among  electric  util- 
ities; and  some  environmental  laws  may 
be  rewritten  to  ease  business  compli- 
ance in  meeting  antipollution  standards. 
While  most  policymakers  will  be  go- 


BUDGET  BRAWL 


Democrats  and  Republicans 
could  be  mired  in  ugly 
squabbling  and  finger- 
pointing  for  months  before  a 
compromise  is  hammered 
out,  but  the  good  news  is  that 
the  broad  framework  of  an 
agreement  is  already  clear, 
and  Clinton  wants  to  reach  a 
deal-both  for  the  history 
books  and  to  get  the  vexing 
issue  behind  him 


BUDGET  CHIEF 
RAINES:  Likely 
to  keep  a  lid  on 
spending 


ing  full  tilt  in  1997,  the 
Federal  Reserve  will 
likely  remain  on  the 
sidelines — as  long  as 
the  economy  keeps  " 
chugging  along  and  inflation  remains  in 
check.  If  labor  markets  tighten  much 
more,  if  the  financial  markets  become 
too  volatile,  or  if  economic  growth 
spurts  upward  once  again,  the  central 
bank  could  raise  interest  rates.  But  for 
now,  "we're  assuming  the  Fed  is  on 
hold,"  says  Joel  Prakken,  chairman  of 
consultant  Macroeconomic  Advisers. 

That  won't  be  true  for  the  rest  of 
Washington.  After  the  fiasco  of  1995, 
no  capital  denizen  is  prepared  to  guar- 
antee a  deal  on  the  budget  and  taxes. 
But  if  Clinton  and  the  <;op  can  agree  on 
a  balanced  budget  and  investment-ori- 
ented tax  cuts,  and  make  a  start  on 
reforming  Medicare  and  Social  Security, 
the  pols  will  have  done  their  bit  to 
make  the  markets  happy  indeed. 

By  Howard  Gleckman,  with  Dean 
Foust,  in  Washington 


ENTITLEMENTS  Clinton  and  REGULATIONS  Watch  for  a  big  push  to 

the  GOP  will  agree  to  slow  deregulate  the  electric-utility  industry 

Medicare  growth.  They  will  and  rewrite  environmental  laws  to  ease 

|  also  start  looking  at  gp .         compliance.  Regulators 

longer-term  reform  of  p     *        wl"  cont'nue  to  break 

icurity,  but  don't  expect  ^  down  barriers  between 

1997.  V  fiwf^Kw  banks  and  brokers. 


All/ 


MONETARY  POLICY  With 
prices  stable  and  growth 
solid,  the  Fed  should 
spend  much  of  1997  on 
the  sidelines,  unless  surging  stock 
prices  give  Fed  Chairman  Greenspan 
more  reason  for  concern. 


This  Ride 
Is  Far  from  Ovej* 

Can  the  market  repeat  its  stunning 


ant  to  profit  from 
the  New  Econo- 
my? Invest  in  the 
New  Stock  Market.  That 
may  be  hard  to  swallow,  es- 
pecially with  the  Dow  Jones 
industrial  average  having 
gone  up  nearly  2.900  points 
over  the  past  two  years. 
Rather  than  asking  which 
stocks  or  mutual  funds  to 
buy  for  1997.  many  investors 
are  asking  whether  to  take 
the  profits  and  run.  That's 
pretty  much  what's  happened 
in  recent  weeks.  The  Dow  is 
off  4.7%  from  its  high,  and 
lias  fallen  by  2.7%  since  Fed- 
eral Reserve  Board  Chairman 
Alan  Greenspan  suggested 
the  market  was  speculative. 

But  the  market's  runup 
makes  more  sense  if  you 
consider  that  it's  fueled  by 
the  forces  that  are  the  hall- 
mark of  the  New  Economy: 
low  inflation,  falling  interest 
rates,  and  rising  corporate 
profits.  "It's  a  best-of-all- 
worlds  scenario."  says  Scott 
j  S.  Pape.  a  portfolio  manager 
with  $500  million  in  mutual 
funds  and  separate  accounts 
at  Loomis,  Sayles  &  Co. 
"And  nothing  suggests  it's 
going  to  be  much  different 
for  the  next  IS  months." 
STEADY  ON.  try  to 

time  the  market.  Markets 
tend  to  move  in  big  bursts, 
and  stepping  out  now  might 
mean  that  you  miss  that  big  move 
later.  The  major  indexes  will  make  new 
highs  during  1997  for  the  same  rea- 
sons they  did  in  1996.  The  economy 
continues'  to  grow  at  a  slow  but  steady 
pace,  productivity  is  improving,  and 
personal  incomes  are  rising  while  prices 
are  not— at  least  not  very  much. 


However,  stock  market  returns  in 
1997  will  be  far  below  those  recorded 
during  the  past  two  years.  Investors 
should  expect  a  more  modest  10rr  total 
return.  The  main  reason  for  lower  ex- 
pectations: By  most  valuations,  stocks 
are  fully  priced. 


That  isn't  the  sales  pitch  that  m^ 
investors  want  to  hear.  Stocks  are  m< 
alluring  when  they're  cheap  and  t 
upside  potential  seems  disproportic 
ately  greater  than  the  downside  ri 
But' fall  valuation  isn't  a  reason  to  s 
either.  "All  things  being  equal,  you 


■ 

*  Tk  INK  SMALL  Small-cap  stocks  could  be  the  big  winners  next  year.  They  underperformed  big  companu 

*  ™.™  S!S  tor  1997  are  much  higher  than  those  for  large  stocks 


Dr  10%  richer  a  year  [from]  now," 
Edward  M.  Kerschner,  the  chief 
stment  strategist  at  PaineWebber 
"That's  an  average  return  for 
ts,  and  it's  not  bad." 
arkets  have  a  way  of  surprising 
stors,  too.  Fortunately,  most  of  the 
rises  of  the  past  two  years  have 
1  pleasant  ones.  A  year  ago,  the 
>ctation  for  stocks  was  similarly 
est,  yet  the  market  trounced  the 
:asts,  thanks  to  stronger-than-ex- 
ed  earnings.  In  1995,  a  surprise 
1-market  rally  lowered  interest 
5  nearly  two  full  percentage  points, 
the  stock  market  soared. 

THE  DOW  HAS  BEEN 
RIDING  HIGH... 
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he  big  surprise  of  1997?  "The  mar- 
fmally  recognize  the  very  low  rate 
arrent  and  ongoing  inflation,"  says 
rles  J.  Pradilla,  investment  strate- 
for  Cowen  &  Co.  Lower  inflation 
ns  higher  stock  prices.  Pradilla 
i  investors  are  assuming  a  3.5%  in- 
Dn  rate  in  valuing  stocks  now,  even 
igh  inflation  has  been  running  be- 
that  for  seven  years.  Their  as- 
ption,  he  says,  is  that  inflation  is 


lurking  behind  every  eco- 
nomic report.  But  should 
markets  start  to  revalue 
stocks  based  on  a  2.5% 
long-term  inflation  rate, 
stocks  can  earn  double- 
digit  returns  even  with 
single-digit  earnings  gains. 

And  there's  a  good 
chance  Wall  Streeters  will 
get  a  positive  surprise  on 
earnings,  too.  Investment 
strategist  Abby  Joseph 
Cohen  of  Goldman,  Sachs 
&  Co.,  says  that  for  sev- 
eral years  now,  the 
growth  of  profits  of  the 
companies  in  the  Standard 
&  Poor's  500-stock  index 
has  exceeded  what  the 
growth  in  gross  domestic 
product  would  have  pre- 
dicted. One  reason  is  that 
government  expenditures 
as  a  percentage  of  gdp 
have  not  increased  in  the 
1990s,  and  it's  the  private 
sector  that's  growing  a  lot 
faster  than  gdp  numbers 
indicate.  Another  reason 
behind  the  strong  profit 
growth  is  that  U.  S.  com- 
panies have  stepped  up  in- 
vestment in  overseas  op- 
erations— an  important 
component  of  the  New 
Economy.  Sales  from  those  operations 
don't  show  up  in  gdp,  but  the  profits 
flow  back  to  U.  S.  corporate  income 
statements. 

NEW  WINNERS.  So  why  are  profit  fore- 
casts lower?  Many  analysts  are  just 
lowering  their  sights  because  gains 
have  been  strong  for  five  years.  But 
the  nature  of  the  economic  cycle  has 
changed.  In  the  New  Economy,  it's 
muted,  far  less  volatile  than  in  the  past, 
with  lower  highs  and  higher  lows  than 
in  previous  periods.  The  reason:  the 
economy's  shift  away  from  manufac- 
turing and  into  services. 

The  best  earnings  news  will  likely 
come  from  small-capitalization  stocks, 
which  have  lagged  the  big  stocks  in 
the  second  half  (chart).  The  1997  earn- 
ings forecast  for  companies  in  the  Rus- 
sell 2000  index  calls  for  a  31%  gain, 
more  than  twice  the  most  optimistic 
reading  on  the  s&p,  says  Charles  L. 
Hill,  research  director  of  First  Call 
Corp.,  which  collects  and  analyzes  fore- 
casts. That  sets  up  small-cap  stocks  to 
beat  large-caps  for  the  first  time  since 
1993.  "Small-cap  names  are  popping 
up  all  over  the  place  in  our  earnings 
model,"  says  Stefan  W.  Cobb,  a  port- 
folio manager  at  Sirach  Capital  Man- 
agement Inc. 

Whether  investors  opt  for  large-, 


I  EXPECT  AN  8%  TO 
10%  TOTAL  RETURN' 

Edward  M.  Kerschner  has  been 
plumbing  the  depths  of  the  mar- 
kets for  22  years  and  has  been 
the  chief  investment  strategist  at 
PaineWebber  Inc.  since  1982. 

ON  STOCK  MARKET  VALUATION 

"The  market  is  not  a  product  of 
speculative  excesses  but  a  fair 
reaction  to  what's  happening  in 
the  economy:  slow  growth,  low 
inflation,  low  interest  rates." 

ON  HIS  1997  FORECAST  Because 
the  market  is  already  fully  valued,  I  expect  an  8%  to  10%  total 
return,  which  is  in  line  with  expected  growth  in  [S&P]  earnings." 

ON  INVESTOR  SKITTISHNESS  "I'm  nervous  about  the  market, 
too.  Those  of  us  who  grew  up  in  a  highly  volatile  economy,  with 
high  inflation  and  high  interest  rates,  don't  forget  it  easily." 

ON  CYCLICAL  STOCKS  IN  A  LESS  CYCLICAL  ECONOMY 

"With  a  muted  business  cycle,  there's  less  fluctuation  in 
demand,  which  benefits  companies  with  high  fixed  costs 
like  autos,  airlines,  and  retailers.  Over  a  business  cycle, 
they'll  have  higher  earnings  and  with  less  volatility  in  earn- 
ings, the  market  will  eventually  award  these  companies 
higher  price-earnings  ratios." 

ON  STOCKS  TO  AVOID  "Commodity  cyclicals  like  metal,  paper, 
and  chemical  companies.  Even  though  final  demand  is  less 
volatile,  we're  still  seeing  big  swings  in  commodity  prices." 


KERSCHNER 

PaineWebber 


mid-,  or  small-cap  stocks,  the  opportu- 
nities will  be  in  stocks  that  have 
demonstrated  an  ability  to  grow  con- 
sistently at  a  faster-than-average  pace. 
They're  in  such  sectors  as  technology 
and  financial  services,  and  they're  fierce 
competitors  in  the  global  market. 

What  may  not  fare  well  in  the  new 
economy  are  companies  with  heavy 
debt  burdens.  In  a  slow-growth  envi- 
ronment, financial  leverage  is  a  hin- 
drance, warns  Richard  Bernstein,  di- 
rector of  quantitative  research  at 
Merrill  Lynch  &  Co.  "Our  investment 
theme  is  to  buy  companies  with  rela- 
tively low  leverage  and  stable  earn- 
ings." Bernstein  says  investors  should 
search  in  the  technology  and  consumer- 
staples  sector  for  those  plays. 

Investing  in  today's  pricey  equities 
market  carries  risk.  There  is  no  toler- 
ance for  nasty  surprises  such  as  a 
spike  in  interest  rates  or  a  scary  in- 
ternational flare-up.  A  serious  correc- 
tion could  quickly  clip  10%  or  15%  off 
stock  prices  and  sorely  test  the  stay- 
ing power  of  millions  of  new  investors. 
But  as  long  as  the  underlying  funda- 
mentals of  the  New  Economy  remain 
intact,  the  New  Stock  Market  should 
reward  investors. 

By  Jeffrey  M.  Laderman 
in  New  York 
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End  of  the  Bull  Session? 

Most  strategists,  although  wrong  in  '96,  again  expect  stocks  to  rein  in  their  run 

Mi 


arket  mavens  are  nursing  a 
bad  case  of  whiplash.  Most  of 
.the  42  strategists  surveyed  by 
business  week  a  year  ago  saw  their 
yearend  forecasts  surpassed  within  the 
first  few  months  of  1996.  The  consen- 
sus view  then  was  for  the  Dow  Jones 
industrial  average  to  rise  5%  and  end 
the  year  at  5430.  But  the  Dow  passed 
5430  in  early  February 
and  is  838  points  high- 
er, at  6268.  The  Dow's 
1996  gain:  22.5%. 

Only  three  strate- 
gists in  last  year's  sur- 
vey even  predicted 
that  the  Dow  would 
reach  6000.  Just  one  of 
those  three,  Dain 
Bosworth  Inc.'s  techni- 
cal analyst,  Robert  F. 
Dickey,  forecast  a  Dow 
that  would  top  6000 
1 1  >age  82).  One  year  lat- 
er,  forecasts  for  the 
Dow  range  from  4400 
to  7500,  with  the  aver- 
age calling  for  a  Dow 


Forecasts  for  the 
Dow  range  from  4400 
to  7500-with  the 
average  calling  for  a 
gain  of5%,to6587- 
but  the  prospect  of 
slower  growth  in 
corporate  earnings 
is  weighing  down 
many  of  the  analysts' 
predictions 


at  6587  by  the  end  of  the  year — a  gain 
of  about  5%.  The  Standard  &  Poor's 
500-stock  index  is  expected  to  do  slight- 
ly better,  gaining  6.2%.  The  nasdaq 
Composite  index,  however,  is  projected 
to  end  1997  with  an  underwhelming 
3.2%  gain. 

The  prospect  that  earnings  growth 
will  slow  weighed  down  many  1997 
market  forecasts. 
"What's  been  driving 
the  stock  market  is 
earnings,  and  if  earn- 
ings appear  to  be  com- 
ing down  in  1997,  the 
stock  market  will  come 
down,  too,"  says 
Richard  Davis  Jr.  of 
Dallas-based  Rauscher 
Pierce  Refsnes  Inc. 
Davis  thinks  that  af- 
ter rising  7%,  to  6800, 
by  midyear,  the  Dow 
will  slide  to  (5000  and 
end  the  year  down 
more  than  4%. 

A  double-digit  drop 
is  expected  by  Michael 


Metz,  market  strategist  at  Opff ' 
heimer  &  Co.  Metz  looks  for  a  12%jlIIEli 
to  bring  the  Dow  to  5600.  "I  thfe 
we're  going  to  see  a  serious  erosiof 
profit  margins,"  he  says.  Metz  has  tjf  ' 11 
waiting  a  while  for  falling  profits  llli  I 
rising  rates  to  drag  down  the  Efo: . 
"I've  been  wrong  most  of  the  year,!.., 
I've  been  40%  in  cash,"  he  notes 
year  ago,  Metz  expected  a  Dow  of  T 
by  yearend  1996.  Salomon  BrotlL, 
Inc.'s  David  Shulman  also  expects 
Dow  to  tumble.  "Our  view  is  for  e 
ings  to  grow  at  5%  and  for  inte 
rates  to  be  modestly  higher,"  he  s  Wf 
"That's  an  environment  for  quite  t  \^ 
of  disappointment."  Shulman  envis 
a  Dow  of  5750  by  yearend. 
"MANIC  EUPHORIA."  Some  market  s 
paint  an  even  gloomier  picture.  1 
zog,  Heine,  Geduld  Inc.'s  David  B.  "  m 
tian  Jr.  calls  for  a  bear  market.  "M  "  M 
euphoria  has  won  out  over  ratio  IIf.j 
ty,"  he  says.  "It  may  hold  out  until 
end  of  the  quarter,  or  the  end  of  "SUS 
year,  because  of  mutual-fund  m<  ;. 
IN  iwing  in."  I  Si  isl  ian  t  hinks  i  hat  a  1 
the  profit  gains  that  have  now  be( 
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NASDAQ 

COMPOSITE    ASSET  ALLOCATION 

YEAREND   STOCKS  BONDS  CASH 

FAVORITE 
STOCK  SECTOR 

FAVORITE 
STOCK 

i  A.  SMITH  Prudential  Securities 

7000 

7500 

850 

1350 

80% 

20% 

0% 

Financials 

Avon  Products 

5RT  S.  BOBBINS  Robinson-Humphrey 

7100 

7400 

860 

1500 

60 

35 

5 

Technology 

LCI  International 

J  1   UUUITF  1  ntprct  ato  /  In  h  n  q  n  n  1  anp 
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6800 

7250 

825 

1475 

50 

35 

15 

Cons,  staples  Food  Lion 

IF  W  7FMPFI  K'nhrrt  W  R  tinl  &  Cn 

It  Tf.  £.CmrEL  l\UUcl  I  VV.   DdllU  Ol  OU. 

6935 

7250 

810 

1350 

70 

20 
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Health  care 

St.  Jude  Medical 

'in  RIRINYI  .IR  Ririnvi  A  i"  n  i  ■  i  a  t  p< 
,lu  Dininii  un>  Diiniyi  niouiidie j 

7000 

7200 

800 

1350 

80 

10 

10 

Financials 

Citicorp 

ED  GOLDMAN  A.G.  Edwards  &  Sons 

6800 

7200 

830 

1400 

90 

10 

0 

Retail 

Reading  &  Bates 

US  TELZROW  Principal  Financial  Sees. 

6600 

7200 

830 

1450 

55 

30 

15 

Energy 

Offshore  Energy  Dev. 

kf*fiRQFN  Trpwnr  ^tpwart  Rurtnn  R,  lamh^pn 
luUDocn  iicvui  oicwai  i  duiiuii  a  jciuuu  ocm 

7175 

7175 

845 

1425 

70 

30 

0 

Cons,  staples  Olsten 
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6000 

7100 

820 

1450 

90 

0 

10 

Technology 

Ryder  System 

f  IfKFPM  fiflHFN  CnMin  in  S  u  lv 

i  iiuotrn  uuntn  uuiunidii  oduiio 

— 

7050 

815 

1475 

60 

25 

151 

Technology 

Sun  Microsystems2 

D  A.  HENWOOD  Raymond  James  &  Assoc. 

6850 

7050 

805 

1280 

70 

20 

10 

Services 

Vencor 

ARD  G.  BILEY  BankBoston 

6850 

7050 

815 

1383 

60 

35 

5 

Energy 

Arterial  Vascular  Eng. 

'■PU  H  RARTHFI  Fahnpstnrk  K  Pn 

,rn  n.  DHnincL  r  n niiu 5 1 Lit n  c*  uu. 

6700 

7000 

830 

1450 

70 

30 

0 

Technology 

Cisco  Systems 

■  PH  RATTIPAfil  IA  Prnntal  X  Pn 

.m  DM  ■  1  IrHULIH  LI  1  U  III  a  1   &  \jU. 

6600 

7000 

810 

1450 

80 

20 

0 

Technology 

ITT  Industries 

II       .1  PRADII  I  A  Pnwpn  Pn 

6700 

7000 

815 

1450 

60 

35 

5 

Technology 

Boeing 

APPLEGATE  Lehman  Brothers 

6650 

6950 

817 



70 

30 

0 

Financials 

Citicorp 

I0NY  F.  DWYER  Rickel  &  Associates 

6300 

6950 

— 

60 

30 

10 

Technology 

Filene's  Basement 

I  F  ^KRAINKA  FHwarrl  Innpc 
1  r -  onnHinnH  uuwdiu  juiico 

6750 

6950 

810 

1375 

65 

25 

10 

Technology 

PepsiCo 

"IIP  F   PFRflNI  .IR    hnnpw  Mnnton mprw  ^rntt 
.nc  c  rLnuni  un<  jdinicy  iviuiiiguinciy  ouun 

6150 

6925 

— 

100 

0 

0 

Technology 

Honeywell 

tV  nnMRHlif  Mi  Dmnlfl  K.  Co 

IE    UUlYIDUin  IVILUUMdIU   Ot  l/U. 

6200 

6900 

795 

1280 

90 

0 

10 

Technology 

Charming  Shoppes 

B.  HAYS  Wheat  First  Butcher  Singer 

6600 

6900 

810 

1550 

90 

10 

0 

Technology 

Oracle  Systems 

'  HOWARD  First  of  Michigan 

5900 

6900 

795 

1350 

50 

25 

253 

Financials 

Nematron 

1  .inHN^ON  F i r ■=  t  Alhinv 
l  tiunnoun  r  m  .1  niudiiy 

6700 

6900 

800 

1380 

45 

45 

10 

Technology 

Intel 

M  RI  IIMRFRR  Incpnhthal  Ivnn  X,  Rnv 

6150 

6800 

780 

1360 

50 

30 

20 

Cons,  staples  Albertson's 

K  w  7111  AilF  7n:  nif  Inu  Miunl  AP, 

5800 

6800 

790 

1500 

40 

50 

10 

Technology 

Nokia 

IANE  Spears,  Benzak,  Salomon  &  Farrell 

6350 

6650 

760 

1400 

85 

10 

5 

Financials 

AirTouch  Comms. 

ABETH  J.  MACKAY  Bear  Stearns 

6250 

6600 

760 

1390 

55 

35 

1  0 

Services 

360°  Communications 

1  H  ^HAIIRHNF^V  Afh/c  t  Prnnn 

6200 

6600 

770 

1300 

60 

30 

10 

Energy 

Action  Pert.  Cos. 

NBFD7IFLA  Kirknatnrk  Pptti^ 

6433 

6550 

756 

1252 

60 

20 

20 

Energy 

Koala  Corp. 

RHAi  flSflNI  FVFPFN  'Wiirihp' 

7200 

6500 

755 

1275 

5  5 

20 

25" 

Technology 

Centennial  Cellular 

T.  MILLER  Donaldson  Lufkin  &  Jenrette 

5900 

6400 

730 

1200 

50 

40 

10 

Financials 

IMC  Global 

.1AM  L  PATERNOTTE  Alex.  Brown  &  Sons 

6200 

6400 

750 

1300 

60 

20 

20 

Services 

Corporate  Express 

AA^  M  KFRF^FY  Palm  Rparh  Im/p^t  AH\/ 
nHO  m,  nLnLOLi  rdiui  DcdUii  iiivcoi.  nuv. 

6550 

6375 

740 

1300 

80 

10 

10 

Financials 

Intel 

M  niinAP.K  MRS  ^priiritip^ 
m.  uui/Hun  UDo  ocuUiilico 

5100 

6300 

750 

1300 

45 

30 

25 

REITs/Utils. 

Elec.  Data  Systems 

R  ANRFR^fill  Ampriran  FynrP^^  Fin  ^x/r^ 

n  HnuLnOUn  nlllcllLdll  la|JICOO  rill.  OVUo. 

6450 

6250 

730 

1240 

75 

0 

25 

Energy 

Silicon  Graphics 

SHALL  ACUFF  Smith  Barney 

7000 

6200 

720 

1 150 

50 

40 

10 

Health  care 

Eh  Lilly 

IABD  DAVIS  JR  Rauscher  Pierce  Refsnes 

6800 

6000 

725 

1200 

65 

25 

10 

Health  care 

Input/Output 

ARIl  P  NIRfKKi  Pmpr  1  aff rp>v 

6200 

6000 

710 

1000 

30 

50 

205 

Energy 

Unocal 

IFW  Fl  FMINR  P,artmnrp  P.lnh  il  P  artnpr< 

6800 

5800 

800 

1400 

80 

10 

10 

Health  care 

State  of  the  Art 

II  KHIli  MAN  Salnmnn  Rrnthpr 

V  OnULmHrl  OdIUMIUII  DIUUlClb 

6200 

5750 

675 

1050 

45 

35 

20 

Energy 

Dresser  Industries 

BBOWN  Ferris,  Baker  Watts 

6045 

5610 

645 

1020 

40 

30 

30 

Gold 

Central  Fnd. Canada 

IAEL  METZ  Oppenheimer  &  Co. 

5100 

5600 

710 

1070 

40 

30 

30 

Energy 

Polaroid 

C  J.  DION  Ziegler  Asset  Management 

5800 

5500 

DDL) 

1050 

90 

0 

10 

Energy 

Mobil 

D  B.  BOSTIAN  JR.  Merzog,  Heine.  Geduld 

5200 

4550 

530 

905 

25 

35 

406 

Utilities 

ERT  F.  DICKEY  Dam  Bosworth 

4800 

4400 

525 

850 

70 

10 

20 

Energy 

Barrick  Gold 

5ENSUS 

6384 

6587 

766 

1302 

63.7 

24 

12.3 

des  5%  in  Goldman  Sachs  Commodities  Index  ^'Equal  favorites  include  Delta  Air  Lines  and  AFLAC  includes  5%  in  alternative  investments 
des  5%  in  real  estate  and  5%  in  commodities    5Large-cap  only    includes  10%  in  gold  or  gold  stocks 
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the  bogey  were  helped  by  nonrecur- 
ring restructurings.  "Companies  can't 
raise  prices,  so  if  costs  start  creeping 
up,  margins  will  get  squeezed  viciously 
and  companies  will  cut  prices  to  retain 
market  share,"  he  says.  Bostian  thinks 
the  Dow  will  plunge  to  4550. 

In  the  bullish  camp,  Prudential  Se- 
curities Inc.'s  Greg  A.  Smith  is  bellow- 
ing the  loudest.  He  figures  that  strong 
money  flows  into  equities  and  a  world- 
wide economic  script  of  "modest  growth 
with  very  modest  inflation"  will  help 
send  the  Dow  up  almost  20%.  Federal 
Reserve  Chairman  Alan  Greenspan's 
recent  questioning  of  whether  there 
was  "iirational  exuberance"  in  the  stock 
market  has  Smith  nervous,  however. 
"My  concern  is  that  if  Alan  Greenspan 
and  the  rest  of  the  Fed  consider  the 
stock  market's  ebullience  irrational, 
they  could  try  to  do  something  about 
it,"  he  says  in  a  recent  report. 
ROTATION.  Double-digit  gains  are  also 
forecast  by  Robert  S.  Robbins,  market 
strategist  at  Robinson-Humphrey  Co.  in 
Atlanta.  He  just  raised  his  1997  ceiling 
for  the  Dow  from  6500  to  7400.  Rob- 
bins  expects  inflation  fears  to  moderate 
due  to  an  economic  slowdown  and  ex- 
pects earnings  to  clock  in  at  about  7% 
to  8%.  A  Dow  of  7050  is  forecast  by 
one  of  1996's  most  vocal  bulls,  Abby 


Joseph  Cohen  of  Goldman,  Sachs  &  Co. 
"I'm  expecting  stock  prices  on  the  ma- 
jor indices — the  s&P  500  and  the  Dow — 
to  increase  roughly  in  line  with  earn- 
ings," says  Cohen. 

Many  strategists  are  feeling  jittery 
after  the  bull's  long  run,  but  the  aver- 
age allocation  going  to  stocks — 63.7% — 
tops  the  61.5%  that  market  mavens 
recommended  last  year.  Meanwhile,  the 
allocation  to  bonds  has  dropped  from 
29.4%,  to  24%.  And  cash  has  been 
jacked  up  to  12.3%,  from  9.1%. 

Sluggish  stock  prices  would  make 
picking  the  right  stock  sectors  even 
more  crucial  in  1997.  "The  most  money 
to  be  made  in  the  stock  market  next 
year  will  come  from  group  rotation 
rather  than  a  market  move,"  says  Rao 
Chalasani,  chief  investment  strategist  at 
everen  Securities  Inc.  The  favored 
sectors  for  1997:  technology,  energy, 
and  finaneials. 

The  tech  sector  was  also  a  favorite  a 
year  ago.  In  fact,  four  of  the  six  best- 
performing  stock  picks  in  last  year's 
survey  were  tech  stocks.  The  grand 
prize  goes  to  McDonald  &  Co.'s  Jerry 
Dombcik:  As  of  Dec.  16,  Dombcik's  pick, 
Brightpoint  Inc.,  a  distributor  of  cellular 
telephones,  was  up  about  160%.  The 
worst-performing  stock  was  Glenayre 
Technologies  Inc.,  the  choice  of  First 


Albany  Corp.'s  Hugh  Johnson,  wh| 
lost  47.3%.  More  than  a  third  of  the 
rus  in  last  year's  survey  beat  the  si 
500's  17%  gain,  and  close  to  a  third  be 
the  Dow's  22.5%  gain. 

The  stock  market's  advance  h 
been  concentrated  in  big  blue  chi 
but  a  number  of  strategists  say  th' 
small-cap  stocks  could  outperfo: 
large  caps  in  1997.  Cohen  expects  t| 
nasdaq  index  to  rise  to  1475  becai 
of  "somewhat  better  earnings"  and 
cause  small  caps'  relative  underp 
formance  in  1996  means  they  nj 
catch  up  with  large-cap  stocks  in 
coming  year.  Janney  Montgom 
Scott  Inc.'s  Eugene  E.  Peroni  Jr.,  hoi 
ever,  feels  that  "there  is  too  much  ft] 
and  loathing"  in  the  market  for  snu 
cap  stocks  to  participate  in  the  sb 
market  advance  he  forecasts  for 
latter  half  of  1997.  "It  will  still  be 
'Nifty  50'  stocks  that  advance," 
says.  "People  will  still  seek  percei 
safety  and  liquidity." 

In  1996,  the  stock  market  roared  p| 
the  consensus  forecast  for  the  sea 
year  in  a  row.  At  this  juncture,  the 
of  a  coirection  is  certainly  greater 
it  was  a  year  ago.  But  investors  sho] 
keep  in  mind  that  the  pessimism  am 
top  strategists  may  be  overdone. 
By  Suzanne  Woolley  in  New 


TOP  GURU 


Last  Year's  Prize  Bull  Isn't  Exactly  Bellowing 


When  business  week's 
yearend  issue  showed  up 
at  his  office  in  late 
December,  1995,  Robert  F.  Dick- 
ey got  a  shock.  A  few  weeks  ear 
Her,  Dickey  had  filled  out  a  mar- 
ket forecast  survey,  predicting 
that  the  Dow  Jones  industrial 
average  would  vault  to  6300  by 
the  end  of  1996.  "I  was  really 
surprised  to  see  the  next  high- 
est forecast  at  6000,  and  that  I 
was  5%  higher,"  he  says.  "Then 
the  market  beat  even  my  fore- 
cast, before  falling  back.  It's 
incredible." 

Dickey,  technical  analyst  at 
Minneapolis-based  Dain  Bosworth 
Inc.,  doesn't  boast  about  forecast- 
ing models  or  pontificate  about 

technical  indicators.  "To  pick  a  yearend  forecast  is  luck,  I 
admit  it,"  he  says.  "I  thought  my  estimate  was  a  long 
shot."  But  since  the  stock  market  had  been  averaging  an 
annual  17%.  gain  since  19S2,  he  didn't  think  his  forecast 
ras  totally  out  of  line.  "The  fact  that  economic  growth 


DICKEY:  The  market  is  close  to  a  correction 


was  so  steady  and  sustained 
made  it  pretty  easy  to  expect 
market  to  do  the  same,"  he  ssj 

Now,  however,  Dickey  says 
market  is  close  to  a  correction.) 
He  doesn't  envision  a  prolongel 
bear  market,  but  he  does  foreq 
20%  to  30%  drops  for  the  Do\ 
Standard  &  Poor's  500-stock  ir 
dex,  and  Nasdaq  Composite  in! 
dex.  "There  are  more  problem! 
on  the  horizon  now  than  there! 
were  a  year  ago,"  he  says.  "A  | 
rise  in  energy  prices  over  the 
next  few  months  will  translate! 
into  higher  inflation  overall, 
which  will  negatively  affect  inti 
est  rates,  and  the  stock  and  bcl 
market  will  follow  like  dominoJ 
Dickey's  stock  pick  for  19961 
was  one  of  the  biggest  winners  in  last  year's  survey.  Hi| 
choice,  U.  S.  Surgical  Corp.  was  up  75.3%-  as  of  Dec.  16. 
His  favorite  stock  now:  Barrick  Gold  Corp.  Gold?  That's) 
bear  growl  if  there  ever  was  one. 

By  Suzanne  Woolley  in  New 


Business  Week — the  perfect  holiday  gift  for  your  staff,  colleagues,  clients 
and  friends.  Anyone  who  cares  about  business  will  appreciate  receiving  the 
most  widely-read  business  magazine  in  the  world. 

You  can  order  gift  subscriptions  for  a  price  that  will  enhance  your  bottom 
line:  only  $42.95  for  the  first  gift,  and  an  astounding  $25  for  each 
additional  gift  subscription.  Order  today  and  take  it  easy  through  the  holidays! 
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OneSource 


FROM    S  C  HWA B 


TTie  mutual  hinds  shown 
here  have  two  things  in  com- 
mon: First,  every  one  of  them 
has  turned  in  strong  historical 
performance.  (Rememher:  past 
performance  is  no  guarantee  of 
future  results.)  And  second, 
they're  all  availahle  to  you 
through  Schwab's  Mutual  Fund  OneSource" 

Mutual  Fund  OneSource  gives  you  access  to  over  600  mutual 
hinds  from  many  of  the  most  respected  fund  families  in  America, 
including  Janus,  1NVESCO,  Scudder,  PBHG  and  more. 

NO  LOADS  AND  NO  TRANSACTION  FEES 
ARE  JUST  THE  BEGINNING  OF  THE  BENEFITS. 

All  OneSource  funds  are  free  of  loads  and  transaction  fees.  As 
a  customer,  you'll  also  receive  tools  that  can  help  you  pursue  your 
investment  objectives.  For  example,  our  Mutual  Fund  Select  List  ' 


shows  you  the  historically  high-performing  funds  available 
through  Schwab.  The  funds  here  all  come  from  the  9/30/96  issue. 
A  consolidated  statement  shows  all  your  fund  holdings.  Our  Web 
site  —  tvunv.schtvab.com  —  lets  you  check  your  account  balances, 
order  mutual  fund  research  reports  and  enter  orders  for  funds  24  hours  a 
day.  And  you'll  have  access  to  round-the-clock  telephone  support. 

For  STRONG  PERFORMANCE, 

you've  come  to  the  right  page. 

In  fact,  for  selection,  value  and  benefit,  you  need  look  no  furrhet 
than  Schwab's  Mutual  Fund  OneSoutce. 


YOURS  FREE     I  Select  List 


To  receive  two  free  copies  of  our 
Mutual  Fund  Select  List,  stop  by 
one  of  our  more  than  235  offices 
nationwide  or  call: 


Jan 


la 


1-800^NO^LOAD 


International  investing  involves  additional  risk  to  principal,  including  currency  fluctuations,  political  instability  and  foreign  regulation. 

I  h:,rles  Schwab  provides  recordkeeping  and  shareholder  services  for,  and  receives  remuneration  from,  Mutual  Fund  OneSoutce  companies.  Schwab's  standard  transaction  W 
be  charged  on  each  redemption  of  fund  shares  bought  with  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  tight  to  assess  Schwab's  standard  transacticfl 
in  the  future,  should  short-term  trading  become  excessive,  as  well  as  the  right  to  change  the  funds  we  make  available  without  transaction  tees  (exception:  Schwab  1000  Fu:l. 
redemption  fee  of  0.50%  of  proceeds  will  be  charged  by  Schwab  1000  Fund  for  redemption  of  shares  held  less  than  6  months.  *Expenses  partially  absothed  by  fund  managiS- 
which  has  the  effect  of  increasing  yields.  Not  all  funds  are  available  in  all  states.  ©1996  Chatles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  S1PC/NYSE.  (12/96) 


Charles  Schwab 


Charts  represent  growth  of  a  hypothetical  $10,000  investment  over  a  multi-year  period  ending  9/30/96. 
Assumes  reinvestment  of  capital  gains  and  income.  Past  performance  is  no  guarantee  of  future  results. 
Returns  will  vary  and  shares  may  be  worth  more  or  less  than  original  cost  when  sold.  Average  annual  returns  as  of  9/30/96. 


:UBERGER  &  BERMAN  GENESIS* 


30,000 
25,000 
20,000 
15,000 
10,000 

•92       '93       '94       '9S  ■% 

Value  of  investment:  $20,469 
Average  annual  returns  (as  of  9/30/96). 
i  year  +  23.23%   5  year  +15  40% 
Since  inception  (9/27/88)  +  13.85% 


SMALL  COMPANY 
Baron  Asset 


Value  of  investment.-  $25,952 
Average  annual  returns  (as  of  9/30/96)  : 
I  year  +  21 .30%  5  year  +  21 .02% 
Since  inception  (6/12/87)  +  17.84% 


Warburg  Pincus  Emerging  Growth 


Value  of  investment:  $24,542 
Average  annual  returns  (as  of  9/30/96): 
/  year  +  14.11%    5  year  +  (9.67% 
Since  inception  (1/21/88)  +  17.94% 


Oakmark 


Value  of  investment:  $34,352 
Average  annual  returns  (as  of  9/30/96) : 
I  ;year  +  15.54%  5  -year  +  27.98% 
Since  inception  (8/5/91)  +  29.50% 


 GROWTH— 

PBHG  Growth 


Value  of  investment:  $39,726 
Average  annual  returns  (as  of  9/30/96)  : 
1  year +  29.57%  5  year  +  31.76% 
10  year +  23  .40% 


Third  Avenue  Value 
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•92         •y')         '94         '95  ■% 

Value  of  investment:  $21 ,326 
Average  annual  returns  (as  of  9/30/96)  : 
1  year  +  12.41%    5  year  +  16.35% 
Since  inception  (11/1/90)  +  21 .21% 


:udder  Growth  &  Income 


Value  of  investment:  $20,810 
Average  annua!  returns  (as  of  9/30/96) . 
1  year  +  20.13%  5  year  +  15.79% 
10  year  +  13.93% 


GROWTH  &  INCOME 
Schwab  1000  Fund®* 


Stein  Roe  Growth  &  Income 


30,000 
25,000 
20,000 
15,000 
10,000 

•92       '9j       '94       '95  % 

Value  of  investment:  $20,049 
Average  annual  returns  (as  of  9/30/96) : 
1  year  +  19.09%  5  year  +  14.92% 
Since  inception  (4/2/91)  +  14.40% 


Value  of  investment:  $20,782 
Average  annual  returns  (as  of  9/30/96) : 
1  year  +  22.67%  5  -year  +  15.76% 
Since  inception  (3/28/87)  +  11.79% 


Janus  Worldwide 


30,000 
25,000 
20,000 
15,000 
10,000 

'42       93       '94       '95  '9h 

Value  of  investment:  $23,559 
Average  annual  returns  (as  of  9/30/96)  : 
1  year  +27.48%    5  year  +18.69% 
Since  inception  (5/15/91)  4-19.96% 


INTERNATIONAL  EQUITY 
Scudder  Global 


30,000 
25,000 
20,000 
15,000 
10,000 

Value  of  investment:  $17,606 
Average  annual  returns  (as  of  9/30/96)  : 
1  year  +  10.14%  5  year  +  1 1 .96% 
10  year  +  13.08% 


Founders  Passport 


30,000 
25,000 
20,000 
15,000 
10,000 

92       93       '44       '95  % 

Value  of  investment:  $13,369 
Average  annual  returns  (as  of  9/30/96) : 

1  year  +16.21%   5  year  N/A 
Since  inception  (11/16/93)  +  10.66% 


free  prospectus  containing  more  complete  information,  including  management  fees  and  other  expenses,  is  available  through  Schwab. 

Please  review  the  prospectus  carefully  before  investing. 


1-800-5-NO-LOAD 


STRATEGIES  FOR  STOCKS 


TECHNOLOGY 


High  Tech  Is  Wired  for  Rewards 

New  products  and  the  Internet  are  likely  to  keep  these  jumpy  stocks  moving  skyward 


It  took  guts  to  buy  tech- 
nology stocks  in  1996. 
Even  the  fastest-grow- 
ing companies  risked  merci- 
less pummeling  at  the  slight- 
est whiff  of  bad  news.  Yet 
investors    who    braved  the 
volatile  industry  were  richly  re- 
warded as  high-tech  stocks  con- 
tinued their  journey  skyward.  The 
bellwether  Pacific  Stock  Exchange 
Tech  Index  is  up  22%  through  Dec. 
13,  handily  beating  the  Standard 
&  Poor's  500-stock  index  and 
continuing  a  boom  that  has  per- 
sisted for  more  than  two 
years.  Since  tech  stocks  took 
off  in  June,  1994,  the  pse 
Tech  Index  has  risen  a  blis- 
tering 129%. 

Will  tech  stocks  finally  de- 
flate in  1997?  Not  likely,  say 
some  of  the  top  high-tech 
mavens.  These  companies  remain 
the  focal  point  of  a  world  econo- 
my rapidly  adjusting  to  techno- 
logical change  and  are  big 
beneficiaries  of  corporate  and 
consumer  spending.  High-tech 
profits  rose  25%  this  year  and 
will  grow  an  estimated  26% 
in  '97 — faster  than  any  other 
industry,  says  John  W. 
Ballen,  a  small-  and  mid- 
cap  fund  manager  at  Mass- 
achusetts Financial  Services 
Co.  in  Boston.  What's  more, 
high-tech  profits  will  rise  at  a 
time  when  overall  corporate 
profit  growth  is  expected  to  slow  to 
around  10%,  from  16%  in  1996.  "Peo- 
ple continually  underestimate  the  val- 
ue of  innovations"  in  the  high-tech  in- 
dustry, says  Kevin  Landis,  co-manager 
of  this  year's  top-performing  stock  fund, 
the  Interactive  Investments  Technology 
Value  Fund,  up  65%  through  Dec.  13. 

Analysts  point  to  numerous  reasons 
why  high  tech  will  rule  again  in  1997. 
For  one  thing,  the  general  environment 
will  be  conducive  to  growth:  The  econ- 
omy is  vibrant,  interest  rates  are  low, 
and  inflation  is  tepid.  For  another,  the 


industry  is  heading  into  major  new 
product  cycles.  Intel  Corp.'s  Pentium 
Pro  processor  is  due  out  next  year  and 
should  drive  PC  and  software  sales 
higher.  Services  to  support  customers 
setting  up  complex  networks  and 
preparing  to  update  systems  for  the 
year  2000  will  also  be  in  demand.  Fi- 
nally, the  building  of  the  Internet  con- 
tinues, and  new  generations  of  cellu- 


lar telephones,  moderns,  an- 
other devices  will  beconr.' 
available. 
While  the  outlook  is  brigf 
for  the  high-tech  industry,  trj 
question  remains  whether  son 
tech  stocks  are  fully  valued 
even  overpriced.  Keep  in 
that  stock  values  are  basd 
on  future  results,  and  valua- 
tions that  appear  ridicf 
lously  high  may  be  reasof 
able  if  a  company's  pro™*' 
are  expected  to  keep  paoT 
For  instance,  Premisys  Com 
munications  Inc.,  which  dew1 
ops  means  for  separating  cor 
puter  from  voice  data  on  copp 
wire,  will  see  its  business  soar  if 
can  persuade  telephone  compani 
to  buy  its  products.  At  a  recej 
price  of  $50  a  share,  it's  trading  at;  ' 
hefty  55  times  expected  1997  profi 
But  Scott  W.  Schoelzel,  managers- 
Janus  Olympus  Fund,  thinks  t 
price   is   reasonable,  sin 
Premisys'  profits  stand  a  gor1 
chance  of  doubling  next  year. 
DIFFERENT    ROUTES.    Still,  1 
vestors  need  to  tread  cautious!!  - 
"Anything  with  a  p-e  over!11' 
is  vulnerable  to  disappoil 
ment,"  says  Ballen.  Indeed,  t  b 
higher  the  price-earnings  m 
tiple,  the  more  likely  it  is  tl s 
the  stock  could  be  crushed  at  P' 
first  sign  of  bad  news,  even  if  pr! 
its  remain  strong. 

There's  more  than  one  roi  ^ 
through  the  technology  minefiej" 
provided  you  understand  the  co  Wetr 
panics  you're  investing  in.  Consul- 
the  different  paths  taken  by  the  1 P  soft, 
two  tech  funds  this  year.  Interact 
Investments  owned  mainly  semio 
ductor  stocks,  while  runner-up  PE 
Technology  &  Communications  Fih 
focused  on  networking  and  tech-s  f 
vices  companies. 

Even  if  you  don't  know  a  pac! 1 
switch  from  a  light  switch,  you  can  s ! 
find  smart  ways  to  play  high  tech.  Mi 
investors  like  the  prospects  for 
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★  PC  POWER  SURGE  Large  personal-computer  makers,  such  as  Compaq  and  Dell,  should  benefit  as 
companies  upgrade  to  Intel's  Pentium  Pro  microprocessor 


John  S.  Force,  manager  of  the  PBGH  Technolo- 
gy &  Communications  Fund,  is  one  of  this 
year's  hottest  tech-fund  managers.  Through 
Dec.  13,  his  fund  was  up  52.2%. 

ON  WHETHER  TECH  STOCKS  ARE  OVER- 
VALUED: Compared  to  their  growth  rates,  ab- 
solutely not.  The  companies  in  my  portfolio 
had  60%  earnings  growth  this  year  and  will 
grow  44%  next  year.  To  say  the 
market's  too  expensive  relative  to 
the  growth  potential  is  incorrect. 


ON  WHETHER  LARGE  TECH 
STOCKS  ARE  SAFER  THAN  SMALL 
ONES:  It's  better  to  own  a  combi- 
nation of  these  companies.  I  won't 
buy  anything  under  20%  earnings 
growth  a  year,  so  I  stay  away 
from  IBM.  But  there  are  other 


st  companies, 
elzel  is  bullish 
icrosoft,  Com- 
3omputer,  and 
i  Systems,  all 
rs  in  their  in- 
,ries.  "The 
g  are  getting 
ger,"  he  says, 
ral  analysts 
itly  upgraded 
's  stock  after 
gement  made 
at  predictions 
t  demand  for 
imiconductors 
higher  profit 
;ins.  On  Dec. 
[erriil  Lynch's 
nas  Kurlak 
d  his  1997 
ngs  estimate 
ntel  to  $9  a 
5,  from  $7.70, 
said  the  stock 
rise  from  the 
to  $140  range 

00  within  the  year. 

hoelzel's  top  pick  is  his  fund's 
st  holding,  IBM.  The  easy  money 
M  has  been  made,  after  its  recent 
to  a  high  of  $166  a  share.  But 
elzel  thinks  it  will  go  still  higher, 
las  refreshed  its  product  line  and 

1  dominant  position  in  technology 
ilting.  At  $150  a  share,  IBM  is  trad- 
it  only  12  times  1997  earnings, 
elzel  argues  that  if  profits  grow 

0  10%  next  year,  as  he  expects, 
should  justify  a  multiple  closer  to 
vhich  would  shoot  the  stock  up 
$200  a  share. 

maid  E.  Elija,  manager  of  the 
Ttson,  Stephens  Information  Age 
I,  up  31.7%  this  year,  favors  most 
PC  makers  and  networking  com- 
is.  Compaq,  Dell  Computer,  and 
way  2000  will  all  benefit  as  Corpo- 
America  upgrades  to  Intel's  Pen- 
Pro  processor  and  Microsoft's  Of- 
37  and  NT  software.  In  networking, 
ces  Ascend  Communications,  3Com, 
Cabletron  Systems — all  big  players 
e  growth  of  the  Internet, 
rr  SOFTWARE.  Some  tech  investors 
the  momentum  of  large-cap  stocks 
slow  in  1997,  and  smaller  issues 
come  into  favor.  Networking  com- 
;s  appear  at  the  top  of  many  in- 
n's' lists,  and  there's  no  shortage  of 
!S.  David  Pearl,  co-manager  of  the 
Imark  Small  Cap  Equity  Fund,  up 
b  through  Dec.  16,  says  one  of  his 
picks  is  Uniphase  Corp.,  which 
is  technology  that  lets  cable  com- 
is  upgrade  to  500  channels.  At  a 
it  price  of  $50  a  share,  it's  trading 

1  times  1997  profits.  But  Pearl  says 
.  buy  nonetheless,  because  profits 


JOHN  FORCE 

Manager, 
PBGH  Technology 


large  companies  growing  20%  or  more,  such 
as  Microsoft  and  Cisco  Systems. 

ON  THE  LIKELIHOOD  OF  A  CORRECTION: 

Corrections  are  normal.  There  have  only 
been  two  years  since  1984  when  tech 
stocks  didn't  drop  at  least  10%.  Investors 
better  be  prepared. 


ON  HIS  FAVORITE  SECTORS:  I  like 
Internet  network  equipment  com- 
panies but  not  service  providers. 
I  also  like  software  companies, 
including  makers  of  help-desk 
and  electronic  design  automation 
software.  I  like  technology  service 
companies.  I  don't  own  a  mean- 
ingful percentage  of  semiconduc- 
tor stocks,  but  I  probably  will  own 
more  as  1997  evolves. 


"TO  SAY  THE  MARKET'S  TOO 
EXPENSIVE... IS  INCORRECT" 


should  double  next  year.  Another  Pearl 
favorite  is  Network  General  Corp.,  a 
maker  of  network  diagnostic  tools.  Pearl 
thinks  the  company  could  be  a  buyout 
candidate  as  larger  rivals  expand  their 
focus  on  network  servicing. 

Another  hot  area  is  software,  where 
companies  often  have  high  profit  mar- 


STOCK 


PRICE*     PRICE-EARNINGS  RATIO" 


CABLETRON       36/2  24 

Entering  new  product  cycle,  p-e  is 
below  that  of  peers 


CISCO  633/8  29 

Dominant  force  in  networking  will  keep 
getting  stronger 


COMPAQ  75%  13 

Largest  PC  maker  will  benefit  from 
migration  to  NT,  Pentium  Pro  processor 

ibm"        "vm"  if 

Strong  turnaround  story,  coupled  with 
stock  buyback  and  healthy  earnings 
growth,  restores  blue-chip  status 

Intel""       ~iiif  "if 

Volatility  makes  it  risky,  but  it  still 
monopolizes  chip  biz;  earnings  per 
share  should  grow  sharply  in  1997 

LEVEL  ONE         36  31 

Big  potential  in  nifty  technology  for 
boosting  capacity  of  copper  wire 

MICROSOFT  ~"mA~'  38 

Entering  new  product  cycles  with 
Office  '97  and  NT 


*Dec.  16 


**Based  onl997  earnings  estimates 


DATA:  BUSINESS  WEEK  SURVEY  OF  FUND  MANAGERS, 
ZACKS  EARNINGS  ESTIMATES 


gins.  John  S. 
Force,  manager  of 
the  pbgh  tech 
fund,  likes  Para- 
metric Technology 
Corp.,  which 
makes  computer- 
aided  design  soft- 
ware and  is  tak- 
ing business  away 
from  bigger  com- 
panies, while  sus- 
taining profit  mar- 
gins in  the  40% 
range.  Force  also 
likes  Inso  Corp., 
an  outfit  that 
makes  spell-check- 
ing and  related 
software  for  text 
publishing  and  has 
a  key  customer  in 
Microsoft. 

The  high-tech 
industry  is  filled 
with  fast-growing 
niche  companies, 
and  that's  where  many  investors  think 
the  big  opportunities  He.  Roland  Gillis, 
co-manager  of  Putnam's  Voyager  Fund, 
favors  emc  Corp.,  which  has  50%  of  the 
market  for  large  data-storage  systems. 
Gillis  says  a  price  war  is  ending  in  emc's 
market  and  1997  profits  should  grow 
50%.  He  also  likes  Shiva  Corp.,  which 
makes  switches  for  local-area  networks. 
The  stock  has  fallen  sharply  in  recent 
months,  but  Gillis  says  that's  unwar- 
ranted since  profits  should  jump  to  $1.20 
a  share  next  year,  from  700  in  1996. 
A  KILLING  IN  3-D.  Landis'  favorites  are 
the  most  volatile  tech  stocks  of  all:  chip 
companies.  He  likes  Level  One  Com- 
munications Inc.,  which  hopes  to  bene- 
fit from  the  Internet's  growth  with 
technology  that  expands  the  capacity  of 
telephone  wire.  He  also  picks  Avant!, 
which  specializes  in  technology  for  sub- 
micron  chip  design,  and  specialty  chip- 
makers,  including  Altera,  Lattice  Semi- 
conductor, and  Xilinx. 

His  only  play  closely  tied  to  the  per- 
sonal-computer industry  is  S3  Inc.,  the 
leading  maker  of  graphics  chips  for  PCs. 
S3  stands  to  make  a  killing  in  the 
growth  of  3-D  computing  next  year — if 
Intel  doesn't  steal  its  thunder  with  a 
new  graphics  chip  of  its  own.  Landis 
warns  that  "S3's  leadership  may  only 
last  six  months." 

Sudden  swings  in  company  fortunes 
are  the  hallmark  of  the  high-tech 
industry.  Investors  shouldn't  be  sur- 
prised to  see  wild  gyrations  in  indi- 
vidual stocks  or  vicious  corrections 
in  the  entire  sector.  But  for  the 
patient  investor,  high  tech  is  the 
place  to  be. 

By  Geoffrey  Smith  in  Boston 


Will  yon  need  to  issue  new 
stock  to  afford  them  ? 


Just  How  Worried  Are 

You  About  Choosing 
the  Right  Business  PC? 


Picking  a  PC  for  your  company  raises  a  lot 
of  questions.  Questions  that  we  can  answer. 
To  see  why  HP  PCs  make  good  business 
sense,  call  us  at  800-322-HPPC,  Ext.  1876? 
Or  visit  http://www.hp.com/go/vectra. 


Is  there  a  service  ce 
in  your  time  zone 


pentium 


Canada,  call  1  -800  387  3867  'Starling  U  S  sireet  price  for  HP  Veclra  VEJ  Monitor  not  included  The  Intel  Inside  logo  and  Pentium  ,jre  registered  trademarks  ot  Intel  Corporation  Hewlett-Packard  Company  PPG431 


STRATEGIES  FOR  STOCKS 


FINANCIAL  SERVICES 


What  Comes  after  Mrvana? 

Banks,  brokers,  and  insurers  look  like  market-beaters,  even  if  the  big  runup  is  over 


Investors  who  bet  on  the  U. S.  finan- 
cial-services sector  in  1996  can  laugh 
all  the  way  to  the  bank.  For  the 
second  straight  year,  most  of  the  group 
is  set  to  beat  the  overall  market.  A 
third  spectacular  year  is  too  much  to 
expect,  but  if  interest  rates  stay  low 
and  takeovers  continue  apace,  the  sector 
is  likely  to  outperform  the  market  again. 

Take  commercial  banks.  "The  funda- 
mental stoiy  is  that  the  market  is  re- 
pricing banks.  Prices  will  go  up  and  up," 
says  Gerard  L.  Smith,  man 
aging  director  at  ubs  Securi- 
ties Inc.  Not  everyone  is  so 
bullish,  but  a  healthier  in- 
dustiy  has  made  investors 
rethink  the  traditional  dis- 
count to  the  market  of  bank 
price-earnings  multiples. 
"The  market  feels  com- 
fortable  with  the  quali- 
ty of  bank  earnings," 
says  Frank  V.  Cahouet, 
chairman  of  Mellon 
Bank  Coip.  "The  bias  [of  & 
bank  stocks]  will  be  up  in  ^ 
1997." 

Through  Dec.  16,  the 
Keefe,  Bruyette  &  Woods 
Inc.  bank  index  had  risen 
29.9%  after  a  49.7%  rise 
in  1995.  Share  buybacks 
have  been  rampant — ex- 
pect more  in  '97.  "I'm  a 
bull,"  says  Keefe  Man- 
agers ceo  Hany  V.  Keefe  ':* 
Jr.  He  says  low  inflation  helps 
banks,  as  does  their  greater  effi 
ciency.  While  profit  trends  look  good,  if 
the  economy  falters,  credit  quality  and 
stock  prices  could  hurt.  But,  says  Keefe, 
"I  don't  see  where  the  bad  news  on  loan 
problems  is  going  to  come  from." 
mixed  RECORD.  So  which  stocks  to 
choose?  David  S.  Berry,  research  direc- 
tor at  Keefe  Bruyette,  likes  Chase  Man- 
hattan Corp.,  for  its  profit  boosts  into 
1998  from  cost  cuts,  and  Citicorp,  which 
is  set  for  revenue  growth.  Analyst 
Charles  M.  Vincent  at  pnc  Bank  Asset 
Management  Group  sees  no  fireworks 
in  financial-services  stocks  but  savs  some 


picks,  such  as  Norwest  Coip.,  will  tlirive. 
Salomon  Brothers  Inc.  analyst  Michael 
A.  Plodwick  says  the  best  potential 
takeover  plays  are  Mellon,  Summit  Ban- 
corp, Huntington  Bancshares,  First 
American,  KeyCorp,  Firstar,  and  U.  S. 
Bancorp.  James  K.  Schmidt,  portfolio 
manager  for  John  Hancock  Regional 
Bank  Fund,  finds  Union  Planters  and 
First  American  attractive  targets. 
Brokerage  stocks  should  do  well,  but 


sualty  firms  hurt  by  storm  losses,  sa 
dlj  analyst  David  Seifer.  One  firm 
likes  is  American  International  Group, 
consistent  earner  with  a  strong  glot 
franchise.  On  the  life  side,  he  favors  J< 
ferson-Pilot  Corp.  and  SunAmerica  Ii 
William  W.  Dyer,  a  trustee  of  Centu 
Shares  Trust,  likes  Aon  for  becomi 
the  top  insurance  broker  and  slicii 
costs  and  Chubb  Corp.,  since  it  may  s 
units  and  buy  back  shares,  usf&g  Coi 


STOCKS  TO  BA 


STOCK 


PRICE* 


PRICE  EARNING 
RATIO** 


AMERICAN  INTERNATIONAL  GROUP     10614  15.9 
Shrewd  underwriter  is  well  placed  in  fast-growing 
emerging  markets 


v  CHUBB  52  12.4 

%  Proceeds  on  possible  unit  sales  could  be  plowed 
I  into  share  buybacks 


I  CITICORP  %Y>  11.7 

JpStrong  revenue  growth  from  the  emerging  marke 
r  and  credit  cards 


f  FIRST  AMERICAN  OF  TENNESSEE  55^ 

Attractive  potential  takeover  bait 


11. 


GREAT  WESTERN  FINANCIAL  28^  10 

Tempting  target  as  California  thrifts  get  bought 


MERRILL  LYNCH  77!^ 

I  A  classy  outperformer  in  a  rising  market 


11 


NORWEST  42  12 

^Steady  earner  with  a  lucrative  consumer-finance 
franchise 
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it  will  be  hard  to  beat  their  37.78%  rise 
through  Dec.  1(3 — or  1996's  strong  prof- 
its. "That  kind  of  nirvana  doesn't  happen 
every  year,"  says  analyst  Raphael  Soifer 
at  Brown  Brothers  Harriman  &  Co.  He 
likes  Merrill  Lynch  &  Co.,  since  it  out- 
paces a  rising  market.  By  contrast,  Don- 
aldson, Lufkin  &  Jenrette  Securities 
Corp.  analyst — and  bear — Joan  S.  Solo- 
tar  counsels:  "Stick  with  Morgan  Stanley. 
It  tends  to  do  better  in  a  downturn." 

Insurance  stocks  had  a  mixed  record 
in  '96 — with  most  life  insurers  beating 
the  market  and  many  property-and-ca- 


is  appealing  for  that  same  reason  and, 
says,  because  it  may  be  takeover  ba 

Don't  forget  speciality  finance  cc 
panies.  Berry  likes  mortgage  lem 
GreenPoint  Financial;  First  Mercha 
Acceptance,  a  subprime  auto  lender  v 
profit  momentum  and  sound  credit  qi 
ity;  and  credit-card  issuers — especi; 
Capital  One  Financial,  which  has  dod 
big  losses  from  record  bankruptcies, 

Not  all  believe  the  market — or  fir. 
cial  services — can  keep  rising.  But 
'97,  bulls  again  may  have  the  last  lat 
By  Alison  Rea  in  New 


STBET 


★  TAKEOVER  PLAYS  Consolidation  should  accelerate  in  1997.  This  wil 
brokerages,  and  insurers  that  are  on  the  radar  screens  of  hungry  buyers 


boost  shares  of  banks,  thrif 


On  January  1,1997 
The  Next  Century  Begins. 


We  seem  to  be  a  little  ahead.  But  then  we  always 
have  been. 

Twentieth  Century  Mutual  Funds  and  The  Benham 
Group  are  well-known  as  forward  thinkers. 

Now  we  have  combined  our  investment  strengths 
into  something  new  and  more. 

Starting  January  1,  there  will  be  something  bigger 
and  better  than  the  both  of  us.  We  believe  it  will  put 
you  even  farther  ahead. 

American  Century.  Investing  in  your  future. 


American 
Century 


n.  amerieancentury.  com 


STRATEGIES  FOR  STOCKS 


MEDIA 


The  Giants  May  Hit  Their  Stride 


Good  deals  could  include  Disney  and  Viacom 


Globalization  and  new  technolo- 
gies— hallmarks  of  the  New 
Economy — are  having  a  pro- 
found impact  on  media  giants.  That  im- 
pact is  both  positive  and  negative.  But 
most  analysts  believe  that  the  recently 
pummeled  stocks  of  most  of  the  big 
media  conglomerates  are  poised  for  a 
sharp  recovery. 

Fresh  international  markets  for 
U.S.-produced  content  are  opening  up, 
allowing  the  media  companies  to  gen- 
erate billions  in  additional  revenue  sim- 
ply by  selling  existing  content  to  new 
audiences.  That's  what  happened  when 
Viacom  Chairman  Sumner  M.  Redstone 
struck  a  $2  billion,  10-year  deal  in  April 
for  Paramount's  movies  and  TV  shows 
to  air  on  the  KirehGroup's  TV  system  in 
Germany. 

And  back  in  the  U.S.,  novel  tech- 
nologies are  allowing  media  companies 
to  repackage  and  sell  their  content  dif- 
ferently. Take  Time  Warner's  Home 
Box  Office.  In  1992,  before  direct-broad- 
cast satellites  took  off,  hbo  counted 
only  100,000  new  subscribers.  In  1995 
and  1996,  hbo  logged  5.4  million  new 
customers.  About  half  of  those  are  DBS 
subscribers  who  receive  a  special 
"multiplex"  three  channels  of  hbo. 

But  electronic  delivery  systems  and 
media  outlets  don't  always  live  up  to 
their  hype.  Largely  thanks  to  problems 
at  its  Virgin  Interactive  unit,  Viacom 
Inc.'s  Spelling  Entertainment  lost  $10 
million  in  the  first  nine  months  of  the 
year.  Despite  huge  startup  costs,  Time 
Warner's  Full  Service  Network  inter- 
active-TV  trial  in  Orlando  has  never  been 
rolled  out  elsewhere.  And  the  entire  ca- 
ble industry  has  been  trampled  as  it 
failed  to  meet  repeated  promises  that 
some  new  technological  advancement — 
telephony,  cable  modems,  or  digital  TV — 
would  soon  be  widely  available. 

While  media  companies  are  in  many 
cases  poised  to  make  great  gains,  then- 
stocks  have  taken  a  beating  as  a  group. 
Many  companies  are  still  digesting  huge 
acquisitions  made  in  recent  years.  And 
investors  are  uncertain  about  the  lasting 
impact  on  these  companies  of  new  tech- 
nologies and  access  to  new  markets 
overseas.  Standard  &  Poor's  broad- 
cast/media group  lost  over  19.5%  of  its 
value  in  the  year  ending  Dec.  16. 


Analysts  agree, 
though,  that  the  worst 
is  likely  behind  many 
of  the  media  giants. 
Some  of  the  companies 
seem  poised  for  shaiyj 
improvements  in  cash 
flow.  At  the  least,  the 
downside  risk  seems 
minimal.  Says  State 
Street  Research  Inc.'s 
Larry  Haverty,  who 
oversees  positions  in 
Time  Warner,  Walt 
Disney,  and  News 
Corp.:  "You  can't 
break  your  neck 
falling  out  of  a 
basement." 
PAY  DAY.  What  should  an  investor  look 
for  in  these  companies  when  placing  a 
bet?  Disregard  the  promise  of  snazzy 
new  revenue  streams  and  exotic  tech- 
nological breakthroughs.  Focus  instead 
on  the  best-run  companies  with  strong- 
earnings  momentum.  In  fact,  media 


STOCK 
(SYMBOL) 


OPERATING  CASH 
STOCK  FLOW/AVERAGE 
PRICE*  ASSETS 


TIME  WARNER  (TWX)      38M  11.4% 
Closing  the  Turner  deal  helped  lift 
the  stock  at  yearend. 

WALT  DISNEY  (DIS)         69^  26.3 
It's  having  difficulty  digesting  ABC, 
but  the  company  is  still  among  the 
best-run  in  the  sector. 

NEWS  CORP.  (NWS)        20%  9.6 

Rupert  Murdoch's  buccaneering 
style  turned  investors  off. 

VIACOM  (VIA)  36^        9  1 

Chairman  Sumner  Redstone 
installed  himself  as  CEO  in  January. 
The  stock  has  yet  to  recover. 

TCI  (TC0MA)  12%  3.4** 

Beleaguered  CEO  John  Malone  tries 
slashing  capital  expenditures  and  staff. 

*Dec.  16  close 

DATA  BLOOMBERG  FINANCIAL  MARKETS  VER0NIS. 
SUHLER  4  ASSOCIATES  INC. 


may  be  one  of  the  few  sectors  wh<  I 
an  investor  can  find  bargains  nov  | 
days.  "The  market  clearly  has  pock  I 
of  overvaluation  in  it.  Media  is  not  of 
of  those,"  notes  Haverty. 

As  the  big  media  companies  beginB 
digest  their  huge  acquisitions  of  the  pfl 
three  years,  investors  may  see  soB 
of  the  promised  operational  payoffs  in 
terialize  by  mid-1997,  says  Menill  Lym 
&  Co.  media  analyst  Jessica  Reif,  » 
especially  favors  Viacom  and  TiB 
Warner,  where  all  divisions  except  I 
music  have  been  growing  at  a  douM 
digit  pace.  Sanford  C.  Bernstein  &  £ 
media  analyst  Tom  Wolzien  likes  j 
ney,  where  shares  have  taken  a  hit 
cause  of  ratings  problems  at  its  recer| 
acquired  ABC  television  network, 
works  are  cyclical,  and  meanwhile 
ney's  other  assets  continue  to  perfi 
well.  "Disney  is  the  long-term  inv 
ment"  to  make,  says  Wolzien.  "It 
been  and  will  continue  to  be  the  m  | 
solid  of  the  companies.  It  is  proba 
the  highest-quality  stock  in  the  groi 

While  media  conglomerates  are 
sitioning  themselves  to  take  advant 
of  the  promise  of  the  New  Econoj 
investors  who  keep  their  attent 
trained  on  the  less  alluring  basicd 
these  companies'  businesses  will  fj 
better  in  the  year  to  come. 

By  Elizabeth  Lesly  in  New  | 


BEST  BET 


*  THINK  BIG  Look  for  stable,  well-managed  companies 
with  strong  cash-flow  momentum 


Dne  name  stands  for 

etwork  computing  ex  pert  is 

worldwide. 


STRATEGIES  FOR  STOCKS 


REVIVALS 


Heads  Up  in  the  Heartland 

The  Rust  Belt  is  scraping  the  rust  off,  as  reborn  industrial  outfits  start  to  hum 


,;'  ■  - 


For  M.A.  Hanna  Co.,  the 
changeover  was  essential,  painful, 
and  complete.  Slammed  by  Asian 
competitors,  the  venerable  Cleveland 
supplier  of  iron  ore  and  coal  nearly  went 
belly-up  in  the  early  1980s.  With  its  re- 
serves poorly  located  or  mined  out, 
Hanna  was  forced  to  dump  the  minerals 
business  and  cut  its  workforce  of  8,600 
by  more  than  half. 

But  that  wasn't  enough.  Hanna 
needed  a  new  raison  d'etre.  Helped 
by  CEO  Martin  D.  "Skip"  Walker, 
a  veteran  executive  hired  from  Rock- 
well International  in  1986,  Hanna 
edged  into  the  fast-growing  fields 
of  specialty  plastics  and  rubber. 
This  year,  Hanna's  sales  were  $2.1  bil- 
lion, and  Walker,  who  will  step  down 
next  June,  expects  them  to  double 
by  2001. 

ROARING  RETREADS.  Hanna's  comeback 
story  is  being  repeated  all  over  the 
U.S.  industrial  heartland.  Revived 
companies  can  be  found  in  industries 
such  as  plastics,  machine  tools,  auto 
parts,  aerospace,  valves,  railroads,  food 
processing,  and  lighting. 

The  steel  industry  is  full  of  corpo- 


rate makeovers.  In  Akron, 
B.F.  Goodrich  is  10  years 
into  its  quest  to  turn 
itself   into    an  aero- 
space and  specialty- 
chemicals  company, 
and  its  stock  is  trad- 
ing    at     an  all- 
time   high.  Cleve- 
land's Allen  Group 
switched  from  manu- 
facturing mostly  auto- 
mobile test  equipment  to 
parts  for  mobile-communi- 
cations gear. 

The  newest  trend  is 
the  spin-off.  Many  in- 
dustrial behemoths  are 
completing  transforma- 
tions in  their  core  busi- 
nesses that  have  taken 
years  and  are  shedding 
noncore  properties.  The  spin- 
offs are  often  far  more  profitable 
than  they  were  with  their  mother  cor- 
poration. One  example  is  Imation, 
which  came  to  life  in  July  after  Min- 
neapolis' 3M  realized  it  couldn't  manage 
all  of  its  52  far-flung  business  units. 
Imation  inherited  3M's  computer-relat- 


BETTING  ON  REVIVALS 


STOCK 


PRICE*    PRICE-EARNINGS  RATIO 


21K 


14 


CINCINNATI 
MILACR0N 

This  machine-tool  giant  bucked  indus- 
try downturn  with  exports,  plastics 

DANA  30/  10 

The  old-line  truck-parts  maker  lucked 
into  the  sport-utility  boom 

EARTHGRAINS      ~WA  NA 

A  bakery  stock  that  doubled,  to  50, 
after  its  spin-off  from  Anheuser-Busch 

IMATION  YVA  NA 

The  stock  is  roaring  after  3M  spun  off 
computer-disk  unit 

M.A.  HANNA        21%  17 

This  ore-turned-plastics  firm  expects 
its  sales  to  double  by  2001 
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BEST  BET 


★  COMEBACK  KIDS  Makeovers  let  once  moribund 
companies  such  a  Hanna  flourish  in  new  niches 


ed  products.  As  an  independent  outfiB 
Imation  is  better  suited  to  keep  cosflj 
in  line  and  keep  pace  with  research 
and  with  fast-changing  markets. 

Earthgrains  Co.  is  a  similar  storB 
For  years,  the  nation's  second-largeal 
baking  outfit,  then  known  as  Camfl 
bell  Taggert  Inc.,  was  a  small  cog  m 
the  Anheuser-Busch  Cos.  beer  empirB 
In  a  major  1995  restructuring,  An 
heuser  shed  the  baking  company  an* 
other  subsidiaries  unrelated  to  bre™ 
ing.  Since  then,  Earthgrains'  stock  ha* 
doubled,  to  about  $50. 
GOOD  FORTUNE.  Other  strong  pel 
formers  in  the  old  Rust  Belt  well 
lucky  when  they  picked  their  nichl 
some  years  ago.  In  the  late  1960B 
Toledo  auto-parts  maker  Dana  CorB 
decided  to  avoid  the  passengeB 
car  market  and  put  more  enerjH 
into  light  trucks,  a  less  cyclical  sefl 
tor.  The  company  plodded  along  unfl 
the  early  1990s,  when  sport-utility  vl 
hides  became  the  rage.  Dana  rl 
bounded  from  its  worst  year  in  man 
in  1991:  It  prospered  by  makiiH 
the  axles  for  Ford  Explorers  and  Jefl 
Grand  Cherokees.  Dana  is  also  loofl 
ing  to  expand  overseas — a  stratejM 
well  under  way  at  Hanna.  In  the  pal 
three  years,  Hanna  has  picked  ifl 
no  fewer  than  15  foreign  manfl 
facturers — including,  recently,  til 
plastics  factories  in  China. 

Machine-tool  maker  Cincinnati  IV  I. 
lacron  also  took  big  hits  from  foreijl 
competition.  Now,  it  has  found  su  l 
profitable  niches  as  supplying  bits  aft 
fluids  for  industrial  machines,  and  fl 
overseas  sales  have  expanded.  SaH 
President  Raymond  E.  Ross:  "WejB 
going  to  be  profitable  this  year  fjj 
the  first  time  since  1981." 

Corporate   remolding,  especia 
through  spin-offs,  will  continue  i 
1997.  One  to  watch  is  Newport  Ne 
Shipbuilding,  which  Tenneco  Inc. 
go  on  Dec.  11.  The  Virginia  shipy 
the  only  one  left  building  large  Na 
vessels,  has  contracts  for  a  new  cl 
of  submarines  and  two  aircraft  c; 
ers,  including  one  due  for  laun 
ing  in  2002.  It  will  be  named  a 
Ronald  Reagan,  another  product 
the  heartland. 

By  Peter  Galuszka  in  Cincinnt 


jlobal  companies 
consider  Sun's 
network  computing 

ervice  and  suppor 

a  strategic, advantage. 


un  Microsystems,  we  help  businesses  build,  manage  and  profit  from  enterprise  network  computing.  Continually,  we  translate  our 
working  leadership  and  expertise  into  products,  technologies  and  services  that  give  our  customers  enterprise  solutions  and  discrete 
petitive  advantages.  It's  no.  surprise  that  we  offer  a  broad  portfolio  of  support,  education  and  integration  services  on  a  global  scale.  So 
ugh  our  Professional  Services  organization,  we  can  help  you  plan  your  implementation  and  get  maximum  effectiveness  from  your  network, 
we're  the  industry's  largest  UNIX*  education  organization,  with  over  50,000  students  trained  every  year.  Once  you've  installed  your  solution, 
11  be  pleased  to  know  that  we  support  more  than  500,000  systems  in  130  countries  worldwide.  Which  goes  to 

v,  if  you  want  the  best  information  system,  shouldn't  you  also  want  the  company  that  can  help  you  get  the  most  ^^'l/t^^i/ 
i  your  network?  For  more  information,  contact  us  at  http://www.sun.com  THE  NETWORK  IS  THE  COMPUTER™  microsystems 


'6  Sun  Microsystems,  Inc.  All  rights  reserved.  Sun,  the  Sun  Logo,  Sun  Microsystems,  and  The  Network  Is  The  Computer  are  trademarks  or  registered  trademarks  of  Sun 
.ystems.  Inc.  in  the  United  States  and  other  countries.  UNIX  is  a  registered  trademark  in  the  United  States  and  other  countries,  exclusively  licensed  through  X/Open  Company,  Ltd. 


STRATEGIES  FOR  STOCKS 


MERGERS 


A  Quickening  Takeover  Tempo 

From  telecom  to  entertainment,  mergers  and  acquisitions  may  be  even  hotter  in  '97 


For  the  past  three  years,  the  con- 
ventional wisdom  has  been  that 
the  takeover  game  would  soon  fiz- 
zle. Instead  the  tempo  of  buyout  activi- 
ty has  quickened.  The  just  announced 
megamerger  between  Boeing  Co.  and 
McDonnell  Douglas  Corp.  is  a  vivid  ex- 
ample of  what  has  been  going  on. 

And  1997  won't  be  any  different.  In 
1996,  banking,  insurance,  and  health 
care  provided  the  largest  cache  of  mar- 
ket winners.  Market  strategists  are 
betting  that  in  '97,  takeovers  will  cen- 
ter on  these  very  same  fields — plus 
technology,  telecommunications,  biotech, 
entertainment,  and  gaming. 

"We  expect  the  upbeat  pace  of  merg- 
ers to  accelerate,"  asserts  Michael  E. 
Metz,  investment  strategist  at  Oppen- 
heimer  &  Co.,  who  has  been  on  the 
money  in  calling  takeover  activity  over 
the  past  three  years.  The  reason:  By 
merging,  companies  can  cut  duplication 
without  cutting  into  revenue  growth. 
BIOTECH  BIDS.  In  health  care,  Metz's 
top  pick  is  Rhone-Poulenc  Rorer,  which 
is  68%  owned  by  Rhone-Poulenc,  the 
giant  French  chemical  and  pharmaceu- 
tical company.  Rorer  produces  prescrip- 
tion drags,  plasma  proteins,  and  non- 
prescription   medicines.  Metz 
thinks  that  parent  Rhone- 
Poulenc   will  restructure, 
leading  to  the  sale  of  its  Rorer 
unit.  Metz  believes  Rorer's  man- 
agement may  acquire  the  com- 
pany through  a  leveraged  buy 
out.  It's  also  rumored,  he 
says,  that  another 
major  U.  S.  pharma- 
ceutical player  is  in- 
terested in  acquiring 
Rorer. 

In  the  highly  competitive 
hmo  business,  Metz  singles 
out  Healthsource  Group  Inc. 
as  an  "attractive  moving  tar- 
get." He  notes  that  like 
many  other  hmos,  Health- 
source  has  been  plagued  by 
disappointing  earnings  and 
hurt  by  rising  medical  costs 
and  price   competition.  He 


WHISPER  STOCKS  1 

STOCK 

RECENT  TAKEOVER 
PRICE*  VALUE 

BRODERBUND  SOFTWARE 

31 

50 

COMPSCRIPT 

8% 

15 

FRONTIER  CORP. 

26 

40 

FORE  SYSTEMS 

33 

55 

GAYLORD  ENTERTAINMENT 

21 

35 

HUGHES  ELECTRONICS 

55 

70 

HEALTHSOURCE 

13 

20 

RAYTHEON 

47 

60 

RHONE-POULENC  RORER 

77 

100 

STRATUS  COMPUTER 

27 

40 

USAIR  GROUP 

23 

35 

USLIFE 

31 

45 

XPEDITE 

18 

38 

*Dec.  16 

DATA  BLOOMBERG  FINANCIAL  MARKETS, 

BW  SURVEY  OF  MONEY  MANAGERS  AND  ANALYSTS 

thinks  big  insurer  Aetna  Life  &  Casu- 
alty and  Oxford  Health  Plans  Inc.  are 
interested  in  Healthsource. 

Biotech  will  be  a  source  of  some  in- 
triguing takeover  plays,  says  Mike 
Murphy,  editor  of  the  California  Tech- 
nology Stock  Letter.  His  picks:  Ge- 
netics Institute  Inc.,  which 
is  60%  owned  by  Amer- 
ican Home  Products 
Corp. — Mur- 


phy  thinks  ahp  will  go  for  the  rJ 
very  soon;  Biogen  Inc.,  which  has  pnfc 
ucts  for  multiple  sclerosis  and  for  m 
flammatory  and  respiratory  diseasH 
and  Centocor  Inc.,  whose  two  dnw 
have  been  approved  for  reducing  cot  j 
plications  during  heart  surgery. 

In  the  insurance  industry,  uSLlB 
Corp.  is  the  favored  pick  of  a  NjH 
York  money  manager  who  thinks 
larger  insurer  is  wooing  it.  Among  Mi 
tertainment  stocks,  analyst  DeiM 
McAlpine  of  Josephthal  Lyon  Ross  ifl 
is  betting  on  Gaylord  EntertainflrM 
Co.,  a  major  player  in  cable  networ! 
entertainment,  and  broadcasting, 
believes  Westinghouse  Electric  Co 
which  owns  CBS,  and  Seagram 
which  owns  key  entertainment  com 
ny  mca,  are  interested  in  Gaylord. 
"ESPECIALLY  HUNGRY."  In  technol 
three  names  pop  up  as  fresh  takeo 
candidates:  Broderbund  Software  I 
which  develops  games  and  other  s 
ware  mainly  for  the  home,  school, 
small-business  computer  markets;  S 
tus  Computer  Inc.,  a  manufacture" 
computer  systems  designed  for  con 
uous  operations  even  when  there  i 
failure  in  hardware  or  software  com 
nents;  and  fore  Systems  Inc.,  w' 
makes  networking  products. 

Analyst  Michael  Wallace  of  UBS 
curities  Corp.  says  Broderbund  is  1 
ing  to  grow  through  acquisiti 
But  he  believes  Broderb 
could  also  be  "taken  out 
another  company  that's  e~ 
cially  hungry."  Possible 
quirers,  he  says:  Electr 
Arts    and  Micro 
Corp.  One  mo 
manager  on  the 
Coast  is  convinced 
IBM  will  make  a  move 
Broderbund. 

Metz,  who  is  bearish  on  I 
overall  market,  is  bullish  | 
takeovers.  "It  will  remain 
intriguing  game  in  the 
ket,"  he  says. 

By  Gene  Mari 
in  New  II 


mm 


★  TEMPTING  TECH  The  hot  technology  stocks  will  lead  the  pack  of  takeover  candidates,  among  them 
FORE  Systems,  Broderbund  Software,  and  Stratus  Computer 
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ijfe^  Sun  Microsystems-  We're  driving  the  revolution  of  using  Internet  technologies  for  a  competitive 
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STRATEGIES  FOR  STOCKS 


GLOBAL  MARKETS 


Where  on  Earth  You  Can  Turn 

The  lofty  Dow  may  mean  this  is  a  good  time  to  diversify  out  of  U.S.  holdings 


Feeling  jumpy?  Is  the  daily 
turbulence   of  the  Dow 
Jones   industrial  average 
making  your  stomach  churn?  For  1 
relief,  do  what  global  investors  do: 
Step  back  and  look  at  the  world  as 
an  investment  supermarket  in  which 
U.  S.  stocks  are  just  one  of  many 
categories  of  products.  The  New 
Year  is  a  good  time  to  redeploy  * 
your  resources,  perhaps  in  coun- 
tries that  once  may  have  seemed  exot- 
ic but  that  now,  thanks  to  the  globaliz- 
ing   economy,    appear    even  in 
conservative  portfolios. 

American  investors  who  want  ^ 
to  diversify  out  of  their  home  mar- 
ket can  choose  among  more  than  300 
open-end  global  mutual  funds  whose 
managers  pick  stocks  around  the 
world.  Your  first  step,  though,  is  de- 
ciding how  much  money  to  commit  to 
each  countiy  or  region.  Many  money 
managers  believe  that  figuring  out 
where  the  winds  are  blowing  favor- 
ably for  profit  growth  is  even  more  im- 
portant in  building  a  successful  portfo- 
lio than  finding  hot  stocks. 

Monitoring  such  trends  is  the  job  of 
Ron  Chapman,  head  of  international 
equities  at  Dreyfus  Corp.,  who  over- 
sees four  global  funds  with  a  total  of 
$425  million  in  assets.  He  thinks  disin- 
flation will  be  the  single  most  important 
benign  influence  on  global  financial  mar- 
kets over  the  next  several  years.  That 
should  provide  a  nurturing  environ- 
ment for  stocks,  especially  in  the  de- 
veloped world,  where  real  interest 
rates  remain  historically  high. 
stormy  WEATHER?  Another  global 
trend  fueling  Chapman's  optimism  is 
that  growth  rates  in  the  developed 
world  no  longer  fluctuate  wildly.  "In- 
vestors don't  appreciate  well  enough 
what  a  prolonged  period  of  low  volatil- 
ity in  growth  would  mean,"  he  says. 
Predictable  earnings  growth  should 
power  stock  prices  even  if  economic 
growth  stays  low. 

Despite  the  moderate  climate,  many 
experts  see  storms  ahead  for  U.  S. 
stocks  in  1997.  Stephen  Dexter,  who 


co-manages  the  $500  million, 
purely  non-U.  S.  Kemper  International 
Fund,  sees  far  better  value  in  conti- 
nental Europe.  Even  after  healthy  per- 
formances in  1996,  European  large-cap 
stocks  are  on  average  trading  at  12  to 
16  times  estimated  1997  earnings,  com- 
pared with  18  to  19  times  in  the  U.  S. 

Dexter  has  loaded  up  on  European 
pharmaceuticals  such  as  Ciba-Geigy, 
Roche,  and  Bayer.  He  also  favors  a  few 
big  industrial  names,  including  Veba 
and  Mannesmann.  Many  such  compa- 
nies are  downsizing — a  good  omen  for 
future  profits.  "European  companies 
are  just  now  realizing  that  they're  fat, 
ugly,  and  inefficient,"  says  Dexter. 

Other  transformations  are  boosting 
Europe's  potential  for  above-average 
stock  gains.  The  movement  to  priva- 
tize pension  systems  in  Germany,  Italy, 
and  elsewhere  will  create  a  vast  pool  of 
capital  in  search  of  returns  that  beat 
the  money  markets.  Also,  as  state- 
owned  companies  go  private  and  as  the 
banking  and  corporate  sectors  disman- 
tle inefficient  cross-holdings,  many  more 
people  will  have  a  chance  to  buy  stocks. 


"It's  very 

dangerous  to  be  out  of  the  equity  ml 
kets  now  in  Europe,"  says  Thomas  1 
White  Jr.,  chief  investment  officer  I 
Chicago's  Lord  Asset  Managemefi 
which  controls  some  $450  million. 

Spreading  assets  around  the  Conl 
nent  can  help  you  make  the  most! 
these  trends.  At  Bankers  Trust,  Mi 
aging  Director  Michael  Levy  points  cl 
that  the  economies  of  Germany  aH 
France  have  complementary  strength 
While  Germany's  large  industrial  col 
panies  are  further  along  the  roadl 
U.  S.-style  restructuring,  such  Frerl 
consumer  names  as  Carrefour,  hVm 
Christian  Dior,  and  Danone  are  mdl 
diversified  globally.  Levy  is  also  exciti 
about  Ireland,  which  he  expects  to  pB 
form  strongly  in  the  coming  year.  1 
gross  domestic  product  grew  by  6.'1 
in  1996 — the  fastest  in  the  Europep 
Union — and  inflation  is  low.  Levy  M 
ticipates  a  "peace  dividend"  as  arm 
British  terrorism  abates. 

In  carving  up  the  global  pie,  mf 
asset  allocators  are  reluctant  to  leal 


*  CONTINENTAL  EUROPE  At  last,  many  companies  are  downsizing  and  restructuring — a  good  omen  f 
for  future  profits.  Also,  privatization  of  state  industries  and  pension  systems  is  creating  a  vast  pool  of  capital 


"Nine  out  of  ten  PGA  touring  pros  play  clubs 
vwith  steel  shafts.  The  most  technically 
jadvanced  steel  shafts  are  made  with  Timkeri 
[steel.  In  golf  and  in  industry,  Timken  is  the 
choice  of  the  world's  toughest  competitors. 

TO  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL  330-471  -3820. 
®  TIMKEN  IS  THE  REGISTERED  TRADEMARK  OF  THE  TIMKEN  COMPANY. 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


If  you're  not  using  Timken®  steel, 
better  get  two  strokes  a  side. 
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STRATEGIES  FOR  STOCKS 


GLOBAL  MARKETS 


out  Japan,  the  world's  second-largest 
economy.  But  many  are  cautious  about 
giving  the  market  its  full  weight  in 
their  portfolios.  Deep-rooted  problems 
remain  in  the  financial  sector,  an  im- 
portant driver  of  Tokyo's  stock  index. 
And  when  it  comes  to  efficiency,  Japan 
is  far  behind  the  U.  S.  "No  country  in 
the  world  has  more  potential  to  im- 
prove its  profitability  than  Japan,"  says 
White.  The  question  is  whether  com- 
panies will  get  around  to  it  this  year. 
ENTHUSIASM.  So  a  number  of  fund 
managers  emphasize  stockpicking  in 
Japan  more  than  in  other  markets. 
Kemper's  Dexter,  for  example,  is  con- 
centrating on  such  exporters  as  Toyota, 
Honda,  Canon,  and  Olympus.  And  Dou- 
glas Johnson,  senior  international  in- 
vestment strategist  at  Merrill  Lynch 
&  Co.,  favors  machine-tool  makers, 
computer  companies,  and  software 
providers,  whose  goods  and  services 
will  help  other  corporations  trim  their 
bloated  costs. 

Johnson  and  Dreyfus'  Chapman  both 
think  the  Japanese  market  could  get  a 
boost  if  domestic  investors,  tired  of  be- 
low-average money-market  returns, 
come  back  to  equities.  With  stocks  sell- 
ing at  an  average  price-earnings  ratio  of 
32 — low  for  Japan — and  interest  rates 
likely  to  stay  down,  Chapman  calls 
Japan  "the  only  place  in  the  world  that's 
straggling  to  begin  a  new  bull  market." 

Elsewhere  in  Asia,  Hong  Kong 

HOW  THREE  GLOBAL 
EXPERTS  CARVE 
LP  THE  WORLD 

•  U.S. 

•  EUROPE 

•  JAPAN 
©  CANADA 

EMERGING  MARKETS* 


DOUGLAS  JOHNSON 

MERRILL  LYNCH  &  CO. 


stands  out  as  a 
market  that  in- 
spires enthusi- 
asm for  the  year 
ahead.  Even  af- 
ter rising  27%  in 
1996,  "it's  still 
one  of  the  cheap- 
est markets  in 
the  world,"  says 
Dexter,  who 
points  out  its 
overall  p-e  ratio 
of  only  12  to  13. 
Levy  believes 


Hong  Kong  is  "still 
one  of  the  cheapest 
markets  in  the  world" 
for  stocks.  What's 
more,  some  think  the 
handover  to  China 
will  boost  land  val- 
ues, as  rich  Chinese 
snap  up  apartments 


the  territory's 
handover  to  Chinese  rule  will  boost 
property  stocks,  as  rich  Chinese  buy 
up  apartments  and  office  buildings.  And 
he  thinks  financial-services  companies 
will  thrive  as  more  money  pours  into  fi- 
nancial assets.  Levy  sees  p-e  ratios  for 
such  stocks  rising  by  around  10%  in 
the  next  couple  of  years  and  thinks 
the  Hang  Seng  index  will  be  at  18,000 
by  the  end  of  1998,  up  from  12,900  now. 

Emerging  Asia,  as  a  region,  is  less 
expensive  than  Latin  America,  but  as- 
set allocators  are  cautious  about  flinging 
money  into  all  the  "tigers."  Levy  says 
he  will  be  overweighting  Singapore, 
which  stands  to  benefit  from  a  rebound 
in  the  global  electronics  industry.  For 
the  same  reason,  Merrill  Lynch  favors 
the  Korean  market,  "which  looks  like  a 
giant  semiconductor  stock."  Most  glob- 


RON  CHAPMAN 

DREYFUS  CORP 


28%  .  A 


STEVE  DEXTER 

KEMPER  INTERNATIONAL  FUND* 


DATA  BUSINESS  WEEK  SURVEY  OF  ANALi  IS  AND  FUND  MANAGERS 


•INCLUDING  HONG  KONG    "EXCLUDES  US 


alists  recommend  having! 
little  money  in  Thailand,  tot 
where  interest  rates  are  el 
pected  to  come  down  as  ttf 
country  improves  its  currerj 
account  balance. 

Latin  America  may  be  tl 
toughest  call  among  tl 
emerging  markets  in  1991 
Last  year,  money  flooded  inl 
high-yielding  Brady  bonj 
and  other  Latin  debt,  ail 
many  experts  think  that  & 
vestors  will  take  their  amp 
profits  from  those  instr 
ments  and  put  the  proceei 
into  stocks.  Yet  major  markets,  su< 
as  Mexico  and  Brazil,  tend  to  catch  i 
fluenza  when  the  Dow  sneezes,  so  d  ^ 
lectivity  is  important. 
LATIN  QUARTER.  Mexican  stocks  overi 
are  trading  at  only  around  10  tim 
estimated  1997  earnings,  but  exporte 
such  as  oil-pipe  maker  Tamsa  ai 
deregulation  plays  like  Televisa  g 
more  votes  than  domestic  retailei 
which  may  wait  a  long  time  before  r 
cession-weary  Mexicans  open  their  w; 
lets.  And  Dexter  notes  that  the  5( 
runup  in  dollar  terms  in  the  Brazili 
market  during  1996  was  due  entirely 
state-owned  Telebras  and  Petrobras. ' 
you  factor  out  those  stocks,  the  mart 
looks  pricey. 

Chapman  points  out  that  Morg 
Stanley  &  Co.'s  emerging-markets 
dex  was  up  20%  last  year — about  t 
same  as  developed  markets.  Since  t 
dynamic  economies  of  Asia  and  Lai 
America  will  generally  keep  deliveri 
faster  earnings  growth  than  the  big 
dustrial  economies,  that  means  the  n< 
markets  are  relatively  free  of  froi 
The  bottom  line?  "You  can't  at  tl; 
point  in  history  ignore  the  fastest-gro 
ing  part  of  the  planet,"  says  Chapm;. 
"But  you  don't  buy  [emerging  marke! 
at  any  price." 

Looking  for  a  good  growth  stoj 
where  they  speak  English?  Canad 
chronic  fiscal  problems  are  gelti 
rapidly  fixed,  by  the  federal  and  prov- 
cial  governments  alike,  as  the  country 
social  and  corporate  welfare  prograii 
are  trimmed.  Although  stock  prices  ;- 
eraging  15  times  estimated  earnir; 
aren't  cheap,  tame  inflation  and  I 
healthy  U.  S.  economy  that  eats  up  8$ 
of  Canadian  exports  bode  well  for  c 
porate  profits.  "Investors  have  bei 
too  wrapped  up  in  the  U.  S.,"  sal 
Johnson.  Soothing  that  Dow-inspiil 
heartburn  can  be  as  easy  as  looki; 
across  the  northern  border. 

By  Joan  Warner  in  New  Ytf 
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Lincoln  Continental  Named  A  Best  Buy. 


Lincoln  Continental 

Cadillac  Seville  SLS 

Engine 

4.6L  DOHC  InTech1"  v-8 

4  6L  DOHC  Northstar  v-8 

100,000-mile  Scheduled  Tune-up  Interval' 

STANDARD 

STANDARD 

Anti-lock  Brakes  (abs) 

STANDARD 

STANDARD 

All-Speed  Traction  Control 

STANDARD 

SIANDA  RD 

Auto  Load-leveling  Suspension 

STANDARD 

STANDARD 

Power  Driver/Front  Passenger  Seats 

STANDARD 

STANDARD 

Remote  Keyless  Entry  System 

STANDARD 

STANDARD 

Solar  Tint  Glass 

STANDARD 

STANDARD 

Automatic  On/Off  Headlamps 

STANDARD 

STANDARD 

Dual  Power  Heated  Outside  Mirrors 

STANDARD 

STANDARD 

Dual  Power  Front  Seal  Recliners 

S  1  AN  1  >  A  K 1 1 

STANDARD 

Auto-dimming  Inside  Mirror 

STANDARD 

STANDARD 

Dual  Illuminated  Visor  Mirrors 

STANDARD 

STANDARD 

5-passenger  Seating  with  Center  Console 

STANDARD 

STANDARD 

Automatic  Parking  Brake  Release 

STANDARD 

STANDARD 

Computer-managed  Suspension 

STANDARD 

STANDARD 

Leather  Seating  Surfaces 

STANDARD 

Anti-theft  Alarm  System 

STANDARD 

Driver/Passenger  Power  Lumbar 

STANDARD 

Virtual  Image  Instrument  Cluster 

STANDARD 

Particulate  Air-1  iltration  System 

STANDARD 

Rear  Seat  Center  Shoulder  Safety  Belt 

STANDARD 

12-function  Memory  Profile  System 

STANDARD 

Memory  Driver  Seat 

STANDARD 

Memory  Mirrors 

STANDARD 

Easy  Entry/Exit  Driver  Seat 

STANDARD 

Driver  Selectable  Steering  Effort 

STANDARD 

Driver  Selectable  Suspension 

STANDARD 

Reverse  Tilt-down  Outside  Mirrors 

STANDARD 

Concealed  Radio  Antenna 

STANDARD 

Electronic  Compass 

STANDARD 

Manufacturer's  Suggested  Retail  Price 

*37,950 

540,660 

Equipment  Standard  on  Lincoln  Continental  and 
Optional  on  Cadillac  Seville  SLS 
Options  Price 


Leather  Seating  Surfaces 
Driver/Passenger  Power  Lumbar 
$1,223 


Manufacturer's  Suggested  Retail  Price, 
Comparably  Equipped 


37,950 


$41,883 


Buy  a  Lincoln  Continental  and  Save 


J3,933 


LINCOLN 

What    A    Luxury    Car    Should  Be 
1  800  446-8888  or  www.lincolnvehicles.com 


"Under  normal  driving  conditions  with  routine  fluid/filter  changes. "Title  and  tax  extra  Based  on 
MSRP  comparison  of  comparably  equipped  vehicles  Competitive  data  based  on  national  inform  a  rinn 


Electronic  business  is  a  gold  mine. 
Stake  your  claim. 

What  company  provides  your 
Internet  solutions? 

Now    is    the    time    to    take   your   business    to  the 
net.    Enter    Hewlett-Packard.    We   have  exactly 
what   you   need   to   catapult   your   business  into 
this   exciting   new    arena     P  r  o  ducts.    Part  n  e  i  s 
Consulting.    Expertise.    Solutions    which  set 
new   standards    for   security,    scalability  and 
manageability.    We're    helping    move  companies 
onto    the    net  —  and    we    will    do    the    same    for  you 

Hewlett-Packard    Internet  Solutions 


HEWLETT® 
PACKARD 
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The  World  Is  Your  Oyster 

A  surge  in  corporate  efficiency  is  making  for  lots  of  winners  overseas 


When  Sheila  H.  Coco  convenes 
the  monthly  meetings  of 
Fiduciary  Trust  Co.  Interna- 
tional's Global  Investment  Committee, 
the  talk  inevitably  turns  to  themes  as 
much  as  it  does  stocks.  What  overrid- 
ing economic,  demographic,  and  political 
patterns  will  drive  world  equity  mar- 
kets in  the  coming  months? 

As  of  late,  Fidu- 
ciary's 


ing  world  so  critically  needs.  A  domi- 
nant global  theme  is  the  recent  wave  of 
technological  change,  which  is  creating 
opportunities  for  any  number  of  high- 
tech companies  and  those  they  serve. 
Finally,  there  is  industry  consolidation, 
as  the  business  behemoths  of  Europe 
and  Japan  begin  to  take  a  cue  from 
the  powerful  restructuring  of  Corpo- 
rate America. 

Not  surprisingly,  many  of  Coco's 
peers  overseas  and 


pros  have  narrowed  their  focus  to  four 
big  stories. 

There's  the  aging  of  the  industrial 
world's  population.  With  baby  boomers 
saving  for  retirement  and  already  re- 
quiring more  medical  attention,  that's  a 
definite  plus  for  financial  and  health- 
care stocks.  Another  theme  is  the  con- 
tinuing growth  of  still-youthful  emerg- 
ing markets.  That's  a  big  deal  for 
consumer-goods  makers  and  builders 
of  the  infrastructure  that  the  develop- 


Wall  Street  roundly  agree  with  the 
themes  that  are  guiding  Fiduciary's 
stock-pickers.  They  are  also  watching 
such  global  trends  as  cheaper  money, 
falling  inflation,  free  trade,  deregula- 
tion, and  privatization.  But  where  do 
you  begin  your  search  for  global  win- 
ners? With  U.  S.  companies  that  sell 
to  the  world?  International  companies 
that  operate  wherever  they  can?  Or 
locally  oriented  firms  cashing  in  on  a 
global  trend?  One  answer  is  to  do  as 


Coco  does:  pick  some  of  each  (tab! 
page  108).  While  every  selection  m| 
not  pay  off,  at  least  you'll  have  built! 
collection  of  stocks  that  reflects  key  ill 
vestment  themes  from  different  angle 
A  good  way  to  find  the  best  of  the 
companies  is  to  follow  the  method  I 
Ed  Miska  and  Stephen  Lieber,  whojl 
Evergreen  Global  Leaders  Fund  isfl 
big-capitalization  fund  largely  composjl 
of  brand-name  stocks.  "We  look  f'' 
three  things,"  says  Miska.  "Consistej 
earnings  over  five  year, 
Earnings  growth.  And  if 
company  is  at  the  top  of  i 
industry  or  country."  Mis] 
and  Lieber  also  favor  comp 
nies  with  high  returns  on  e 
uity,  a  sign  that  they': 
putting  their  profits  to  pr 
ductive  use. 

NOT  CHEAP.  Such  a  profl 
driven  approach  has  led  the 
to  Bombardier  Inc.,  the  har 
charging  Canadian  aircra: 
rail-car,  and  snowmobile  ma 
er,  as  well  as  to  Intel  Cor 
the  semiconductor  giant  tha 
also  a  favorite  of  Fiducia: 
Trust  and  nearly  every  bi 
cap  stock-picker  around.  Thi 
also  love  General  Electric  C 
which  is  the  fund's  large 
holding,  with  3%  of  its  asse 
"We  like  the  company's  coi 
mitment  to  Asian  market: 
says  Lieber.  "And  this  is 
wonderful  time  for  ge  Ca] 
tal,"  especially  if  U.  S.  intert 
rates  remain  steady. 
True,  none  of  these  glol 
winners  is  cheap  these  days.  Tha 
why  Lieber  and  Miska  have  also  gra 
itated  to  other,  lesser-known  glot 
names  such  as  ucb,  a  Belgian  maker 
chemicals  and  pharmaceuticals  that  i 
cently  unveiled  an  allergy-relief  me 
ication  called  Zyrtec  in  the  U. 
"Every  market  it  has  gone  into,  Zyrt 
has  taken  over  25%,"  notes  Miska,  w 
adds  that  ucb's  profits  have  been  gro 
ing  at  a  20%  annual  clip. 

Because  UCB  is  still  relatively  i) 


★  TELECOM  STOCKS  The  group  offers  high  profits  and  tempting  yields,  and  a  bunch  of  European  initi 
stock  offerings  are  slated  for  1997.  Keep  an  eye  on  equipment  makers  such  as  Nokia  and  Lucent  Technologies. 
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Where  would  you  like  that  delivered? 

■  We're  probably  not  the  first  state  to  promise 
you  the  moon.  But  we  are,  perhaps,  more  qualified 
than  most  to  follow  through  on  it.  Mississippi  has 
an  aggressively  pro-business  environment.  And, 
given  our  long-standing  tradition  of  cooperation 
between  business  and  government  leaders,  you'll 
have  the  opportunity  to  establish  relationships 
destined  to  last  long  after  the  negotiations.  ■  Call 
1-800-340-3323  to  hear  exactly  what  we  have  to 
offer.  Who  knows?  We  might  be  persuaded  to 
throw  in  the  stars,  as  well. 


Mississippi.  We  can  do  that. 


MissiRsinni  npnartmpnt  nf  Frnnnmir  and  Cnmmnnitv  Dpvplnnmpnt  •  PD  Rnv  ftAQ  •  h^tcnn  Miceiccinni  •  ^Q9n^  .  httrWA«nAi 


known,  it  can  be  had  for  a  modest 
price-earnings  ratio  of  15.  In  fact,  Eu- 
rope is  the  home  to  a  number  of  com- 
panies that  trade  at  nice  discounts  to 
their  American  counterparts.  Analysts 
at  Zurich's  Bank  Julius  Baer,  for  ex- 
ample, note  that  Hilti,  a  Swiss  power- 
tool  maker  with  healthy  profits  and 
cash  flow,  trades  at  a  p-e  of  12,  a  third 
less  than  Illinois  Tool  Works  Inc.  fetch- 
es. Then  there's  Bank  of  Ireland,  a 
residential  lender  that's  also  expanding 
into  Britain.  With  a  p-e  of  10  despite 
an  expected  20%  jump  in  earnings  next 
year,  the  Irish  bank  is  still  "relatively 
cheap,"  says  Fiduciary's  Coco.  But  it 
also  falls  squarely  within  her  theme  of 
the  Old  World  getting  older  and  need- 
ing more  financial  services.  In  Ireland, 
"half  of  the  country's  population  is  in 
their  30s,  and  they're  all  going  for 
their  first  home  mortgages,"  she  ob- 
serves. "We  see  the  potential  for  a  lot 
of  growth." 

"A  POWERHOUSE."  A  far  larger  Euro- 
pean-based bank  group,  hsbc  Holdings 
PLC,  is  an  even  better  buy  in  many 
other  stock-pickers'  eyes.  The  owner 
of  Hongkong  &  Shanghai,  Midland,  and 
Marine  Midland  banks,  among  others,  it 
is  firmly  planted  in  the  booming 
economies  of  Hong  Kong  and  emerging 
Asia,  as  well  as  Britain  and  the  U.  S., 
where  it's  on  the  move  again  after 
years  of  standing  still. 

As  a  result,  hsbc's  earnings  are  ex- 
pected to  rise  11%  in  1997  and  an  ad- 
ditional 17%  in  '98,  estimates  Merrill 
Lynch  Vice-President  Keith  Ii-ving.  Yet 
its  stock  trades  at  a  p-e  of  10,  some 
20%  less  than  U.S.  rival  Citicorp, 
which  is  targeting  many  of  the  same 
Asian  consumers  and  businesses  that 
hsbc  relies  on  for  much  of  its  momen- 
tum. "It  deserves  a  higher  multiple," 
Gary  Greenberg,  deputy  managing  di- 
rector of  Peregrine  Asset  Management 
(Hong  Kong)  Ltd.,  says  of  hsbc.  "It's  a 
powerhouse." 

Financial  powerhouses  are  but  one  of 
the  standouts  in  a  global  portfolio. 
Technology  and  telecommunication 
stocks  also  deserve  to  be  included.  Os- 
car A.  Castro,  managing  director  of 
San  Francisco's  Montgomery  Asset 
Management,  suggests  Finnish  cellu- 
lar-phone manufacturer  Nokia  and  at&t 
spin-off  Lucent  Technologies  as  two 
sound  bets.  Nokia  is  now  coming  out  of 
a  successful  turnaround.  And  Lucent, 
Ma  Hell's  former  manufacturing  arm, 
"is  a  'lassie  company  in  a  great  busi- 
ness vvith  great  management  that's 
looking  fur  shareholder  value,"  Castro 
says. 
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He  is  also  keeping  an  eye  out  for 
European  telecom  companies.  He  thinks 
shares  in  the  recently  privatized 
Deutsche  Telekom  have  already  risen 
out  of  reach.  But  France  Telecom, 
Italy's  Stet,  and  Spain's  Telefonica  de 
Espaha  all  plan  stock  offerings  in  1997 
and  will  doubtless  merit  a  look.  On  av- 
erage, he  estimates,  European  telecom 


THE  PROS'  GLOBAL  PICKS 

STOCK/COUNTRY                  PRICE  PRICE-EARNINGS 

RATIO* 

BANK  OF  IRELAND      $8.43  9 
(IRELAND) 

It's  expanding  rapidly,  and  the  stock 
is  still  a  bargain 

BOEING  (U.S.)  $101.25 

No.  1  in  passenger  planes — while 

airline  traffic  is  booming 

19 

CANON  (JAPAN)       $106.75**  23 
With  Japan  in  the  doldrums,  it's  on 
the  move  worldwide 

GILLETTE  (U.S.)  $69.63 

A  truly  global  brand  name,  but 

cheaper  than  Coca-Cola 

27 

GUCCI  (ITALY)  $65.63** 
Its  sales  of  tony  apparel  for  the 
upper  crust  are  sizzling 

26 

INNER  MONGOLIA  48e 
ERD0S  (CHINA) 

China's  cashmere  king  is  spreadin 
across  the  U.S. 

NA 

g 

LUCENT  $45.88 
TECHNOLOGIES  (U.S.) 

One  of  the  world's  classiest  teleco 
equipment  makers 

22 
m 

NUTRICIA  $143.28 
(NETHERLANDS) 

Infant-formula  maker  with  an 
appetite  for  takeovers 

22 

NOKIA  (FINLAND)  $53.88** 
Mobile  phones  are  hot,  and  its 
stock  is  rebounding 

13 

MULTICANAL  $1150** 
(BRAZIL) 

Fast-growing  cable  TV  operator 

NA 

'Estimated  1997  earnings    "'American  depositary  receipts 

DATA  BUSINESS  WEEK  SURVEY  OF  ANALYSTS  AND  FUND  MANAGERS, 
BLOOMBERG  FINANCIAL  MARKETS 


stocks  trade  at  only  3.5  times  cash  flow 
and  feature  a  5.5%  dividend  yield.  At 
those  valuations,  he  says,  "you're  buy- 
ing a  bargain." 

No  portfolio  should  be  without  con- 
sumer stocks,  of  course.  Eric  J.  Fiy, 
president  of  San  Francisco  money  man- 
ager Holl  International  LLC,  thinks  that 
one  entry  also  encompassing  the 
themes  of  emerging  markets  and  grow- 


I 



ing  world  trade  is  Inner  Mongolia  " 
dos.  China's  leading  exporter  of  ca 
mere  sweaters,  it  has  become  a 
supplier  to  Lands'  End  Inc.  in  the  U 
and  is  also  boosting  its  sales  to  fashl 
conscious  Chinese  consumers.  But  | 
dos'  B  shares  fetch  a  modest  6  p-e 
the  Shanghai  exchange.  Although 
shares  exploded  recently  during  Qi 
na's  short-lived  stock-market  bubl 
they  have  since  retreated  to  levels  I 
seen  before  the  boom. 
NO  LOAFER.  A  more  familiar  consuil 
name  drawing  rave  reviews  is  Gut 
the  Italian  maker  of  high-quality  eld 
ing  and  footwear.  Although  Gucl 
American  depositary  receipts  have  di 
bled  this  year-,  Smith  Barney  Inc.  as 
lyst  Faye  I.  Landes  thinks  the  coml 
ny's  24%  estimated  1997  earnil 
growth  rate  leaves  room  for  the  st| 
to  go  even  higher.  "We're  going  fij 
early  '90s  minimalist  fashion  to  peal 
showing  off,"  Landes  says.  "Gucci  I 
squarely  into  that." 

However,  for  companies  serving  a 
sumers  with  more  modest  tastes  i 
means,  many  analysts  look  first  to 
U.  S.   Kevin  R.  Parke,  director  of 
search  at  Massachusetts  Financial  £ 
vices  Co.,  is  especially  keen  on  Gilk 
Co.,    the    Boston-based  maker 
shavers,  batteries,  and  other  produ 
Cheaper  than  high-flying  Coca-Cola  i 
Gillette  "has  one  of  the  strongest  fr 
chises  in  the  world,  with  market  shal 
of  60,  70,  even  80%,"  says  Par 
What's  more,  the  company  is  incre 
ingly     targeting     such  emerg 
economies  as  India,  Russia,  and  ( 
na,  where  its  operating  margins 
run  as  high  as  30%. 

Gillette  is  only  one  of  a  large  m 
ber  of  American  companies  taking  g 
al  consumers  by  storm.  Angela  ; 
Samuel  Allen,  whose  Giobalt  Groi 
Fund  focuses  exclusively  on  U.S.  a 
panies  that  derive  at  least  20%  of  tl 
sales  from  abroad,  are  high  on  cosn 
ics  maker  Estee  Lauder,  toy  mark( 
Mattel,  and  container  maker  Tupi 
ware.  Recently  spun  off  from  Prem 
International  Inc.,  "Tupperware 
decades  of  experience  in  global  n 
keting"  and  now  sells  in  60  counti 
notes  Angela  Allen. 

All  these  American  companies, 
plenty  of  ones  overseas,  embody 
themes  that  money  managers  are 
lowing  for  1997.  With  the  world  ec( 
my  poised  for  another  year  of 
spectable  growth,  many  of  these  id 
are  likely  to  be  translated  into  pre 
for  companies  and  investors  alike. 
Bii  William  Glasqall  in  New  1 


When  selecting 

INVESTM  ENTS, 

our  instincts  tell 

us  one  THING. 

Not  to  go  with 

our  INSTINCTS. 
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PUTNAM 

INVESTMENTS 


"When  you've  got  people's  life  savings  on  the  line,  you 
don't  want  to  wing  it.  Not  to  say  that  other  fund 
managers  do.  It's  just  a  matter  of  degree.  So  when  we 
set  out  to  choose  investments  for  a  portfolio  or  mutual 
fund,  we  get  pretty  fanatical.  It's  the  kind  of  obsessive 
behavior  our  investors  have  come  to  expect.  "We  start 
by  developing  our  own  software  to  screen  thousands 
and  thousands  of  companies.  Then  the  real  work 
begins.  Research  and  analysis.  Consulting  not 
just  the  usual  sources,  but  talking  to  customers, 
competitors,  suppliers,  and  distributors.  Embarking 
on  a  global  investigation  that  helps  us  learn 
everything  wc  can  about  the  industry  we're  looking 
at.  Last  year,  our  analysts  visited  over  4,000  individual 
companies,  and  over  12,000  companies  visited  us.The 
result?  Portpouos  of  stocks  and  bonds  that  have 
been  scrutinized  upside  down  and  sideways.  And 
decisions  based  on  information  rather  than  fads, whims, 
or  gut  feelings.  So  if  you're  planning  for  retirement,  read 
up  on  Putnam. "With  60  years  of  experience  under  our 
belts,  we've  learned  the  value  of  doing  our  homework. 

TIME  -  HONORED      TRADITION       IN       MONEY  MANAGEMENT 
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"  more  information  about  the  Putnam  Family  of  Funds,  including  investment  policies,  charges,  and  expenses,  ask  your  financial  advisor  for  a  free  prospectus. 
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HEDGE  FUNDS 


Shifting  into  Neutral 

Worried  about  the  market?  Try  a  "long-short"  fund 

i 


't's  late  afternoon  on  Dec.  9,  two 
trading  days  after  Federal  Reserve 
.Board  Chairman  Alan  Greenspan's 
cautionaiy  musings  on  Wall  Street's  bull 
market  caused  stocks  around  the  world 
to  tumble.  Then,  in  a  surge  before  the 
closing  bell,  the  Dow  Jones  industrial 
average  shoots  up  more  than  80  points. 
How  come?  "I  have  no  idea,"  says  hedge 
fund  manager  Christopher  E.  Dean.  Nor, 
he  professes,  does  he  care. 

Dean,  who  runs  the  Vector  Partners 
LP  fund  from  suburban  New  City,  N.  Y., 
is  among  a  hardy  cadre  of  investors  who 
strive  to  make  money  regardless  of 
which  way  the  stock  market  moves.  Un- 
like "macro"  fund  managers  who  gar- 
ner headlines  by  betting  billions  on  a 
single  market  or  industry,  they  prefer  to 
take  the  term  "hedge"  at  its  word.  They 
hew  to  an  unglamorous  method  of  si- 
multaneously buying  and  selling  short 
stocks,  bonds,  or  other  instruments. 
Their  object:  to  turn  modest  profits,  say, 
Treasury-bill  yields  plus  a  few  points, 
with  very  low  volatility. 

This  strategy  has  tended  to  throw 
off  cash  even  in  bear  markets.  As  a  re- 
sult, these  funds — called  "market-neu- 
tral," "long-short,"  or  "nondirectional" — 
have  become  the  investment  du  jour 
for  anyone  looking  for  insurance  against 
the  fizz  on  Wall  Street  going  flat.  "We're 
seeing  concerns 
about  the  toppiness 
of  the  U.  S.  market," 
says  Nicola  Meaden, 
director  of  London- 
based  hedge  fund 
consultant  TASS 
Management  Ltd. 
"So  an  increasing 
amount  of  money  is 
moving  into  non- 
directional  funds." 

Although  some 
offshore  hedge  funds 
welcome  any  in- 
vestors except  for 
those  residing  in  the 
U.  S.,  American- 
based  funds  are 
strictly  for  the 
multimillionare  set. 
Right  now,  "neutral" 
is  their  pet  buzz- 
word. Indeed,  one 
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1996  PERCENT  CHANGE* 


U.S.  EQUITY 

21.4 

GLOBAL/INTERNATIONAL 

EQUITY 

20.7 

GLOBAL-ASSET  ALLOCATION 

20.5 

BOND 

14.2 

RISK  ARBITRAGE 

13.7 

CONVERTIBLE  BOND 

13.1 

DISTRESSED  SECURITIES 

12.3 

MARKET-NEUTRAL  EQUITY 

12.2 

SHORT  SELLING 

-15.6 

HEDGE-FUND  AVERAGE 

15.5 

'Through  Nov  30 

DATA  EVALUATION  ASSOCIATES  CAPITAL  MARKETS  INC 


top  investment 
firm,  New  York-based 
WPG-Hennessee  Hedge  Fund  Advisory 
Group,  is  urging  its  wealthy  clients  to  al- 
locate a  third  of  their  hedge  fund  as- 
sets to  market-neutral  managers.  For 
good  reason.  Evaluation  Associates  Cap- 
ital Markets  Inc.,  a  Norwalk  (Conn.)  in- 
vestment firm,  figures  market-neutral 
equity  funds  have 
returned  about  12% 
this  year.  Says  man- 
ager Dean,  whose 
fund  is  up  14%: 
"The  nervous, 
smart  money  seems 
to  be  looking  this 
way." 

Market-neutral 
managers  claim 
they  can  build  port- 
folios that  have  a 
very  low  con-elation 
to  movements  in 
the  Standard  & 
Poor's  500-stock  in- 
dex. If  everything 
goes  right,  that 
should  allow  the 
funds  to  shrug  off 
market  declines. 
But  the  funds 
haven't  entirely  es- 


shadow  of  19i 
Two  supposec 
market-neutral  i 
vestors  in  moi 
gage-backed  del 
Granite  Partners  a; 
Granite  Capital,  collapsed  wh 
the  bond  market  imploded  and  th( 
hedges  fell  apart.  Investors  were  1< 
with  an  estimated  $400  million  in  loss 
HITTING  SINGLES.  Market-neutral  mi 
agers  specializing  in  equities  insist  th 
are  following  a  far  more  conservati 
approach  than  the  one  that  led  Gran 
astray.  Many  risk  arbitrageur's,  for  t 
ample,  play  the  merger  game  by  sho: 
ing  the  shares  of  an  acquiring  compa 
and  purchasing  those  of  its  partner.  T 
idea  is  to  profit  from  small  fluctuations 
the  companies'  share  prices  betweer 
deal's  announcement  and  its  closing. 
1996,  the  arbs  have  been  turning  in 
nualized  returns  averaging  14%.  Fun 
that  use  large  amounts  of  leverage  c 
multiply  such  returns. 

Few  market-neutral  managers  ha 
been  able  to  match  the  showing  of  t 
better  macromanagers,  such  as  Juli 
H.  Robertson  Jr.,  whose  Tiger  Fund 
up  some  40%  in  1996.  Investors  in  t 
fund  say  Robertson  bet  correctly  tl 
Japanese  financial  stocks  would  be  bio 
away  this  year  and  also  made  a  bum 
on  the  rise  and  fall  of  copper.  But  goi 
for  home  runs  doesn't  appeal  to  the  m 
ket-neutral  crowd.  These  folks  say  the 
be  happy  consistently  hitting  singles, 
matter  which  way  the  market  goes. 
By  William  Glasgall  in  New  Y( 
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A  general 
manager, 
responsible  for 
integrating  key 
functions  to 
create  competitive 
advantage. . . 


A  business 
leader  faced 
with  strategically 
positioning  your 
firm  to  succeed  in 
a  competitive 
environment . . 


A  senior 
executive 
challenged  with 
enabling  your 
firm  to  master 
the  global 
marketplace- . 


For  more 
information. 


The  Program  For 
Manager  Development 

The  Program  for  Manager  Development 
provides  an  integrative  perspective 
on  leadership,  marketing,  financial 
management,  decision-making,  risk 
analysis  and  measurement  of  business 
performance.  New  general  managers 
experience  outstanding  faculty 
instruction  and  interaction  with  a  wide 
range  of  peer  managers  from  leading 
companies. The  two-week  program 
culminates  with  an  integrative  business 
simulation  to  reinforce  learning. 

The  Advanced 
Management  Program 

The  four-week  Advanced  Management 
Program  leads  participants  to  a  deeper 
understanding  of  how  to  position  their 
firms  for  long-run  success.  This  is 
achieved  by  examining  corporate 
restructuring,  the  global  business 
environment,  alignment  of  the  company 
with  investors  and  growth  strategies,  both 
through  acquisition  and  internal  product 
development  and  greater  awareness. 
Teaching  formats  include  experiential 
lecture-discussion,  case  analysis, 
simulations,  role  plays,  negotiations 
and  team  building. 


Tin:  Global 
Executive  Program 

The  Global  Executive  Program  (GEP™) 
a  groundbreaking  program  which 
provides  worldwide  on-site  exposure 
to  markets  that  span  new  geographic 
territory.  For  six  weeks,  on  four 
continents,  GEP  conducts  a  thorough 
review  of  developed  and  emerging 
nations,  integrated  with  intensive  focus 
on  running  a  global  business. 


or  to  learn  how  Fuqua's  executive 
education  team  can  help  your 
organization  sustain  a  world-class 
leadership  pool  capable  of  handling 
today's  globally  competitive  environment. 


Call  800.372.3932  (USA) 
or  919  660.801  1  or  fax  919, 
fuqua-execed@mail.duke.edu 
www.fuqua.duke.edu 


.7761 


The  other  is  information.  Because  no  trade  would 
ver  be  made  without  it.  And  helping  clients  manage 
i  mation— not  just  process  it— is  what  Unisys  does 
That's  why  Unisys  solutions  are  trusted  for  the  most 
nanding  jobs— like  trading  over  800  million  shares  in  a 


single  day.  Unisys  systems  support  500  transactions  a  sec-  ;|r 
ond,  transmitting  details  to  over  3,000  workstations.  Andjv 
Unisys  is  behind  everything  from  managing  a  quotation^ 
database  to  maintaining  the  world's  first  "electronic  trading 
floor."  It's  all  part  of  information  management— our  way  ol  ; 


,n  your  bu 


wiping  you  use  information  as  an  asset  to  gain  competitive 
Ivantage.  Call  for  details  and  learn  what  clients  like  The 
isdaq  Stock  Market  learned.  When  it  takes  information  to 
n  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

tp://www.unisys.com  or  1-800-874-8647.  ext.  222 


UMSYS 

When  information  is  everything. 


STRATEGIES  FOR  STOCKS 


CONTRARIANS 


Far  from  the  Madding  Crowd 

With  the  whole  market  surging,  it  takes  ingenuity  to  find  a  way  to  go  against  the  grain 


Pity  the  poor  contrarians. 
When  the  stock  market 
shoots  straight  up  for 
years,  contrarians  not 
only  have  to  forage 
hard  for  good  companies 
that  are  overlooked,  out 
of  favor,  or  undervalued, 
but  they  also  have  to  apol 
ogize  for  underperforming 
the  Standard  &  Poor's  500- 
stock   index.    Although  he 
makes  no  apologies,  New  York 
money  manager  Robert  E.  Ro- 
botti,  whose  firm  searches  for 
undiscovered  stocks,  laments: 
"Every  stone  we  turn  over  looks 
like  it's  already  been  overturned." 

Still,  some  money  managers 
are  bold  enough  to  venture  a  few 
recommendations  they  think  defy  con- 
ventional wisdom.  At  least  one  top 
fund  manager  believes  certain  natural- 
resources  stocks,  including  energy, 
are  still  a  good  contrarian  play. 
Paul  H.  Stephens,  manager  of 
Robertson,  Stephens  &  Co.'s  Con- 
trarian Fund,  says  that  as  Third 
World  economies  expand,  demand 
for  gold,  nickel,  oil  and  gas,  and 
other  commodities  will  surge.  "We 
think  you've  got  a  10-year  bull 
market  ahead  in  natural  resources," 
he  says.  He  stresses  investments  in 
companies  with  aggressive  explo- 
ration programs,  such  as  Golden 
Star  Resources  Ltd.,  a  gold  and 
diamond  exploration  company. 
HIGH  ENERGY.  Stephens  also*  likes 
companies  that  are  positioned  to 
take  advantage  of  deregulation  in 
power  marketing,  notably  ngc 
Corp.  and  Enron  Corp.  To  that  list 
of  energy  stocks,  Marian  Kessler, 
portfolio  manager  at  the  contrarian 
Crabbe  Huson  Group  Inc.,  would 
add  Methanex  Corp.,  a  Canadian 
maker  of  methanol,  a  clean-burning 
gasoline  substitute. 

Telecommunications  also  offers  a 
smattering  of  contrarian  plays.  Most 
prominent  is  at&t,  which  Robert  E. 
Torray,  president  of  Robert  E.  Torray 


OVERLOOKED  AND 
UNDERVALUED? 


STOCK 


PRICE*      P-E  RATIO 


RENNAISSANCERE  HOLDINGS       3314  5.8 

Worry  about  natural  disasters  has 
heavily  discounted  shares  of  the  reinsurer 


CENTENNIAL  CELLULAR  11  N/A 

Shares  of  small  city  cellular  services  may 
outperform  those  of  urban  providers 


ELECTRONIC  DATA  SYSTEMS  45X 

Some  say  investors  overreacted 
to  disappointing  earnings 


21  3 


HANSON  PLC-ADR  &A 

ADRs  of  this  poorly  understood 
company  could  be  a  bargain 


4  6 


METROMEDIA  INTL  10K  N/A 

Billionaire  John  Kluge's  global  communications 
venture  could  be  a  good  overseas  play 

*  12/16/96  close  "Based  on  est.  1997  earnings 


DATA  BUSINESS  WEEK 


&  Co.,  says  doesn't  get  enough  respect. 
Notwithstanding  at&t's  well-known 
managerial  snafus,  Torray  insists  that 
"it's  one  of  the  great  brand  names,  with 
tremendous  financial  power."  Scott  M. 


lEiBET 


*  A  GOOD  CALL?  Miscellaneous  telecom  stocks,  notably 
AT&T.  Some  think  it  could  make  an  IBM-style  comeback 


Black,  president  of  Delphi  Manag 
ment,  thinks  shares  of  o 
hilar  networks  such 
Centennial  Cellular  Cor 
which  serves  smaller  citi< 
have  been  overly  batter 
by  worry  about  inroa 
made  by  new,  digitized  p< 
sonal  communicatio 
systems,  which  compc 
directly  with  cellular 
big  cities. 
Other  opportuniti 
may  present  themselv 
in  financial  services.  Da\ 
N.  Dreman,  chairman 
Dreman  Value  Advise 
Inc.,  thinks  the  Fedei 
National  Mortgage  As; 
(Fannie  Mae)  and  Fed< 
al  Home  Loan  Mortga 
Corp.    (Freddie  Ma 
which  issue  mortgag 
backed  securities,  have  been  ov 
looked  as  growth  vehicles.  Delpl 
Black  believes  shares  of  some  re 
surers,  such  as  Renaissance 
Holdings,  already  have  been  d 
counted  for  the  worst  natural-d 
aster  scenarios. 

STITCH  IN  TIME.  Some  contraria 
scrounge  for  stocks  that 
slammed  when  earnings  fall  sh< 
of  expectations.  One  example,  s£ 
Torray,  is  computer  outsoun 
Electronic  Data  Systems  Cor 
whose  shares  plummeted  by  a  th 
in  October  after  disappointi 
third-quarter  operating  results.  I 
now  that  eds  is  independent 
General  Motors  Corp.,  says  Torr 
it  can  bid  for  business  from  t 
other  big  auto  makers. 

Overseas,  John  Maack,  a  Crab 
Huson  portfolio  manager,  lil* 
Singer  Co.,  the  Hong  Kong-bas 
acquirer  of  the  sewing  machi 
franchise.  Singer  is  doing  a  gc 
job  of  tapping  growing  overseas  ( 
mand,  he  says.  Dreman  thinks  Arrif 
can  depositary  receipts  of  Hanson  P 
the  British  conglomerate,  are  a  bargJ 
"It's  a  complex  company"  that's  not  vi 
followed,  he  says.  Which,  of  course, 
just  the  sort  of  stock  that  the  eonfirn 
contrarian  is  always  searching  for. 
By  Phillip  L.  Zweig  in  New  Y( 
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Porsche  likes  Mobil  1  so  much, 
they  put  a  case  in  every  trunk. 


Porsche  works  hard  to  build  the 
world's  finest  sports  cars,  and 
they  want  people  to  keep  them  that  way. 
So,  every  new  Porsche  now  comes  filled 
with  12  quarts  of  Mobil  1.  Porsche  believes 
that  no  other  oil  performs  better.  They  use 
it  for  developing  new  engines,  too,  and  in 
all  of  their  racing  cars.  They  also  work 
with  Mobil  people.  We  and  Porsche,  you 


see,  are  close  partners.  We  work  in  each 
other's  research  centers,  we're  together  at 
the  track,  and  Mobil's  name  now  appears  in 
a  place  of  honor — on  a  plaque  in  Porsche 
engine  compartments.  It  recommends  that 
you  keep  using  Mobil  1  for  as  long  as  your 
Porsche  exists.  Which,  if  you  do  as  our 
partner  suggests,  should  be  a  very  long  time. 
To  learn  more,  our  Web  site  is  www.mobil.com. 


The  energy 


to  make  a  difference 


STRATEGIES  FOR  STOCKS 


SELLING  SHORT 


How  to  Find  a  Stock 
That's  Headed  for  Trouble 

Going  short  could  pay  off  handsomely  in  the  year  ahead-if  you're  careful 


Looking  for  a  stock  to  sell  short? 
A  year  or  so  ago,  that  was  a  rel- 
atively uncomplicated  exercise: 
There  was  a  host  of  entire  in- 
dustry groups  that  seemed  to  be  ripe 
for  a  decline.  Internet  service 
providers,  for  example,  were  especially 
tempting,  and  some  have  lived  up  to 
their  promise  by  registering  dramatic 
declines.  But  finding  anything  resem- 
bling a  sure  thing — a  stock  that  veri- 
tably reeks — is  a  far  from  simple  task 
nowadays. 

Don't  give  up,  though.  More  than 
ever,  careful  short-selling  is  likely 
to  pay  off  handsomely  in  the  year 
ahead.  Hype  is  running  rampant. 
As  in  recent  years,  valuations  are 
spiraling  for  high-tech  stocks,  par- 
ticularly those  that  are  promoted 
over  the  Internet.  But  tread  light- 
ly. Such 
stocks 
vary 

widely  in 
their  fun 
damental 
virtues,  and 
betting  against 
them  solely  because 
they  have  had  runups 
can  be  hazardous.  Short-sell 
ing  highly  touted  but  illiquid 
stocks  can  result  in  the  dreaded  ' 
squeeze,"  in  which  shareholders 
traders  to  buy  back  the  shares 
have  sold  short — either  by  driving  up 
the  share  prices  or,  sometimes,  by  sim- 
ply demanding  delivery  of  their  stock. 
POTENT  TIP.  Shori-squeezes  are  a  fact 
of  life  for  anyone  entering  the  game, 
even  on  a  small  scale.  Still,  stocks  that 
have  had  extraordinary  runups  this 
year  remain  among  the  most  potent 
tipoffs  of  a  subsequent  fall — for  they 
sometimes  can  be  a  sign  of  overen- 
thusiasm,  or  even  out-and-out  manip- 
ulation of  the  stock  by  unscrupulous 
brokers.  Another  red  flag,  among 
NASDAQ-traded  stocks,  are  issues  with 
a  limited  number  of  market  makers, 
particularly  when  the  market-making 
volume  each  month  is  dominated  by 


only  two  or  three  securities  dealers. 
(Market-maker  trading  statistics  can 
be  obtained  from  your  broker  or  from 
nasdaq.)  Such  stocks,  however,  are  of- 
ten as  hazardous  to  short  as  they  are 
to  own. 

One  possible  class  of  short-sale  can- 
didates is  stocks  of  companies  that 
may  face  trouble  in  today's  economic- 
climate.  Frederick  B.  Taylor,  chief 
investment  officer  and  vice-chairman 
of  the  board  of  U.S.  Trust  Corp.,  says 


that  the  current  environment — wit 
low  inflation  and  powerful  global  con 
petition — argues  in  favor  of  companies." 
that  can  cut  prices  and  against  thos  , 
that  have  difficulty  doing  so.  He  note  ^  , 
that  telephone  companies,  for  exair^ 
pie,  are  being  hard-pressed  to  cu 
prices. 

Professional  short-sellers  have  othi 
ways  of  snaring  targets.  One  metho 
that  has  increasingly  proven  lucrative  i 
to  hunt  for  companies  that  frequentl 


gas 
K 


THESE  HIGHFLIERS  MAY  BE 
DESTINED  FOR  A  FALL 


e  cash  overseas  via  offerings  un- 
Regulation  S  of  the  securities  laws, 
h  shares  are  offered  at  a  discount, 
illy  20%  or  so,  and  then  can  be  sold 
tie  U.S.  only  45  days  later.  A  new, 
5-noted  wrinkle  among  the  Reg  S 
ings  can  be  potentially  damaging  to 
ent  shareholders.  Under  a  few  Reg 
eals  being  concluded,  offshore  in- 
ors  buy  preferred  shares  or  debt 
is  convertible  into  common  stock, 
[er  the  terms  of  the  deal,  the  num- 
of  shares  obtained  at  conversion 
ally  increases  as  share  prices  de- 
|  (If  $10  million  is  raised,  and  the 
*e  price  is  $5  a  share,  2  million 
■es  are  issued.  If  the  share  price  is 
S  million  shares  are  issued.)  Some- 
s  there  is  no  limit  to  the  number  of 
•es  that  can  be  issued,  and  "these 
I  of  deals  can  be  infinitely  dilu- 
,"  observes  one  short-seller  who 
>s  a  sharp  eye  on  Reg  S  deals. 
BIG  MO.  Companies  that  have  used 
financing  technique  can  be  risky 
3S  to  own  shares,  because  share- 
I  declines  can  be  accelerated  by  all 
3  shares  being  dumped  on  the  mar- 
±.  Fortunately,  new  Securities  & 
Exchange  Commission  rules 
now  require  that  all  Reg  S 
deals  be  disclosed.  Among  the 
companies  to  have  used  this 
Reg  S  financing  technique  in 
the  recent  past  are  VideoLan 
Technologies,  Pinnacle  Micro, 
and  Editek,  all  of  which  have 
experienced  significant  declines 
this  year.  Solv-Ex  Corp.,  an  Al- 
buquerque-based oil-extraction 
company,  recently  disclosed  in 
an  sec  filing  that  it  raised  $13 
million  through  a  Reg  S  con- 
vertible deal. 

"Momentum  plays"  that  have 
more  motion  than  substance  are 
another  potential  way  of  ferret- 
ing out  stocks  to  short.  Short- 
side  traders  are  giving  increased 
attention  to  one  fast-moving 
stock — Centennial  Technologies 
Inc.,  which  makes  cards  for  per- 
sonal computers.  The  company 
is  a  favorite  of  cold-calling  bro- 
kers, and  its  Big  Board-traded 
stock  has  climbed  almost  400% 
in  the  year  to  date.  Its  profit 
margin  is  alluring.  But  skeptics 
believe  its  accounts  receivable 
are  high,  its  cash  flow  poor,  and 
the  quality  of  its  earnings  low. 
Chesapeake  Energy  Corp.  is  an- 
other stock  that  has  skyrocketed 
on  a  wave  of  investor  enthusi- 
asm, climbing  some  135%  this 
year  despite  the  view  of  some  de- 
tractors that  its  oil-producing  ca- 
pacity may  not  be  as  lofty  as  in- 
vestors anticipate. 
I  


STOCK 

PRICE* 

YEAR-TO-DATE 
GAIN 

ALZA  CORP.  Skeptics  predict  that  this  drug  manufac- 
turer will  see  declining  sales  from  its  chief  product. 

26% 

8% 

BOSTON  CHICKEN  Persistent  reports  of  losses  by  some 
franchise  operators  have  encouraged  short-sellers. 

35% 

12 

CENTENNIAL  TECHNOLOGIES  This  company  makes 
cards  used  in  PCs — a  business  that  some  investors 
feel  has  been  overvalued  by  the  market. 

43% 

361 

CHESAPEAKE  ENERGY  An  oil-drilling  company  viewed 
by  some  investors  as  dramatically  overvalued. 

52K 

136 

EMPLOYEE  SOLUTIONS  A  growing  army  of  short-sellers 
maintain  the  earnings  of  this  staff-leasing  company 
are  destined  to  fall. 

20% 

137 

MASTEC  This  cable-television-services  company  has 
seen  its  market  value  skyrocket — and  shorts  are 
betting  on  a  collapse. 

45% 

242 

QUIGLEY  This  former  penny  stock  has  climbed  out  of 
the  cellar.  But  detractors  say  the  market  has  over- 
estimated its  prospects. 

16% 

1061 

REXALL  SUNDOWN  Also  a  health-products  company, 
Rexall  has  seen  its  revenues  climb — but  skeptics  say  it 
is  overvalued. 

25% 

74 

ULTRAFEM  Makes  a  women's  hygiene  product.  Skeptics 
feel  the  market  has  gone  hog-wild  over  very  little. 

17% 

176** 

ZITEL  Widely  hyped  on  the  Internet  and  elsewhere 
because  of  its  "Year  2000"  product,  this  company 
has  seen  its  stock  quintuple. 

30 

388 

*As  of  Dec.  16, 1996 


"Price  gain  since  initial  public  offering,  Feb.  22, 1996 

DATA:  BUSINESS  WEEK,  BLOOMBERG  FINANCIAL  MARKETS 


Another  momentum  play  is  MasTec 
Inc.,  which  provides  design  and  instal- 
lation services  to  phone  and  cable-tele- 
vision companies.  In  just  the  past  year 
or  so,  MasTec  shares  have  nearly 
quadrupled,  giving  the  company  a  mar- 
ket capitalization  that  now  approaches 
$800  million — more  than  nine  times 
book  value.  Although  the  company's 
sales  have  gained  handsomely  in  re- 
cent months,  shorts  are  wagering  that 
MasTec  cannot  continue  to  sustain  such 
gains.  The  company,  like  Centennial,  is 
a  favorite  of  small  investors,  and  re- 
cently benefited  from  a  "buy"  rating 
by  Jeffries  &  Co. 

Increasingly,  the  Internet  and  the 
online  services  have  become  a  good 
source  of  ideas  for  stocks  that  might  be 
ready  to  fall  out  of  bed.  One  high-tech 
favorite  of  the  online  world  is  Zitel 
Corp.,  which  manufactures  computer 
storage  systems  but  has  mainly  been 
getting  attention  in  recent  months  be- 
cause it  sells  software  aimed  at  cor- 
recting computer-clock  problems  that 
are  anticipated  at  the  beginning  of 


2000.  Zitel's  shares  have  quintupled  in 
the  year  to  date,  with  much  of  the  heat 
beneath  the  stock  generated  by  post- 
ings on  the  Internet  and  Motley  Fool 
message  boards  of  America  Online, 
where  hype  runs  rampant. 

One  stock  that  has  drawn  scant  at- 
tention online — but  has  nonetheless 
moved  up  powerfully  this  year — is 
Quigley  Corp.  Its  shares  have  climbed 
more  than  1,000%  this  year,  largely  on 
the  strength  of  a  lozenge  that  is  sup- 
posed to  lessen  the  severity  of  cold 
symptoms.  Enthusiasm  over  the  "Cold- 
Eeze"  zinc-based  lozenge  has  sent 
Quigley  shares  zooming  from  as  low  as 
%,  where  they  were  trading  in  early 
April,  to  a  recent  16.  Not  surprisingly, 
Quigley  has  begun  to  get  attention 
from  short-sellers,  who  feel  that  the 
company's  prospects  have  been  over- 
estimated by  the  market.  They  are  bet- 
ting that  someday  soon,  the  market  in 
such  high-flying  stocks  will  emit  a  vio- 
lent sneeze — and  nobody  will  be  around 
to  say,  "gesundheit." 

By  Gary  Weiss  in  New  York 


BEST  BET 


★  SIGN  OF  DECLINE  Look  for  "Regulation  S"  deals.  Some 
recent  ones  can  dilute  shareholder  equity  and  drive  prices  down 


The  average  battery  lasts  three  hours. 
Some  people  need  a  little  more  than  that. 


The  AcerNote"'  Nuovd",  with  the  longest -lasting 

battery  of  any  notebook  computer.  As  much  as  J  hours 


AceR  {♦ 


Afresh  perspective. 

1-800-  55  $ -ACER  www.acer.com/aQc/ 


er.  Inc.  All  rights  reserved.  Acer  and  the  Acer  logo  are  registered  trademarks  and  AcerNote  and  Nuovo  are  trademarks  of  Acer  America  Corporation  and  Acer 
ntel  Inside  Logo  and  Pentium  are  registered  trademarks  of  Intel  Corporation,  independent  cross-country  battery  testing  conducted  by  VenTest.  Inc.,  June 
rage  battery  hie  comparisons  as  reported  in  PC  Wceh,  luly  IQQb. 


STRATEGIES  FOR  STOCKS 


THE  PROS 


Here's  a  Hundred  Grand. 
Now  Make  a  Shopping  List 

Four  savvy  stock-pickers  put  their  (play)  money  where  their  mouths  are 


What  stocks  would  you  choose 
if  you  had  to  invest  $100,000 
this  New  Year?  That's  the 
question  BUSINESS  WEEK  asks  four  top 
investors  each  December.  Their  job  is  to 
beat  their  rivals  by  selecting  a  list  of  10 
stocks  for  the  coming  12  months. 

It's  not  easy.  The  past  two  years  were 
terrific  for  the  stock  market,  with  the 
Standard  &  Poors  500-stock  index  soar- 
ing 34.1%  in  1095  and  17.6%  from  Dec. 
11,  1995,  through  Dec.  13  1996.  Among 
last  year's  group,  Gary  L.  Pilgrim,  who 
manages  the  I'BHG  Growth  Fund,  was 
the  big  winner.  His  portfolio  was  up 
37.8%  through  Dec.  13,  excluding  divi- 
dends. Fueling  his  performance  were 
six  hefty  gainers,  ranging  from  a  110% 
pop  for  McAffee  Associates  to  a  mere 
51%  gain  for  Blyth  Industries. 


The  other  managers  didn't  even  come- 
close.  Desmond  J.  Heath  wood,  ch  ief  ex- 
ecutive  of  Boston  Partners  Asset  Man- 
agement, posted  an  8:2%>  gain.  His 
biggest  winners  were  IBM,  up  59%,  and 
Lehman  Brothers  Inc.,  up  39%. 
Richard  S.  Strong,  the  Strong  Funds 
chairman  who  nmnages  the  Strong  Dis- 
covery Fund,  was  up  just  4.1%,  without 
dividends.  His  worst  bet  was  Exide 
Corp.,  doivn  52%,  while  his  best  was 
Harley-Davidson  Inc.,  up  65%. 

Although  the  contest  calculates  per- 
formance as  if  the  managers  main- 
tained their  positions  throughout  the 
year,  Stro>ig  says  that  in  his  own  port- 
folio he  actually  dumped  Exide  before 
it  went  south.  Richard  Farrell,  director 
of  Far  Eastern  equity  investments  at 
Guinness  Flight  Global  Asset  Manage- 


1    WILLIAM  MILLER 

President,  Legg  Mason 
Fund  Advisor  Inc. 

STOCK                        PRICE (AS  OF  DEC. 16) 

AMERICA  ONLINE 

31  % 

CIRCUS  CIRCUS 

33% 

CITICORP 

98Va 

con 

FANNIE  MAE 

36 'A 

HOME  SHOPPING  NETWORK 

10 

GENERAL  MOTORS 

55 '/ 

IBM 

U8% 

PHILLIPS 

387A 

RJR  NABISCO 

317A 
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ment  Ltd.,  brought  up  the  rear  wit 
record  of  minus  15.6%.  He  was  drag, 
down  by  Korean  and  Japanese  stoc 
such  as  Samsung  Electronics  and  A 
pon  Telegraph  &  Telephone  Corp. 

Wh  He  this  year's  managers  are  c\ 
cerned  about  the  heady  market,  t) 
all  believe  that  there  are  still  stocks 
there  that  are  worth  buying. 

CASH  FLOW 
IS  KING 


In  addition  to  overseeing  $3.3  i 
lion  in  Legg  Mason  mutual  fun 
William  H.  Miller  III  keeps  his  han/ 
the  market  by  managing  the  Legg  '. 
son  Value  Trust  fund.  Through  IWh 
13,  it's  up  a  handsome  36.3%.  Mille  | 
a  confirmed  value  investor,  who 
phasizes  the  free  cash  flow  that  a  c  n 
pany  generates.  Miller  likes  IBM.  W 
the  market  trades  at  40  times  free  c 
flow,  the  computer  giant  is  trading  i 
multiple  of  12.  "That's  way  too  low1'" 
a  company  like  IBM,"  says  Miller, 
thinks  the  company  will  go  to  19(1. 
the  next  year. 

Miller's  favorite  sector  is  finanei  ^ 
"We  still  believe  financials  will  be  ■ 
single  best-perfo 
ing  sector  of  * 
decade,"  he  says.  c 
funds'  largest  h< 
ing  now  is  Far 
Mae.   the  Fed< 
National  Mortg^ 
Assn.  He  still  th^! 
that  its  rapid  gro 
has  not  been  re< 
razed  by  the  mar 
which  is  why  ii 
trading  at  a  h 
discount. 

Miller  is  buj 
Circus  Circus  En 


prises  Inc.,  the  g . 
ing  giant.  He 
pects  its  cash  flo|,'! 
triple  in  the  ib 
five  vears.    In  . 
next  few  years, 


fe' prife 


lake  three  to  four 
i  your  money  in 
ompany,"  he  says, 
ler  has  a  few  con- 
rsial  picks.  Cott 
,  a  Toronto  maker 
vate-label  bever- 
for  the  likes  of 
'ay  and  Wal-Mart 
3  Inc.,  is  a  fallen 
that  dove  from 
7.  The  company 
the  midst  of  a 
round  and  is 
I  to  grow  quickly 
)  new  businesses, 
lative  beverages 
rivate-label  foods, 
te  negative  pub- 
he  recommends 
ica  Online.  Miller 
;  aol's  50%  mar- 
aare  of  the  con- 
•  online  business 
illow  it  to  stay 
of  Prodigy  Ser- 
CompuServe, 
aven  Microsoft, 
of  all,  AOL  will 
ate  positive  cash 
n  the  next  two 
;rs,  he  believes. 

RCiING 
L 


•ianne  L.  Hay 
?  to  some  wari- 
bout  the  outlook 
J.  S.   stocks  in 

But  when  it 
;  to  emerging  markets,  Hay  is  a 
ast  bull.  The  reason,  says  the 
sh-born  managing  director  of 
m  Stanley  Asset  Management 
s  "high  earnings  growth  and  re- 
leap  stocks."  On  average,  devel- 

economies  will  expand  by  6% 
ear,  she  thinks — two  percentage 

better  than  those  in  the  indus- 
rorld. 

44,  who  co-manages  the  closed- 
[organ  Stanley  Emerging  Mar- 
'und  along  with  Madav  Dhar,  is 
y  for  bargains  to  spice  up  her 
nillion  fund,  which  has  been  in 
Idrums  ever  since  logging  a  spec- 
-  89%  gain  in  1993.  A  victim  of 
reading  investor  disdain  that  has 
•d  many  international  closed-end 
ately,  Morgan  Stanley  Emerging 
ts'  price  per  share  has  fallen  10% 
i,  to  $14.25,  even  as  its  net  asset 
has  risen  13%,  to  $16. 

likes  Brazil,  where  she  thinks 
n  "will  be  in  the  single  digits"  in 
liter  hitting  3,600%  only  two 
back.  Her  top  picks:  Telebras, 


Managing  Director,  Morgan  Stanley 
Emerging  Markets  Fund 

COMPANY                     PRICE  (AS  OF  DEC.  17) 

TELEBRAS  (BRAZIL) 

$73.63* 

ELETROBRAS  (BRAZIL) 

16.63* 

HDFC  (INDIA) 

63.65 

PAKISTAN  TELECOM 

0.67 

EREGLI  (TURKEY) 

0.11 

UNIFIED  ENERGY  (RUSSIA) 

0.08 

SURGUTNEFTEGAS (RUSSIA) 

0.40 

EASTERN  TOBACCO  (EGYPT) 

0.40 

HELWAN  CEMENT  (EGYPT) 

0.40 

SASOL  (S.  AFRICA) 

11.25* 

*Amencan  depositary  receipt 

the  phone  monopoly, 
and  Eletrobras,  the 
national  electric  company.  With  price- 
earnings  ratios  of  65  and  12.2,  respec- 
tively, "they're  among  the  cheapest 
[utilities]  in  the  world  with  the  best 
growth  potential."  She  is  also  bargain- 
hunting  in  India's  beaten-down  mar- 
ket, where  she  likes  Housing  Devel- 
opment Finance  Corp.,  the  No.  1  maker 
of  mortgages  for  middle-class  home- 
buyers.  She  has  gravitated  toward 
Sasol,  a  South  African  chemical  maker 
whose  exports  are  being  helped  by  the 
weak  rand.  And  she  likes  Eregli,  a 
state-controlled  Turkish  steel  manufac- 
turer that  may  well  be  up  for  privati- 
zation. 

Hay  is  most  enthusiastic  about  Rus- 
sia— "tomorrow's  growth  story,"  she 
calls  it.  She  advises  having  a  look  at  a 
trio  of  companies  with  American  de- 
positary receipts — electricity  producer 
Mosenergo,  gas  exporter  Gazprom,  and 
Lukoil,  the  country's  leading  producer 
of  crude.  But  she  is  positively  exuber- 
ant about  Surgutneftegas,  another  oil 
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company  that  ex- 
pects to  have  adrs 
by  1997.  Its  market  capitalization  is 
just  $2.2  billion — or  only  22(2  a  share. 
"One  of  the  most  undervalued  energy 
situations"  in  Russia,  she  says. 

SMALL-CAP 
ISBEAUTIFUL 

William  K.  Jurika's  formula  is  nothing 
if  not  consistent.  "I'm  looking  for  things 
that  have  seen  their  corrections  and  will 
see  significant  earnings  growth,"  says 
the  founder  of  Oakland  (Calif.)-based  Ju- 
rika  &  Voyles  Inc.,  which  manages  $5.5 
billion.  The  firm's  mini-cap  fund  is  up 
28.4%  through  Dec.  13.  He  likes  small 
caps  because  they  offer  better  bargains. 

A  prime  example  is  eci  Telecom,  a 
NASDAQ-listed  vendor  of  telecom  gear 
that  has  slumped  because  of  escalating 
tensions  in  the  Middle  East.  But  Jurika 
points  out  that  90%  of  its  business  is 
outside  of  Israel.  He  expects  an  18% 
growth  rate  in  1997.  A  higher-risk  play 


i 


harman/kardon 


HEAR         US.  EVERYWHERE. 


*    Harman  International 


to  you  by  JBL,  Harmon  Kardon  and  Infinity-the  brands  of  Harman  International. 
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STRATEGIES  FOR  STOCKS 
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is  System  Software  Associates,  which 
makes  software  for  manufacturers.  Ow- 
ing to  a  big-  loss  tliis  year  and  a  delay  in 
upgrades,  the  stock  has  dropped  from  26 
to  13.  But  this  lower-end  competitor  to 
Oracle  Corp.  has  gotten  very  good  prod- 
uct reviews.  "If  it  succeeds,  it  will  be  a 
big  winner — or  we  could  lose  half  our 
money,"  says  Jurika. 

In  the  health-care  area,  Jurika  likes 
Apria,  a  home-medical-equipment  com- 
pany. Its  stock  has  been  hit  lately  as  a 
result  of  a  merger,  but  Jurika  thinks  it 
will  earn  $1.80  and  grow  20%  in  1997 
as  it  keeps  buying  mom-and-pop  oper- 
ations around  the  country.  Medpart- 
ners,  a  Los  Angeles-based  physicians 
practice  group,  will  benefit  from  the 
coming  consolidation  of  individual  doc- 
tors into  groups.  Living  Centers  of 
America,  the  fourth-largest  nursing 
home  company  in  the  country,  will 
grow  by  15%  in  1997. 

Two  fast  growers  in  more  prosaic 
businesses  that  Jurika  is  high  on  are 


ERIC  RYBACK 


Quanex,  a  low-cost 
producer  of  special 
metal  products  such  as  air-bag  canisters 
that  could  grow  15%  in  1997;  and  Green- 
field Industries,  which  makes  fine  in- 
dustrial drills  that  have  high  replace- 
ment rates  and  could  grow  20%. 

BEARISH  IS 
BETTER 

The  only  serious  bear  of  the  group  is 
Eric  E.  Ryback,  the  president  of  St. 
Louis-based  Ryback  Management  Corp. 
He  is  convinced  the  market  is  overval- 
ued and  could  tank  sometime  next  May. 
"We  think  we  are  on  the  cusp  of  a  bear 
market  here,"  he  says.  "A  healthy  cor- 
rection would  be  rather  nice.  That's 
what  we  five  for."  It's  no  surprise  that 
the  $4  billion  in  Ryback's  six  mutual 
funds  are  positioned  to  do  well  in  bear 
markets.  His  Lindner  Growth  Fund  is 
still  up  19.1%  through  Dec.  13,  and  the 
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KA 

President,  Jurika 
&  Voyles  Inc. 

STOCK                        PRICE  (AS  OF  DEC.  16) 

AETNA 

73/8 

APRIA 

ECI  TELECOM 

1916 

GREENFIELD  INDUSTRIES 

29'/2 

LIVING  CENTERS  OF  AMERICA 

253/ 

MEDPARTNERS 

20% 

OCTEL 

17/2 

QUANEX 

26/ 

SYSTEM  SOFTWARE  ASSOC. 

11% 

XEROX 

51 H 
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President,  Ryback 
Management  Corp. 
STOCK                        PRICE  (AS  OF  DEC.  13) 

AMERICAN  CLASSIC  VOYAGES 

ll3/6 

CARDIOMETRICS 

5% 

EL  PASO  ELECTRIC 

ENSERCH  EXPLORATION 

11/8 

HANDLEMAN 

83/8 

NORTHEAST  UTILITIES 

12% 

NOVEL 

10 

REXEL 

14/ 

TESCORP 

3"/6 

URANIUM  RESOURCES 

8Vs 
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Lindner  Bulwa 
Growth  Fund  is 
28.1%. 

Ryback  says 
looks  for  issues  til 
"have  been  negleOT 
ed  in  some  fashira 
and  we're  waitiW 
for  investors  aj 
analysts  to  disco\j] 
them  next  yeal 
Surely    only  tl 
brave  would  bj. 
Northeast  Utilitil 
the  troubled  CM 
necticut  nucleg 
power-plant  opejjj 
tor  whose  stock 
down  from  the 
20s  to  11.  He  thirj 
the  company  will 
port  earnings  close  to  $2  a  share 
mid-1998,  which  will  drive  the  stock  b 
up.  El  Paso  Electric,  which  just 
out  of  Chapter  11  bankruptcy  earl 
this  year,  will  earn  over  60#  next  yeai 
aggressively  reducing  its  debt,  and  co 
reinstate  its  dividend,  Ryback  belie\ 
He's  looking  for  the  stock  to  double 
wouldn't  be  surprised  by  a  takeover. 

Among  his  smallest  picks  are  O 
metrics  Inc.,  which  has  a  Food  & 
Administration-approved  product  tl 
can  be  used  to  repair  clogged  arte; 
He  also  likes  Rexel  Inc.,  the  fifth-1; 
electrical  distributor  in  the  U.  S 
points  out  that  it  is  growing  by  bu; 
rivals  and  says  he  expects  it  will  ge: 
ate  $1.35  in  free  cash  flow  per  shar 
1997,  vs.  $1.10  in  1996. 

Ryback's  favorite  industry  grouj. 
natural  gas,  a  classic  situation  of  a  c< 
modity  in  short  supply.  He  especii 
likes  Enserch  Exploration  Inc.  He 
lieves  the  company  cc 
make  a  huge  gas  disc 
eiy  in  its  deepwater  ft 
Another  natural-resoui 
play  is  Uranium 
sources  Inc.,  the  lowi 
cost  uranium  produce: 
North  America. 

Ryback's  only  ove: 
pick  is  Argentina's 
corp.  He  thinks  that 
owner  and  operator  of| 
ble  systems  in  rural 
gentina  is  an  attract] 
takeover  candidate,  ei 
daily    with  regular] 
changes  that  allow 
eigners  to  buy  it. 

By  Leah  Natfuins  Si 
and  William  G.  GM 
in  New  York 
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Merrill  Lynch 

•on  the  value  of 
long-term  bonds. 


With  time — and  only  time — can  a  company  build 
the  fundamental  foundation  for  success  in  the 
Asia  Pacific  Region:  long-term  personal  relationships, 
based  on  absolute  trust.  Over  more  than  30  years, 
Merrill  Lynch  has  established  contacts  and  nurtured 
associations  throughout  the  region.  From  this  history 
have  come  bonds  that  cannot  be  bought  and  cannot 
be  done  without.  For  in  the  Asia  Pacific  Region,  as  in 
the  rest  of  the  world,  trust  makes  all  the  difference. 
The  difference  is  Merrill  Lynch. 


These  Companies  Have  Fount  N< 

The  National  Organization  (sab 

Salute  Members  4  C 


provide  you 
with  a  competitive 
advantage.  We  are 
natural  problem- 
solvers  and 
innovative  in 
responding  to 
change.  Hire  us! 
We're  good  for 
your  business." 


Jennifer  Sheeny 

MBA  Candidate 
Georgetown  University 
(3.9  GPA) 


he  National  Organi- 
zation on  Disability 
(N.O.D.),  estab- 
lished the  CEO 
Council  to  recognize  America's 
business  leaders  for  their  sup- 
port of  people  with  disabilities 
in  the  workforce.  These  leaders 
and  their  companies  believe  that 
a  person's  ability,  not  disability, 
is  what  counts  in  doing  a  job. 

Through  their  annual 
membership  contributions,  CEO 
Council  members  support 
N.O.D's  innovative  efforts  to 
mable  people  with  disabilities 
>  more  fully  participate  in  their 
community  and  in  all  aspects  of 


Chairman's  Circle 

American  Express  Company,  Harvey  Golub 
Amway  Corporation,  Dick  DeVos 
Business  Week,  David  G  Ferm 
J.C.  Penney  Co.,  Inc.,  James  E.  Oesterreicher 
Merrill  Lynch  &  Co.,  Inc.,  Daniel  P  Tully 
The  McGraw  Hill  Companies.  Harold  McGraw  III 
Reicher  Capital  Management  Co.,  Jeffrey  P  Reich 
United  Parcel  Service,  Kent  Nelson 
Westinghouse  Electric  Corporation, 
Michael  H.  Jordan 

Vice-Chairman's  Circle 

Citibank,  John  S.  Reed 

Eastman  Kodak  Company,  George  M  C  Fisher 

Fannie  Mae,  James  A.  Johnson 

H.J.  Heinz  Company,  Anthony  J.F.  O'Reilly 

Mobil  Corporation,  Lucio  A  Noto 

Potomac  Electric  Power  Company,  Edward  F  Mitchell 

Xerox  Corporation,  Paul  A.  Allaire 


President's  Circle 

Alcoa,  Paul  O'Neil 

Aristech  Chemical  Corporation,  Jiro  Kamimure  p 
AT&T,  Robert  E.  Allen 
Chrysler  Corporation,  R  J.  Eaton 
Compaq  Computer  Corporation.  Eckhard  Pfeiffeif" 
Dorsar  Investment  Company,  Stephen  L.  Feinbeta"-'1 
Exxon  Corporation,  Lee  Raymond 
GTE  Corporation,  Charles  R.  Lee 
Joseph  E.  Seagram  &  Sons,  Inc..  Edgar  Bronfman! 
Michael  T.  Rose  Companies,  Michael  T  Rose 
National  Broadcasting  System,  Robert  C.  Wright  f 
Owl  Hollow  Enterprises,  Philip  E.  Beekman 
Sunrise  Medical  Inc.,  Richard  H  Chandler 
Wm.  Wrigley,  Jr.  Company,  William  Wrigley 
Woolworth  Corporation,  Roger  Farah 

Leadership  Circle 

Allstate  Insurance  Company,  Jerry  D.  Choate 
Ameritech,  Richard  C.  Notebaert 
Anheuser-Busch  Companies,  Inc., 

August  A.  Busch  III 
Apple  Computer,  Inc.,  Gilbert  F.  Amelio 
Avon  Products  Inc.,  James  E.  Preston 
Bristol-Myers  Squibb,  Charles  A.  Heimbold,  Jr. 
Champion  Enterprises,  Inc.,  Walter  R.  Young,  Jr. 
CIGNA  Group  Insurance,  John  K.  Leonard 
CONRAIL,  Inc.,  David  LeVan 
Ford  Motor  Company,  Alexander  J.  Trotman 
Fortis  Benefits  Insurance  Company, 

Robert  B.  Pollock 
General  Electric  Company,  John  F  Welch,  Jr. 
General  Motors  Corporation,  John  F  Smith,  Jr. 
GEICO,  Louis  Simpson 
Harvard  Pilgrim  Health  Care,  Manuel  M  Ferris 
The  Hearst  Corporation,  Frank  A  Bennack,  Jr. 
Ingersoll-Rand  Company,  J.E.  Perrella 
ITT  Hartford  Life  Insurance  Companies, 

Lowndes  A.  Smith 
Johnson  &  Johnson,  Ralph  Larsen 
Kellogg  Company,  Arnold  G.  Langbo 
Mallinckrodt  Medical,  Inc.,  Robert  G  Moussa 
Marriott  International,  Inc..  J  W  Marriott.  Jr. 
New  York  Stock  Exchange,  Richard  A.  Grasso 
Northrop  Grumman,  Kent  Kresa 
PPG  Industries,  Inc.,  Jerry  E  Dempsey 
RJR  Nabisco  Holdings  Corp.,  Steven  Goldstone 
Rockwell,  Donald  R.  Beall 

Sandoz  Pharmaceuticals  Corporation,  E.  J.  Fullij 
Schering-Plough  Corporation,  Robert  P.  Luciano 
Shell  Oil  Company,  Philip  J.  Carroll 
Tenet  Healthcare  Corporation,  Jeffrey  C.  Barbak 
Towers  Perrin,  John  T.  Lynch 
United  Capital  Group,  Inc.,  JP  Mililli 
UST  Inc.,  Vincent  A.  Cuerer 
U.S.  Can  Company,  William  J.  Smith 
Warner-Lambert  Company,  Melvin  R  Goodes 
Worthington  Industries,  John  P.  McConnell 


tAafal 
rD.  Littl 


IWn 


BR  Hi 
Itlantii.  r. 
Lari«raim 
SVtaliJ 


[Jacobs, 


fcr\  | 


Council  Circle 

Advocate  Health  Care,  Richard  R.  Risk 
Alcatel  Network  Systems,  Inc.,  David  E.  Orr 
Alex  Lee,  Inc.,  Boyd  L.  George 
Allegheny  Health,  Education  &  Research 
Foundation,  Shenl  S.  Abdelhak 
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New  Competitive  Advantage 

^ability  and  BusinessWeek 
!  CEO  Council 


;hany  Ludlum  Corp.,  R  P  Simmons 

nz  Life  Insurance  Company  of  North  America, 

iwell  C.  Anderson 

rican  Brands,  Inc..  Thomas  C.  Hays 
rican  Home  Products  Corporation, 

hn  R.  Stafford 

rican  Physical  Therapy  Association, 

arilyn  Moffat 

en  Inc.,  Gordon  M  Binder 

'Incorporated,  William  J.  Hudson 

lor  Industries  International,  Vincent  J.  Naimoll 

■rsen  Corporation,  Jerold  W.  Wulf 

er  Daniels  Midland  Company, 

ivayne  O.  Andreas 

ina  Public  Service  Co.,  O.  Mark  DeMichele 
ur  Andersen  Worldwide,  Lawrence  A.  Weinbach 
ar  D.  Little,  Inc.,  Charles  R.  LaManlia 
.'iation  of  Trial  Lawyers  of  America, 

ward  F.  Twiggs 

T  Wireless  Services,  Inc.,  Steve  Hooper 

of  America,  David  A.  Coulter 

of  New  York,  J.  Carter  Bacot 

>n  Properties  Corporation,  Alan  M.  Leventhal 

lance  Haussmann,  Louis  B.  Lloyd 

itlantic,  Raymond  W.  Smith 

Laboratories,  Inc.,  William  R.  Cook 

.  &  Veatch,  P.J.  Adam 

Cross  and  Blue  Shield  of  Massachusetts,  Inc., 

illiam  Van  Faasen 

toeing  Company,  Frank  A  Shront/ 
I,  Jacobs,  Kenyon  &  Eckhardt, 

larles  D.  Peebler,  Jr. 

;estone/Firestone,  Inc.,  Masatoshi  Ono 
,er  International  Inc.,  Ronald  A  McDougall 
slyn  Union  Gas  Company,  Robert  B.  Catell 
rniia  Steel  Industries,  Inc.,  Marcus  Mota  e  Silva 
>rex  Corporation,  James  A.  Mack 
les  Schwab  &  Co.,  Inc.,  Charles  R  Schwab 
i  Manhattan  Bank,  Walter  V  Shipley 
ron  Corporation,  Kenneth  T.  Den 
IT  Group,  Inc.,  Albert  R.  Camper,  Jr. 
*COR  Inc.,  Lawrence  E.  Gloyd 
'lorox  Company,  G.  Craig  Sullivan 
.'oca-Cola  Bottling  Group  (Southwest),  Inc., 
mund  M.  Hoffman 
te-Palmolive  Co.,  Reuben  Mark 
ast  Corporation,  Ralph  J  Roberts 
nonwealth  Land  Title  Insurance  Co., 
rbert  Wender 

>uter  Associates  International  Inc., 

arles  B.  Wang 

ell  Limited  Partnership,  William  F.  Connell 
erse,  Inc.,  Glenn  Rupp 
International,  Charles  R.  Shoemate 
Corporation,  Walter  J.  Zable 
ig  International,  Inc.,  Dennis  B  Longmire 
te  &  Touche  LLP,  J.  Michael  Cook 
i-Teepak,  Inc.,  James  E.  Hermesdorf 
•exter  Corporation  Foundation,  Inc., 
Grahamc  Walker 

Id  Incorporated,  Robert  W.  Mahoney 

sey  Corp.,  Donald  N.  Gray 

7ood  Company,  Inc.,  David  H  Murdock 

aion  Resources,  Inc.,  Thomas  E.  Capps 

no  Sugar  Corporation,  Ed  Makin 

Communications  Corporation,  James  L.  Donald 

>un  &  Bradstreet  Corporation, 

bert  E.  Weissman 

ell  International  Inc.,  Charles  R.  Perrin 


Kchlin  Inc.,  Frederick  J.  Mancheski 

Ecolab  Inc.,  Allan  L.  Schuman 

EG&G,  Inc.,  John  M.  Kucharski 

EMC  Insurance  Companies,  Bruce  G.  Kelley 

Emerson  Electric  Co.,  Charles  F.  Knight 

Ernst  &  Young  LLP,  Philip  A.  Laskawy 

Fisher  Scientific  International,  Inc., 

Paul  M.  Montrone 
Fleet  Financial  Group,  Terrence  Murray 
Forbes  Magazine,  Malcolm  S.  Forbes,  Jr. 
Frank  Russell  Company.  Michael  J  Phillips 
Franklin/Templeton  Group  of  Funds, 

Charles  B.  Johnson 
Gannett  Broadcasting,  Cecil  L  Walker 
Genentech,  Inc.,  Dr.  Arthur  Levinson 
The  Gillette  Company,  Alfred  M  Zeien 
Glaxo  Wellcome  Inc.,  Robert  A.  Ingram 
Golden  Rule  Insurance  Company,  John  M  Whelan 
The  Goodyear  Tire  &  Rubber  Company, 

Samir  Gibara 
Graybar  Electric,  Carl  L  Hill 
Guardsmark,  Inc.,  Ira  A  Lipman 
Hasbro,  Inc.,  Alan  G.  Hassenfeld 
Henry  Ford  Health  System,  Gail  L.  Warden 
Household  International,  William  F  Aldinger 
The  Huntsman  Group,  Jon  M  Huntsman 
Illinois  Tool  Works,  Inc.,  W.  James  Farrell 
IMC  Global,  Inc.,  Wendell  F.  Bueche 
Invacare  Corporation,  A  Malachi  Mixon  III 
Ithaca  Industries,  Inc.,  Jim  D  Waller 
John  Hancock  Financial  Services,  Stephen  L.  Brown 
Johnson  &  lliggins,  I     id  \  Olsen 
Johnson  Publishing  Company,  Inc.,  John  H  Johnson 
The  Jordan  Company,  John  W  Jordan  II 
J.P.  Morgan  &  Company,  Inc.,  Douglas  A.Warner  III 
Keebler  Company,  Sam  K  Reed 
Kemper  National  Insurance  Companies, 

David  B.  Matins 
KeyCorp,  Robert  Gillespie 


For  a  free  32-page 
BusinessWeek  reprint, 
"The  New  Competitive 
Advantage,"  and  more 
information  on  how  you 
can  join  the  CEO  Council, 
contact: 

Martin  T.  Walsh, 
CEO  Council  Director,  N.O.D. 
910  16th  Street  NW 
Washington,  DC  20006 


Tel  202-293-1944 
Fax  202-293-7999 

TTD  202-293-5968 


□  □□ 


|  NATIONAL 

£    ORGANIZATION  ON 

I  ©O0ABILITY 


Kmart,  Floyd  Hall 

Knight-Kidder  Inc.,  James  K.  Batten 

Landstar  System  Inc.,  Jefrey  C.  Crowe 

Marsh  &  McLennan  Companies  Inc.,  J.C.  Smith 

Matsushita  Electric  Corporation  of  America, 

Richard  Krafl 
The  May  Department  Stores  Company, 

David  C.  Farrell 
McLane  Company.  Inc.,  Grady  Rosier 
MidAmerican  Energy  Company,  Stanley  J  Bright 
Motion  Picture  Association  of  America,  Inc., 

Jack  Valenti 
Motorola  Inc.,  Gary  Tooker 
Multifoods,  Anthony  Luiso 
Nash  Finch  Company,  Al  Flaten 
NationsBank  Corporation,  Hugh  L.  McColl.  Jr. 
NEC  America,  Inc.,  Mineo  Sugiyama 
Nellcor  Puritan  Bennett,  C  Raymond  Larkin.  Jr. 
New  Venture  Gear,  Fred  L.  Hubacker 
The  New  York  Times  Company, 

Arthur  Ochs  Sulzberger 
Nordson  Corporation,  W  P  Madar 
Northeast  Utilities,  Bernard  M  Fox 
Northern  States  Power  Company, 

James  J.  Howard  III 
Novell,  Inc.,  Robert  J.  Frankenberg 
Nynex,  Ivan  G.  Seidenberg 
Olin  Corporation,  Donald  W  Griffin 
Oshman's  Sporting  Goods,  Inc.,  Alvin  N.  Lubetkin 
The  Perkin-Elmer  Corp.,  Tony  L.  White 
Pitney  Bowes  Inc.,  George  B  Harvey 
PolyGram  Holding  Inc.,  Enc  Kronfeld 
Price  Waterhouse  LLP,  James  J  Schiro 
The  Prudential  Insurance  Company  of  America, 

Arthur  Ryan 
The  Reader's  Digest  Association,  Inc., 

James  P.  Schadt 
Reebok  International  Ltd.,  Paul  Fireman 
Republic  New  York  Corporation,  Walter  H  Werner 
The  Riggs  National  Bank  of  Washington  DC, 

Joe  I..  Allbntton 
Safeway  Inc.,  Peter  A.  Magowan 
Sea-Land  Service,  Inc.,  John  Clancey 
SERD/BTS,  Mercedese  M.  Miller 
SmithKline  Beecham,  Jan  Leschly 
Sony  Electronics  Inc.,  Carl  J.  Yankowski 
Sprint,  William  T.  Esrey 
State  Farm  Insurance  Companies, 

Edward  B  Rust.  Jr 
Statistica  Inc..  Jerry  L.  Ashworth,  Sr. 
Steelcase  Inc.,  James  Hackett 
Tambrands  Inc.,  Edward  T  Fogarty 
Transamerica  Occidental  Life  Insurance  Company, 

Thomas  J.  Cusack 
Tribune  Broadcasting  Co.,  James  C  Dowdle 
ULLICO,  Inc.,  Robert  A.  Georgine 
UNUM  Corporation,  James  F  Orr,  III 
United  Technologies,  George  David 
USF&G  Insurance,  Norman  P.  Blake.  Jr. 
US  West,  Inc.,  Richard  D.  McCormick 
W.R.  Grace  &  Co.,  Albert  J.  Costello 
Washington  National  Insurance  Company, 

Robert  Palm 

The  Washington  Post  Company,  Donald  E.  Graham 
Wells  Rich  Greene  BDDP,  Frank  Assumma 
Whirlpool  Corporation,  David  R  Whitwam 
Wyse  Technology  Inc.,  Douglas  Chance 


Three  Honored  for  Heroic  Achievements 

Building  Partnerships  Between 
Business  and  Conservation 

Union  Camp  Corporation  and  The  Conservation  Fund  are  proud  to  recognize  the  special  people  who  foster  partnerships  between 
industry  and  conservation.  That's  why  we  sponsor  two  annual  award  programs — The  Alexander  Calder  Conservation  Award  and  the 
Gene  Cartledge  Award  for  Excellence  in  Environmental  Education.  Each  award  includes  a  $10,000  grant  from  Union  Camp. 

We're  pleased  to  present  this  year's  winners. 


£ 


Tut  Calder  Ann  nro 

Through  the  leadership  of  two  men,  200,000 
acres  of  natural  habitat  for  brown  bears,  Pacific  salmon,  bald 
eagles,  sea  birds  and  marine  mammals  have  been  protected  on 
Kodiak  Island,  Alaska.  Emil  Christiansen,  President  of  Old 
Harbor  Native  Corporation,  and  Ralph  Eluska,  President  of 
Akhiok  Kaguyak,  Inc.  helped  forge  complex  land  agreements 
between  their  Alaska  native  corporations  and  the  federal  and 
state  governments.  The  net  result:  wilderness  is  preserved 
for  the  public  to  enjoy  while  providing  for  the  Kodiak  commer- 
cial fishery  and  the  needs  of  residents  and  visitors  in  this  world 
class  area.  Congratulations  to  the  winners  of  our  ninth 
( 'alder  Award. 


lis 


The  Cartledge 

Gary  Nakamura,  a  forestry  speciali 
the  University  of  California,  is  the  first  winner  of  the  ( 
Cartledge  Award  for  Excellence  in  Environmental  Educatior 
created  "Forest  Conservation  Days"  in  1992  to  introduce  y( 
students  to  the  state's  forests  and  help  them  understand  the 
role  natural  resources  play  in  our  lives.  The  following  ye 
launched  the  Forestry  Institute  for  Teachers,  an  annual  e 
where  educators  learn  first-hand  about  natural  resources  r 
agement.  We  salute  Mr.  Nakamura  for  his  many  achievem 


Union  Camp 


THE  conservation  fund 

For  additional  information  call  (703)  683-2996  or  (201)  628-2482 
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STRATEGIES  FOR  STOCKS 


INSIDE  WALL  STREET 


ENE  G.  MARCIAL 


V  GUESS? JEANS 
LDSHAPEUP 

krobably  the  only  company  with  a 
question  mark  after  its  name, 
Guess?  (ges)  failed  to  guess  right 
ning  its  initial  public  offering, 
i  it  went  public  in  August,  the 
larket  was  in  a  funk.  So  Guess? 
)  cut  the  offering  price  from  23  to 
d  the  number  of  shares  offered 
).2  million  to  7  million.  Since  then, 
;ock  has  slumped  to  12.  Time  to 
this  designer  and  maker  of  jeans 
ther  casual  apparel? 
no  means,  say  some  pros  who 

IAD  GUESS  ON  IPO  TIMING 


EARNINGS 
PER  SHARE 

1997  EST. 

$1.53 

1996  EST. 

$1.27 

1995 

$1.01 


GUESS? 
STOCK  PRICE 

WEEKLY  CLOSE 


i,  '96  DEC.  17 

RS 

\:  BLOOMBERG  FINANCIAL  MARKETS.  FIRST  CALL  CORP. 

been  accumulating  stock.  "The 
Guess?  is  a  franchise  known 
vide,  and  its  stock  is  compelling- 
ap,  based  on  what  management 
own  so  far  in  beating  the  Street's 
ites,"  says  money  manager 
el  DiCarlo  of  DFS  Advisors  in 
l,  which  has  acquired  1.2  million 
.  In  light  of  its  sales  and  eam- 
Guess?  is  "a  very  inexpensive 
"  says  DiCarlo,  who  thinks  it 
be  worth  about  25. 
ither  money  manager,  who  has 
een  buying,  says  more  impres- 
lmbers  will  appeal-  in  1998,  when 
push  overseas  will  show  up  in 
.  Analysts  haven't  yet  come  up 
estimates,  but  this  pro  figures 
*,  which  operates  more  than  1,230 
;hops  inside  department  stores 
15  stores  of  its  own,  will  make 
t  share  in  1998,  a  21%  rise  from 
isus  1997  estimates  of  $1.53. 
35%  of  the  estimated  1997  eam- 
rill  be  contributed  by  foreign 
[n  1998,  that  contribution  will  be 

s  n  top  of  a  larger  base. 

^  lyst  Brenda  Gall  of  Men-ill  Lynch 


notes  that  the  Guess?  price-earnings 
ratio  of  9  is  by  far  the  lowest  in  its 
peer  group.  Guess?,  she  explains,  is 
trading  at  a  42%  discount  to  the  ap- 
parel group  and  at  a  55%  discount  to 
the  Standard  &  Poor's  500-stock  index. 
Based  on  estimated  growth  of  15%  to 
20%  over  the  next  five  years,  says  Gall, 
the  stock  deserves  a  p-e  of  at  least  13. 

Foreign  volume,  figures  Gall,  should 
increase  by  more  than  35%  in  1997,  fu- 
eled by  sales  agreements  in  countries 
where  Guess?  clothes  and  jeans  aren't 
yet  sold.  Gall  expects  orders  abroad  in 
1997's  first  quarter  to  be  up  about  30%, 
and  she  looks  for  stronger  gains  later  in 
the  year. 

Orders  in  the  U.  S.  for  fashion  mer- 
chandise— 54%  of  total  sales — that  are 
scheduled  for  shipment  in  the  first 
quarter  of  1997  "continue  to  run  ahead 
at  a  double-digit  rate,"  says  Gall. 

CASTLE:  WATCHING  FOR 
THE  SIEGE  TO  END 

To  its  dismay,  A.M.  Castle  (cas) 
has  discovered  that  an  impres- 
sive customer  list  is  no  guaran- 
tee the  stock  won't  go  south.  Castle's 
blue-chip  buyers  include  Boeing, 
Raytheon,  DuPont,  and  Beechcraft.  But 
when  Castle's  earnings  growth  showed 
signs  of  slowing,  big  and  small  in- 
vestors bailed  out,  causing  the  stock 
to  drop  to  16.  In  September,  it  had 
traded  at  26. 

No  matter,  says  David  MacGregor 
of  Midwest  Research  Maxus  Group  in 
Cleveland,  who  thinks  investors  looking 
for  a  company  with  a  "solid"  balance 
sheet  and  a  shareholder-oriented  man- 
agement, will  "rediscover"  Castle.  He 
thinks  Castle,  a  major  distributor  of 
specialty  metals,  "is  worth  25." 

"The  company's  on  track  to  snap 
back,"  says  MacGregor,  although  he  ad- 
mits it  won't  be  easy  to  match  Cas- 
tle's stunning  earnings  growth  in  the 
past:  103%  in  1993  and  120%  in  1994. 
In  1995,  growth  was  down  to  73%.  For 
1996,  MacGregor  foresees  a  puny  3%. 

Castle  is  trying  to  become  a  more 
service-oriented  company.  It  provides  a 
variety  of  metals  in  relatively  small 
quantities,  often  pre-cut  or  pre-shaped, 
for  use  in  customers'  production 
processes.  Castle  uses  a  computer  sys- 
tem that  gives  customers  just-in-time 
inventory  management,  which  prevents 
overstocking  and  so  helps  reduce  costs. 

Management,  which  owns  40%  of  the 
company,  is  focusing  on  improving  op- 
erating margins  and  making  the  busi- 


ness less  exposed  to  the  economic  cycle, 
says  MacGregor.  He  expects  Castle  to 
make  $2.30  a  share  in  1997,  up  from  an 
estimated  $2  in  1996. 

PROMISING  PROSPECTS 
FO  R  PRO  STATE  PATI E  NTS 

Sometimes  the  stock  market  can 
be  perverse.  Shares  of  VidaMed 
(vida)  were  humming  along  just 
fine  and  moving  up — from  8  a  share  in 
mid-July  to  13%  by  Sept.  30.  But  when 
the  company  received  solid,  upbeat 
news  on  Oct.  8,  the  stock  headed  down. 
VidaMed  got  approval  from  the  Food  & 
Drug  Administration  to  start  marketing 
its  product  to  treat  benign  prostatic 
hyperplasia  (bph) — a  condition  that 
causes  men  difficulty  in  urinating.  By 
Nov.  21,  VidaMed  was  down  to  8%. 

That's  when  the  smart  money  began 
"opportunity-buying."  "On-the-news 
sellers"  pulled  the  stock  down,  analysts 
say.  The  stock  has  since  edged  up,  to 
10.  In  two  to  three  years,  "the  stock 
will  be  a  marvelous  performer,"  says 
a  money  manager  who  has  accumulated 
a  3%  stake.  He  says  VidaMed's  prod- 
uct— Transurethral  Needle  Ablation — 
is  a  cost-effective,  minimally  invasive 
way  of  treating  bph. 

The  approval  is  terrific  news,  he  says, 
for  millions  of  men  who  suffer  from 
bph.  No  more  worries  about  surgery 
or  drug  therapies.  Phillip  Nalbone  of 
the  San  Francisco  investment  firm 
Volpe,  Welty  says 


WHY  A  DOWNTURN 
ON  UPBEAT  NEWS? 


the  product  is 
"vastly  superior  to 
current  therapies." 
The  Transureth- 
ral Needle  system 
uses  localized 
heat — radio  fre- 
quency energy — to 
treat  the  enlarged 
prostate.  The  pro- 
cedure is  per- 
formed in  a  urolo- 
gist's office  and 
does  not  require 
general  anesthesia. 

Nalbone  thinks 
the  product's  sales 
in  the  fourth  quarter  of  1996  will  hit 
$2.4  million.  He  sees  VidaMed's  revenues 
rising  to  $22.8  million  in  1997  and  to 
$58.7  million  in  1998,  when  he  expects 
VidaMed  to  turn  a  profit  for  the  first 
time,  earning  $1.60  a  share.  Nalbone's 
12-month  target  for  the  stock  is  23.  Also 
high  on  the  stock:  Hambreeht  &  Quist, 
the  San  Francisco  investment  firm. 
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THE  INVESTMENT  SPECTRUM 


MUTUAL  FUNDS 


These  Underdogs 
Will  Have  Their  Day 

Comebacks  are  overdue  in  small-cap,  international,  and  "value"  funds 


It's  been  a  wild  and  sometimes  try- 
ing year  for  mutual-fund  investors. 
But  those  who  have  stuck  by  their 
funds  are  earning  sweet  returns.  The 
average  U.  S.  diversified  equity  fund 
logged  a  17.30%  total  return.  Toss  in 
the  specialty  funds  and  the  interna- 
tional funds,  many  of  which  could  not 
break  out  of  the  single  digits,  and  the 
all-equity  average  still  comes  to  15.35%, 
according  to  Momingstar  Inc.  ( Returns 
are  through  Dec.  13,  1996.) 

Just  as  in  the  past  two  years,  the 
average  U.  S.  diversified  fund  trailed 
the  Standard  &  Poor's  500-stoek  index, 
which  earned  a  hefty  20.73%  return. 
Most  of  the  largest  equity  funds  fell 
short  as  well  (table).  The  main  reason 


was  that  funds  hold  more  small-  and 
mid-cap  stocks  than  are  in  the  s&p,  and 
those  sorts  of  stocks  lagged  the  big 
caps.  But  that  underperformance  is 
probably  not  going  to  sour  anybody  on 
fund  investing.  "If  a  fund  underper- 
forms  the  s&p  500  by  a  few  percentage 
points  and  still  earns  15%  or  16%,  I 
don't  think  many  investors  are  going  to 
complain,"  says  Ken  Gregory,  publisher 
of  the  No-Load  Fund  Analyst. 

Who  could  complain,  especially  in 
the  absence  of  compelling  alternatives? 
Money-market  funds  yield  less  than 
5%,  and  interest  rates  are  not  high 
enough  to  draw  big  money  away  from 
equities.  There's  another  reason  equi- 
ty-fund investors  will  hang  on  even  if 


the  recent  correction,  which  has 
ready  brought  the  s&p  nearly  5%  frw: 
its  high,  intensifies:  They  have  loir 
investment  horizons.  Avi  Nachmair 
of  Strategic  Insight,  a  fund-industik 
consulting  firm,  says  about  three-qua 
ters  of  the  money  in  equity  funds  is  w- 
401(k)s,  individual  retirement  accounit 
and  other  forms  of  long-term  saving 
He  also  estimates  that  three-quarte 
of  the  new  cash  flowing  to  equi 
funds — which  is  already  $208  billii 
in  1996 — is  also  earmarked  for  Ion 
term  goals.  "These  investors  all;: 
not  short-term  opportunists,"  saw: 
Nachmany. 

But  if  investors  are  making  a  lout 
term  commitment  to  mutual  funds, t- 
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l't  mean  they'll  stick  with 
ame  fund  or  funds  for  all 
,ime.  Indeed,  this  is  the  time 
ar  when  investors  typically 
w  their  holdings,  and  may 
sell  some  winners — and  for 
urposes,  losers  too — and  go 
ng  for  fresh  opportunities. 
NAMES.  With  the  fund  in- 
y  stamping  out  hundreds  of 
unds  every  year,  there's  al- 
something  new  to  consid- 
ne  of  the  brighter  new 
s  is  the  $20  million  Need- 
irowth  Fund,  up  52.4%  this 
.  Run  by  Howard  S. 
hter,  a  managing  director 
institutional  brokerage  firm 
edham  &  Co.,  the  fund  fo- 
on  companies  with  earn- 
?rowth  of  at  least  20%  a 
vVhile  scores  of  funds  pursue  that 
growth  strategy,  this  fund  is  a  li- 
ferent. Schachter  hedges  the  port- 
nth  options.  So  when  the  market 
down  7%  in  June  and  July,  the 
was  off  about  3%.  Thus,  unlike 
growth-oriented  managers, 
hter  carried  much  of  the  first 
gain  into  the  second, 
lgtime  fund  watcher  A.  Michael 
r  of  Lipper  Analytical  Services 
dvises  starting  with  this  year's 
performers  when  looking  for  next 
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FIDELITY  MAGELLAN 

$55.9 

10.1% 

INVESTMENT  COMPANY  OF  AMERICA 

31.5 

17.8 

VANGUARD  INDEX  500 

30.3 

20.8 

WASHINGTON  MUTUAL  INVESTORS 

25.8 

17.6 

FIDELITY  GROWTH  &  INCOME 

24.0 

17.9 

FIDELITY  CONTRAFUND 

23.9 

18.7 

TWENTIETH  CENTURY  ULTRA  INVESTORS 

19.5 

15.5 

FIDELITY  PURITAN 

18.9 

13.6 

VANGUARD/WINDSOR 

17.0 

? 

VANGUARD/WELLINGTON 

16.5 

14.9 
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year's  outperformed.  That  means  he 
would  favor  international  funds  instead 
of  domestic,  choose  small-capitalization 
funds  over  large,  and  look  for  funds 
stressing  "value"  stocks — stocks  with 
low  price-earnings  ratios  or  in  unloved 
industries — over  growth. 

In  effect,  he's  tilting  investments  to- 
ward the  sorts  of  funds  that  have  been 
laggards  for  the  last  three  years. 
"There's  no  law  that  a  reversal  has  to 
happen,"  says  Lipper.  "But  the  longer 
it  takes  reversals  to  happen,  the 


greater  the  chance  they'll  hap- 
pen." Real  estate  funds,  up  an 
average  26.69%  this  year,  are  an. 
example  of  a  reversal  play  since 
they  underperformed  most  sorts 
of  funds  for  the  past  two  years. 

International  equity  funds,  a 
broad  group  that  has  long 
lagged  domestic  funds,  looks  like 
it  may  be  staging  a  comeback. 
As  a  whole,  it  has  earned  near- 
ly 11%  so  far  this  year.  Euro- 
pean funds,  for  instance,  posted 
solid  18.42%  retiu-ns,  even  in  the 
face  of  a  strong  dollar.  Emerg- 
ing-markets funds  came  back  to 
the  black,  too,  up  8.65%,  after 
several  years  of  negative  re- 
turns. Japanese  funds  remain  a 
black  hole  for  U.  S.  investors, 
with  a  stronger  dollar  under- 
mining what  little  appreciation  there  is 
in  Japanese  equities. 

Among  the  domestic  funds,  many 
investment  strategists  and  mutual-fund 
managers  point  to  1997  as  the  year 
when  small-cap  stocks  will  once  again 
outperform  the  big  caps — something 
that  has  not  happened  since  1993. 
"Small-cap  companies  have  faster  earn- 
ings growth  and  better  balance 
sheets,"  says  Mary  Lisanti,  portfolio 
manager  of  Strong  Small  Cap  Fund. 
"Relative  to  large  caps,  small  caps 
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MUTUAL  FUNDS 


have  not  been  this  cheap  since  1990." 

That's  not  a  guarantee  of  invest- 
ment success.  In  the  first  five  months 
of  1996,  small-cap  stocks  and  the  funds 
that  invest  in  them  raced  to  a  19.6% 
gain,  which  at  the  time  bested  the  s&P 
500  by  10  percentage  points.  But  then 
the  summer  correction  hit.  At  the  time, 
many  thought  it  was  the  beginning  of 
a  bear  market,  and  the  high-flying 
small  caps  were  hit  even  harder  as  in- 
vestors fled  for  the  more  liquid  s&P 
stocks.  The  market  recovered  and  went 
on  to  record  highs  in  the  second  half, 
but  small-caps  were  left  behind,  and 
the  average  small-company  fund  today 
is  about  a  percentage  point  lower  than 
in  the  spring. 

"VALUE"  FUNDS.  Among  the  small-cap 
mutual  funds,  there  are  signs  of  an- 
other reversal,  the  switch  from  growth 
to  value  funds.  Many  high-octane 
growth  funds  that  shone  brightly  and 
rode  the  crest  of  the  initial  public  of- 
fering boom  earlier  in  the  year  have 
fallen  tremendously.  Look  at  the  Van 
Wagoner  funds — Emerging  Growth, 
Micro-Cap,  and  Mid-Cap — which 
opened  for  business  in  January  and 
were  up  56.6%,  42.1%,  and  41.1%  re- 
spectively by  the  end  of  May.  Those 
funds  are  still  in  the  black  for  the 
year,  but  their  returns  are  only  about 
half  of  what  they  were  at  the  peak. 

Fund  investors  who  came  in  near 
the  springtime  highs  are  sitting  with 
losses — if  they  already  haven't  cashed 
out.  Manager  Garrett  R.  Van  Wagoner 
says  patient  investors  will  be  rewarded 
in  the  new  year.  "We  own  companies 
that  executed  their  businesses  strate- 
gies perfectly,  yet  the  stocks  have  gone 
nowhere,"  says  Van  Wagoner.  "The 
market's  going  to  wake  up  to  that." 

As  the  growth-oriented  small  caps 


TAXABLE  FUNDS 


TOTAL  RETURN* 


GMO  EMERGING  COUNTRY  DEBT  III  59.97% 

PHOENIX  EMERGING  MARKETS  BOND  A  50.56 

MORGAN  ST.  INSTL.  EMG.  MKTS.  DBT.  A  46.23 

FIDELITY  NEW  MARKETS  DEBT  A  38.45 

BEAR  STEARNS  EMG.  MKTS.  DEBT  A  37.83 

FIDELITY  ADV.  EMG.  MKTS.  INC.  T  37.57 

T.  ROWE  PRICE  EMG.  MKTS.  BOND  33.94 

ALLIANCE  GLOBAL  DOLLAR  GOVT.  B  33.61 

GT  GLOBAL  HIGH-INCOME  B  32.86 

SCUDDER  EMERGING  MARKETS  INC.  37.78 


TAX-FREE  FUNDS 

TOTAL 

COLORADO  BONDSHARES 

UNITED  MUNICIPAL  HIGH-INCOME  A 

ND  TAX-FREE 

DAVIS  TAX-FREE  HIGH  INCOME  A 
AMERICAN  HIGH-INCOME  MUNICIPAL 
RIVERSIDE  CAPITAL  TN  MUNI.  OBLIG.  5.61 
FRANKLIN  HIGH  YIELD  TAX-FREE  INC.  I  5.4| 
VOYAGEUR  NATL  HIGH-YIELD  MUNI.  5.41 
FEDERATED  PA  MUNICIPAL  INCOME  A  5.4l 
FEDERATED  CA  MUNICIPAL  INCOME  F  5.47 


AVERAGE  OF  1287  FUNDS 


5.73      AVERAGE  OF  1045  FUNDS 


2.8i 


"Appreciation  plus  reinvestment  of  dividends  and  capital  gains  before  taxes  Jan  I  -Dec. 13, 1996 


DATA  MORNINGSTAR II 


ebb,  value  funds  are  in  ascendancy. 
Look  at  Warburg  Pincus  Small  Com- 
pany Value  Common  Shares,  up 
51.04%.  George  Wyper,  one  of  the 
fund's  managers,  says  he  buys  the 
sorts  of  stocks  that  go-go  growth  man- 
agers wouldn't  touch.  "We  like  to  buy  a 
turnaround,  a  troubled  company  whose 
management  comes  up  with  a  credi- 
ble comeback  plan,"  he  explains.  "If 
we  do  it  right,  the  stock  has  5%  to 
15%  downside  risk,  and  a  whole  lot  of 
upside  potential." 

REBOUND.  Perhaps  one  of  the  best  ex- 
amples of  a  snapback  are  the  bond 
funds  that  invest  in  the  debt  of  such 
emerging-market  nations  as  Mexico, 
the  Philippines,  and  even  Russia.  These 
funds,  sold  as  high-yield  plays,  plunged 
in  late  1994  and  early  1995  when  the 
Mexican  peso  crisis  nearly  destroyed 
the  nascent  market. 

But  the  bonds  came  roaring  back 


in  1996,  as  the  economies  of  the  de 
nations  improved,  enabling  the: 
better  service  their  debt.  Despite 
1996  runup,  Peter  Lannigan,  port: 
manager  of  Phoenix  Emerging  Hi 
kets  Bond  Fund  A.  up  50.56%,  4 
there's  still  money  to  be  made:  1 
bonds  yield  nearly  six  percent] 
points  more  than  Treasuries,  j 
there's  opportunity  for  capital  ga 
as  shaky  debtors  morph  into  invl 
ment-grade  borrowers. 

Don't  mistake  the  best  bond  ful 
(table)  for  anything  like  the  aven 
bond  fund.  In  1996's  ricocheting  b| 
market,  the  average  taxable  fj 
earned  a  5.73%.  total  return,  tax-! 
funds,  just  2.86%,  which  next  to  eqi 
funds,  seem  awfully  dull.  Is  it  any 
der  why  nearly  all  the  new  mut; 
fund  money  is  heading  toward  sto(| 
By  Jeffrey  M.  Lader 
in  New 
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n  a  rugged  mountain  vista  to  deep  in  the  plush  forest,  nature  calls  out  for  us.  And  the  1997  Toyota 
iner,  available  in  either  2-wheel  or  4-wheel  drive,  is  one  of  the  only  machines  capable  of  answering  that 
enge.  With  a  powerful  183-hp  V6  engine*  and  the  highest  ground  clearance  in  its  class,  you'll  be  able  to 
le  almost  anything  nature  may  throw  at  you.  And  with  4Runner's  roomy  interior  and  available  leather- 
rted  seats,  civilization's  never  really  that  far  away.  The  1997  Toyota  4Runner.  Your  answer  for  the  call  of  the  wild. 


|  10-G0-T0Y0TA  or  visit  our  website  at:  http://www.toyota.com  for  a  brochure  or  full-line  CD-ROM  plus  the  location 
1  nearest  dealer.  ©1996  Toyota  Motor  Sales,  U  S.A..  Inc  Buckle  Up!  Do  it  lor  those  who  love  you  Toyota  reminds  you  to  Tread  Lightly'"  on 
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Bonds  Are  Beckoning 

Low  inflation  and  stable  rates  may  hook  buyers 


The  bond  market  was  the  odd 
man  out  in  1996.  In  1997,  how- 
ever, bonds  may  prove  more 
popular.  With  inflation  low  and  interest 
rates  expected  to  be  stable,  the  infla- 
tion-adjusted rate  of  return  is  a  big 
draw.  And  if  the  stock  market  dips,  or 
even  treads  water,  bond  returns  could 
look  even  more  competitive. 

Low  inflation,  rather  than  being  an 
aberration  of  the  past  few  years,  may 
be  the  new  reality  as  an  era  of  intense 
global  competition  leaves  companies  lit- 
tle room  to  raise  prices.  Furthermore, 
"a  convergence  of  policies  across  coun- 
tries is  making  economies  around  the 
world  look  more  similar,"  says  Leslie  J. 
Nanberg,  chief  fixed-income  officer  for 
mfs  Investment  Management.  With  less 
deviation  between  the  fiscal  deficits  of 
developed  countries,  the  bond  market 
may  be  less  volatile,  he  says. 
BUY  AMERICAN.  The  risk/re  ward  ratio 
is  tilting  in  favor  of 
bonds.  With  the  divi- 
dend yield  of  the  Stan- 
dard '  &  Poor's  500- 
stock  index  at  2^, 
stable  to  lower  stock 
prices  mean  low  single- 
digit  returns.  Bonds 
may  not  see  big  capital 
gains  either,  but  "for 
the  average  bond  fund, 
there's  probably  2%  to 
3%  in  capital  gains  in 
next  year's  outlook," 
says  William  H.  Gross, 
managing  director  of 
Pacific  Investment  Management  Co. 
(pimco).  Add  that  to  the  6%-plus  yields 
on  intermediate  Treasuries,  and  dou- 
ble-digit returns  aren't  far  off.  Another 
good  reason  for  diversifying  into  bonds 
now:  After  the  long  bull  ran  in  equities, 
"people  should  make  sure  they  aren't 
locked  into  having  all  their  assets  being 
driven  by  the  earnings  cycle,"  says 
Randall  Merk,  director  of  fixed-income 
for  American  Century  Investments 
formi  rly  Twentieth  Century /Benham). 

Low  inflation  and  a  tight  monetary 
policy  help  make  the  U.S.  the  place  to 
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oe,  says  pimco  s  Gross. 
"Investors  can  move 
out  from  money  mar- 
ket funds,  with  a  rela- 
tively high  degree  of 
safety,  into  something 
longer-dated  offering  a 
higher  yield,"  he  says. 
Gross  suggests  an  in- 
termediate bond  fund, 
"even  a  government 
mortgage  fund  yielding 
7.5%  rather  than  the 
4.5%  of  a  monev  mar- 


ket  fund."  He  likes 
Vanguard's  Fixed-In- 
come gnma  Fund. 

If  interest  rates  fall,  gnma  funds 
can  take  a  hit  as  mortgages  are  pre- 
paid. Gross  says  prepayments  could 
edge  up,  but  that  the  refinancing 
waves  that  took  place  in  late  1993  and 
late  1995  have  narrowed  the  universe 
of  people  who  would  prepay  their 
mortgages.  Morris  Offit,  of  Offitbank, 
a  New  York-based  private  bank  and 
money  manager,  also  likes  the  mort- 
gage market.  "The  100  basis-point 
spread  over  Treasuries  that  you  get 
on  better-quality,  government-guaran- 


teed  paper  is  attractive,"  says  Off 
Overdone  inflation  fears  may  bri 
buying  opportunities.  "If  the  market 
pricing  in  an  inflation  risk,  and  if  t 
policies  in  the  U.  S.  are  leaning  agaii 
that  risk,  that  makes  it  an  opportunit 
says  Harold  S.  Woolley,  head  of  fix< 
income  investments  at  Bessemer  Tn 
Co.  There  are  worries  other  than  inf 
tion  in  the  Treasury  market,  howev 
Treasuries  have  been  supported 
heavy  buying  by  foreign  central  ban.' 
And,  adds  Kevin  M.  McClintock,  he 
of  taxable  fixed-income  for  Dreyf 
Corp.,  "the  supply  of  U.  S.  Treasuries 
low.  and  we  have  overseas  dema 
from  yield-starved  Japanese  investor 
What  if  those  buyers  back  off?  J 
Clintock  is  sanguine:  "The  flood  of  iro 
ey  has  just  begun,  and  it's  not  ji 
Japan.  China  may  be  becoming  a  1 
buyer."  The  key  will  be  the  strength 
the  dollar  and  the  pace  of  econor 
growth  overseas,  A  significant  pickup 
the  economies  of  Europe  and  Jap 
could  mean  that  more  of  their  capi 
would  stay  at  home. 

Inflation  may  not  eat  into  retur 
but  taxes  will.  "For  most  people,  mu 
bevond  three-  to  four-year  maturit 
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★  MORTGAGE-BACKEDS  "Ginnie  Mae"  bonds  sport  attractive  yields  and  have  little  credit  risk.  If 
interest  rates  decline,  mortgage  prepayments  shouldn't  be  much  of  a  problem 
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This  Wallet  May  Not  Exist  Yet, 
But  The  Microprocessor  For  It  Does. 

To  see  the  future  of  person.il  access  to  information,  communication  and  entertain- 
ent,just  check  your  hip  pocket.  Or  look  on  your  wrist.  Or  in  your  glasses. 
Because  that's  where  the  electronics  revolution  is  headed.  Off  the  desktop  and  out 
to  the  world  at  large. 

It's  a  journey  that  requires  an  entirely  new  microprocessor  technology.  One  that  does 
■  more  with  far  less  in  terms  of  power  consumption,  space  requirements  and  cost. 
Enter  the  Hitachi  SuperH1"  Series,  a  revolutionary  RISC-based  microprocessor  that 
cks  maximum  functionality  into  minimum  space.  All  while  providing  the  low  power 
d  optimal  price:performance  required  by  portable,  handheld  products. 
Not  surprisingly,  the  SH  leads  the  world  in  RISC  processor  shipments.  Just  one  more 
ample  of  Hitachi's  commitment  to  research  &  development,  an  effort  that's  world- 
de  in  scope.  All  part  of  our  vision  to  make  technology  that  fits  the  way  you  live. 
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BONDS 


are  attractive  relative  to  Treasuries  or 
corporates,"  says  Harold  R.  Evensky,  of 
Evensky,  Brown,  Katz,  &  Levitt,  a  fi- 
nancial planning  firm  in  Coral  Gables, 
Fla.  For  investors  in  the  31%  tax 
bracket,  the  tax-equivalent  yield  of  a 
five-year  A-rated  electric  revenue  bond 
is  6.96%;  for  those  in  the  39%  bracket, 
it's  7.86%.  Evensky  suggests  that 
investors  "ladder"  a  portfolio  using 
Vanguard  Municipal  Short-Term,  Thoin- 
burg  Limited-Term,  Schwab  Short-In- 
termediate, and  Vanguard  Municipal 
Intermediate-Term  Bond  funds. 
BORING,  BUT  SAFE.  Investors  venturing 
outside  the  U.  S.  can  find  good 
prospects  in  Canada,  New  Zealand,  and 
Australia.  In  Canada,  "inflation  is  lower, 
interest  rates  are  higher,  and  we  think 
it  is  an  appreciating  currency,"  says 
David  F.  Hoffman,  senior  vice-presi- 
dent for  fixed-income  at  Brandywine 
Asset  Management.  New  Zealand's  in- 
flation-fighting has  also  won  it  converts. 
"Inflation  got  to  2%,  and  short  rates 
have  been  moved  up  to  9%  to  bring  it 
down,"  says  Gross,  who  is  buying  two- 
to  five-year  bonds  there. 

What  about  1996's  favorites,  high- 
yield  and  emerging  markets  debt? 
Arthur  Steinmetz,  co-manager  of  the 
Oppenheimer  Strategic  Income  Fund, 
says  he  has  to  work  harder  to  find  val- 
ue in  those  areas.  He  likes  emerging- 
markets  plays  benefiting  from  the  up- 
swing in  the  economic  cycle  of  Latin 
America,  such  as  the  bonds  of  energy 
and  constinction  companies  there.  He  is 
also  eyeing  Treasury  bills  in  Indonesia 


Randall  Merk,  director  of  fixed-income  for 
American  Century  Investments,  says  investors 
may  need  to  rebalance  portfolios. 

ON  THE  MARKETS:  "It's  foolish  to  underesti- 
mate the  creative  powers  this  country  has 
unleashed. . .  Much  of  that  news,  however,  is 
already  factored  into  stocks  and  bonds.  I  don't 
think  things  will  reverse,  but  it's  prudent  and 
cheaper  than  ever  to  go  up 
in  credit  quality  and  liq- 
uidity than  it  has  been  for 
a  long  time." 

ON  PORTFOLIO  TUNE-UPS: 

"Now  is  a  good  time  to 
take  profits  on  the  margin, 
and  with  some  marginal 
cash  that  comes  in.  look  at 
what  bond  sectors  have 
trailed." 

ON  CASH:  "Cash  and  very 
liquid  bonds  can  put  you 


on  the  offensive.  You've  got  to  have  some 
ammunition  if  you're  going  to  buy  on  dips, 

ON  INVESTMENT  STRATEGY:  "For  higher  ta 
brackets  and  especially  for  people  in  Califoi 
nia,  New  York,  New  Jersey,  and  Massachuse 
you  can  easily  get  tax-equivalent  yields  of  1 
to  9%  on  municipal  bonds.  At  the  other 
extreme,  investors  may  want  to  look  at  what 
has  underpertormed — hi 
er-quality  corporates,  Tre 
sury  notes,  and  GinnieM 
mortgage-backeds." 

ON  OTHER  IDEAS:  "I  liks 

German  government  bon 
The  German  economy  is 
overheating,  and  the  rati 
are  attractive.  The  dollar 
has  adjusted  so  much  tl 
European  government  be 
make  some  sense.  These 
bonds  have  room  to  mov 


"CASH  AND  VERY  LIQUID  BONDS  CA 
PUT  YOU  ON  THE  OFFENSIVE" 


and  the  Czech  Republic.  Indonesian  T- 
bill  rates  are  about  15%.  "There's  cur- 
rency risk,  but  we  feel  that  diversifica- 
tion is  going  to  be  a  very  good  play," 
he  says. 

In  the  high-yield  market,  Offit  likes 
BB-rated  corporate  debt.  "The  spread 
of  BB-rated  debt  over  Treasuries  is 
250  basis  points,  but  it  will  be  200  in 
the  next  year,"  he  says.  That's  because 


investment  banks  are  building  big 
search  units  to  follow  such  debt 
once  enough  investors  appreciate  th 
hidden  value,  the  premium  will  er< 
sharply,  says  Offit. 

To  many  people,  bonds  seem  bori 
But  safety,  steady  income,  and  pres 
vation  of  principal  may  look  pretty 
citing  in  1997. 

By  Suzanne  Woolley  in  New  Y 


TREASURIES 


Small  Risk,  Spotty  Rewards 


The  Clinton  Administration's  new  "inflation-protec- 
tion" bonds  should  be  the  ultimate  worry-free 
investment:  The  bonds,  which  will  be  available  in 
$1,000  denominations  in  early  1997,  have  both  the  full 
backing  of  Uncle  Sam  and  carry  a  return  pegged  to  the 
consumer  price  index.  First-time  buyers  at  the  Jan.  15 
auction  may  be  well  rewarded:  Wall  Street  dealers 
believe  the  Treasury  Dept.  will  price  the  first  batch  of  10- 
year  indexed  bonds  to  yield  between  6.5%  and  6.8%. 
Investors  could  get  a  hefty  real  return  of  almost  4%,  vs. 
the  3%  real  yield  expected  at  later  auctions. 

Even  that,  though,  may  not  offset  the  risks  tied  to 
these  supposedly  risk-free  instruments.  The  biggest  threat 
is  if  Congress  decrees  a  full  percentage  point  cut  in  the 
consul   ir  price  index.  But  Deputy  Treasury  Secretary 
Lawrence  H.  Summers  promises  "the  compensation  on 
these  bonds  will  not  be  subject  to  political  manipulation." 
If  Congress  punts,  the  government  gnomes  who  compile 
the  (  PI  may  well  lower  the  rate  a  half-point  on  their  own. 


Yet  indexed  bonds  are  a  good  bet  for  risk-averse  in- 
vestors and  may  be  a  better  choice  than  annuities  or  gu 
anteed  income  contracts  in  retirement  portfolios,  expert 
say.  Buy  directly  from  the  Federal  Reserve;  indexed-bo 
mutual  funds  created  by  Dreyfus,  Pimco  Advisors,  and 
others  will  charge  operating  expenses  of  up  to  0.75%. 

Treasury  is  promoting  the  bonds  for  savings.  But  stoi 
offer  better  long-term  returns,  and  indexed  bonds  won't 
yield  the  income  many  senior  citizens  need.  Investors  w 
get  checks  based  on  a  fixed  interest  rate  twice  a  year,  a 
accrue  interest  based  on  changes  in  the  cpi — which  won 
be  paid  until  the  note  matures  or  is  sold.  But  tax  must 
paid  annually  on  the  total  change  in  the  bond's  value.  If 
inflation  tops  4%,  the  notes  may  not  pay  enough  to  cov< 
taxes  incurred  by  investors  in  the  top  bracket. 

Inflation  doesn't  seem  to  be  a  threat.  So  buying  infla- 
tion-protection bonds  may  be  like  rushing  out  to  buy  flc 
insurance  during  a  drought. 

By  Dean  Foust  in  Washing 
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Fidelity  Select  Funds. 
You  Select  the  Industry. 
We  Select  the  Stocks. 
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With  over  $10  billion  in  sector  fund  assets,  only  Fidelity  offers  such 
a  range  of  choice-with  35  different  sector  hinds.1  hi  fact,  we've  become 
synonymous  with  sector  investing,  providing  investors  witli  more  industries, 
analysts,  and  convenience. 

More  industries 

Only  Fidelity  has  so  many  strong-performing  sector  funds.  As  you  can  see, 
we  provide  many  choices  that  have  beaten  the  S&P  500  on  a  5-year  basis. 

More  analysts 

To  breed  success  like  tins,  you  need  to  rind  the  right  opportunities.  Fidelity's 
300  analysts  visit  companies,  talk  to  CEOs,  and  kick  tires  with  a  depth  that 
only  Fidelity  can  offer. 

More  convenience 

Only  Fidelity  gives  you  the  ability  to  trade  the  Fidelity  Select  Portfolios 
hourly  from  10  a.m. -4  p.m.  ET. 

No  one  can  promise  that  tomorrow's  performance  will  be  as  good  as 
yesterday's,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares. 
But  at  Fidelity,  we're  always  investing  in  your  future:  industry  by  industry, 
stock  by  stock,  hour  by  hour.  Because  we  believe 
our  knowledge  can  be  your  wealth. 


'•"dim 


Get  your  free  copy  of 
Sector  Fund  Investing. 
Call  Fidelity  today. 


I  www.fidelity.com  

TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.- 9  p.m.  ET. 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it 
carefully  before  you  invest  or  send  money. 
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'Average  annual  total  returns  for  the  period  ending  9/30/96  are  historical  and  include  changes  in  share  price,  reinvestment  of  dividends  and 
capital  gains,  and  the  effect  of  the  hinds'  3%  sales  charge.  Share  prices  and  returns  will  vary.  If  Fidelity  had  not  reimbursed  certain  expenses 
for  some  of  the  hinds  during  the  periods  shown,  those  funds'  returns  would  have  been  lower.  Foreign  investments  involve  greater  risks  than 
U.S.  investments.  Because  stocks  in  a  sector  hind  lend  to  move  the  same  way,  sector  hinds  typically  exhibit  higher  volatility  than  broadly  diversified  mutual  hinds  and 
the  stock  market  as  a  whole.    The  S&P  SOU  (a  registered  trademark  of  Standard  &  Poor's)  is  an  unmanaged  index  of  common  stock  prices  and  includes  reinvest- 
ment of  dividends.    'If  you  sell  shares  of  a  Select  equity  fund  after  holding  them  29  days  or  less,  the  fund  will  deduct  a  redemption  fee  equal  to  .75%  of  the  value  of 
those  shares.  For  shares  held  30  days  or  longer,  the  redemption  fee  is  up  to  $7.50.  In  addition,  there  may  be  a  $7.50  fee  for  each  exchange  out  of  a  Select  equity  hind. 
Fidelity  Distributors  Corporation.  FundsNetwork  is  a  service  provided  by  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC.  2d/22959.001 


Sure  you  can  view 
the  snot  instantly. 


The  lens  rotates  a  full  270  degrees 

so  you  can  set  it  to  the  angle  you  want  LCD  DIGITAL  CAMERA 


QV-100 

Introducing  the  New  Casio  QV-100  Digital  Camera.  It  features  crisp  VGA 
resolution,  a  built-in  color  viewfinder  and  a  swivel  lens.  The  QV-100  is  much 
more  *han  a  point-and-shoot  camera:  it's  a  powerful  PC  partner  that  works  for 
you  in  the  office,  on  the  road  . . .  anywhere. 

Shoot  and  view 

Take  a  picture  and  view  it  instantly  on  the  brilliant  1 .8"  color  viewfinder.  If  you're  not  satisfied  with  the  image,  simply 
reshoot  it!  The  QV-100  conveniently  stores  up  to  192  images  at  standard  resolution  or  64  fine  resolution  VGA  images. 


But  what  comes  next 
is  truly  amazing. 

Connect  to  a  TV  for  big-screen  viewing 

Enjoy  viewing  your  images  with  the  whole  family,  or  leave  a  lasting  impression 
at  business  presentations. 

Upload  images  to  your  PC  for  editing  and  processing 

•  To  create  effective  reports,  proposals,  or  other  documents, 
simply  upload  the  images  to  your  PC. 

•  Creatively  retouch  images  or  generate  special  effects  using  the  included 
Adobes  PhotoDeluxe™  and  ISR  ixlaPhoto™  software. 

•  Save  images  on  hard  disk  or  floppies  as  TIFF,  BMP,  PICT  or  JPEG  files. 

•  You  can  transmit  images  anywhere  in  the  world  by  e-mail  or  incorporate  them  into 
a  Web  page  by  using  the  included  Microsoft1!1  Internet  Explorer  software. 


Instant  prints  of  digital  images 

Connect  to  the  QG-100  Color  Printer  and  produce  color  prints  of  images  as  soon  as  you 
shoot  them.  You  can  print  images  on  18,  36  or  46mm  stickers  and  attach  them  to  cards, 
personal  belongings,  etc. 
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igh-speed  image  scrolling  •  Memory  status  indicator 
asy-to-understand  icon  operation  •  Macro  feature 
close-ups  up  to  15cm  •  Four  or  nine  image  viewing 
a  single  screen  •  Zoom  feature  to  enlarge  specific 
>as  •  Powered  by  four  AA-size  alkaline/lithium 
teries  or  optional  AC  adaptor 
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REITS 


Who's  Afraid  of  Real  Estate? 


As  REITs  "come  of  age,"  more  investors  are  betting  on  bricks  and  mortar 


s 


low  and  steady.  That's  the  best 
I  way  to  describe  1996,  the  fourth 
year  of  recovery  in  the  commer- 
cial real  estate  market.  Moderately 
strong  economic  growth,  minimal  new 
construction,  and  low  interest  rates 
are  pushing  rents  up  and  metropolitan 
vacancy  rates  down,  from  14.3%  last 
year  to  a  recent  12.8%.  "This  is  not  a 
capital-driven  recovery  like  we  had  in 
the  1980s,"  says  Gary  Beban,  presi- 
dent of  CB  Commercial  Real  Estate 
Group.  "This  recovery  is  being 
driven  by  the  user,  and  the  de- 
veloper is  reacting  accordingly." 

Indeed,  real  estate  invest- 
ment trusts  (REITs)  did  ex-  I 
tremely  well  in  1996.  Total  re-  " 
turn  for  the  year  ended  Nov. 
29  was  30.23%,  compared  with 
27.77%  for  the  Standard  &  Poor's 
500-stock  index.  Even  the  real  es-  i| 
tate  mutual  funds  had  good  results;  ^ 
they  were  up  20.3%  year-to-date 
through  the  end  of  November.  With 
a  three-to-five-year  track  record  of 
healthy  dividend  growth,  share  price 
appreciation,  good  management,  and 
access  to  capital,  REITs  are  shedding 
their  bad  reps  and  attracting  new  in- 
vestors such  as  pension  funds. 
BIG  DOINGS.  What's  more,  REIT  capital 
is  coming  from  a  more  disciplined  Wall 
Street  rather  than  the  free-spending 
banks,  insurers,  and  savings  and  loans. 
Also,  insurance  companies  and  pen- 
sion funds  are  selling  the  real  estate 
properties  from  the  1980s  at  attrac- 
tive prices,  making  good  acquisition 
opportunities  for  already  existing 
REITs,  "reits  have  decided  that  bigger 
is  better,"  says  Roger  Johnson,  na- 
tional director  of  real  estate  for  kpmg 
Peat  Marwick.  Take,  for  instance,  the 
recent  merger  between  regional  mall 
developers  Simon  Property  Group  Inc. 
and  Debartolo  Realty  Corp.,  which 
created  the  largest  REIT,  with  a  $4 
billion  market  capitalization.  And  as 
the  market  capitalization  increases,  so 
does  liquidity.  "REITs  are  coming  of 
age,''  says  Barry  Vinocur,  editor  of 
Realty  Stock  Review. 


For  these  reasons,  market  watch- 
ers are  predicting  a  strong  12%  to 
15%  total  annual  return  for  reits  over 
the  next  three  to  five  years  in  certain 
sectors.  Industrial  and  suburban  of- 
fice space  is  much  further  along  in  the 
real  estate  recov- 
ery cycle  than,  ^ 
say,  down- 
town 


ford  (N.J.)  company  that  owns  o 
space  in  New  York,  New  Jersey, 
Pennsylvania.  Because  these  mar 
have  been  slower  to  rebound  tha: 
cities  such  as  San  Francisco 
Boston,  Heebner  expects  a  subsfc 
tial  growth  in  rents  once  the  ma| 
turns. 

HIT  THE  MALLS.  Martin  Cohen  of 
hen  &  Steers  Realty  Shares  mul 
fund  favors  Crescent  Real  Estate  i 
uities  Inc.,  which  owns  11  office  ci 
plexes,  two  retail  centers,  and  \ 
single-family  residential  developmt : 
mostly  in  Texas.  With  its  aggresj 
acquisition  strategy,  Cohen  exp 
Crescent  to  see  earnings  growt' 
25%  next  year. 

For  a  value  play,  consider  malls, 
questionable  whether  they've  bott 
out  yet,  but  the  rebound  in  retail : 
and  acquisitions  opportunities  m 


A  ROUNDUP  OF  REITS 


COMPANY 
(SYMBOL) 


PRICE  CURRENT!" 
12/16/96  DIVIDEND! 


space  and  high-end  hotels.  Both 
of  these  sectors  are  expected 
to  perform  well  in  the  upcom- 
ing year  thanks  to  rollovers  of 
office  leases,  tight  supply  for 
hotels,  and  little  new  construc- 
tion, according  to  a  report  by 
Equitable  Real  Estate  Invest- 
ment Management  Inc. 

Kenneth  Heebner,  portfolio 
manager  of  CGM  Realty  mutual 
fund,  has  nearly  half  his  port- 
folio in  hotel  reits,  including  FelCor 
Suite  Hotels.  FelCor,  owner  of  the 
premium  brand  Embassy  Suites,  ac- 
quires undermanaged  hotels,  upgrades 
them,  and  raises  room  rates  under  the 
Embassy  Suites  name.  It's  expected 
to  return  over  20%  in  1997.  Heebner 
also  likes  Cali  Realty  Corp.,  a  Cran- 


CALI  REALTY  (CLI)  2TA  6.5°$ 

Offices  in  Manhattan  to  benefit  in  reboundin; 
market 


CRESCENT  REAL  ESTATE  (CEI)       46^  5.2 

Aggressive  acquirer  of  office  space  in  Sunl 

FELCOR  SUITE  HOTELS  (FCH)         36^  5.0 

Buys  and  upgrades  hotels,  then  converts  ti 
Embassy  suite  name 

MACERICH  CO.  (MAC)  24  7.3 

Value  play  on  the  western  regional  mall  ovfl 

SIMON  DEBARTOLO  GROUP  (SPG)    29M  6.6 

Lots  of  upside  potential  in  Debartolo  propertj: 

SUNSTONE  HOTEL  INVESTORS  (SSI)  12M  8.1 

Small  West  Coast  chain  with  room  for  gro\jj 

DATA  CGM  REALTY.  COHEN  A  STEERS  REALTY  SHARES.  GREEN  STREET  ADVIS(I 


BEST  BET 


★  OFFICE  REITS  WITH  DOWNTOWN  SPACE 

Rebounding  markets  and  minimal  building  make  these  alluring 


REALTY  STOCK  REVIEW 

now  a  good  time  to  buy.  Cohen  is 
ish  on  the  western  regional  mall 
er  Macerich. 

With  electric  utilities  in  flux  ar 
longer  providing  the  safe  yields 
once  did,  reits  make  a  good  alt( 
tive.  And  the  industry  is  still  i 
infancy,  so  far  capturing  only  3 
the  $3  trillion  real  estate  market, 
means  there  is  certainly  room  for 
ty  of  growth. 

By  Toddi  Gutner  in  New 


A 

jTfL.ll  too  often,  the  demands  of  our  days  turn  the  details  of  our  lives  to  a  blur.  But  it  s  the  details, 
the  small  things  we  miss,  that  sometimes  hold  the  most  beauty  and  inspiration. 

That's  why,  at  Hyatt  hotels  and  resorts,  we're  particularly  attentive  to  details.  The  kind  you 
can't  help  but  notice.  Like  the  renowned  sculpture  in  a  corner  of  our  lobby  Or  the  ocean  vista  that 
adds  drama  to  our  rotunda  ballroom.  Or  perhaps  the  detail  you'll  appreciate 
most  is  the  rare  comfort  of  a  feather  pillow  on  your  bed. 

Each  unexpected  touch  brings  your  senses  back  to  life.  And  life's  small 
wonders  into  focus.  So  you  get  more  from  each  moment  of  your  stay. 

To  see  how  much  you've  been  missing,  come  stay  with  the  people  of  Hyatt. 
They  might  just  make  your  whole  trip  noticeably  better.  For  reservations,  contact  your  travel 
planner  or  call  Hyatt  at  1-800-233-1234. 


AT&T 

YourTrue  Choice 


H  YATT 


Feel  the  Hvatt  Touch 


is  proud  to  offer  ATST  Long  Distance  Sen-ice  for  all  your  AT&T  Calling  Card.  AT&T  Universal  Card  and  operator-assisted  calls  at  most  locations. 

Hyatt  Hatch  and  Resorts'  encompasses  hotels  managed,  franchisee!,  or  operated  by  two  separate  groups  of  companies  -  Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  hue  national  Corporation  »  /9y<s  Hyatt  Corp 
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ompctition  in  growing  international  markets  is  fierce. 
%  rules  of  trade  continue  to  change,  newly  empowered 
:s  are  posing  threats  to  U.S.  business  success  abroad. 
:an  American  business  secure  a  competitive  advantage 
complex  global  playing  field? 

foin  Business  Week  and  the  Presidents  of  the  nation's 
t  corporations  and  find  out  how  U.S.  business  is  taking 

Don't  miss  this  valuable  opportunity  to  gain  proven 
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restigious  annual  event. 
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CEOs  of  leading  national  and  worldwide  companies. 
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THE  INVESTMENT  SPECTRUM 


COMMODITIES 


The  'Seatbelf  Sign  Is  Still  On 

Expect  another  volatile  year.  But  global  demand  should  fuel  the  markets 


Through  much  of  1996,  commodi- 
ty-trading adviser  Steve  K.  De- 
Cook  was  close  to  hitting  the 
jackpot.  In  September,  his  futures  fund 
was  up  as  much  as  12%  as  his  bullish 
bets  on  corn  and  soybean  prices  fi- 
nally stalled  paying  off.  Then  came 
the  harvest  surprise:  Better 
than-expected  yields  pushed 
prices  sharply  lower.  As  farm- 
ers were  filling  their  bins, 
DeCook's   profits  were 
slipping  away,  and  he 
ended  October  down 
4%.  By  December, 
his    $95  million 
fund  had  clawed 
back  into  the 
black — but  only 
by  a  few  percent- 
age points.  "It 
has  been  a  year  j 
full  of  unantici- 
pated twists  and 
turns,"  DeCook 
explains. 

Expect  much  the 
same  in  1997.  Day-to-day 
trading  activity  will  be  fast-moving 
and  unpredictable.  Grain  markets  could 
continue  falling,  and  booming  energy 
markets  could  ran  out  of  steam,  send- 
ing overall  commodity  prices  lower  for 
a  time.  Over  the  long  term,  though, 
the  trend  is  bullish:  Robust  demand 
will  probably  lead  to  higher  prices  in 
coming  years.  Recovery  in  Japan  and 
Europe  will  pick  up  the  slack  from  a 
slowing  U.  S.  economy,  and  East  Asia 
will  continue  growing.  On  the  supply 
side,  inventories  of  many  raw  materials 
will  remain  relatively  tight,  supporting 
higher  prices.  "The  basic  direction  for 
commodity  prices  is  upward.  This  is  a 
great  place  to  be,"  says  Michael  E. 
Metz,  chief  investment  strategist  at 
Oppenheimer  &  Co. 
INFLATION  JITTERS.  This  may  not  auger 
well  for  the  New  Economy,  though. 
Even  in  an  era  of  low  inflation,  gyrat- 
ing raw-materials  prices  can  spark  in- 
flation  scares.  That  can  put  pressure 
on  the  Federal  Reserve  to  boost  inter- 
est rates.  And  should  a  crisis  rock  the 
globe,  r„he  sky  is  the  limit  for  hard  as- 
sets: "If  we  have  a  civil  war  tomorrow 
in  Russia,  raw-material  prices  will  rise 
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significantly  and  fi- 
nancial assets  will  collapse,"  predicts 
Stefan  Judisch,  a  vice-president  at 
Union  Bank  of  Switzerland. 

As  always,  each  market  has  its  own 
peculiar  hot  buttons 
that  can  drastically  af- 
fect prices.  In  the 
short  term,  broad 
trends  can  take  a  back- 
seat to  everything 
from  rainfall  in  Des 
Moines  to  copper 
stockpiles  in  Rotter- 
dam. Certain  markets 
will  be  especially  sensi- 
tive to  news,  including 
crude  oil,  natural  gas, 
and  other  energy  con- 
tracts, which  were  a 
hot  play  in  '96.  A  spike 


HOT  BUTTONS 


Crude  oil,  natural 
gas,  and  other  energy 
contracts  will  be 
especially  sensitive 
to  news,  while  a  spike 
in  global  economic 
expansion  could 
send  aluminum 
prices  higher 


could  send  aiumi: 
and  other  indus 
metals  higher. 
tie  prices 
move  ahead  byt-  - 
end  of  '97  as  the 
pact  of  a  recent 
shortage  plays 
Even  the  grain 
soybean  markets  tha. 
confounded  DeCook 
other  commodity  I 
could  see  plenty  of  actj 
if    Mother  Natt 
plays  tricks  on 
Corn  Belt. 

In  energy  it 
kets,  which  c|t| 
the  past 
have  s 
their  most 
plosive  trai  sj 
since  the  Pere 
Gulf  War,  w 
for  tall  peaks 
Jr   deep  valleys  agai  , 
W   '97.  Crude  oil  trs 
as  low  as  $19.46 
barrel  in  June  before  r 
ing  to  $25.92  on  Oct.  21 
a  quick  retreat,  crude  for  Jan 
delivery  rebounded  to  close  at 
as  of  Dec.  16.  Inventories  of  hea 
fuels  remain  so  depleted  that  the  i 
ket  is  acutely  vulnerable  to  deir., 
shocks.  To  keep  up,  "refiners  are 
all-out,"  notes  analyst  Ann-Louise 
tie  of  Cambridge  Energy  Research 
sociates  Inc.  in  Cambridge,  Mass 
expects  energy  pi 
to  stay  relatively  'Lm 
in  the  first  quartei 
pecially  if  unusu 
cold  weather  str 
the  U.  S.  and  Eur< 
The  biggest  c 
on  rising  energy  pj 
will  be  booming 
duction.  One  key 
tor:  the  scope  of  I) 
return  to  the  cruch 
export  market  uij 
an  oil-for-aid  sch] 
approved  on  De 
Prices  could  come 
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THE  INVESTMENT  SPECTRUM 


COMMODITIES 


iressure  if  the  U.  N.  allows  Iraqi 
is  to  flow  in  bigger-than-expected 
"ities  over  the  next  year.  While 
isn't  expected  to  change  its  quo- 
ew  production  is  coming  from  the 
h  Sea,  North  America,  and 
zuela.  Still,  demand  is  so  robust 
even  a  big  gush  of  supply  may 
:brce  down  prices:  "It  will  be 
d  up,"  Hittle  predicts, 
aduction  is  much  more  sluggish 
dustrial  metals,  and  that's  bullish 
ices.  Aluminum  already  has  start- 
acting  to  forecasts  of  a  widening 
iction/consumption  deficit  in  '97. 
outlook  for  lead  is  similar,  says 
c  S.  Van  Eck,  manager  of  the  Van 
Global  Hard-Assets  Fund.  Cop- 
outlook  is  more  akin  to  oil's:  tight 
tories  now,  but  higher  production 
e  way.  Through  much  of  '97,  cop- 
will  be  vulnerable  to  supply 
s — for  example,  mining  problems 
najor  producer  such  as  Chile.  And 
;omo  Corp.  will  be  a  wild  card  as 
>ositions  in  the  aftermath  of  its 
)illion  copper-trading  scandal  last 
ler. 

jcious  metals  will  be  less  excit- 
jold  is  dead  in  the  water — and 
to  stay  that  way.  Only  runaway 
on,  a  U.  S.  stock-market  crash,  or 
other  cataclysmic  event  will  break 
3  out  of  their  narrow  trading 
of  $370  to  $400  in  '97.  One  po- 
ll drag  on  the  market  is  Euro- 
monetary  union.  Gold  bugs  worry 
European  central  banks  might  sell 
1  gold  reserves  in  advance  of  cur- 
unification.  Gold  producers,  too, 
ir  ready  to  sell  if  prices  move 
r.  The  psychologically  significant 
level  will  be  difficult  to  top,  says 
I  J.  Rmehimer,  director  of  futures 
'ch  at  Smith  Barney  &  Co.  Silver 
latinum  have  more  upside  poten- 
ie  says,  because  producers  aren't 
I  as  aggressively,  central-bank  ch- 
ores aren't  an  issue,  and  industrial 
likely  to  advance. 
EINE  FITS.  For  a  wake-up  call, 
*s  should  watch  the  coffee  market 
'.  As  producers  have  held  back 
ction  to  keep  prices  up,  consumer 
Diles  have  tightened  steadily.  Go- 
to the  new  year,  inventories  were 
n  the  U.S.,  Europe,  and  Japan, 
i  the  most  coffee  is  quaffed,  and 
ry  futures  prices  were  at  $1.25 
aund  as  of  Dec.  16. 
;  that  could  change  soon:  The  har- 


COMMODITIES  THAT 
COULD  BE  HOT  IN  97 


CRUDE  OIL  FUTURES 

JANUARY  DELIVERY 
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DEC.  29,  '95 
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SOYBEAN  FUTURES 
JANUARY  DELIVERY 





DEC  29  '95 
▲  DOLLARS  PER  BUSHEL 


DEC.  13,  '96 


1.20 


COPPER  FUTURES 

MARCH  DELIVERY 


DEC  29  '95 
▲  DOLLARS  PER  POUND 


DEC.  13, '96 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 

vest  of  high-quality  beans  in  Mexico, 
Central  America,  and  Colombia  was 
getting  off  to  a  strong  stall  as  of  mid- 
December.  Robust  production  could 
push  prices  down  to  $1  or  so  in  the 
next  couple  of  months,  says  Smith  Bar- 
ney's Walter  Spilka,  a  softs-commodity 
analyst.  After  the  first  quarter,  the 
market  will  focus  on  the  Brazilian  har- 
vest in  July  and  August.  Since  coffee 
bushes  tend  to  produce  a  smaller  crop 
the  year  after  a  big  crop  is  harvested, 
Brazilian  production  likely  will  drop 
from  27  million  bags  in  '96  to  25  million 
or  so  in  '97,  Spilka  believes.  That  small- 
er yield  could  thin  out  stockpiles,  send- 
ing prices  back  up  in  the  second  half. 


The  cocoa  market  has  the  opposite 
problem:  Inventories  couldn't  get  much 
bigger.  At  $1,362  per  metric  ton  as  of 
Dec.  16,  cocoa  prices  are  relatively  low 
compared  to  other  commodities  as  well 
as  historical  price  ranges.  The  bargain 
has  spurred  greater  consumption  and 
discouraged  producers  from  maximiz- 
ing their  crops.  Key  African  producers 
Ivory  Coast  and  Ghana  will  reap  small- 
er harvests  in  '97.  As  consumption  ex- 
ceeds production  and  world  stockpiles 
tighten,  cocoa  prices  could  test  $1,700  in 
'97,  Spilka  predicts.  One  "softs"  market 
that  won't  see  much  action:  sugar. 
Abundant  supplies  and  steady  demand 
will  keep  prices  between  10(2  and  11<2 
per  pound,  Spilka  says. 
GHOST  HERD.  Among  other  agricultural 
products,  weather  will  be  an  even  big- 
ger factor  than  usual  because  supplies 
remain  relatively  tight.  The  cattle  mar- 
ket could  be  affected  if  frigid  tempera- 
tures this  winter  put  additional  stress 
on  a  lean  supply  of  animals.  Already, 
traders  have  seen  cattle  prices  shoot 
higher  after  steep  feed  costs  in  early 
'96  cut  into  breeding  stock.  "We  liqui- 
dated an  awful  lot  of  cows,"  says  ana- 
lyst Dan  A.  Vaught  of  A.  G.  Edwards 
&  Sons.  He  expects  prices  to  ebb  from 
current  levels  early  in  '97,  then  rise 
again  as  supplies  dry  up. 

As  for  the  grain  markets,  some  be- 
lieve the  current  downturn  in  prices  is 
likely  to  last.  Weather  conditions  in 
key  Midwest  growing  areas  have  been 
favorable,  with  good  moisture  levels. 
Farmers  in  the  U.  S.  and  abroad  are 
expected  to  plant  ample  acreage.  And 
technology — notably,  new  hybrid  seed — 
is  expected  to  boost  yields.  Unless  the 
'97  crop  runs  up  against  bad  weather, 
prices  won't  climb  much  higher,  says 
Richard  J.  Feltes,  director  of  commod- 
ity research  at  Refco  Group  Ltd. 

Yet  DeCook,  for  one,  is  not  con- 
vinced. He  suspects  that  the  U.  S.  Agri- 
culture Dept.  overstated  the  harvest 
numbers  in  its  key  October  crop  re- 
port, especially  for  soybeans.  Since 
global  demand  is  growing  along  with 
incomes  and  population,  when  the  mar- 
ket recognizes  that  supplies  aren't  as 
bountiful  as  supposed,  prices  will  rise 
again,  DeCook  says.  Come  what  may, 
traders  will  be  spending  a  lot  of  time 
and  money  trying  to  gauge  how  much 
corn  will  grow,  oil  will  gush,  and  copper 
will  shine  in  '97. 

By  Greg  Burns  in  Chicago 


ST  BET 


★  In  food,  a  production  lull  could  send  COCOA  prices  upward.  ★  In  metals,  LEAD  could  go  higher  because 
demand  is  strong.  *  In  energy,  expect  crude  OIL  prices  to  remain  strong 
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ART 


A  Beautiful 
Market  for  Art 

Auction  houses  are  lively  as  collectors  pay  top  dollar  again 


A snapshot  of  a  dramatic  moment 
in  this  fall's  art  auctions: 
Renowned  collector  Eli  Broad, 
chairman  of  financial  services  compa- 
ny SunAmerica  Inc.,  is  dueling  at 
Sotheby's  Holdings  Inc.  in  New  York 
with  an  unidentified  telephone  bidder 
for  Forest  Scene,  a  late  painting  by  Roy 
Lichtenstein.  Broad  finally  drops  out, 
letting  the  work  go  to  his  rival  for  $2.1 
million.  Was  he  worried  that  the  bid- 
ding was  getting  a  little  overheated? 
Hardly.  "If  we  hadn't  bought  three  im- 
portant Lichtensteins  recently,  I  think 


MASTERPIECES 


Top-end  works-such 
as  a  bronze 
sculpture  by  Degas, 
Roy  Lichtenstein's 
Forest  Scene,  Willem 
de  Kooning's  Woman, 
and  Cashmere  by  John 
Singer  Sargent- 
met  and  sometimes 
vastly  exceeded 
their  estimated 
prices  at  auction 


we  would  have  bid  more,"  Broad  says. 

So  it  goes  in  the  art  market  these 
days.  Having  hit  bottom  in  1991,  many 
segments  of  the  market  have  enjoyed 
steady  growth  for  the  past  two  years 
and  show  good  prospects  for  1997.  Ac- 
knowledged masterpieces  commanded 
top  dollar  at  auction  this  fall.  For  in- 
stance, Woman,  a  1949  painting  by 
Willem  de  Kooning,  fetched  $15.6  mil- 
lion at  a  Christie's  International  PLC 
sale  on  Nov.  20.  At  Sotheby's,  casino 
owner  Stephen  A.  Wynn  paid  $2.9  mil- 
lion for  a  pastel  by  Edouard  Manet, 
and  a  bronze  of  a  dancer  by  Degas 
went  for  $11.9  million.  But  there  has 
been  no  sign  of  the  frenzied  bid- 
ding that  sent  prices  spinning  out 
of  control  in  the  1980s.  "The  mar- 
ket has  regrouped,"  says  Broad. 
"We've  had  two  years  in  which  a 
floor  has  been  well  established." 
Adds  Christopher  Burge,  chair- 
man of  Christie's  Inc.:  "Right 
now,  the  art  market  is  growing 
at  a  beautifully  controlled  pace." 
LOVE  FACTOR.  Not  all  works,  how- 
ever, are  participating  in  the  buoy- 
ancy. The  Daily  Telegraph  Art  100 
Index,  calculated  by  London  an- 
alyst Robin  Duthy  using  auc- 
tion results  from  100  top 
artists,  fell  1.3%  in  1996.  That's 
largely  because  of  weak  demand 


for  Latin  American 
art,  some  European 
works,  and  contem- 
porary art.  At 
Sotheby's,  about 
one-third  of  the  Im- 
pressionist and  con- 
temporary works 
offered  at  auction 
this  fall  didn't  sell. 
"The  market  is 
pretty  good  at  the 
middle-to-top-end," 
says  Sotheby's  ceo 
Diana  D.  Brooks. 
"But  it  gets  weak- 
er as  you  go 
down.  If  you've  got 
a  good  '  $100,000 
work,  it  will  sell. 
But  if  it's  a  third- 
rate  Renoir,  it's 
tough  to  find  a  bidder." 

Indeed,  many  experts  see  plenty : 
scope  for  bargain  hunters,  particular^ .  . 
they  buy  through  art  galleries.  A 
suffering  through  most  of  the  19  te 
the  gallery  business  is  making  so  ,. 
thing  of  a  comeback.  "More  galle  r 
have  opened  this  fall  than  at  any  t  e  still  di 
since  the  late  1980s,"  notes  Bart  it- 
Pollack,  editor  of  Art  Newsletter,  t  to  bui 
existing  galleries  are  doing  better:  I  % 
York  dealer  Tricia  Collins  estimates  '  sav;  > 


pes 


siness  is  up  38%  this  year.  Com- 
n  is  intense,  though,  and  dealers 
i  chastened  by  the  recent  hard 
Notes  Michael  C.  FitzGerald,  an 
ite  professor  of  fine  arts  at  Trini- 
lege  in  Hartford,  Conn.:  "Deal- 
•en't  jacking  up  their  prices, 
e  still  desperate  to  sell." 
jre  to  start?  Experts  caution 
to  buy  art  solely  as  an  invest- 
"You  should  only  buy  works  you 
says  Sotheby's  Brooks.  "It's 


J  J 

"Collectors  should  explore 
what's  troubling  to  them," 
says  Arthur  Goldberg, 
who,  with  wife  Carol,  is 
a  longtime  collector  of 
contemporary  art 


something  you 
have  to  live  with, 
as  well  as  insure 
and  care  for."  Af- 
ter that,  the  near 
universal  advice  of 
collectors  is  to  pick 
one  area  of  inter- 
est and  research 
it  intensely — some- 
thing most  art 
shoppers  these 
days  are  doing  in 
spades.  "The  buy- 
ers we're  seeing 
right  now  are  very 
informed,  people 
who  are  buying  to 
collect  or  keep 
things  in  their 
homes,"  says  New 
York  dealer  Jeffrey 
Deitch.  "There's 
very  little  specula- 
tive buying  right 
now." 

And  what's  real- 
ly hot  right  now  is  American  art,  es- 
pecially pre- World  War  II  works.  At 
Sotheby's,  for  instance,  Cashmere,  a 
painting  by  John  Singer  Sargent,  was 
bought  by  an  unidentified  buyer  for 
$11.1  million,  nearly  double  initial  esti- 
mates. Wall  Streeters  and  entrepre- 
neurs, flush  from  the  market's  boom, 
are  said  to  be  doing  much  of  the  buy- 
ing. However,  demand  has  pushed 
prices  up,  so  caution  is  advised.  Among 
potential  buys,  Burge  suggests  artists 
who  are  still  a  bit  out  of  vogue,  such  as 
those  in  the  tum-of-the-eentury  Ashcan 
School,  including  such  painters  as 
Robert  Henri  and  William  Glackens. 
"You  can  get  something  really  major 
for  $200,000,"  he  says.  He  also  sug- 
gests looking  at  the  better  Hudson  Riv- 
er School  painters,  such  as  John  Fred- 
erick Kensett  and  Sanford  Robinson 
Gifford. 

A  riskier  area  of  interest  is  contem- 
porary art.  Arthur  A.  Goldberg,  a  prin- 
cipal at  New  York  money  managers 
Neuberger  &  Berman,  who  with  his 
wife,  Carol,  is  a  longtime  collector, 
notes  that  prices  there  are  still  "scrap- 
ing along  the  bottom."  He  suggests  go- 
ing straight  to  the  cutting  edge:  works 
of  little-known  and  generally  young 


artists.  "Collectors  should 
explore  what's  troubling  to 
them,"  Goldberg  says. 
"They  should  spend  a  lot  of 
time  studying  things  they 
think  are  not  art." 

In  the  Goldbergs'  case, 
that  philosophy  has  led  to 
the  recent  purchase  of  a 
wide  range  of  works  by 
U.  S.  and  foreign  artists, 
among  them  Chen  Zhen,  a  Chinese 
sculptor  and  installation  artist  living  in 
Paris;  Jason  Rhoades,  a  young  Ameri- 
can sculptor  and  environmental  artist; 
and  Ian  Hamilton  Finlay,  a  Scottish 
sculptor  and  poet.  Other  collectors  are 
acquiring  work  by  artists  included  in 
the  last  Biennial  show  held  by  New 
York's  Whitney  Museum  of  American 
Art.  Broad,  for  instance,  recently 
bought  a  work  by  Ellen  Gallagher,  a 
young  Boston  painter.  Such  art  can  ap- 
preciate rapidly  in  value:  Works  by 
Toba  Khedoori,  another  Biennial  alum, 
have  tripled  in  value,  to  around  $15,000, 
in  recent  months.  Another  good,  if 
pricier,  bet  are  works  by  contemporary 
German  and  English  artists,  such  as 
Georg  Baselitz  and  Damien  Hirst,  who 
Goldberg  feels  are  undervalued. 
OVER-THE-TOP  FIGURE.  Indeed,  interna- 
tional artwork  generally  provides  good 
value.  Asian  art,  both  classical  and  con- 
temporary, is  starting  to  get  very  hot. 
Most  New  York  galleries  have  been 
adding  young  Asian  artists  to  the  co- 
terie they  represent.  Historical  works, 
especially  from  China,  also  are  appre- 
ciating in  value.  For  instance,  one  rare 
glazed  Northern  Qui  Dynasty  stone  fig- 
ure sold  at  a  Christie's  auction  in  No- 
vember for  $453,500,  vs.  a  top  estimate 
of  $250,000.  But  prices  usually  are  low- 
er, notes  Theow-Huang  Tow,  a  Chinese 
art  expert  at  Christie's.  "At  my  sales, 
anyone  with  $10,000  to  $20,000  is  an 
important  collector,  "  says  Tow. 

Burge  suggests  there  are  even  bar- 
gains in  the  second  tier  of  the  Euro- 
pean Old  Master's  market.  "You're  not 
going  to  get  a  da  Vinci,"  he  says.  "But 
there  are  many  good  works  available 
right  now  at  quite  reasonable  prices." 

Even  if  the  market  weakens  next 
year,  art  is  likely  to  be  a  reasonably 
good  investment.  The  Railways  Pen- 
sion Fund  in  Britain  next  year  plans  to 
sell  off  the  last  160  works  of  a  collec- 
tion of  2,000  works  accumulated  since 
the  1970s.  Its  annual  return,  it  figures: 
a  respectable  13%.  "If  we  had  a  15% 
drop  in  the  stock  market,  people  might 
get  nervous  and  hold  on  to  then-  wal- 
lets a  little  more,"  says  SunAmerica's 
Broad.  But,  he  notes,  true  collectors 
never  stop  buying  entirely. 

By  Tlmne  Peterson,  unth  Julia  Flynn 
in  London 


1996'S  BEST  AND  WORST 


WINNERS  &  LOSERS 


<  BEST  NYSE  STOCK 

PC  cardmaker  Centennial  is  celebrating  a  370%  gain,  a  deal 
with  Polaroid,  and  a  stake  in  a  computer  on  a  belt 


UTI 

ENERGY 
CORP. 

▲  BEST  AMEX  STOCK 

This  leader  in  land 
rigs  for  oil  drilling 
saw  its  shares 
skyrocket  more  than 
500%  in  '96  as 
demand  shot  up 


The  Brightest  Stars 
And  Biggest  Flops 


▲  WORST  STOCK  GROUP 

Telecom  deregulation  sparked  a  war  among  phone 
carriers  and  cable  operators  that  made  broadcast  and 
media  an  industry  to  avoid — at  least  for  1996 


Behind  the  year's  best  and  worst  performances  was  usually  the  hand  of  technology 


tteet 


Still  need  proof  that  the  New 
Economy  is  already  upon  us?  A 
look  at  this  year's  roster  of  stock 
market  rulers  and  rejects  and  the  ev- 
idence is  indisputable:  Technology  is 
driving  the  market.  Indeed,  tech  in- 
vestors sampled  both  the  best  and 
worst  the  market  had  to  offer.  And 
while  technological  change  has  spurred 
growth  in  an  assortment  of  industries 
from  personal  computers  to  oil,  it  has 
also  hurt  sectors  such  as  broadcast- 
ing and  cable  that  must  invest  heavily 
in  costly  new  products.  Below,  we 
trace  the  rise  and  fall  of  the  best  and 
worst  stocks — as  of  Dec.  17 — that  be- 
gan the  year  with  a  share  price  of  $5 
or  more. 

STOCKS 

BEST  NYSE  STOCK  Just  one  month  after 
moving  from  the  American  Stock  Ex- 
change to  the  New  York  Stock  Ex- 


change, Centennial  Technologies  Inc. — 
up  398%  year-to-date — is  the  Big 
Board's  best  performer.  The  compa- 
ny's main  product  is  PC  cards,  but 
Chief  Executive  Emanuel  Pinez  is  al- 
ways on  the  lookout  for  new  ideas. 
Last  year,  Polaroid  Corp.  contracted 
the  company  to  assemble  the  circuit 
boards  in  Polaroid's  new  digital  cam- 
eras. On  Dec.  9,  when  Centennial  ac- 
quired a  12%  stake  in  ViA  Inc.,  which 
makes  a  miniature  computer  that  can 
be  worn  as  a  belt,  the  stock  jumped 
five  points.  Alan  K.  Alpers,  senior 
portfolio  manager  at  Navellier,  a  mu- 
tual-fund family  in  Reno,  Nev.,  likes 
the  company  because  "earnings  esti- 
mates are  continually  being  revised 
upward,"  though  he  acknowledges  the 
current  price-earnings  ratio  of  107  is 
steep.  But  with  the  company's  plans  to 
expand  both  overseas  and  domestical- 
ly in  1997,  Centennial  could  continue 
its  ascent  into  the  next  century. 


WORST  NYSE  STOCK  FoxMeyer  Hel 
Corp.  is  a  classic  story  of  great  ei[. .,. 
tations  that  were  dashed.  Base<( 
speculation  that  the  company  w 
sell  its  core  asset — FoxMeyer  I 
Co.,  the  nation's  fourth-largest  > 
wholesaler — for  a  tidy  profit,  the  s 
started  the  year  with  an  inflated ; 
of  around  $22  a  share,  says  A.  G. 
wards  &  Sons  analyst  Donald  Spi  . 
Instead,  the  drug  company  filec  , 
Chapter  11  and  was  snapped  up  - 
song  by  McKesson  Corp.,  its  lai6 
competitor.  The  stock  is  now  tre- 
at just  over  $1  a  share.  "FoxMfj 
Drug  made  big  bets  on  their  abili 
find  new  customers  and  drive  ( 
costs — and  lost,"  says  Larry  M;5 
research  director  at  Salomon  Broi. 
Inc.  A  group  of  creditors  is  now  i 
FoxMeyer  for  $198  million,  clai 
that  the  company  illegally  transfer; 
assets  out  of  the  drug  division  bf[ 
the  bankruptcy  filing.  Although  : 

 I 


<  BEST  STOCK  GROUP 

The  flame  burned  hot 
for  oil  and  gas 
drilling  companies 
thanks  to  3-D 
seismic  technology 
and  a  rig  shortage 


5% 
nd 


Drug  insiders  continue  to  buy 
tock,  outside  shareholders  may 
quite  as  optimistic. 

IEX  STOCK  UTI  Energy  Carp.  While 
)f  its  competitors  drill  offshore, 
rayne  (Pa.)  oil  service  company 
ader  on  land.  Increased  drilling 
f  coupled  with  a  limited  supply  of 
rs  and  rigs  have  caused  share 

to  skyrocket:  The  stock  began 
ar  around  $6  and  is  currently 
■  close  to  $34,  an  increase  of  more 
02%.  With  only  1,500  land  rigs 

U.  S.,  major  oil  companies  are 
r.  for  assistance  to  UTI,  the  third- 
,  owner  of  rigs  in  the  country, 
il  strategic  acquisitions  and  in- 
>wnership  of  close  to  55%  has 

investor  interest,  says  analyst 
Chambers  at  Howard,  Weil, 
isse,  Friedrichs  Inc.  Although 
urrent  p-e  ratio  of  28  is  high 

on  estimated  1997  earnings, 
iers  believes  that  earnings  per 
nay  exceed  $2  in  1998,  vs.  $1.32 


AMEX  STOCK  Datatnetrics  Corp.'s 
roducts,  high-speed  color  print- 
e  designed  to  withstand  even  a 
r  war.  Unfortunately  for  in- 
5,  it  was  Datametrics'  share 

|  -currently  $1 — that  got  nuked, 
mpany  tried  and  failed  to  devel- 
mmercial  version  of  the  printers 

II  >een  selling  to  the  U.  S.  Defense 


▼  BEST  NASDAQ  STOCK 

The  computer 
witching  hour,  the 
year  2000,  nears  for 
corporate  systems, 
and  Viasoft's  programs 
can  fix  the  big  glitch 


Dept.  for  more  than  30  years,  says 
Seth  H.  Feinstein,  a  senior  analyst  and 
partner  at  Crowell,  Weedon  &  Co.  Al- 
though Datametrics  continues  to  ex- 
pand its  defense-related  contracts  and 
reduce  expenditures,  it  may  turn  out  to 
be  too  little  too  late. 

BEST  NASDAQ  STOCK  The  main  product  of 
software  developer  Viasoft  Inc.,  the 
Existing  Systems  Workbench,  is  in 
high  demand  as  Corporate  America 
scrambles  to  update  its  computer  sys- 
tems before  the  millennium,  when  all 
systems  must  change  from  a  two-  to 
four-digit  date.  If  the  correction  isn't 
made,  the  consequences  could  be  dis- 
astrous. For  instance,  a  phone  call  that 
began  just  before  midnight  on  Dec.  31, 
1999,  and  extended  into  Jan.  1,  2000, 
would  show  up  on  the  bill  as  a  99-year 
call;  prisoners  would  be  released  early; 
and  driver's  licenses  and  Social  Secu- 
rity numbers  would  be  invalidated.  As 
concern  grows  about  the  year  2000 
dilemma,  so  does  Viasoft's  share  price, 
up  742%  this  year.  Chief  Financial  Of- 
ficer Mark  Schonau  anticipates  addi- 
tional growth  as  European  banks  con- 
vert their  systems  to  accommodate  a 
common  currency.  The  current  p-e  of 
111  is  lofty,  but  increased  corporate 
spending  in  1997  should  help  earnings 
catch  up  in  the  second  half  of  the  year, 
says  Tarun  Chandra,  vice-president  for 
technology  research  at  Laidlaw  Equi- 
ties Inc. 


WORST  NASDAQ  STOCK  Starved  for  capital, 
sc&T  International  Inc.,  a  multimedia 
components  manufacturer,  called  on 
Sovereign  Equity  Management  Corp. 
to  manage  its  December,  1995,  initial 
public  offering.  Unbeknownst  to  sc&T, 
the  Boca  Raton  (Fla.)  brokerage  had 
ties  to  organized  crime,  according  to 
business  week  (Dec.  16).  Five  months 
after  the  IPO,  Sovereign — which  had 
been  executing  more  than  60%  of 
sc&t's  trades — cut  back  its  support  of 
the  stock  and  sent  the  price  into  a 
downward  spiral  that  hasn't  stopped. 
With  shares  now  selling  for  mere  pen- 
nies, it's  going  to  take  more  than  just  a 
few  securities  regulators  to  turn  this 
company  around. 

BEST  STOCK  GROUP  For  oil  and  gas 

dHlling  companies,  it  was  a  year  to 
remember.  Up  more  than  100%  on  av- 
erage, these  companies  benefited  from 
an  increase  in  drilling  activity  and  a 
shortage  of  the  rigs  needed  to  do  it, 
says  Arvind  Sanger,  vice-president  at 
Donaldson,  Lufkin  &  Jenrette  Securi- 
ties Corp.  Interest  in  both  offshore 
and  land  drilling  has  picked  up  since 
the  advent  of  three-dimensional  seis- 
mic technology,  which  allows  compa- 
nies actually  to  see  where  and  what 
they  are  drilling.  And  over  the  past  12 
to  18  months,  a  dramatic  increase  in 
commodity  prices  and  day  rates — the 
daily  rental  fees  drillers  charge  oil 
companies — have  made  companies  such 
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▲  BEST  COMMODITY 

Hogs  were  king  as 
tight  supplies  of 
live  porkers  drove 
prices  relentlessly 
higher — nearly  61 

►  WORST  STOCK 
FUND  MANAGER 

G.  Paul  Matthews 
Korea  fund  took 
a  drubbing.  It 
dropped  26% 

as  Global  Marine.  Rowan  &  Falcon 
Drilling  standout  performers. 

WORST  STOCK  GROUP  The  Telecommunica- 
tions Reform  Act  of  1996  has  irrevoca- 
bly changed  the  broadcast  and  media 
industry,  which  was  down  19.24%.  Now 
that  long-distance  and  local  telephone 
camel's  and  cable  operators  have  ac- 
cess to  each  other's  markets,  competition 
is  fierce.  Because  of  deregulation  and 
pricey  new  fiber-optic  technology,  much 
of  the  cable  industry  remains  in  the  red. 
But  with  lots  of  new  products  in  the 
pipeline  and  future  consolidation  likely, 
investors  may  want  to  stay  tuned. 

PEOPLE 

BEST  STOCK  FUND  MANAGERS  Kevin  Kan 
and  Kevin  Landis.  co-managers  of  In- 
teractive Investments  Technology  Val- 
ue Fund,  are  privy  to  some  of  the 
hottest  stock  tips  around:  More  than 
200  high-tech  industry  insiders  are  also 
shareholders.  A  former  product  man- 
ager for  semiconductor  maker  S-Mos 
Systems.  Landis  invested  almost  70% 
of  the  2  >-year-old  fund's  assets  in  semi- 
conductor and  networking  stocks.  Kam 
used  his  expertise  as  the  founder  of  a 
medical  device  company  to  add  some 
medical  technology  issues.  Up  65% 
through  Dec.  13.  the  fund  doubled  its 
asset  base,  to  $30  million,  in  less  than 
two  months.  The  two  Kevins  are  sure 
to  /tract  more  than  techie  types  in 
lonths  ahead. 


▲  BEST  OVERSEAS  MARKET 

China's  Shenzen  B  shares  went  on  a  wild  ride,  gaining  126%,  though 
Communist  Party  officials  eventually  put  a  stop  to  the  festivities 


WORST  STOCK  FUND  MANAGER  G.  Paul 
Matthews,  manager  of  the  Matthews 
Korea  Fund,  says  disastrous  corporate 
earnings  contributed  to  his  fund's  poor 
performance — down  26%  through  Dec. 
13.  Although  South  Korea's  economy 
has  grown  6%  this  year,  a  prolonged 
slowdown  in  key  export  sectors — semi- 
conductors, steel,  and  petrochemicals — 
has  meant  two  consecutive  years  of 
weak  stock  market  returns.  South  Ko- 
rea may  still  be  the  cheapest  equity 
market  in  Asia,  Matthews  says.  But  in 
order  for  stocks  to  reach  their  full  po- 
tential, the  government  must  get  seri- 
ous about  deregulation.  With  a  presi- 
dential election  scheduled  for  1997, 
change  may  be  on  the  horizon. 

BEST  COMMODITIES  FUND  MANAGER  Richard 
J.  Dennis  became  a  legend  in  the 
Chicago  futures  pits  in  the  1980s  as  he 
built  an  estimated  $200  million  fortune. 
Then  his  luck  turned  sour  with  losses 
in  high-profile  public  funds.  Now.  the 
$60  million  fund  managed  by  his  Chica- 
go-based Dennis  Trading  Group  is  up 
119.4%  through  October,  according  to 
Barclay  Trading  Group  Ltd.  The  key  to 
his  renewed  success?  Mechanization. 
Every  one  of  his  trading  decisions  is 
computer-driven.  Whereas  in  the  past 
Dennis  would  override  computer-gen- 
erated trades  that  seemed  too  risky, 
his  current  system  allows  for  no  such 
human  interference.  The  latest  results 
have  left  Dennis  content  to  ride  the 
electronic  tide. 


MARKETS 


BEST  COMMODITY  Talk  about  hog 
Prices  of  live  hogs  soared  almost 
through  Dec.  16,  as  tight  supplies 
the  market  relentlessly  higher, 
seeds  of  the  current  rally  were  si 
when  feed  costs  skyrocketed  at  the  j 
of  '95.  Faced  with  losses,  hog  produh  , 
slaughtered  then-  herds,  sending  mea"1 
market  by  the  ton.  In  June,  feed  pn 
moderated,  and  hogs  again  became  rj"— 
itable.  Anticipating  a  strong  marker 
1997.  hog  producers  aren't  sending  T 
many  big  and  little  piggies  to  mark; 
order  to  rebuild  their  breeding  he 
And  even  as  supply  tightens,  export 
mand  is  growing.  "It's  certainly  n  • : 

market  where  you  want  to  be  sh<  

notes  Alaron  Trading  Corp.'s  senior 
stock  analyst,  Charles  K.  Levitt.  : 

BEST  OVERSEAS  MARKET  Until  Dec.  16,  ":' 
7ia's  Shenzen  B  share  market  was  -: 
126%,  thanks  to  falling  interest  r  ji  *- 
and  lax  market  oversight.  Most  of 
gain  came  in  mid-November,  when  let 
who  are  technically  banned  from  bu  ; 
B  shares,  plunged  into  the  market 
way.  Alarmed,  Communist  Party 
cials  put  a  stop  to  the  boomlet  by 
daring  a  crackdown  on  speculation, 
market  promptly  plummeted  more 
20%.  Daredevil  investors  take  notie 
By  Kerry  Capell.  with  William  C 
gall  in  New  York,  Greg  Burin 
Chicago,  and  Geoffrey  Smith  in  Bo 
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A/l  drivers  are  ICE 

)r  are  they? 


y're  as  different  as  the  fifty  states  they  live  in.  And  they  drive 
t  of  different  kinds  of  cars  and  trucks  for  a  lot  of  different 
sons.  But  when  J.D.  Power  and  Associates  asked  new  vehicle 
ers  about  the  quality,  sales  experience,  and  delivery  of  their 
icle,  the  GM  owners  were  remarkably  alike  in  their  point 
iew.  Together,  they  formed  the  very  picture  of  satisfaction. 
,  in  turn,  consecutive  top-ranked  performance  has  earned 
era!  Motors  a  J.D.  Power  and  Associates  Chairman's  Award. 


General  Motors 

CHEVROLET  PONTIAC  OLDSMOBILE  BUICK  CADILLAC  CMC  SATURN 


General  Motors 


is  rated  highest 
in  satisfaction 
right  from 
the  start* 

-  }.  D.  Power  and  Associates 
1996  Chairman's  Award 

http://www.gm.com 


*  Based  on  performance 
among  corporations  sell- 
ing more  than  500,000 
vehicles  annually,  includ- 
ing General  Motors 
Corporation,  American 
Honda  Motor  Company 
Inc.,  '  'hryslei  Corporation, 
Ford  Motor  ( 'ompany, 
Nissan  Motor  Corporation 
USA,  and  Toyota  Motor 
Sales  USA  Inc.,  in 
j.D.  Power  and  Associates 
1992-1996  New  Vehicle 
Sales  Satisfaction 
Studies  measuring 
owner  satisfaction  with 
the  sales  experience, 
deliver}1  and  initial 
condition  after  the  first 
90  days  of  ownership. 
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THE  INVESTMENT  SCOREBOARD 


U.S.  EARNINGS  OUTLOOK 


ot  Your  Scorecard? 

have  to  look  carefully  to  separate  the  earnings  trailblazers  from  the  laggards 


1996,  the  Dow  Jones  industrial 
/erage  broke  the  5500,  6000,  and 
>00  barriers.  And  with  the  like- 
|  of  continued  low  inflation,  steady 
ist  rates,  and  healthy  economic 
th,  next  year  could  see  more 
is  shattered. 

ere  are,  however,  worries.  The 
earnings  ratio  for  the  Standard 
or's  500-stock  index  is  20,  far 
•  the  historical  average,  and  divi- 
yields  are  a  slim  2%,  down  for 
econd  year  in  a  row.  But  that's 
e  overall  market.  What  about  spe- 
ndustries  and  individual  stocks? 
do  they  stack  up?  That's  where 
nvestment  Outlook  Scoreboard 
i  in.  Data  from  Standard  &  Poor's 
ustat  show  the  historical  perfor- 
i  and  key  ratios  for  900  publicly 
i  companies.  The  companies  are 
;d  into  24  industries  so  that  they 
e  directly  compared  with  their 
ititors.  i/b/e/s  International,  a  Pri- 
Corp.  company,  provides  1996  and 
earnings  estimates,  based  on  its 
y  of  2,912  analysts. 
CURVE.  To  help  you  sort  through 
lumbers,  the  companies  were 
led  by  six  different  investment 
a.  Be  careful  when  looking  at  the 
jpping  numbers  some  companies 
•e.  Large  increases  may  mean  a 
iny  could  really  turn  things 
i  but  can  just  as  easily  mean  that 
ipany  had  horrible  results  in  the 
period.  Take  the  case  of  Florida- 
Sunbeam  Corp.  Earnings  in  1997 
recast  to  rise  a  stunning  923%,  to 
a  share.  What's  behind  the  big 
ceo  Albert  J.  Dunlap  announced 
jor  restructuring  of  the  home- 
cts  maker.  Noncore  units  (such 
•niture  and  decorative  bedding) 
e  divested,  divisional  and  region- 
idquarters  will  be  consolidated, 
xcess  production  capacity  will  be 
lated.  There  will  also  be  6,000 
employees.  The  goal  is  to  double 
ues  through  a  stream  of  new 
cts  and  to  triple  international 
The  price  tag  for  this  ambitious 
5  an  estimated  $300  million  charge 
>6  earnings,  expected  to  come  in 
'i  a  share,  down  79%  from  1995. 
of  the  expected  earnings  growth 
ilready  be  factored  into  the  cur- 


rent share  price.  Sunbeam's  stock  is 
up  93%  since  Dunlap  joined  the  com- 
pany in  July. 

Many  investors  are  on  the  lookout 
for  companies  that  pay  a  large  divi- 
dend in  relation  to  its  stock  price.  The 
problem  with  hunting  high  yields  is 
that  often  the  yield  is  going  up  be- 
cause the  stock  price  is  going  down. 
Take  Connecticut-based  Northeast  Util- 
ities: Its  8.4%  yield  is  very  attractive, 


but  the  stock  price  has  fallen  from  24  M 
at  the  beginning  of  the  year  to  12%, 
and  the  quarterly  dividend  was  cut 
from  44<z  to  25<z.  Likewise,  PECO  Ener- 
gy has  seen  its  stock  price  drop  from 
30^  at  the  end  of  1995  to  25. 

To  value-oriented  investors,  compa- 
nies with  low  p-e  ratios  are  quite  ap- 
pealing. Projecting  ahead  to  1997, 
Chrysler's  p-e  of  7.4  is  half  the  p-e  of 
14.8  projected  for  all  the  companies 


INDUSTRY  GROUP  WINNERS  AND  LOSERS 


1996'S  STRONGEST... 

1997'S  STRONGEST... 

EARNINGS  CHANGE 

EST.  EARNINGS  CHANGE 

FROM  1995 

FROM  1996 

APPAREL 

428% 

POLLUTION  CONTROL 

164% 

GLASS  CONTAINERS 

252 

COMPUTERS  &  PERIPHERALS 

127 

AIRLINES 

223 

ALUMINUM 

86 

COAL,  OIL  &  GAS 

193 

TRUCKING  &  SHIPPING 

80 

DISCOUNT  &  FASHION  RETAILING 

152 

EATING  PLACES 

77 

BUSINESS  MACHINES  &  SERVICES 

147 

ENTERTAINMENT 

47 

GAS  UTILITIES 

136 

ELECTRICAL  PRODUCTS 

45 

HEALTH-CARE  SERVICES 

133 

FOREST  PRODUCTS 

44 

MISCELLANEOUS  LEISURE 

123 

TELECOMMUNICATIONS 

44 

DRUG  DISTRIBUTION 

121 

TEXTILES 

41 

...AND  WEAKEST 

...AND  WEAKEST 

EARNINGS  CHANGE 

EST.  EARNINGS  CHANGE 

FROM  1995 

FROM  1996 

FOREST  PRODUCTS 

-73% 

NONFERROUS  METALS 

-9% 

PAPER  CONTAINERS 

-63 

ELECTRIC  UTILITIES 

+4 

POLLUTION  CONTROL 

-57 

FINANCIAL  SERVICES 

+4 

STEEL 

-52 

GAS  UTILITIES 

+  7 

ALUMINUM 

-50 

PAPER 

+7 

PAPER 

-38 

SPECIAL  MACHINERY 

+7 

NONFERROUS  METALS 

-34 

TELEPHONE  COMPANIES 

+8 

SEMICONDUCT.  &  OTHER  COMP. 

-30 

COAL,  OIL  &  GAS 

+9 

ENTERTAINMENT 

-23 

BANKS-SOUTH  &  SOUTHEAST 

+  10 

CHEMICALS 

-11 

BUILDING  MATERIALS 

+  11 

Because  of  losses  in  1995,  earnings  gains  or  losses  cannot  be  meaningfully  calculated 
on  a  percentage  basis  for  the  broadcasters,  eating  places,  or  petroleum  services  compa- 
nies. Because  of  projected  losses  in  1996  and  1997,  earnings  gains  or  losses  cannot 
be  meaningfully  calculated  on  a  percentage  basis  for  broadcasters. 

DATA  l/B/E/S  INTERNATIONAL  INC.,  STANDARD  &  POOR'S  COMPUSTAT 
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in  the  Scoreboard,  and  slightly  less 
than  Ford  (8.1)  and  General  Motors 
(7.8).  While  1995  was  a  bit  of  a  disap- 
pointment for  the  smallest  of  the  Big 
Three  auto  makers,  Chrysler  Corp. 
has  been  running  on  all  cylinders  this 
year,  racking  up  big  sales  for  its  mini- 
vans,  pickups,  and  sport-utility  vehi- 
cles. Will  1997  be  another  record-set- 
ting year?  It  depends  on  whether 
interest  rates  stay  at  current  levels, 
whether  the  yen  weakens  against  the 


dollar,  and  whether  Chrysler  faces 
stiffer  competition  in  its  key  lines,  in- 
formation that  the  Scoreboard  can't 
answer. 

Companies  unnoticed  by  institutional 
investors  can  provide  a  handsome  pay- 
off when  they  finally  get  some  atten- 
tion. But  also  look  at  the  number  of 
institutions  holding  stock.  If  there  are 
too  few,  the  price  could  be  adversely  af- 
fected if  one  decides  to  sell.  With  123 
different  institutional  stockholders,  Arco 


Chemical  is  widely  held  for  a  comp 
with  only  7%  institutional  holdings 
To  be  a  successful  investor,  you  n 
a  plan.  Going  with  your  gut  incra 
the  chances  that  you'll  end  up  with 
digestion.  Analyze  the  data,  look 
the  companies  you  plan  to  invest 
and  only  take  on  as  much  risk  as 
feel  comfortable  with.  Do  that,  and 
could  be  a  rewarding  year. 

By  Frederick  F.  Jespe 
in  New  I  " 


A  MENU  OF  INVESTMENT  OPPORTUNITIES 

Be  careful.  Although  the  numbers  seem  enticing,  unusually  high  or  low  percentages  may  be  a  sign  of  troubl 


HIGH  HOPES  FOR  EARNINGS 


THE  LOWEST  PRICE-EARNINGS  RATIOS 


STOCKS  SELLING  WAY  BELOW  BOOK  VALU 


Kit  I 

if?! 

re:  - 


These  companies'  earnings  are  forecast  to  Prices  of  these  stocks  compared  with  1997  Bargain  hunters,  take  note.  The  stock  prify 

move  smartly  in  1997.  earnings  may  suggest  unrecognized  values,  of  these  companies  as  a  percentage  of  boo  ^  v 

PERCENT  CHANGE  value  IS  very  low. 

1996-97  RATIO  PERCE 


FIELDCREST  CANNON 
SUNBEAM 

RELIANCE  GROUP  HOLDINGS 

SCIENTIFIC-ATLANTA 

PERKIN-ELMER 

CIRRUS  LOGIC 

YELLOW 

DELTA  AIR  LINES 
FHP  INTERNATIONAL 
EARTHGRAINS 


950%  LABORATORY  CORP.  OF  AMERICA 

923  COLLINS  &  AIKMAN 

900  THORN  APPLE  VALLEY 

811  CONTINENTAL  AIRLINES 

747  JOHN  ALDEN  FINANCIAL 

511  NORTHWEST  AIRLINES 

381  ARCADIAN 

324  CHRYSLER 

298  NIAGARA  MOHAWK  POWER 

272  STANDARD  COMMERCIAL 


6.4 
6.5 
6.5 


VENTURE  STORES 
WHX 

HECHINGER 
6.8     PAYLESS  CASHWAYS 

7.1  BAKER  (J.) 

7.2  NIAGARA  MOHAWK  POWER 

7.3  MUSICLAND  STORES 

7.4  FLEMING 

7.4     FIELDCREST  CANNON 
7.4     WEIRTON  STEEL 


the 


23 


NDUSTR 


58 

STSY  AVE 


COMPANIES  WITH  THE  HIGHEST  YIELD 


These  companies  pay  the  highest  annual 
dividends  as  a  percent  of  stock  price. 


PERCENT 


STOCKS  THE  INSTITUTIONS  RARELY  HOLD      I  WHERE  FORECASTERS  DISAGREE  THE  MOS 


Unpopular — or  just  overlooked?  Either 
way,  if  the  institutions  suddenly  take 
notice,  prices  could  rise. 


LONG  ISLAND  LIGHTING 

9.0% 

NORTHEAST  UTILITIES 

8.4 

MIDAMERICAN  ENERGY 

8.0 

PUBLIC  SERVICE  ENTERPRISE 

GROUP 

7.6 

CENTERIOR  ENERGY 

7.4 

BOSTON  EDISON 

7.3 

PP&L RESOURCES 

7.3 

CONSOLIDATED  EDISON 

CO.  OF  N.Y. 

7.2 

PECO  ENERGY 

7.1 

ENOVA 

7.0 

PERCENT  OF  SHARES 
HELD  BY  INSTITUTIONS 


NUMBER 
HOLDING 


DIAL 

MICRON  ELECTRONICS 
LINCOLN  ELECTRIC 
RYERSON  TULL 
SPIEGEL 

BANKERS  LIFE  HOLDING 
SOUTHLAND 
LIBERTY  FINANCIAL 
NGC 

ARCO  CHEMICAL  7 
AVG.  OF  900  COMPANIES  54 


1% 
1 
4 


Uncertainty  can  spell  opportunity.  The 
1996  earnings-per-share  estimates  are  al 
over  the  lot  for  these  stocks.  For  example: 
Estimates  for  WorldCom  range  from  a  j 
it  of  $1.26  to  a  loss  of  $1. 

CONSENSUS  FOR  1997      VARIAT  <r 

nruro  nrn  xiiinr    ■  it  rnnrlil  ! 

mm 


CENTS  PER  SHARE  IN  FORECA 


25     WEIRTON  STEEL 
27     NATIONAL  STEEL 
6  COMCAST 


19     405  S: 

 m 

79  260* 

:  OR  IN-EBS 


-11  255 


40     WLR  FOODS 


-21     233  t 


54     TRANS  WORLD  AIRLINES     41  217 


58  BETHLEHEM  STEEL  41 

42  WORLDCOM  23 

67  BOISE  CASCADE  53 

123  INTELLIGENT  ELECTRONICS  7 

356  WANG  LABORATORIES  5 


178 
1 


74 

1~7~2 

171 
160 


lis 

him 


r- 


DATA.  AS  OF  NOV  29,  l/B/E/S  INTERNATIONAL  INC  ,  STANDARD  &  POOR'S  COMPUSTAT,  A  DIVISION  OF  THE  McGRAW-HILL  COMPANIES 
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sary 


imber  of  the  month  in 
company's  fiscal  year  ends. 
VALUE  PER  SHARE:  Sum 

tmon  stock  at  nominal  bal- 
heet  value,  capital  surplus, 
tained  earnings  as  shown 
ipany  accounts,  divided  by 
ir  of  shares  outstanding. 
TIO:  Nov.  29  stock  price 
i  by  the  estimated  1996 
is. 

:ND  RATE:  Indicated  annu- 
nent  rate  based  on  the  lat- 
arterly  dividend  plus  any 


recurring  extra  or  special  yearend 
dividends. 

YIELD:  Indicated  annual  dividend 
as  a  percent  of  Nov.  29  stock 
price. 

SHARES  OUTSTANDING:  Millions 
of  common  shares  outstanding  as 
of  company's  latest  available 
financial  report,  excluding  trea- 
sury shares. 

MARKET  VALUE:  Percentage 
change  in  total  market  value  of 
the  company's  most  widely  held 
common-stock  issue  since  Jan.  1, 
1996. 

institutional  HOLDINGS:  Per- 
centage of  outstanding  common 


shares  held  by  banks,  insurance 
and  investment  companies,  col- 
leges, and  pension  funds,  and 
the  number  of  such  institutions. 
TURNOVER:  Percentage  of  out- 
standing shares  changing  hands 
in  1996. 

EARNINGS  PER  SHARE:  Primary 
earnings  per  share — net  income 
(including  proceeds  from  certain 
convertible  securities,  warrants, 
and  options  that  are  common- 
stock  equivalents,  but  excluding 
extraordinary  profit  or  loss  items) 
divided  by  the  number  of  common 
and  common-equivalent  shares. 


EARNINGS-PER-SHARE  ESTI- 
MATES: Analysts'  consensus  esti- 
mates for  1996  and  1997  com- 
piled by  l/B/E/S  International 
Inc.,  New  York,  N.Y.  I/B/E/S  is  a 
registered  trademark  of  l/B/E/S 
International  Inc.  Trend  estimate, 
based  on  pattern  of  past  five 
years,  compiled  by  Standard  & 
Poor's  Compustat. 
VARIATION:  The  percentage  by 
which  two-thirds  of  the  1997 
earnings  estimates  are  above 
or  below  the  average  estimate. 
The  lower  this  figure  is,  the 
more  analysts  agree  on  their 
estimates. 


EARNINGS  PER  SHARE 


1997  ESTIMATES 


BOOK 

P-E 

1996 

1996 
MARKET 

1996 

l/B/E/S 

BASED 

FROM  ANALYSTS 

RECENT 
SHARE 

VALUE 
PER 

RATIO 
1996 

DIVI- 
DEND 

YIELD 

% 

SHRS. 
OUT. 

VALUE 
CHANGE 

% 

INSIIIUIIONAL 
HOLDINGS 

TURN- 
OVER 

% 

1995 

1996 
ANALYST 

ON 
5-YR 

l/B/E/S 
CON- 

VARIA- 
TION 

% 

PANY 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS. 

% 

NUMBER 

ACTUAL 

EST. 

TREND 

SENSUS 

NDUSTRY  AVERAGE 

40 

16 

23 

0.72 

1.71 

147.6 

24 

54 

356 

94.7 

1.83 

2.28 

3.34 

2.71 

11.6 

EROSPACE &  DEFENSE 

STRY  AVERAGE 

67 

19 

22 

1.03 

1.41 

152.5 

26 

68 

590 

66.0 

1.98 

3.48 

3.39 

4.35 

5.3 

!AL  DYNAMICS 
TREAM  AEROSPACE 
IEE0  MARTIN 

12 
12 
12 
12 

99 
74 
24 
91 

29 
26 
-7 
31 

33 
17 
40 
17 

1.12 
1.64 
0.00 
1.60(c) 

1.13 
2.22 
0.00 
1.77 

339.8 
63.0 
44.2 

201.0 

25 
24 
NA 
16 

59 
58 
NA 
84 

1134 
350 
NA 

733 

81.4 
53.2 
NA 
57.9 

1.15  2.97 
3.92  4.25 
0.37  0.60 
3.05(b)  5.38 

1.51 
3.96 
NA 
5.09 

5.23 
4.47 
2.21 
6.23 

6.3 
4.7 
18.6 
1.9 

MNELL  DOUGLAS 
IROP  GRUMMAN 
STRAND 

D  TECHNOLOGIES 

12 
12 
12 
12 

53 
83 
39 
70 

14 
37 
8 
18 

14 
16 
17 
21 

0.48 
1.60 
0.68 
1.10 

0.91 
1.92 
1.74 
1.57 

212.9 
57.7 
60.8 

240.4 

9 
52 

9 
46 

53 
74 
75 
74 

493 
333 
301 
785 

52.9 
61.0 
90.5 
65.2 

-1.83 
5.11 
1.25 
2.85 

3.71 
5.23 
2.31 
3.40 

3.92 
3.06 
1.86 
4.32 

4.20 
5.81 
2.69 
3.93 

4.3 
2.4 
3.3 
1.1 

UTOMOTIVE 


STRY  AVERAGE 


32 


17      14     0.81      2.35    176.8      21      53      314      64.0     2.65     2.64    4.80     3.10  10.0 


URS &  TRUCKS 

P  AVERAGE 


40      22      11     1.45      3.15    553.5      19      47      650      78.8     4.32     3.97    8.48    4.43  21.6 


ILER 

MOTOR 

AL  MOTORS 

TAR  INTERNATIONAL 

iR 


12 
12 
12 
10 
12 


36 
33 
58 
10 
67 


16 
22 
29 
9 
35 


7 
9 
10 
13 
14 


1.60 
1.54 
1.60 
0.00 
2.50 


4.51 
4.70 
2.78 
0.00 
3.76 


713.5 
1185.0 

756.6 
73.7 
38.9 


21 
16 
10 
-11 
58 


55 
46 
60 
33 
42 


798 
1003 
1000 
206 
242 


102.1 
59.8 
67.7 
84.4 
79.9 


2.68(b)  4.92 
3.33(b)  3.50 
7.28  5.86 
1.83  0.74 
6.50  4.84 


7.89 
4.41 

10.83 
NA 

10.80 


4.86 
4.08 
7.40 
0.75 
5.08 


14.4 
11.5 
17.2 
45.3 
19.7 


\RTS  &  EQUIPMENT 

P  AVERAGE 


28 


15      15     0.58      2.10      40.7      26      54      167      57.4     1.99     2.09    3.45     2.56  6.1 


INDUSTRIES 

12 

24 

18 

14 

0.76 

3.20 

22.5 

45 

52 

123 

60.1 

0.80 

1.68 

1.45 

2.08 

8.2 

WARNER  AUTOMOTIVE 

12 

40 

26 

12 

0.60 

1.50 

23.6 

26 

86 

145 

64.2 

3.15 

3.34 

4.99 

4.35 

1.6 

INS  ENGINE 

12 

45 

32 

12 

1.00 

2.21 

39.5 

20 

61 

268 

67.8 

5.52 

3.71 

6.53 

3.84 

10.9 

12 

31 

13 

10 

1.00 

3.21 

101.8 

7 

64 

377 

45.8 

2.84 

3.00 

8.68 

3.08 

5.5 

IT  DIESEL 

12 

20 

13 

15 

0.00 

0.00 

24.7 

6 

22 

50 

26.0 

1.62 

1.29 

1.92 

1.21 

15.7 

08 

34 

16 

15 

0.88 

2.62 

61.4 

-7 

73 

363 

81.9 

2.60 

2.30* 

3.68 

2.73 

2.9 

AL-MOGUL 

12 

22 

12 

23 

0.48 

2.16 

35.1 

14 

57 

146 

116.8 

-0.53(b)  0.96 

NA 

1.37 

10.9 

IRP 

11 

19 

1 

13 

0.60 

3.24 

33.5 

51 

52 

122 

58.2 

1.17 

1.39 

1.49 

1.56 

2.6 

12 

36 

15 

15 

0.00 

0.00 

64.3 

41 

73 

173 

69.5 

1.79 

2.38 

NA 

3.07 

1.3 

DTECH 

12 

17 

7 

16 

0.20 

1.20 

55.4 

53 

19 

79 

25.7 

0.81 

1.05 

1.20 

1.58 

7.6 

OTES:  *  Actual,  not  estimated  data.  NA  =  not  available.  NM  =  not  meaningful,  (a)  Shares  outstanding  as  of  fiscal  yearend.  (b)  Actual  and  estimated  EPS  figures  are  fully  diluted,  (c)  Div- 
ate  excludes  a  nonrecurring  extra  or  special  yearend  dividend,  (d)  Company  pays  a  recurring  stock  dividend.  Data  compiled  by  Standard  &  Poor's  Compustat,  a  division  of  The  McGraw- 
npanies,  from  such  sources  as  statistical  services,  newspapers,  registration  statements,  and  company  reports  that  SPC  believes  to  be  reliable  but  that  are  not  guaranteed  by  either  SPC 
INESS  WEEK  as  to  correctness  or  completeness.  This  material  is  not  an  offer  to  buy  or  sell  any  security.  Additional  data:  l/B/E/S  International  Inc.,  Vickers  Stock  Research  Corp. 
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1996 
MARKET 

1997  ESTIMATES  j 

BOOK 

P-E 

1996 

1996 

l/B/E/S 

BASED 

FROM  ANALYST! 

RECENT 
SHARE 

VALUE 
PER 

RATIO 
1996 

DIVI- 
DEND 

YIELD 

% 

SHRS. 
OUT. 

VALUE 
CHANGE 

INSIIIUIIUNAL 
HOLDINGS 

TURN- 
OVER 

% 

1995 

1996 
ANALYST 

ON 
5-YR 

I/B/E/S 
CON- 

VARlJ 

ml 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

MILS 

% 

% 

NUMBER 

ACTUAL 

EST 

TREND 

SENSUS 

MODINE  MFG. 

03 

25 

12 

12 

0.68 

2.73 

29.8 

4 

35 

106 

50.1 

2.02 

2.14 

2.95 

2.60 

oivii  i  n  vh.  u.i 

1 2 

30 

20 

10 

0  68 

2  29 

20  9 

43 

48 

122 

33  6 

2  94 

3  11 

4.23 

3.47 

i 

STANDARD  PRODUCTS 

06 

23 

15 

26 

0.68 

2.97 

16.8 

30 

56 

95 

46.7 

1.20 

0.87* 

0.82 

2.35 

1 

(C)  TIRE  &  RUBBER 

GROUP  AVERAGE 

35 

17 

13 

0.73 

1.98 

119.2 

-5 

62 

434 

69.7 

2.69 

2.86 

4.86 

3.25 

COOPER  TIRE  &  RUBBER 

12 

21 

10 

15 

0.34 

1.66 

83.1 

-17 

59 

286 

73.4 

1.35 

1.34 

1.56 

1.65 

GOODYEAR  TIRE  &  RUBBER 

12 

49 

24 

11 

1.12 

2.31 

155.4 

8 

64 

581 

66.1 

4.02 

4.37 

8.15 

4.84 

2 

3  BANKS 

INDUSTRY  AVERAGE 

67 

29 

15 

1.62 

2.61 

167.3 

47 

46 

421 

58.3 

3.97 

4.61 

5.62 

5.19 

2 

(A)  BANKS  -  EAST 

GROUP  AVERAGE 

82 

36 

15 

1.90 

2.61 

205.8 

48 

56 

555 

71.9 

4.51 

5.88 

8.08 

6.65 

2 

BANK  OF  BOSTON 

12 

70 

30 

15 

1.76 

2.51 

115.6 

56 

65 

541 

117.9 

4.43(b)  4.71 

6.57 

5.66 

BANK  OF  NEW  YORK 

12 

36 

13 

15 

0.88 

2.45 

385.6 

43 

63 

632 

82.1 

2.15(b)  2.38 

4.36 

2.70 

BANKERS  TRUST  NEW  YORK 

12 

87 

55 

13 

4.00 

4.60 

81.5 

35 

59 

455 

118.4 

2.02(b)  6.69 

3.75 

7.45 

CHASE  MANHATTAN 

12 

95 

40 

13 

2.24 

2.37 

437.1 

62 

65 

1035 

94.5 

6.07(b)  7.35 

25.79 

8.43 

CITICORP 

12 

109 

39 

15 

1.80 

1.65 

470.5 

79 

62 

1049 

92.3 

6.48(b 

)  7.43 

14.35 

8.44 

CORESTATES  FINANCIAL 

12 

54 

18 

15 

1.68 

3.12 

221.9 

129 

47 

479 

48.1 

3.22 

3.61 

3.54 

4.38 

FIRST  EMPIRE  STATE 

12 

281 

131 

13 

2.80 

1.00 

6.7 

35 

38 

116 

12.0 

17.78(b)  20.94 

24.50 

23.24 

FLEET  FINANCIAL  GROUP 

12 

55 

23 

14 

1.80 

3.25 

263.4 

36 

58 

537 

63.9 

1.57 

3.96 

5.01 

4.86 

MBNA 

12 

40 

6 

20 

0.64 

1.59 

222.8 

64 

66 

571 

72.1 

1.54 

1.99 

2.38 

2.49 

MELLON  BANK 

12 

72 

26 

14 

2.40 

3.32 

129.4 

27 

57 

572 

81.2 

4.46(b)  5.14 

4.59 

5.71 

MORGAN  (J.  P.) 

12 

94 

56 

13 

3.24 

3.44 

185.9 

17 

60 

858 

80.0 

6.42 

7.46 

7.35 

7.85 

i 

PNC  BANK 

12 

40 

17 

13 

1.48 

3.75 

339.0 

22 

52 

559 

50.9 

1.19(b)  2.95 

2.21 

3.29 

REPUBLIC  NEW  YORK 

12 

88 

48 

13 

1.52 

1.72 

55.2 

39 

43 

308 

59.3 

4.59(b)  6.88 

6.79 

7.54 

STATE  STREET  BOSTON 

12 

68 

20 

19 

0.76 

1.12 

80.5 

47 

67 

378 

46.3 

2.95(b)  3.50 

3  91 

3.98 

• 

SUMMIT  BANCORP. 

12 

45 

20 

14 

1.44 

3.21 

91.6 

30 

37 

241 

59.7 

2.77 

3.27 

6.11 

3.68 

1 

GROUP  AVERAGE 

52 

20 

15 

1.34 

2.62 

167.8 

47 

41 

355 

48.4 

3.02 

3.40 

3.97 

3.84 

2 

damp  nwc 

A  Q 

1  O 

I  .otHQJ 

9 

A  9 

A  Q 

£79 

yio  Q 

2.91 

3.22 

3  £1 
J.DI 

BOATMEN'S  BANCSHARES 

12 

67 

22 

18 

1.68 

2.52 

156.9 

98 

37 

385 

99.7 

3.25 

3.66 

4.35 

4.03 

COMERICA 

12 

59 

21 

14 

1.56 

2.67 

114.6 

46 

49 

393 

56.6 

3.54 

4.06 

4.55 

4.55 

FIFTH  THIRD  BANCORP 

12 

70 

19 

22 

1.16 

1.66 

105.9 

51 

34 

301 

49.6 

2.91 

3.25 

3.88 

3.74 

FIRST  BANK  SYSTEM 

12 

73 

23 

15 

1.65 

2.26 

135.4 

56 

42 

411 

55.4 

4.19(b)  4.73 

5.49 

5.38 

] 

FIRST  CHICAGO  NBD 

12 

59 

27 

13 

1.44 

2.45 

317.7 

50 

56 

565 

56.6 

3.45 

4.36 

4.75 

4.93 

FIRST  OF  AMERICA  BANK 

12 

61 

29 

15 

1.88 

3.09 

60.8 

31 

31 

195 

34.8 

3.73 

4.07 

4.28 

4.49 

FIRSTAR 

12 

53 

22 

14 

1.52 

2.85 

75.0 

38 

36 

213 

33.2 

3.00 

3.87 

4.15 

4.57 

UIIMTIMTTnU  DAUPCUADCC 

HUNMNblUN  DAnLonAKtb 

12 

25 

10 

14 

0.80(d) 

3.22 

146.0 

14 

1 7 

loo 

oc  r\ 
ZO.U 

1.62 

1.81 

9  1  R 

9  nn 

KEYCORP 

12 

52 

22 

14 

1.52 

2.90 

231.0 

43 

43 

511 

41.9 

3.30 

3.71 

6.52 

4.20 

] 

MARSHALL  &  ILSLEY 

12 

34 

13 

17 

0.74 

2.18 

99.5 

39 

24 

143 

32.0 

1.90(b)  2.02 

1.84 

2.33 

MERCANTILE  BANCORPORATION 

12 

53 

24 

14 

1.64 

3.09 

63.3 

33 

32 

215 

43.4 

4.00 

3.71 

4.46 

4.25 

NATIONAL  CITY 

12 

46 

19 

14 

1.50 

3.23 

222  h 

114 

50 

445 

32.3 

2.95(b)  3.25 

3.72 

3.61 

NORTHERN  TRUST 

12 

36 

13 

17 

0.62 

1.71 

111.8 

31 

66 

280 

70.3 

1.85(b)  2.20 

2.41 

2.48 

] 

NORWEST 

12 

47 

15 

15 

1.08 

2.31 

370.2 

49 

52 

669 

41.7 

2.76 

3.10 

3.83 

3.50 

OLD  KENT  FINANCIAL 

12 

47 

21 

14 

1.36 

2.91 

46.9 

18 

28 

144 

51.8 

2.96 

3.39 

3.74 

3.77 

(C)  BANKS  -  SOUTH  &  SOUTHEAST 

GROUP  AVERAGE 

54 

24 

14 

1.43 

2.66 

137.7 

40 

40 

342 

53.1 

3.31 

3.88 

5.35 

4.26 

2 

AMSOUTH  BANCORPORATION 

12 

50 

25 

14 

1.60 

3.21 

56.6 

22 

39 

151 

40.6 

3.00 

3.46 

3.48 

3.73 

1 

BARNETT  BANKS 

12 

44 

17 

15 

1.08 

2.45 

191.1 

50 

44 

488 

55.7 

2.57(b)  2.87 

4.34 

3.17 

CRESTAR  FINANCIAL 

12 

70 

34 

14 

2.08 

2.99 

42.4 

17 

43 

230 

53.1 

4.12 

5.13 

8.43 

5.72 

FIRST  TENNESSEE  NATIONAL 

12 

39 

13 

14 

1.06 

2.75 

67.1 

27 

32 

209 

76.0 

2.42 

2.74 

3.30 

3.15 

FIRST  UNION 

12 

76 

32 

12 

2.32 

3.04 

282.0 

39 

43 

622 

48.4 

5.04 

6.27 

7.66 

6.93 

NATIONSBANK 

12 

104 

46 

13 

2.32 

2.24 

301.1 

63 

54 

844 

75.3 

7.04(b)  8.06 

16.18 

8.61 

REGIONS  FINANCIAL 

12 

54 

25 

14 

1.40 

2.61 

62.6 

72 

23 

200 

44.9 

3.75 

3.97 

4.72 

4.34 

SIGNET  8ANKING 

12 

30 

14 

15 

0.84 

2.78 

59.6 

28 

50 

182 

117.0 

1.86 

2.08 

2.02 

2.39 

SOUTHERN  NATIONAL 

12 

37 

15 

13 

1.08 

2.94 

103.4 

40 

18 

154 

25.6 

1.64(b)  2.75 

2.71 

2.98 

SOUTHTRUST 

12 

36 

18 

13 

0.88 

2.47 

95.9 

51 

37 

218 

51.6 

2.36 

2.68 

3.07 

2.98 

SUNTRUST  BANKS 

12 

51 

21 

18 

0.90 

1.77 

223.7 

46 

47 

373 

20.3 

2.47 

2.75 

3.18 

3.01 

WACHOVIA 

12 

60 

22 

16 

1.60 

2.67 

166.8 

28 

53 

435 

29.2 

3.50 

3.76 

5.06 

4.14 

(D)  BANKS  -  WEST  &  SOUTHWEST 

GROUP  AVERAGE 

93 

50 

14 

2.02 

2.50 

129.7 

57 

48 

418 

60.7 

6.46 

6.12 

4.20 

7.03 

3ANC0RP  HAWAII 

12 

44 

26 

13 

1.20 

2.75 

40.8 

20 

59 

185 

42.6 

2.90 

3.26 

3.20 

3.54 

"NKAMERICA 

12 

103 

51 

14 

2.16 

2.10 

358.8 

55 

57 

972 

81.8 

6.45(b)  7.31 

7.64 

8.17 

FIRST  SECURITY 

12 

32 

14 

14 

0.92 

2.84 

75.5 

27 

43 

171 

64.9 

1.57 

2.30 

2.36 

2.71 

S.  BANCORP 

12 

43 

18 

14 

1.24 

2.90 

155.6 

31 

49 

383 

89.6 

2.09 

3.05 

2.48 

3.37 

UNION''  NCAL 

12 

55 

39 

10 

1.40 

2.57 

54.8 

51 

13 

66 

15.3 

5.38 

5.53 

5.30 

6.14 

WELI  RGO 

12 

285 

149 

19 

5.20 

1.83 

92.9 

161 

67 

732 

70.3 

20.37 

15.25 

NM 

18.23 

— 

$8  BILLION 
STRONG. 


MARKET 
LEADERS. 

ACQUISITION 
EXPERTS. 

NOT 
INTO  TOYS. 


mm 


WE'RE  ALL  OF  THE  ABOVE. 


Not  surprisingly,  people  often 
confuse  Tyco  International  with 
that  other  Tyco,  the  fine  maker  of 
children's  toys.  We're  the  Tyco  that 
enjoys  leadership  positions  in  each 
of  its  four  business  segments.  We're 
the  Tyco  that's  increased  its  market 
capitalization  from  $400  million  to 
over  $8  billion  in  just  over  a  decade. 


that  has  a  compounded  income 
growth  rate  of  21%,  and  a  superb 
long-term  record  of  enhancing 
shareholder  value.  For  return  on 
investment  over  the  past  ten  years, 
this  Tyco  ranks  in  the  top  10%  of 
the  Fortune  500  —  a  better  record 
than  seven  of  Fortune's  ten  most 
admired  companies  of  1996. 


Of  course,  past  performance  does 
not  guarantee  future  results.  But  at 
Tyco,  earnings,  growth  and  perfor- 
mance are  what  we're  all  about.  To 
find  out  more,  please  write  PO  Box 
497,  Dept.  BW,  Exeter,  IMH  03833. 

tuca 

mm_  .international  ltd. 


Unleashing  The  Power  Within  \ 

http://www.tycoint  <|H^HHl 

sposable  and  Specialty  Products  Kendall' Armin' Ludlow  Flow  Control  AnvWCanvil'WinnValves'Hindle  Valves '  Neotecha  'J.B.  Smith  TYC 
e  and  Safety  Services  Gnnnell'ArtsuI'Mather  &  Piatt'  Mueller'  0'Donnell  Griffin  •  Total  Walther'Wormald'Thorn  Security  Earth  Tech  WWBI1 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1997  ESTIMATES  | 

BOOK 

P-E 

1996 

1996 
MARKET 

1996 

I/B/L7S 

BASED 

FROM  ANALYST! 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

VALUE 

INSIIIUIIUNAL 

TURN- 

1996 

ON 

I/B/L7S 

VARIA 

COMPANY 

SHARE 

PER 

1996 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1995  ANALYST 

5-YR. 

CON- 

nun 

FY 

PRICE 

SHARf 

EST 

RATE 

% 

MILS 

% 

:, 

NUMBER 

% 

ACTUAL 

EST. 

TREND 

SENSUS 

% 

4  CHEMICALS 

INDUSTRY  AVERAGE 

38 

13 

18 

0.84 

2.24 

101.9 

9 

59 

321 

74.3 

2.75 

2.46 

3.44 

2.82 

81 

AIR  PRODUCTS  &  CHEMICALS 

09 

70 

21 

19 

1.10 

1.58 

121.5 

31 

71 

601 

58.2 

3.29 

3.73* 

3.59 

3.75 

I  ] 

ALBEMARLE 

12 

18 

9 

19 

0.28 

1.54 

55.0 

-22 

41 

135 

46.9 

1.18 

0.96 

1.30 

1.21 

g 

ARCADIAN 

12 

25 

10 

8 

0.40 

1.58 

32.6 

40 

47 

74 

161.8 

3.08 

3.21 

NA 

3'42 

7 

ARCO  CHEMICAL 

12 

50 

21 

13 

2.80 

5.60 

96.8 

3 

7 

123 

6.8 

5.28 

3.83 

5.36 

4.16 

16 

CABOT 

09 

26 

10 

1 1 

0.40 

1.55 

71.4 

_4 

57 

211 

49.0 

2.02(b) 

2.42* 

3.40 

2.02 

g 

CYTEC  INDUSTRIES 

12 

37 

6 

19 

0.00 

0.00 

47.5 

69 

61 

199 

83.5 

1.43(b) 

1.95 

NA 

2.29 

1 

DEXTER 

12 

33 

16 

16 

0.88 

2.69 

23.8 

36 

79 

150 

49.6 

1.67 

1.99 

1.97 

2.26 

4 

DOW  CHEMICAL 

12 

84 

32 

11 

3.00 

3.58 

243.0 

15 

58 

924 

72.7 

7.03 

7.70 

9.38 

7.97 

14 

DUPONT 

12 

94 

17 

14 

2.28 

2.42 

562.1 

37 

58 

1 176 

44.1 

5.61 

6.59 

8  39 

7.11 

3 

EASTMAN  CHEMICAL 

12 

57 

21 

1 1 

1.76 

3.08 

77.7 

-11 

60 

570 

98.2 

6.78 

5.06 

NA 

4.80 

7 

ENGELHARD 

12 

20 

6 

19 

0.36 

1.85 

143.9 

-10 

41 

324 

37.3 

0.96 

L03 

1.04 

1.27 

3 

ETHYL 

12 

9 

4 

12 

0.50 

5.63 

118.4 

-28 

42 

189 

40.2 

0.62 

0.77 

0.47 

0.87 

3 

FERRO 

12 

29 

13 

16 

0.62 

2.15 

26.5 

22 

65 

132 

39.2 

1.56(b) 

1.82 

4.65 

2.09 

FREEPORT-McMORAN 

12 

31 

6 

20 

0.36 

1.18 

25.0 

-26 

65 

149 

118.9 

1.92 

1.54 

1.17 

2.32 

FULLER  (H.  B.) 

11 

47 

23 

18 

0.66 

1.40 

14.1 

36 

47 

105 

82.0 

2.22 

2.57 

2.42 

2.79 

GEON 

12 

19 

8 

33 

0.50 

2.65 

24.6 

-23 

84 

94 

72.5 

1.24 

0.57 

1.35 

1.21 

30 

GEORGIA  GULF 

12 

27 

0 

14 

0.32 

1.17 

34.7 

-17 

67 

130 

70.5 

4.73 

1.96 

3.48 

2  77 

1 

GOODRICH  (B.F.) 

12 

45 

19 

20 

1.10 

2.45 

53.7 

35 

75 

322 

65.1 

2.15 

2.20 

8.62 

2.48 

GRACE  (W.  R.) 

12 

53 

13 

22 

0.50 

0.95 

93.5 

NA 

18 

26 

158.7 

NA 

2.42 

NA 

3.48 

4 

GREAT  LAKES  CHEMICAL 

12 

54 

23 

12 

0.60 

1.12 

64.9 

-25 

74 

442 

84.9 

4.52 

4.39 

5.61 

4.70 

4 

HANNA  (M.A.) 

12 

21 

10 

17 

0.42 

1.99 

51.8 

13 

62 

184 

49.2 

1.19(b) 

1.25 

1.61 

1.44 

2 

HERCULES 

12 

49 

9 

16 

0.92 

1.90 

102.9 

-18 

77 

463 

94.4 

2.93 

2.99 

4.9i 

3.49 

3 

IMC  GLOBAL 

06 

36 

13 

23 

0.32 

0.89 

92.3 

37 

80 

355 

161.8 

2.15 

1.56* 

1.74 

2.86 

6 

INTERNATIONAL  FLAVORS  &  FRAGRANCES 

12 

46 

10 

22 

1.36 

2.99 

110.5 

-6 

53 

508 

49.4 

2.24 

2.05 

2.45 

2.37 

7 

LUBRIZOL 

LYONDELL  PETROCHEMICAL 
MONSANTO 

MORTON  INTERNATIONAL 


12 
12 
12 
06 


31  14  14 

23  5  17 

40  7  27 

40  12  18 


1.00 
0.90 
0.60 
0.60 


3.25 
4.00 
1.50 
1.49 


60.2  6 

80.0  -2 

582.2  65 

142.5  9 


65  253 

50  140 

63  860 

60  575 


85.7 
64.0 
71.7 
66.2 


2.37  2.17 

4.86  1.30 

1.27  1.49 

1.96  2.24* 


2.52 
2.25 
2.01 
2.64 


2.39  4 

2.64  39 

1.77  2 

2.62  1 


NALCO  CHEMICAL 

12 

38 

9 

20 

1.00 

2.62 

67.4 

27 

73 

330 

59.2 

1.71(b) 

1.87 

1.66 

2.09 

2 

NL  INDUSTRIES 

12 

10 

-4 

48 

0.40 

4.16 

51.1 

-21 

13 

72 

18.1 

1.66 

0.20 

NA 

-0.01 

N 

OLIN 

12 

40 

17 

13 

1.20 

3.01 

50.0 

9 

65 

274 

110.5 

2.67(b)  3.12 

NA 

3.28 

PRAXAIR 

12 

49 

11 

23 

0.38 

0.78 

156.4 

61 

73 

531 

63.5 

1.82 

2.09 

3.11 

2  59 

I 

ROHM  &  HAAS 

12 

80 

25 

15 

1.80 

2.26 

64.0 

18 

73 

357 

66.6 

4.22 

5.34 

5.80 

5.94 

SCHULMAN  (A.) 

08 

24 

11 

21 

0.38 

1.60 

37.8 

6 

62 

169 

75.6 

1.43 

1.12* 

1.25 

1.42 

1 

TERRA  INDUSTRIES 

12 

15 

8 

8 

0.16 

1.10 

75.8 

-4 

26 

118 

53.8 

2.01 

1.71 

3.42 

1.81 

UNION  CARBIDE 

12 

46 

16 

11 

0.75 

1.63 

127.4 

16 

62 

511 

121.5 

5.83(b)  4.19 

9.92 

4.71 

101 

WELLMAN 

12 

16 

20 

21 

0.32 

1.98 

31.7 

-33 

74 

175 

105.8 

2.20 

0.78 

1.25 

1.29 

18 

WITCO 

12 

30 

17 

25 

1.12 

3.69 

56.6 

4 

73 

234 

67.9 

1.78 

1.22 

1.41 

1.63 

11 

5  CONGLOMERATES 

INDUSTRY  AVERAGE 

42 

13 

23 

0.78 

1.89 

198.8 

10 

56 

436 

61.4 

1.65 

2.23 

2.79 

2.56 

6 

ALCO  STANDARD 

09 

52 

14 

46 

0.56 

1.08 

129.7 

30 

55 

487 

77.2 

1.81 

1.12* 

1.21 

2.31 

1 

ALLEGHENY  TELEDYNE 

12 

23 

5 

17 

0.64(c) 

2.74 

174.2 

NA 

24 

76 

52.0 

NA 

1.36 

NA 

1.59 

17  I 

ALLIEDSIGNAL 

12 

73 

14 

20 

0.90 

1.23 

282.8 

54 

81 

750 

53.5 

3.09 

3.60 

4.24 

4.17 

1 

ANIXTER  INTERNATIONAL 

12 

17 

' 

23 

0.00 

0.00 

49.1 

-16 

55 

108 

56.5 

0.71 

0.74 

1.34 

0.99 

6  1 

GENERAL  ELECTRIC 

12 

104 

18 

24 

1.84 

1.77 

1646.4 

43 

49 

1718 

31.6 

3.90 

4.39 

4.86 

4.93 

l| 

HARCOURT  GENERAL 

10 

55 

14 

21 

0.72 

1.32 

71.1 

28 

57 

357 

46.2 

2.31 

2.61 

2.74 

2.96 

'  2f 

in  INDUSTRIES 

12 

23 

6 

13 

0.60 

2.57 

118.1 

-2 

62 

393 

92.1 

0.03 

1.87 

0.17 

2.20 

6t 

OGDEN 

12 

19 

11 

15 

1.25 

6.45 

49.7 

-9 

59 

262 

81.9 

0.15 

1.32 

0.50 

1.51 

2 

PALL 

07 

26 

6 

22 

0.49 

1  88 

115.0 

-2 

64 

416 

61.9 

1.04 

1.21* 

1.27 

1.40 

2% 

PREMARK  INTERNATIONAL 

12 

24 

13 

17 

0.32 

1.32 

62.3 

-51 

71 

303 

117.8 

1.24 

1.42 

2.50 

1.64 

j  In 

ROCKWELL  INTERNATIONAL 

09 

64 

19 

17 

1.16 

1.81 

218.3 

22 

37 

584 

47.7 

3.36(b)  3.79 

3.97 

3.58 

TENNECO 

12 

51 

21 

15 

1.80 

3.53 

170.9 

0 

67 

570 

56.9 

2.75 

3.44 

3.54 

3.46 

14S" 

TEXTRON 

12 

95 

37 

17 

1.76 

1.85 

82.8 

38 

61 

510 

52.5 

5.51 

5.59 

6.52 

6.46 

ii 

TRIARC 

12 

11 

0 

76 

0.00 

0.00 

29.9 

3 

13 

46 

38.1 

-1.24 

0.15 

NA 

0.48 

35  H 

TRW 

12 

49 

18 

14 

1.24(c) 

2.55 

127  0 

25 

53 

462 

49.9 

3.31(b)  3.46 

4.71 

3.84 

2  111 

U.S.  INDUSTRIES 

09 

30 

9 

16 

0.00 

0.00 

51.5 

56 

76 

166 

55.3 

-1.17 

1.81* 

NA 

2.08 

2 1.1 

VIAD 

12 

16 

5 

19 

0.32 

2.03 

95.6 

-46 

55 

278 

86.2 

0.00 

0.85 

2.66 

0.98 

2§ 

WHITMAN 

12 

23 

6 

17 

0.42 

1.83 

103.7 

-2 

71 

354 

48.0 

1.26 

1.39 

1.55 

1.56 

l!' 

6  CONSUMER  PRODUCTS 

INDUSTRY  AVERAGE 

41 

11 

26 

0.77 

1.76 

213.0 

25 

54 

388 

76.1 

1.18 

2.06 

2.40 

2.49 

6 

(A)  APPAREL 

GROUP  AVERAGE 

36 

11 

17 

0.43 

1.46 

66.1 

29 

65 

263 

93.2 

0.40 

2.11 

1.67 

2.49 

iL 

BROWN  GROUP 

01 

19 

13 

15 

1.00 

5.26 

18.0 

34 

54 

166 

101.6 

0.04 

1.30 

0.37 

1.75 

oft 

FRUIT  OF  THE  LOOM 

12 

36 

13 

19 

0.00 

0.00 

76.9 

49 

77 

257 

76.9 

-2.99 

1.85 

1.42 

2.39 

8 

KELLWOOD 

04 

18 

16 

11 

0.60 

3.33 

21.3 

-11 

72 

129 

74.8 

1.32 

1.71 

1.26 

1.90 

N 

LIZ  CLAIBORNE 

12 

42 

4 

20 

0.45 

1.06 

71.3 

49 

78 

382 

119.7 

1.69 

2.10 

1.40 

2.41 

2 

NIKE 

05 

57 

9 

22 

0.30 

0.53 

288.0 

64 

47 

637 

100.9 

1.89 

2.56 

2.60 

3.05 

2|L 

NINE  WEST  GROUP 

01 

47 

9 

19 

0.00 

0.00 

35.7 

28 

71 

230 

128.8 

0.53 

2.54 

1.38 

2.99 

i, . 

!  LIPS-VAN  HEUSEN 

01 

13 

10 

18 

0.15 

1.17 

27.0 

31 

52 

98 

44.8 

0.01 

0.71 

0.09 

0.89 

7 

■3K  INTERNATIONAL 

12 

38 

6 

18 

0.30 

0.79 

55.6 

0 

86 

332 

198.4 

2.07 

2.14 

2.43 

2.59 

4! 
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Twentieth  Century  International  Discovery  fund 

Drmerly  International  Emerging  Growth)  was  ranked 
International  Small  Company  Fund  by  Lipper  for 
e  one  year  (#1  of  12  funds)  and  life  of  fund  (#1  of  9 
nds)  time  periods  ended  9/30/96.' 
These  rankings  help  illustrate  how  Twentieth 
mtury's  equity  investment  strategy,  which  has 
)rked  so  well  for  our  domestic  funds,  can  be  applied 
the  global  marketplace.  Our  sophisticated,  "bottom- 
)"  investment  approach  uses  a  proprietary  system 
research  thousands  of  companies  around  the  world 
identify  those  with  accelerating  growth.  Then, 
ir  portfolio  team  carefully  scrutinizes  these  compa- 
es  to  identify  rising  stars  whose  stock  we  believe 
11  increase  in  value. 


Even  though  international  investments  are  subject 
to  special  risks  such  as  currency  fluctuation  or  economic 
instability,  they  can  offer  significant  opportunities  for 
growth.  Call  us  today  to  find  out  how  an  investment  in 
our  International  Discovery  fund  can  enhance  your 
portfolio  with  a  world  of  investment  opportunities. 
$10,000  minimum. 


1-800-345-2021 

http://www.twentieth-century.com 


more  complete  information,  including  charges,  expenses  and  minimums,  write  or  call  toll  free  for  an  information  kit  and  prospectus.  Please  read  the  prospectus  carefully  before  investing.  Or  visit 
Web  site  to  download  or  view  a  prospectus  online. '  Lipper  Analytical  Service  rankings  ore  based  on  totol  returns  with  oil  dividends  reinvested.  !Doto  quoted  is  for  Investor  Class  shares  and  represents  post  performance  assuming 
estment  of  all  distributions  Other  share  classes  available  Past  performance  is  no  guarantee  of  future  results  Investment  return  and  principal  volue  will  fluctuate  and  redemption  value  may  be  more  or  less  than  original  cost.  'Upper  International 
ll  Company  fund  overage,  source  Upper  Analytical  Services,  Inc  'The  Morgan  Stanley  Euiope,  Australia,  For  Eost  (EAFE)  Index  is  o  widely  followed  group  of  stocks  from  20  international  markers  and  is  not  available  for  purchase.  P.O  Box  4 1 9200, 
as  City,  M0  64141-6200  twentieth  Century  Secunnes,  Inc.,  ©1996  Twentieth  Century  Services,  Inc  P.SW 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


COMPANY 

FY 

RECENT 
SHARE 
PRICE 

BOOK 
VALUE 
PER 
SHARE 

P-E 
KAMI) 
1996 
EST. 

f 

1996 
DIVI- 
DEND 
RATE 

YIELD 

% 

SHRS. 
OUT. 
MILS 

1996 
MARKET 

VALUE 
CHANGE 

% 

RUSSELL 

12 

29 

17 

14 

0.52 

1.81 

38.2 

2 

VF 

12 

68 

30 

15 

1.44 

2.12 

63.5 

29 

WESTPOINT  STEVENS 

12 

30 

-16 

17 

0.00 

0.00 

31.1 

45 

1997  ESTIMATE 


INSTITUTIONAL 
HOLDINGS 
%  NUMBER 
47,  206 
81  367 
47  94 


1996 
TURN- 
OVER 

% 


l/B/E/S 
1996 
1995  ANALYST 
ACTUAL  EST. 


BASED 
ON 
5-YR. 
TREND 


FROM  ANAU 


l/B/E/S  VI 
CON-  1 
SENSUS 


43.7 
42.7 
92.6 


1.38  2.06 
2.41  4.50 
-3.97  1.76 


1.87 
3.91 
NA 


2.33 
4.93 
2.14 


(BS  APPLIANCES  &  HOME  FURNISHINGS 


GROUP  AVERAGE 

29 

12 

36 

0.48 

1.26 

66.6 

18 

63 

231 

110.0 

1.05 

1.54 

2.28 

2.04  1 

ARMSTRONG  WORLD  INDUSTRIES 

12 

75 

19 

15 

1.60 

2.13 

41.3 

36 

71 

319 

80.2 

-0.02(b)  4.97 

7.79 

5.58 

BEST  BUY 

02 

13 

10 

17 

0.00 

0.00 

43.2 

-21 

32 

106 

266.8 

1.10 

0.74 

1.44 

1.00 

CIRCUIT  CITY  STORES 

02 

33 

11 

20 

0.14 

0.42 

97.9 

22 

77 

431 

124.0 

1.82 

1.71 

2.33 

2.05 

FURNITURE  BRANDS  INTERNATIONAL 

12 

12 

7 

15 

0.00 

0.00 

61.4 

69 

92 

103 

54.3 

0.67 

0.82 

0.38 

0.99 

HEILIG-MEYERS 

02 

14 

11 

16 

0.28 

2.02 

48.6 

-24 

77 

168 

125.0 

0.84 

0.85 

1.06 

1.15 

LEGGETT  &  PLATT 

12 

31 

9 

17 

0.48 

1.57 

91.4 

38 

48 

234 

25.0 

1.59 

1.79 

2.50 

2.04 

LEVITZ  FURNITURE 

12 

19 

6 

12 

0.56 

2.93 

100.6 

-10 

58 

290 

69.2 

-0.14 

1.58 

1.81 

1.80 

SUNBEAM 

12 

28 

7 

213 

0.04 

0.14 

84.3 

86 

68 

144 

131.2 

0.61 

0.13 

0.27 

1.33 

TANDY 

12 

42 

24 

17 

0.80 

1.89 

58.9 

-3 

57 

327 

139.4 

3.12 

2.43 

2.84 

3.10 

WHIRLPOOL 

12 

50 

26 

21 

1.36 

2.72 

74.3 

-6 

82 

382 

92.3 

2.80 

2.36 

2.43 

3.26 

(C)  BEVERAGES 


GROUP  AVERAGE 

39 

9 

30 

0.59 

1.62 

796.8 

25 

44 

660 

46.3 

1.33 

1.52 

1.83 

1.75 

ANHEUSER-BUSCH 

12 

42 

8 

19 

0.96 

2.27 

499.3 

25 

59 

780 

45.2 

1.72 

2.22 

2.08 

2.44 

BROWN-FORMAN 

04 

47 

9 

19 

1.04 

2.24 

69.0 

27 

37 

220 

12.6 

2.31 

2.48 

2.65 

2.70 

COCA-COLA 

12 

51 

3 

37 

0.50 

0.98 

2489.0 

37 

48 

1208 

29.4 

1.19 

1.39 

1.64 

1.64 

COCA-COLA  ENTERPRISES 

12 

45 

11 

59 

0.10 

0.22 

125.3 

65 

33 

175 

47.8 

0.62 

0.77 

NA 

1.04 

COORS  (ADOLPH) 

12 

20 

19 

20 

0.50 

2.52 

37.9 

-10 

30 

194 

76.6 

1.13 

1.01 

1.39 

1.19 

PEPSICO 

12 

30 

5 

24 

0.46 

1.52 

1560.0 

7 

56 

1380 

66.0 

1.00 

1.24 

1.39 

1.51  1 

(D)  PERSONAL  CARE 

GROUP  AVERAGE 

62 

7 

33 

0.95 

1.41 

181.5 

38 

39 

466 

45.7 

1.86 

2.33 

3.42 

2.75 

ALBERTO-CULVER 

09 

48 

15 

21 

0.36 

0.76 

27.8 

38 

17 

177 

27.0 

1.89 

2.22* 

2.49 

2.37 

AVON  PRODUCTS 

12 

56 

1 

24 

1.16 

2.08 

132.8 

45 

81 

483 

70.2 

2.10 

2.36 

2.64 

2.71 

CLOROX 

06 

104 

18 

24 

2.32 

2.23 

51.3 

44 

47 

454 

66.9 

3.78 

4.28* 

6.62 

4.77 

COLGATE-PALMOLIVE 

12 

93 

13 

22 

1.88 

2.03 

146.9 

33 

60 

798 

59.4 

1.04 

4.20 

3.89 

4.82 

DIAL 

12 

14 

1 

20 

0.32 

2.25 

95.3 

NA 

1 

4 

NA 

NA 

0.72 

NA 

0.87 

ECOLAB 

12 

39 

8 

22 

0.56 

1.44 

64.4 

29 

52 

250 

25.6 

1.50 

1.73 

1.89 

1.98 

ESTEE  LAUDER 

06 

50 

4 

57 

0.34 

0.68 

117.3 

43 

10 

151 

25.9 

NA 

0.88* 

NA 

1.40 

GILLETTE 

12 

74 

7 

34 

0.72 

0.97 

446.0 

42 

63 

1014 

54.2 

1.85 

2.19 

2.50 

2.60 

PROCTER  &  GAMBLE 

06 

109 

17 

25 

1.80 

1.66 

681.9 

30 

46 

1275 

36.4 

3.71 

4.29* 

3.91 

4.85 

REVLON 

12 

31 

-11 

79 

0.00 

0.00 

51.1 

NA 

11 

58 

NA 

-0.98 

0.39 

NA 

1.16 

(E)  TOBACCO 

GROUP  AVERAGE 

40 

15 

14 

1.68 

3.66 

218.4 

15 

55 

487 

56.6 

1.73 

2.90 

3  08 

3.43 

AMERICAN  BRANDS 

12 

48 

21 

15 

2.00 

4.19 

]  /o  ;j 

3 

52 

571 

43.0 

2.84(b) 

3.11 

2.94 

3.42 

DIMON 

06 

21 

8 

21 

0.60 

2.89 

42.4 

30 

43 

123 

30.0 

-0.65(b)  0.98* 

1.08 

1.81  I 

PHILIP  MORRIS 

12 

103 

18 

13 

4.80 

4.65 

815.4 

12 

61 

1587 

75.3 

6.51 

7.66 

7.92 

8.90 

RJR  NABISCO  HOLDINGS 

12 

32 

36 

12 

1.85 

5.78 

269.9 

3 

66 

414 

116.1 

1.58 

2.59 

2.49 

2.94 

STANDARD  COMMERCIAL 

03 

14 

9 

9 

0.00(d) 

0.00 

9.5 

44 

41 

35 

31.6 

-1.08 

1.44 

NA 

1.88 

UNIVERSAL 

06 

29 

12 

14 

1.02 

3.55 

35.1 

18 

63 

172 

38.4 

0.73 

2.04* 

1.14 

2.36 

UST 

12 

33 

2 

13 

1.48 

4.54 

186.2 

-4 

61 

510 

61.5 

2.16 

2.45 

2.88 

2.72 

7  CONTAINERS  &  PACKAGING 


JNDUSTR*  AVERAGE 

(A)  GLASS,  METAL  &  PLASTIC 


29      14     20     0.66      2.02      78.4      19      51      235      69.2     2.40     1.31    2.10  1.58 


5  » 


GROUP  AVERAGE 

32 

16 

17 

0.53 

1.45 

93.1 

32 

56 

270 

66.7 

0.50 

1.76 

1  59 

2.34 

BALL 

12 

25 

20 

16 

0.60 

2.45 

30.6 

-10 

65 

252 

85.0 

-0.72 

1.51 

1.57 

2.15 

CROWN  CORK  &  SEAL 

12 

53 

24 

24 

1.00 

1.89 

128.2 

80 

52 

419 

77.6 

0.83 

2.19 

1.46 

3.15 

OWENS-ILLINOIS 

12 

19 

6 

12 

0.00 

0.00 

120.4 

28 

50 

140 

37.6 

1.40 

1.58 

1.73 

1.73 

(B)  PAPER 

GROUP  AVERAGE 


27 


13     21     0.71      2.24      72.9      13      49      222      70.1     3.11     1.15    2.40  1.30 


BEMIS 

12 

Hi-, 

10 

19 

0.72 

2.02 

52.4 

38 

49 

270 

31.7 

1.63 

1.84 

2.00 

2.10 

GAYLORD  CONTAINER 

09 

6 

2 

29 

0.00 

0.00 

54.2 

-21 

18 

71 

154.5 

2.44 

0.22* 

NA 

-0.39 

JEFFERSON  SMURFIT 

12 

14 

-4 

13 

0.00 

0.00 

111.0 

42 

49 

72 

25.2 

2.23 

1.04 

NA 

0.84 

LONGVIEW  FIBRE 

10 

18 

9 

20 

0.64(c) 

3.51 

51.7 

12 

42 

140 

26.4 

1.47 

0.92 

1.54 

1.08 

SONOCO  PRODUCTS 


12 


27 


16  0.66 


2.42 


90.1 


33 


249 


22.9 


1.72      1.75     2.05     1.98  i 
-  H| 


STONE  CONTAINER 

12 

15 

8 

NM 

0.60 

3.90 

99.2 

7 

57 

250 

152.1 

3.89(b) 

-0.71 

NA 

-0.55 

TEMPLE-INLAND 

12 

54 

36 

21 

1.28 

2.38 

55.4 

22 

68 

325 

87.1 

5.01 

2.54 

3.25 

3.10 

UNION  CAMP 

12 

49 

31 

32 

1.80 

3.66 

69.6 

4 

75 

396 

60.8 

6.45 

1.56 

3.16 

2.22 

8  DISCOUNT  &  FASHION  RETAILING 


INDUSTRY  AVERAGE 

26 

11 

46 

0.18 

0.54 

147.3 

36 

59 

284 

125.4 

0.52 

1.31 

1.78 

1.63 

1 

AUTOZONE 

08 

25 

6 

22 

0.00 

0  00 

150.1 

-13 

67 

332 

111.1 

0.93 

1.11* 

1.52 

1.35 

BAKER  (J.) 

01 

6 

13 

13 

0.06 

0.96 

13.9 

9 

74 

69 

194.6 

-2.79(b)  0.50 

0.71 

0.80 

SARNES  &  NOBLE 

01 

31 

12 

22 

0.00 

0.00 

33.0 

8 

55 

140 

106.3 

-1.70 

1.45 

NA 

1.82 

BORDERS  GROUP 

01 

37 

12 

28 

0.00 

0.00 

37.8 

99 

78 

208 

127.5 

-5.06 

1.29 

NA 

1.61 

BURLINGTON  COAT  FACTORY  WAREHOUSE 

06 

12 

10 

17 

0.00 

0.00 

41.2 

18 

29 

81 

31.6 

0.37 

0.71* 

0.63 

0.90 

CARSON  PIRIE  SCOn 

01 

26 

20 

11 

0.00 

0.00 

16.1 

28 

86 

110 

66.1 

3.75 

2.30 

NA 

2.48 

CHARMING  SHOPPES 

01 

5 

4 

513 

0.00 

0.00 

104.8 

81 

66 

225 

204.3 

-1.35 

0.01 

0.01 

0.27 

ESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1997  ESTIMATES 


PANY 

FY 

RECENT 
SHARE 
PRICE 

BOOK 
VALUE 
PER 
SHARE 

P-E 
RATIO 
1996 
EST, 

1996 
DIVI- 
DEND 
RATI 

YIELD 

% 

SHRS 
OUT. 
MILS 

1996 

MARKFT 

VALUE 
CHANGE 

% 

INSTITUTIONAL 
HOLDINGS 
%  NUMBER 

l  'i'ii 
TURN- 
OVER 

% 

1995 
ACTUAL 

l/B/E/S 
1996 

ANALYST 
EST. 

BASED 
ON 
5-YR. 
[REND 

FROM  ANALYSTS 
l/B/E/S  VARIA- 
CON-  TION 
SENSUS  % 

1LIDATED  STORES 

01 

37 

11 

19 

0.00 

0  00 

53.3 

92 

90 

244 

103.3 

1.32 

1.98 

2.51 

2.42 

2.1 

IRATE  EXPRESS 

02 

28 

8 

37 

0.00 

0.00 

70.9 

31 

79 

274 

235.2 

0.04 

0.75 

NA 

1.12 

1 .8 

N HUDSON 

01 

39 

17 

17 

0.64 

1.65 

216.9 

56 

81 

535 

126.0 

1.30(b)  2.30 

2.09 

2.71 

4.4 

10  DEPARTMENT  STORES 

01 

31 

23 

13 

0.16 

0.52 

113.6 

8 

70 

438 

99.2 

1.48 

2.28 

2.00 

2.63 

7.6 

R  GENERAL 

01 

29 

6 

23 

0.20 

0.70 

76.2 

83 

66 

229 

96.9 

1.00 

1.26 

1.87 

1.55 

3.2 

i  DOLLAR  STORES 

08 

19 

8 

18 

0.44 

2.33 

56.8 

37 

57 

138 

59.1 

1.03 

1.07* 

1.22 

1.23 

2.4 

ATFD  DEPARTMENT  STORES 

01 

34 

21 

16 

0.00 

0.00 

207.8 

28 

90 

634 

123.1 

0.39 

2.07 

1.07 

2.56 

5.1 

<HUT 

12 

13 

12 

11 

0.16 

1.28 

46.2 

-9 

83 

158 

72.2 

1.05 

1.14 

1.07 

1.39 

7.2 

01 

32 

6 

20 

0.30 

0.93 

283.4 

51 

48 

531 

112.6 

1.23 

1.59 

1.71 

1.85 

2.7 

NGER 

01 

3 

10 

NM 

0.00 

0.00 

42.2 

-37 

27 

59 

162.5 

-1.84 

-0.26 

NA 

0.1 1 

90.9 

DEPOT 

01 

52 

1 1 

27 

0.24 

0.46 

479.1 

10 

56 

1006 

72.0 

1.54 

1.92 

2.48 

2.36 

1.3 

SHOPPING  NETWORK 

12 

11 

2 

45 

0.00 

0.00 

99.0 

36 

42 

134 

65.8 

-0.69 

0.25 

NA 

0.45 

15.6 

UE  BRANDS 

01 

16 

1 

16 

0.48 

2.95 

252.7 

10 

15 

152 

38.9 

0.92 

1.04 

NA 

1.23 

5.7 

r 

01 

11 

1 1 

31 

0.00 

0.00 

483.9 

63 

48 

406 

182.8 

-1.08 

0.35 

0.22 

0.69 

24.6 

■ 

01 

40 

6 

29 

0.00 

0.00 

73.9 

53 

71 

271 

63.5 

0.99 

1.37 

2.01 

1.63 

1.2 

'  END 

01 

27 

6 

20 

0.00 

0.00 

32.8 

95 

22 

100 

42.2 

0.89 

1.35 

1.30 

1.58 

12.0 

I  MEDIA 

12 

25 

10 

104 

0.00 

0.00 

167.0 

-5 

61 

319 

91.7 

-0.34 

0.24 

NA 

0.11 

45.5 

D 

01 

18 

6 

16 

0.40 

2.22 

271.0 

-20 

48 

417 

89.4 

2.68 

1.15 

1.74 

1.32 

6.1 

S 

01 

41 

12 

25 

0.20 

0.49 

172.6 

30 

55 

409 

100.4 

1.36(b) 

1.65 

5.28 

1.98 

4.5 

pn*  nT»ar  ht  CTnnrc 

EPARTMENT  STORES 

01 

49 

16 

17 

1.16 

2.38 

251.9 

17 

70 

788 

54.2 

2.61(b)  2.89 

3.25 

3.22 

2.5 

'NTILE  STORES 

01 

50 

41 

13 

1.14 

2.27 

36.8 

9 

41 

292 

56.1 

3.35 

3.73 

3.62 

4.02 

2.0 

1  (FRED) 

01 

34 

22 

17 

0.00 

0.00 

26.7 

49 

39 

129 

95.4 

1.07 

2.00 

0.89 

2.45 

4.1 

ELS  STORES 

01 

10 

14 

NM 

0.00 

0.00 

23.5 

-19 

54 

92 

284.4 

-0.95 

-1.25 

NA 

0.77 

27.3 

WAREHOUSE 

12 

25 

1 1 

18 

0.00 

0.00 

34.3 

-37 

72 

190 

390  o 

1.48 

1.38 

4.34 

1.72 

2.3 

N  MARCUS  GROUP 

07 

35 

2 

28 

0.00 

0.00 

38.0 

48 

31 

80 

52.4 

1.01 

1.26* 

NA 

1.74 

5.7 

TROM 

01 

44 

18 

21 

0.50 

1.15 

81.4 

7 

52 

353 

204.4 

2.02 

2.08 

2.35 

2.54 

8.3 

DEPOT 

12 

20 

7 

23 

0.00 

0.00 

157.1 

1 

66 

358 

221.4 

0.85 

0.85 

1.72 

1.05 

7.6 

MAX 

01 

15 

8 

24 

0.00 

0.00 

123.6 

-3 

80 

304 

136.7 

1.04 

0.60 

2.00 

0.79 

2.5 

>S  CASHWAYS 

11 

2 

6 

NM 

0.00 

0.00 

40.0 

-56 

55 

57 

102.2 

-3.36 

-0.01 

NA 

0.13 

138.5 

>S  SHOESOURCE 

01 

39 

20 

14 

0.00 

0.00 

40.4 

NA 

71 

218 

NA 

NA 

2.73 

NA 

3.05 

2.3 

Y  (J.C.) 

01 

54 

24 

15 

2.08 

3.87 

225.5 

14 

74 

693 

57.5 

3.48 

3.54 

5.78 

3.98 

5.0 

1YS-MANNY  MOE  &  JACK 

01 

37 

12 

22 

0.21 

0.57 

60.3 

44 

62 

336 

103.5 

1.34 

1.64 

1.98 

1.99 

2.5 

IART 

01 

26 

3 

61 

0.00 

0.00 

104.8 

70 

65 

220 

183.3 

-0.04 

0.42 

0.52 

0.61 

1.6 

COSi CO 

08 

23 

9 

19 

0.00 

0.00 

196.4 

53 

69 

399 

149.7 

1.06 

1.24* 

1.04 

1.42 

2.1 

TT'S 

01 

41 

16 

18 

0.00 

0.00 

20.7 

211 

63 

152 

193.8 

-0.17(b)  2.22 

2.46 

2.75 

4.0 

STORES 

01 

51 

12 

18 

0.28 

0.55 

25.2 

175 

80 

175 

403.7 

1.75 

2.84 

2.70 

3.16 

6.3 

10LDINGS 

01 

33 

8 

45 

0.00 

0.00 

63.0 

NA 

17 

90 

NA 

-1.29 

0.73 

NA 

1.68 

4.8 

,  ROEBUCK 

12 

50 

1 1 

16 

0.92 

1.85 

391.4 

28 

66 

893 

80.3 

2.53 

3.06 

2.66 

3.49 

1.7 

IE  MERCHANDISE 

12 

6 

4 

11 

0.00 

0.00 

99.7 

13 

46 

115 

95.0 

0.50 

0.49 

0.44 

0.63 

17.5 

0  STORES 

02 

16 

13 

11 

0.44 

2.84 

32.0 

38 

36 

108 

54.5 

1.20 

1.36 

1.14 

1  56 

2  6 

I 

12 

9 

5 

863 

0.00 

0.00 

107.8 

25 

5 

40 

29.1 

-0.09 

0.01 

0.02 

0.27 

14.8 

S  AUTHORITY 

01 

25 

9 

26 

0.00 

0.00 

31.5 

83 

72 

131 

143.0 

0.71 

0.95 

1.25 

1.17 

2.6 

:S 

01 

20 

4 

32 

0.00 

0.00 

160.4 

24 

75 

368 

327.1 

0.46 

0.62 

0.92 

0.86 

5.8 

rs 

01 

29 

12 

1 5 

0  36 

1  24 

33  1 

_o 

30 

131 

Ql.O 

1.82 

1.93 

2.26 

3^5 

01 

45 

9 

20 

0.28 

0.62 

77.7 

157 

88 

363 

147.3 

0.74 

2.24 

1.48 

2.63 

4.6 

R'  US 

01 

34 

13 

19 

0.00 

0.00 

274.2 

59 

73 

578 

103.0 

0.53 

1.81 

1.22 

2.07 

3.4 

CITY  DEPARTMENT  STORES 

07 

13 

8 

19 

0.00 

0.00 

31.7 

89 

19 

49 

27  1 

0.43 

0.68* 

0.94 

5.3 

RE  STORES 

01 

3 

13 

NM 

o'oo 

0.00 

183 

2 

46 

68 

184.7 

-1.29(b) 

-0.05 

NA 

0.30 

26.7 

OFFICE  PRODUCTS 

06 

31 

4 

45 

0.00 

0.00 

83.5 

36 

84 

301 

183.4 

0  54 

0.70* 

1.08 

0.90 

1.1 

1 

01 

26 

18 

12 

0.00 

0.00 

32.7 

41 

76 

203 

125.2 

2.05(b)  2.24 

2.77 

2.53 

2.8 

ART  STORES 

01 

26 

7 

19 

0.21 

0.82 

2293.7 

15 

33 

969 

37.9 

1.19 

1.34 

1.58 

1.54 

3.2 

S  LUMBER 

Mirth 

12 
01 
07 

4 

24 
20 

3 
10 
14 

7 
21 
16 

0.00 
0.00 
0.00 

0.00 
0.00 
0.00 

8.2 
133.5 
35.2 

-4 
85 
24 

22 
72 
92 

14 
312 
147 

39.9 
130.6 
133.1 

-2.54 
-1.23 
0.88 

0.53 
1.17 
1.23* 

0.60 
NA 
NA 

0.00 
1.59 
1.36 

NM 
10.1 
1.5 

■ECTRICAL  &  ELECTRONICS  

1TRY  AVERAGE  45      15     28     (Til      099    146.0      22      57      411    171.2     2^21     1^93    4^05     2^60  12^2 


ECTRICAL  PRODUCTS 


P  AVERAGE 

49 

15 

19 

1.00 

1.97 

110.3 

28 

65 

388 

63.6 

1.98 

2.06 

3.68 

2.98 

6.9 

R  INDUSTRIES 

12 

42 

17 

15 

1.32 

3.18 

108.0 

13 

67 

425 

69.3 

2.51 

2.74 

2.37 

3.02 

2.0 

12 

69 

28 

15 

1.60 

2.31 

77.1 

28 

64 

413 

58.8 

5.13 

4.66 

8.87 

5.15 

7.0 

ON  ELECTRIC 

09 

98 

23 

22 

2.16 

2.20 

224.2 

20 

64 

973 

35.0 

4.16 

4.55* 

5.12 

5.05 

1.0 

U  SIGNAL 

12 

43 

13 

17 

0.96 

2.23 

49.8 

35 

74 

310 

67.4 

2.03 

2.60 

3.41 

2.97 

2.0 

LL 

12 

42 

11 

20 

1.04 

2.48 

66.0 

28 

56 

269 

20.9 

1.83 

2.08 

2.11 

2.34 

2.1 

TEK 

06 

13 

2 

NM 

0.00 

0.00 

25.5 

60 

74 

80 

72.1 

0.87  - 

-3.78* 

NA 

0.84 

6.0 

IAL  SERVICE  INDUSTRIES 

08 

35 

16 

17 

1.16 

3.31 

47.7 

7 

60 

313 

59.1 

1.93 

2.11* 

.:■  hh 

2.28 

1.3 

EM 

06 

85 

21 

26 

0.40 

0.47 

42.7 

44 

84 

360 

93.4 

-0.49 

3.22* 

NA 

5.06 

1.6 

,S  &  BETTS 

12 

45 

16 

19 

1.12 

2.48 

40.4 

24 

71 

311 

58.2 

2.02 

2.42 

0.99 

2.74 

1.8 

CHOUSE  ELECTRIC 

12 

19 

4 

NM 

0.20 

1.07 

421.6 

22 

40 

423 

101.5 

-0.19 

-0.04 

NA 

0.36 

44.4 

ECTRONICS 

3  AVERAGE 

46 

19 

18 

0.54 

1.02 

197.7 

10 

58 

481 

99.6 

2.59 

2.42 

3.98 

2.88 

7.1 

a  INSTRUMENT 

12 

22 

9 

20 

0.00 

0.00 

136.9 

3 

63 

363 

152.3 

0.96(b) 

1.10 

1.25 

1.40 

7.1 

06 

69 

36 

15 

1.52 

2.22 

39.0 

25 

73 

413 

82.6 

3.95 

4.58* 

8.56 

5.14 

0.8 

S  ELECTRONICS 

12 

55 

23 

21 

0.96 

1.75 

399.9 

11 

17 

379 

25.2 

2.77 

2.67 

3.68 

2.68 

1.9 

INDUSTRIES 

07 

47 

20 

15 

0.00 

0.00 

46.6 

6 

77 

222 

51.3 

2.84 

3.15* 

2.75 

3.43 

2.0 

OLA 

12 

55 

20 

29 

0.48 

0.87 

592.9 

-3 

46 

1249 

122.7 

2.93 

1.93 

3.61 

2.48 

10.1 

INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1996 

1997  ESTIMATES  | 

BOOK 

P-E 

1996  ' 

MARKET 

1996 

l/B/E/S 

BASED 

FROM  ANALYSj 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INblllUIIUNAL 

TURN- 

1996 

ON 

l/B/E/S 

VAR 

SHARE 

PER 

1996 

DEND 

YIELD 

OUT. 

CHANGE 

HOLDINGS 

OVER 

1995 

ANALYST 

5-YR 

CON- 

no 

COMPANY 

FY 

PRICE 

jHARf 

EST. 

RATI 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST. 

TREND 

otNouo 

RAYTHEON 

12 

51 

17 

15 

0.80 

1.56 

263.0 

18 

59 

768 

47.2 

3.25 

3.40 

3.53 

3.74 

— -j 

SENSORMATIC  ELECTRONICS 

06 

20 

12 

NM 

0.22 

1.10 

72.2 

12 

70 

198 

140.9 

0.97 

-1.32* 

NA 

U.  Do 

2 

VARIAN  ASSOCIATES 

09 

49 

15 

13 

0.32 

0.65 

31.1 

3 

Oj 

174.7 

3.01 

3.81* 

4.49 

3.62 

(C)  INSTRUMENTS 

GROUP  AVERAGE 

48 

13 

54 

0.47 

0.78 

85.3 

21 

65 

374 

147.0 

2.04 

1.95 

2.70 

2.61 

K 

HONEYWELL 

12 

69 

16 

22 

1.08 

1.57 

126.5 

41 

67 

554 

80.7 

2.62 

3.15 

2.86 

3.62 

PERKIN-ELMER 

06 

62 

8 

193 

0.68 

1.10 

43.1 

64 

73 

321 

109.8 

1.57 

0.32* 

0.48 

2.71 

TEKTRONIX 

05 

49 

21 

14 

0.60 

1.23 

32.8 

-3 

69 

249 

149.7 

3.00 

3.46 

5.68 

TERADYNE 

12 

24 

10 

16 

0.00 

0.00 

82.9 

-6 

53 

265 

330.9 

1.89 

1.50 

2.91 

1.17 

3? 

THERMO  ELECTRON 

12 

36 

11 

27 

0.00(c) 

0.00 

141.3 

11 

64 

483 

63.8 

1.11 

1.34 

1.56 

1.59 

(D)  SEMICONDUCTORS  &  OTHER  COMPONENTS 

GROUP  AVERAGE 

41 

13 

30 

0.15 

0.36 

163.6 

24 

47 

400 

297.7 

2.22 

1.55 

4.94 

O  1  c 
■L.  ib 

19 

ADVANCED  MICRO  DEVICES 

12 

24 

14 

NM 

0  00 

0  00 

1413 

99 

47 

279 

176  6 

2.81(b) 

-0.57 

NA 

0.82 

8 

AMP 

12 

38 

13 

20 

1.00 

2.61 

219.6 

1 

71 

743 

65.5 

1.96 

1.96 

2.29 

2.23 

AVX 

03 

22 

7 

16 

0.22 

0.98 

88.0 

-16 

15 

96 

34.8 

1.58 

1.41 

NA 

1.62 

CIRRUS  LOGIC 

03 

20 

7 

109 

0.00 

0.00 

64.7 

1 

27 

120 

568.1 

-0.58 

0.18 

0.29 

1.10 

INTEL 

12 

127 

18 

24 

0.20 

0.16 

820.6 

123 

53 

1561 

256.6 

4.03 

5.39 

7.94 

7.13 

LSI  LOGIC 

12 

30 

10 

28 

0.00 

0.00 

128.3 

-9 

58 

437 

456.1 

1.75(b) 

1.08 

3.41 

1  AO 

1  . 

MICRON  TECHNOLOGY 

08 

33 

12 

12 

0.00 

0.00 

208.8 

-16 

18 

376 

624.8 

3.90(b)  2.76* 

22.33 

0.83 

MOLEX 

06 

39 

12 

27 

0.06 

0.15 

100.7 

23 

18 

224 

35.3 

1.24 

1.45* 

1.66 

1.66 

NATIONAL  SEMICONDUCTOR 

05 

25 

10 

28 

0.00 

0.00 

138.5 

25 

68 

341 

204.5 

1.34(b)  0.88 

1.13 

1.51 

1! 

READ-RITE 

09 

22 

10 

NM 

0.00 

0.00 

46.7 

-5 

34 

127 

688.6 

2.60 

-0.92* 

NA 

1.27 

U 

SCI  SYSTEMS 

06 

53 

17 

20 

0.00 

0.00 

29.7 

72 

73 

206 

569.6 

1.56(b)  2.65* 

5.59 

3.15 

SOLECTRON 

08 

59 

13 

27 

0.00 

0.00 

52.4 

39 

83 

263 

121.0 

1.62(b)  2.17* 

3.42 

2.75 

TEXAS  INSTRUMENTS 

12 

64 

22 

34 

0.68 

1.07 

190.0 

24 

54 

621 

244.6 

5.63 

1.90 

4.28 

3.17 

29 

VISHAY  INTERTECHNOLOGY 

12 

21 

15 

16 

0.00(d) 

0.00 

61.3 

-30 

44 

207 

122.1 

1.63 

1.29 

1.95 

1.64 

10  FOOD 


INDUSTRY  AVERAGE 

34 

10 

22 

0.53 

1.53 

122.0 

17 

44 

268 

56.3 

1.18 

1.52 

2.11 

1.96 

1 

(At  FOOD  DISTRIBUTION 

|n|  r  \JW  1119  1  niDV  1  ivn 

GROUP  AVERAGE 

24 

13 

19 

0.39 

1.69 

55.1 

4 

57 

212 

61.1 

1.23 

1.35 

1.45 

1.61 

FLEMING 

12 

16 

29 

18 

0.08 

0.49 

37.8 

-21 

61 

212 

104.1 

1.12 

0.92 

0.75 

1.10 

INTERNATIONAL  MULTIFOODS 

02 

16 

17 

14 

0.80 

5.08 

18.0 

-22 

57 

119 

45.3 

1.33 

1.14 

1.27 

1.55 

JP  FOODSERVICE 

06 

24 

7 

28 

0.00 

0.00 

16.0 

26 

49 

51 

67.3 

0.59 

0.88* 

NA 

1.23 

RICHFOOD  HOLDINGS 

04 

26 

5 

21 

0.12 

0.46 

47.3 

47 

68 

177 

99.0 

0.84 

1.23 

1.40 

1.43 

SMART  &  FINAL 

12 

22 

7 

18 

0.20 

0.92 

20.3 

2 

34 

49 

16.0 

0.88 

1.17 

1.84 

1.41 

SUPERVALU 

02 

30 

19 

11 

1.00 

3.38 

67.3 

-7 

72 

322 

49.7 

2.44 

2.61 

1.71 

2.84 

SYSCO 

06 

34 

8 

22 

0.52 

1.52 

179.0 

2 

58 

554 

46.1 

1.38 

1.52* 

1.73 

1.74 

(B)  FOOD  PROCESSING 

GROUP  AVERAGE 

41 

11 

26 

0.69 

1.56 

138.5 

17 

47 

324 

56.8 

1.46 

1.66 

2.51 

2.22 

11 

ARCHER  DANIELS  MIDLAND 

06 

22 

11 

17 

0.20(d) 

0.91 

544.1 

28 

52 

581 

44.6 

1.41 

1.27* 

1.45 

1.39 

CAMPBELL  SOUP 

07 

83 

7 

26 

1.38 

1.67 

247.0 

37 

24 

509 

39.5 

2.80 

3.22* 

3.54 

3.63 

CHIQUITA  BRANDS  INTERNATIONAL 

12 

13 

10 

15 

0.20 

1.51 

55.7 

-2 

73 

113 

75.3 

0.37 

0.88 

NA 

1.33 

2 

CONAGRA 

05 

53 

9 

20 

1.09 

2.05 

240.7 

25 

48 

562 

49.7 

0.79 

2.65 

1.78 

3.01 

CPC  INTERNATIONAL 

12 

83 

13 

21 

1.64 

1.97 

144.8 

21 

57 

770 

51.7 

3.43 

3.98 

3.77 

4.52 

1 

DEAN  FOODS 

05 

28 

13 

16 

0.76 

2.73 

40.2 

1 

45 

174 

57.3 

-1.24 

1.78 

1.98 

2.09 

DOLE  FOOD 

12 

39 

10 

17 

0.40 

1.03 

60.1 

12 

61 

242 

84.2 

2.00 

2.26 

1.89 

3.03 

EARTHGRAINS 

03 

52 

58 

86 

0.20 

0.39 

10.1 

NA 

57 

157 

NA 

-0.65 

0.60 

NA 

2.23 

4 

FLOWERS  INDUSTRIES 

06 

24 

5 

44 

0.61 

2.58 

58.4 

97 

39 

144 

50.6 

0.75 

0.54* 

0.66 

1.09 

GENERAL  MILLS 

05 

64 

1 

21 

2.00 

3.15 

157.0 

9 

67 

651 

62.3 

3.00 

3.05 

2.55 

3.38 

HEINZ  (H.J.) 

04 

38 

7 

20 

1.16 

3.06 

367.7 

14 

54 

703 

43.8 

1.75 

1.93 

1.92 

2.14 

HERSHEY  FOODS 

12 

50 

7 

25 

0.80 

1.60 

153.6 

53 

31 

439 

45.0 

1.70 

1.99 

1.92 

2.24 

HORMEL  FOODS 

10 

26 

10 

25 

0.60 

2.31 

76.2 

5 

22 

131 

22.6 

1.57 

1.04* 

1.35 

1.46 

HUDSON  FOODS 

ig 

18 

1  1 

24 

0.08 

0.44 

30.1 

6 

37 

84 

73.7 

1.21 

0.76* 

1.69 

1.36 

1 

IBP 

12 

25 

12 

10 

0.10 

0.40 

96.7 

0 

76 

319 

109.5 

2.90 

2.44 

14.90 

2.75 

1 

INTERSTATE  BAKERIES 

05 

45 

13 

25 

0.54 

1.20 

37.4 

104 

40 

99 

46.6 

0.70 

1.84 

1.05 

2.30 

1 
' 

KELLOGG 

12 

68 

6 

22 

1.68 

2.48 

211.2 

-14 

76 

520 

40.6 

2.24 

3.04 

2.85 

3.44 

Mccormick 

11 

25 

6 

22 

0.56 

2.27 

79.5 

0 

48 

188 

89.6 

1.20 

1.12 

1.09 

1.32 

NABISCO  HOLDINGS 

12 

39 

15 

27 

0.62 

1.60 

265.1 

19 

16 

228 

31.3 

1.20 

1.41 

NA 

1.67 

PIONEER  HI-BRED  INTERNATIONAL 

08 

70 

13 

26 

0.92 

1.32 

82.5 

23 

46 

344 

46.0 

2.16 

2.68* 

3.20 

3.01 

QUAKER  OATS 

12 

39 

9 

30 

1.14 

2.90 

135.7 

15 

49 

383 

74.1 

6.00 

1.30 

2.69 

1.59 

RALCORP  HOLDINGS 

09 

20 

5 

NM 

0.00 

0.00 

32.9 

-19 

56 

119 

77.8 

1.00 

-1.42* 

NA 

1.04 

1- 

RALSTON  PURINA 

(v. 

77 

'. 

24 

1.20 

1.57 

101.8 

23 

55 

415 

44.9 

2.66(b)  3.23* 

2.69 

3.76 

SARA  LEE 

06 

39 

9 

21 

0.84 

2.14 

483.8 

23 

47 

834 

39.2 

1.62 

1.83* 

1.42 

2.04 

SMITHFIELD  FOODS 

04 

33 

13 

19 

0.00 

0.00 

18.0 

12 

44 

93 

123.6 

1.06 

1.71 

2.02 

2.76 

1 

THORN  APPLE  VALLEY 

05 

13 

13 

18 

0.00 

0.00 

6.1 

-19 

38 

25 

54.8 

-3.76 

0.72 

0.46 

2.00 

TYSON  FOODS 

09 

33 

11 

55 

0.12 

0.37 

144.9 

25 

25 

158 

60.2 

1.51 

0.60* 

0.85 

1.53 

1 

WLR  FOODS 

06 

13 

9 

NM 

0.24 

1.88 

17.7 

-22 

15 

43 

24.0 

0.90 

-0.27* 

NA 

-0.21 

23 

WRIGLEY  (WM.)  JR. 

12 

58 

8 

28 

1.05 

1.80 

116.0 

11 

52 

357 

28.1 

1.93 

2.06 

2.55 

2.34 

(C)  EOOD  RETAILING 

GROUP  AVERAGE 

27 

7 

18 

0.32 

1.40 

121.4 

22 

35 

198 

53.5 

0.70 

1.33 

1.72 

1.66 

ALBERTSON'S 

01 

35 

8 

18 

0.60 

1.72 

252.0 

6 

41 

636 

45.1 

1.84 

1.97 

2  44 

2.19 

AMERICAN  STORES 

01 

40 

17 

17 

0.64 

1.61 

145.8 

48 

57 

386 

57.5 

2.16 

2.36 

2.65 

2.70 

FOOD  LION 

12 

9 

2 

20 

0.11 

1.24 

468.7 

55 

8 

74 

30.1 

0.36 

0.45 

0.30 

0.54 
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^YBE  your  DAUUHibK 

WILL  get 
;CRUITED  by  UConn. 


MAYBE  SHE'LL 
et  a  SCHOLARSHIP 
to  STANFORD. 


lAYBE  you  don't  LIKE 
I  ■ 

■he'  WORD  "MAYBE." 


All  parents  dream  of  their  child  winning  a  college  scholarship. 
But,  obviously,  you  can't  count  on  it.  That's  why,  at  The  Hartford, 
added  mutual  funds  to  our  existing  portfolio  of  investment  products.  They're  a  great  way 
in  for  anything  from  a  second  home  to  a  college  tuition.  It's  also  reassuring  to  know  they  're 
•ged  by  Wellington  Management  Co.  and  The  Hartford  Investment  Management  Co.,  two 
lizations  with  a  proven  record  of  success. 

<  if  you're  planning  your  child's  future,  look  to  The  Hartford.  After  that,  feel  free  to  invest 
outdoor  basketball  hoop. 

FORD  MUTUAL  FUNDS  INC  ARE  UNDERWRITTEN  BY  HARTFORD  SECURITIES  DISTRIBUTION  COMPANY.  INC  FOR  MORE  COMPLETE  INFORMATION 
\IG  A  PROSPECTUS  PLEASE  CONTACT  HARTFORD  SECURITIES  DISTRIBUTION  COMPANY.  INC  AT  I  800  445-6385  PLEASE  READ  IT  CAREFULLY  BEFORE 
EST  OR  SEND  MONEY 


No  One's 
Better 
Prepared  for 
Tomorrow. 


ITT  HARTFORD 


R  WEB  Site  at  http  //www  ilthartford.com 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 

1997  ESTIMATE!! 


BOOK 

P-E 

1996  .' 

1996 
MARKET 

1996 

l/B/E/S 

BASED 

FROM  ANALY 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

VALUE 

INMIIUIIUNAL 

TURN- 

1996 

ON 

l/B/E/S  VA 

SHARE 

PER 

1996 

DEND 

YIELD 

OUT. 

CHANGE 

HOLDINGS 

OVER 

1995 

ANALYST 

5-YR. 

CON-  H 

COMPANY 

FY 

PRICE 

SHARE 

EST. 

RATE 

% 

MILS. 

% 

% 

NUMBER 

% 

ACTUAL 

EST. 

TREND 

SENSUS 

GIANT  FOOD 

02 

34 

14 

18 

0.76 

2.25 

59.8 

8 

43 

237 

26.4 

1.72 

1.91 

1.95 

2.10 

GREAT  ATLANTIC  &  PACIFIC  TEA 

02 

33 

22 

17 

0.20 

0.61 

38.2 

42 

34 

211 

63.5 

1.50 

1.98 

1.36 

2.39 

HANNAFORD  BROTHERS 

12 

32 

13 

18 

0.48 

1.49 

42.3 

31 

36' 

160 

28.2 

1.67 

1.77 

2.01 

2.10  \ 

INGLES  MARKETS 

09 

15 

10 

13 

0.66 

4.53 

18.1 

32 

8 

34 

62.0 

0.93 

1.12* 

1.37 

1.18  1 

KROGER 

12 

46 

-11 

17 

0.00 

0.00 

126.0 

25 

56 

451 

75.1 

2.50(b)  2.66 

3.55 

3.25 

MARSH  SUPERMARKETS 

03 

11 

13 

13 

0.44 

3.91 

8.4 

-15 

25 

30 

19.1 

1.07 

0.89 

0.86 

1.21 

PENN  TRAFFIC 

01 

5 

-1 

NM 

0.00 

0.00 

10.9 

-66 

61 

46 

50.8 

-7.32 

-2.63 

NA 

-1.18 

RISER  FOODS 

06 

31 

11 

15 

0.24 

0.79 

8.1 

90 

42 

53 

47.5 

1.42 

2.05* 

1.11 

2.35 

RUDDICK 

09 

13 

7 

14 

0.36 

2.72 

46.4 

15 

55 

105 

24.1 

0.84 

0.92* 

0.95 

1.07 

SAFEWAY 

12 

41 

5 

22 

0.00 

0.00 

218.6 

61 

40 

360 

66.9 

1.36 

1.87 

2.70 

2.28 

SMITH'S  FOOD  &  DRUG  CENTERS 

12 

30 

-9 

23 

0.00 

0.00 

15.8 

-25 

28 

78 

199.4 

-1.62 

1.31 

1.33 

1.51 

SOUTHLAND 

12 

3 

-2 

13 

0.00 

0.00 

409.9 

-21 

5 

58 

10.7 

0.40 

0.20 

NA 

0.24 

VONS 

12 

53 

16 

25 

0.00 

0.00 

43.9 

88 

47 

206 

89.3 

1.55 

2.11 

1.38 

2.45 

WINN-DIXIE  STORES 

06 

34 

9 

20 

0.96 

2.86 

151.3 

-10 

14 

233 

14.4 

1.56 

1.69* 

1.83 

1.81  < 

11  FUEL 


INDUSTRY  AVERAGE 

54 

20 

29 

1.20 

1.98 

191.0 

32 

59 

505 

69.2 

0.44 

2.81 

3.06 

3.14  ] 

(A)  COAL,  OIL  &  GAS 

GROUP  AVERAGE 

52 

21 

30 

1.31 

2.18 

204.8 

27 

56 

498 

63.8 

0.99 

2.90 

3.12 

3.17  ] 

AMERADA  HESS 

12 

59 

34 

35 

0.60 

1.02 

93.1 

1 1 

63 

433 

77.7 

-4.24 

1.68 

1.71 

1.90  ] 

AMOCO 

12 

78 

32 

16 

2.60 

3.34 

497.3 

9 

56 

1223 

40.7 

3.76 

4.90 

5.74 

5.03 

ASHLAND 

09 

48 

23 

16 

1.10 

2.29 

65.0 

39 

55 

321 

74.1 

0.08 

2.97* 

0.59 

2.87 

ati  AMTir  Dirunri  n 
AILMNIIL  monntLU 

ioy 

14 

D.  OU 

o.y  d 

1  OU.O 

OA 
£D 

DO 

1  uuo 

8.42 

10.16 

9.73 

9.27 

CHEVRON 

12 

67 

24 

17 

2.16 

3.22 

652.4 

28 

47 

992 

39.2 

1.43 

3.98 

2.79 

3.93 

COASTAL 

12 

48 

26 

17 

0.40 

0.83 

105.6 

31 

61 

466 

57.4 

2.40 

2.91 

3.79 

3.38 

CROWN  CENTRAL  PETROLEUM 

12 

13 

18 

NM 

0.00 

0.00 

10.0 

-10 

29 

33 

22.0 

-6.95 

0.00 

NA 

1.50  ; 

EXXON 

12 

94 

33 

18 

3.16 

3.35 

1241.8 

17 

40 

1415 

29.5 

5.18 

5.31 

5.34 

5.47 

KERR-McGEE 

12 

70 

28 

17 

1.64 

2.34 

48.6 

5 

69 

416 

96.9 

-0.47 

4.01 

3.43 

3.99 

MAPCO 

12 

34 

11 

16 

0.50 

1.48 

56.2 

18 

74 

187 

55.7 

1.26 

2.09 

1.50 

2.42  j 

MOBIL 

12 

121 

47 

16 

4.00 

3.30 

394.0 

8 

50 

1440 

50.3 

5.87 

7.46 

7.37 

7.83  1 

MURPHY  OIL 

12 

51 

26 

23 

1.30 

2.55 

44.9 

23 

61 

203 

35.7 

-2.64 

2.26 

2.79 

2.42  1 

OCCIDENTAL  PETROLEUM 

12 

24 

11 

14 

1.00 

4.17 

328.9 

16 

57 

525 

71.0 

1.31 

1.73 

1.38 

1.83  1 

ORYX  ENERGY 

12 

21 

-1 

17 

0.00 

0.00 

104.8 

56 

64 

325 

99.7 

1.54 

1.22 

2.94 

1.29  ; 

PENNZOIL 

12 

56 

20 

30 

1.00 

1.78 

46.5 

34 

64 

333 

84.9 

-6.60 

1.87 

2.89 

2.61 

PHILLIPS  PETROLEUM 

12 

45 

16 

14 

1.28 

2.84 

263.3 

33 

55 

549 

57.4 

1.79 

3.21 

4.60 

3.16 

QUAKER  STATE 

12 

17 

9 

23 

0.40 

2.34 

35.8 

47 

36 

128 

62.4 

0.06 

0.73 

0.24 

0.95 

SUN 

12 

25 

13 

313 

1.00 

4.00 

73.0 

-10 

56 

318 

89.1 

2.24 

0.08 

0.07 

1.47  ; 

TESORO  PETROLEUM 

12 

15 

9 

9 

0.00 

0.00 

26.3 

78 

42 

93 

91.6 

2.29 

1.58 

3.25 

1.52  ! 

TEXACO 

12 

99 

37 

16 

3.40 

3.43 

264.3 

26 

59 

979 

74.5 

2.57 

6.26 

4.11 

6.05 

TOSCO 

12 

76 

23 

21 

0.64 

0.84 

43.6 

135 

81 

245 

97.0 

2.04(b)  3.65 

3.43 

4.69  : 

ULTRAMAR  DIAMOND  SHAMROCK 

12 

32 

16 

22 

1.10 

3.46 

44.6 

24 

93 

206 

88.4 

1.18 

1.44 

1.39 

2.53  3 

UNION  PACIFIC  RESOURCES  GROUP 

12 

30 

6 

26 

0.20 

0.67 

249.2 

18 

14 

234 

42.4 

1.40 

1.17 

NA 

1.32 

UNOCAL 

12 

41 

11 

17 

0.80 

1.96 

250.4 

42 

66 

596 

78.5 

0.91 

2.40 

2.04 

2.27 

USX-MARATHON  GROUP 

12 

23 

11 

14 

0.76 

3.32 

287.5 

17 

67 

497 

66.4 

-0.31 

1.68 

NA 

i.62  : 

VALERO  ENERGY 

12 

30 

24 

22 

0.52 

1.73 

44.0 

23 

78 

196 

66.4 

1.10 

1.38 

0.70 

1.92  1 

VASTAR  RESOURCES 

12 

40 

2 

19 

0.30 

0.75 

97.3 

26 

17 

97 

9.7 

1.06 

2.07 

NA 

2.30  : 

(B)  PETROLEUM  SERVICES 

GROUP  AVERAGE 

67 

19 

29 

0.59 

0.87 

116.6 

50 

73 

537 

98.6 

-2.52 

2.36 

2.70 

2.98 

BAKER  HUGHES 

09 

37 

11 

30 

0.46(c) 

1.26 

144.0 

52 

78 

526 

139.6 

0.67 

1.23* 

0.81 

1.50 

COOPER  CAMERON 

12 

66 

18 

27 

0.00 

0.00 

25.6 

88 

72 

112 

92.4 

-19.87 

2.45 

NA 

3.64 

HALLIBURTON 

12 

60 

16 

24 

1.00 

1.66 

114.9 

19 

74 

658 

141.6 

2.04 

2.48 

4.97 

2.91 

SCHLUMBERGER 

12 

104 

21 

31 

1.50 

1.44 

245.0 

52 

62 

1073 

72.6 

2.69 

3.36 

2.70 

4.05 

WESTERN  ATLAS 

12 

71 

27 

31 

0.00 

0.00 

53.6 

41 

80 

317 

46.9 

1.85 

2  2  7 

2.32 

2.81 

12  HEALTH  CARE 


INDUSTRY  AVERAGE 

41 

12 

24 

0.43 

0.82 

193.9 

49 

57 

448 

105.1 

1.09 

1.85 

2.26 

2.28 

(A)  DRUG  DISTRIBUTION 

GROUP  AVERAGE 

41 

13 

24 

0.37 

0.87 

69.9 

225 

60 

243 

84.5 

0.81 

1.79 

2.19 

2.17 

AMERISOURCE  HEALTH 

09 

39 

-2 

21 

0.00 

0.00 

23.7 

27 

83 

111 

68.3 

1.54 

1.84* 

NA 

2.21 

BERGEN  BRUNSWIG 

09 

27 

14 

1  5 

0.48 

1.76 

40.0 

10 

65 

179 

75.7 

1.61 

1.83* 

1.73 

2.00 

BINDLEY  WESTERN  INDUSTRIES 

12 

18 

19 

1 ;; 

0.08 

0.45 

11.4 

6 

38 

73 

67.0 

1.27(b) 

1.39 

1.32 

1.54 

CARDINAL  HEALTH 

06 

84 

15 

48 

0.12 

0.14 

66.8 

110 

68 

415 

77.3 

2.01 

1  73* 

1.82 

3.05 

CVS 

12 

41 

15 

29 

0.44 

1.07 

106.1 

35 

NA 

NA 

124.8 

-6.02 

1.41 

1.54 

1.89 

ECKERD 

01 

35 

2 

21 

0.00 

0.00 

70.1 

55 

81 

230 

111.6 

1.50 

1.66 

2.58 

1.83 

LONGS  DRUG  STORES 

01 

50 

27 

17 

1.12 

2.23 

19.6 

3 

41 

208 

32.4 

2.29 

2.97 

2.56 

3.20 

McKESSON 

03 

56 

23 

19 

1.00 

1.78 

42.8 

7 

46 

194 

78.6 

2.90 

2.93 

4.40 

3.40 

REVCO  D.  S. 

05 

35 

13 

23 

0.00 

0.00 

68.7 

25 

67 

177 

108.5 

1.14 

1.47 

2.25 

1.72 

RITE  AID 

02 

40 

14 

19 

0.74 

1.87 

83.9 

16 

88 

394 

144.8 

1.90 

2.13 

1.99 

2.42 

THRIFTY  PAYLESS  HOLDINGS 

09 

26 

6 

39 

0.00 

0.00 

59.5 

2365 

37 

82 

NA 

-1.67 

0.65 

NA 

1.04 

WALGREEN 

08 

42 

8 

28 

0.48 

1.15 

246.1 

40 

48 

609 

40.6 

1.30 

1.50* 

1.68 

1.70 
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Is 


Ull  designed  the  first  intranet 
back  when  people  thought 

intranet  was  a  typO. 


The  intranet.  Everyone's  talking  about  it,  but  few  are  taking  advantage  of  it.  Whether  you're  talking  business-to-business,  or  business- 
to-consumer,  Sun  can  show  you  the  opportunities  associated  with  the  intranet,  and  then  provide  you  w  ith  the  products,  service 
and  support  to  help  you  implement  those  solutions.  Everything  from  industry-leading,  easy-to-use  Netra"  servers  and  key 


/  partnerships,  to  the  revolutionary  Java  technology,  and  Solstice  1  SunScreeti  and  Solstice  FireWalb  l1 ! 
products.  So  don't  waste  time  and  resources  trying  to  re-create  the  wheel,  call  Sun.  After  all,  we're  the 


WSun 


experts-we  helped  invent  it.  To  learn  mot  e,  contact  http://www.sun.com  or  1-800-786-0785,  Ext.  370.    the  network  is  the  computer 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1997  ESTIMAT 


BOOK 
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SENSUS 

(B|  ORUGs  St  KtsEAKCH 

GROUP  AVERAGE 

61 

11 

26 

1.04 

1.55 

371.4 

17 

54 

785 

86.6 

1.94 

2.55 

3.18 

3.00 

ALLERGAN 

12 

32 

11 

16 

0.52 

1.62 

65.3 

0 

74 

332 

79.5 

1.12 

2.02 

1.66 

2.16 

AMERICAN  HOME  PRODUCTS 

12 

64 

10 

22 

1.64 

2.55 

638.3 

35 

62 

1231 

41.7 

2.71 

2.94 

3.14 

3.40 

AMGEN 

12 

61 

7 

25 

0.00 

0.00 

264.5 

2 

0  / 

S379 

209.8 

T  QO 

i  .y^ 

n  yi  1 
tLA  L 

3.61 

2.77 

BRISTOL-MYERS  SQUIBB 

12 

1 14 

13 

20 

3.00 

2.64 

500.8 

31 

54 

1356 

45.3 

3.58 

5.65 

4.85 

6.23 

CHIRON 

12 

19 

4 

65 

0.00 

0.00 

169.6 

-29 

29 

216 

252.3 

-3.16 

0.30 

NA 

0.44 

IVAX 

12 

11 

6 

NM 

0.10 

0.91 

121.5 

-60 

2 1 

187 

136.6 

0.96 

-0.46 

NA 

0.53 

LILLY  (ELI) 

12 

77 

11 

29 

1.37 

1.79 

551.8 

36 

65 

915 

55.9 

2.30 

2.67 

2.48 

3.12 

MALLINCKRODT 

06 

44 

17 

18 

0.62 

1.41 

74.1 

20 

74 

378 

60.3 

2.37 

2.50* 

2.62 

2.85 

MERCK 

12 

83 

9 

26 

1.60 

1.93 

1204.4 

24 

49 

1579 

51.4 

2.70 

3.16 

3.33 

3.65 

PFIZER 

12 

90 

10 

30 

1.20 

1.34 

644.6 

44 

62 

1325 

46.6 

2.47 

2.99 

3.54 

3.50 

PHARMACIA  &  UPJOHN 

12 

39 

12 

20 

1 .08 

2.80 

508.7 

0 

48 

748 

71.6 

1.41(b) 

1.90 

1.58 

2.27 

RHONE-POULENC  RORER 

12 

74 

17 

23 

1.28 

1.72 

136.3 

42 

20 

214 

22.8 

2.52 

3.19 

2.95 

4.07 

SCHERING-PLOUGH 

12 

71 

6 

22 

1.32 

1.85 

369.4 

32 

60 

1141 

59. 1 

2.85 

3.29 

3.87 

3.73 

SIGMA-ALDRICH 

12 

63 

18 

21 

0.44 

0.70 

50.0 

27 

60 

448 

105.7 

2.64 

2.95 

3.30 

3.29 

WARNER-LAMBERT 

12 

72 

g 

26 

1.38 

1.93 

271.2 

47 

71 

830 

59.5 

2.74 

2.75 

4.48 

3.06 

(C)  HEALTH-CARE  SERVICES 

GROUP  AVERAGE 

28 

12 

21 

0.03 

0.10 

99.2 

-A 

57 

263 

135.8 

0.63 

1.47 

2.02 

1.94  1 

APRIA  HEALTHCARE  GROUP 

12 

18 

7 

11 

0.00 

0.00 

51.0 

-35 

71 

213 

200.4 

-1.52 

1.62 

2.99 

1.80 

BEVERLY  ENTERPRISES 

12 

13 

9 

18 

0.00 

0.00 

99.3 

25 

70 

279 

93.7 

-0.16 

0.75 

1.26 

0.87 

COLUMBIA/HCA  HEALTHCARE 

12 

40 

12 

18 

0.08 

0.20 

670.8 

19 

60 

1 033 

57.2 

1.58 

2.22 

2.83 

2.56  | 

FHP  INTERNATIONAL 

06 

36 

29 

83 

0.00 

0.00 

40.8 

27 

73 

165 

230  2 

0.29 

0.43* 

0.34 

1.71 

FOUNDATION  HEALTH 

06 

29 

16 

10 

0.00 

0.00 

58.7 

-31 

69 

262 

146.8 

0.90 

2.86* 

2.20 

2.77 

HEALTH  SYSTEMS  INTERNATIONAL 

12 

23 

8 

11 

0.00 

0.00 

48.4 

-28 

34 

83 

59.1 

1.83 

2.10 

1.76 

2.42 

HEALTHSOUTH 

12 

38 

8 

26 

0.00 

0.00 

154.0 

104 

79 

447 

88.4 

0.84 

1.46 

1.35 

1.82  1 

HORIZON/CMS  HEALTHCARE 

05 

1 1 

13 

10 

0.00 

0.00 

52.0 

-57 

47 

131 

185.3 

0.12 

1.10 

0.57 

1.28 

HUMANA 

12 

19 

8 

19 

0.00 

0.00 

162.6 

-31 

63 

385 

111.6 

1.17 

0.98 

1.42 

1.18 

INTEGRATED  HEALTH  SERVICES 

12 

22 

21 

10 

0.02 

0.09 

23.2 

-5 

65 

134 

134.5 

-1.21(b)  2.19 

2.90 

2.50 

LABORATORY  CORP.  OF  AMERICA  HOLDINGS 

12 

3 

3 

21 

0.00 

0.00 

122.9 

-71 

1 7 

97 

31.9 

-0.03 

0.13 

0.1 1 

0.47 

MAGELLAN  HEALTH  SERVICES 

09 

21 

6 

20 

0.00 

0.00 

32.5 

-1 

70 

124 

79.4 

-1.54 

1.04* 

NA 

1.74 

MANOR  CARE 

05 

25 

12 

17 

0.09 

0.35 

62.8 

-28 

50 

315 

59.7 

1.04 

1.47 

1.41 

1.75 

ORNDA  HEALTHCORP 

08 

29 

11 

17 

0.00 

0.00 

58.2 

26 

71 

224 

102.4 

1.53 

1.73* 

NA 

1.98 

OXFORD  HEALTH  PLANS 

12 

58 

7 

48 

0.00 

0.00 

75.0 

71 

85 

314 

509.7 

0.71 

1.21 

2.13 

1.71 

PACIFICARE  HEALTH  SYSTEMS 

09 

83 

26 

37 

0.00 

0.00 

31.2 

-4 

56 

245 

400.3 

3.62 

2.27* 

4.00 

5.06 

PHYSICIAN  CORP.  OF  AMERICA 

12 

1 1 

5 

NM 

0.00 

0.00 

38.3 

-37 

32 

95 

162.9 

-0.62 

-0.09 

NA 

0.75 

QUORUM  HEALTH  GROUP 

06 

28 

9 

20 

0.00 

0.00 

48.7 

30 

56 

1 59 

130.8 

1.14 

1.39* 

5.90 

1.66 

SUN  HEALTHCARE  GROUP 

12 

13 

12 

9 

0.00 

0.00 

49.1 

-5 

45 

93 

89.2 

-0.43(b) 

1.37 

1.84 

1.61 

TENET  HEALTHCARE 

05 

22 

13 

15 

0.00 

0.00 

216.6 

15 

79 

454 

85.1 

1.90 

1.46 

1.99 

1.71 

UNITED  HEALTHCARE 

12 

43 

20 

22 

0.03 

0.07 

183.6 

-31 

76 

746 

153.9 

1.57 

1.96 

2.72 

2.40 

UNITED  WISCONSIN  SERVICES 

12 

26 

16 

28 

0.48 

1.86 

12.6 

18 

1 9 

57 

46.6 

0.50 

0.94 

0.77 

1.91 

VALUE  HEALTH 

12 

18 

12 

13 

0.00 

0.00 

53.4 

-34 

51 

171 

103.1 

-0.51 

1.41 

1.73 

1 .62 

VENCOR 

12 

32 

12 

18 

0.00 

0.00 

69.2 

-2 

59 

266 

102.4 

0.21 

1.81 

1.06 

2.21 

WFI 1  PRINT  HFAITH  NFTWflRKS 

VVCLLrUMll   ilLMLIIl  lltlVVUnlXO 

12 

30 

1 2 

10 

0  00 

66.5 

-37 

16 

94 

29.3 

2.71 

2.97 

3.27 

2.94 

(D)  MEDICAL  PRODUCTS 

GROUP  AVERAGE 

43 

10 

25 

0.58 

1.48 

313.2 

18 

61 

631 

78.8 

1.30 

1.83 

1.63 

2.16 

ABBOTT  LABORATORIES 

12 

56 

6 

23 

0.96 

1.73 

777.7 

V 

47 

1131 

39.4 

2.12 

2.40 

2.73 

2.70 

BARD  (C.  R.) 

I  2 

28 

10 

i  5 

0.68 

2.43 

57.0 

-13 

70 

284 

70.5 

1.53 

1.86 

1.91 

2.04 

BAUSCH  &  LOMB 

1  2 

16 

i  8 

1.04 

2.80 

55.5 

-9 

72 

321 

113.9 

1.94 

2.12 

1.25 

2.45 

RAXTFR  INTFRNATIONAI 

LIMA  1  L>n  111  1  Lnilnl  lUllnL 

1 2 

4  3 

1  4 

20 

1.21 

2.85 

272.4 

2 

66 

807 

83.9 

1.34 

2.09 

1 .73 

2.37 

BECTON,  DICKINSON 

09 

42 

10 

20 

0.46 

1.10 

124.5 

9 

80 

547 

74.8 

1.80 

2.11* 

2.24 

2.40 

BOSTON  SCIENTIFIC 

12 

58 

5 

38 

0.00 

0.00 

177.9 

22 

44 

538 

71.4 

0.05 

1.55 

0.43 

2.12 

JOHNSON  8.  JOHNSON 

12 

53 

8 

25 

0.76 

1.43 

1332.7 

28 

56 

1478 

40.7 

1.86 

2.16 

2.42 

2.47 

MEDTRONIC 

04 

66 

8 

29 

0.38 

0.57 

239.6 

23 

59 

840 

72.4 

1.88 

2.26 

2.86 

2.71 

OWENS  &  MINOR 

12 

10 

4 

37 

0.18 

1.74 

31.9 

-16 

55 

80 

48.4 

-0.53 

0.28 

0.21 

0.63 

U.S.  SURGICAL 

12 

40 

16 

28 

0.08 

0.20 

62.8 

107 

61 

283 

173.1 

1.05 

1.43 

0.51 

1.70 

13  HOUSING  &  REAL  ESTATE 

INDUSTRY  AVERAGE 

36 

15 

13 

0.55 

1.58 

57.0 

7 

64 

233 

66.3 

1.78 

2.73 

4.04 

3.14 

(A)  BUILBiNG  MATERIALS 


GROUP  AVERAGE 

43 

12 

14 

0.69 

1.57 

77.6 

16 

58 

270 

52.5 

2.13 

3.28 

5.28 

3.63 

AMERICAN  STANDARD 

12 

38 

-6 

16 

0.00 

0.00 

78.2 

39 

46 

127 

53.4 

1.90 

2.42 

NA 

3.07 

LAFARGE 

12 

19 

14 

10 

0.40 

2.08 

69.9 

4 

32 

125 

28.5 

1.88 

1.95 

8.46 

2.34 

MASCO 

12 

37 

11 

20 

0.80 

2.19 

160.7 

17 

69 

433 

62.0 

1.25 

1.83 

2.61 

2.17 

OWENS  CORNING 

12 

43 

11 

9 

0.25 

0.58 

52.0 

-3 

77 

300 

72.1 

4.40(b)  4.68 

6.01 

5.19 

PPG  INDUSTRIES 

12 

61 

14 

15 

1.28 

2.09 

183.4 

26 

47 

570 

36.8 

3.80 

4.10 

5.96 

4.45 

RPM 

05 

18 

6 

19 

0.52 

2.87 

77.5 

13 

33 

185 

54.1 

0.86(b)  0.97 

1.08 

1.09 

SHERWIN-WILLIAMS 

12 

57 

16 

21 

0.70 

1.23 

85.8 

40 

63 

425 

39.5 

2.34 

2.65 

3.01 

2.99 

TECUMSEH  PRODUCTS 

12 

59 

42 

1 1 

1.64 

2.80 

21.9 

13 

60 

199 

70.1 

5.45 

5.40 

8.33 

5.81 

USG 

12 

31 

-1 

8 

0.00 

0.00 

45.7 

5 

82 

145 

74.7 

-0.71 

3.85 

NA 

3.95 

VULCAN  MATERIALS 

12 

62 

2o 

1  i 

1.68 

2.70 

34.7 

7 

58 

179 

24.0 

4.63 

4.97 

6.55 

5  14 

YORK  INTERNATIONAL 

12 

!  3 

17 

\  6 

0.36 

0.69 

43.3 

12 

75 

281 

62.3 

-2.36 

3.30 

5.46 

3.76 
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The  horsepower  is  nothing  compared 
to  the  manpower  of  the  team. 


We  are  your  team  in  Brazil. 


•  Leadership  position  in  166  of  55}  primary  and 
secondary  debt  and  equity  registered  offerings 
since  1992; 

•  Participation  in  most  global  equity  offerings  by 
Brazilian  issuers  since  1992; 

•  Joint-leader  in  over  one  third  of  all  export 
securitization  deals  by  Brazilian  issuers  to  date; 

•  Co-leader  or  co-manager  of  46  Eurobond 
issues  totaling  over  US$  4.4  billion  since  1992; 

•  Unique  M&A,  project  finance  and  priva- 
tization advisory  capabilities; 

•  Leading  research  team:  20  analysts  covering 
1 70  companies  in  20  sectors,  distributing  research 
to  250  institutional  investors  worldwide; 

•  Full  brokerage  services:  equity,  fixed  in  come 
and  derivatives; 


•  A  72-year  success  story  building  one  of  the 
largest  private  financial  institutions  in  Brazil  with 
leading  market  shares  in  wholesale/ investment 
banking,  commercial  banking,  insurance  and  asset 
management; 

•  "Bank  of  the  Year"  -  LatinFinance  1996. 
Contacts: 

Sao  Paulo  -  Julius  Haupt  Buchenrode  or 
Sergio  Zappa:  (551 1)  867-1858  or  867-4845; 

New  York  -  Edson  Ferreira  da  Silva: 
(212)  207-9403; 

Miami  -  Marcos  Pereira:  (305)  372-0100, 

London  -  Marcelo  Felberg:  (44171)  638-2600; 

Luxembourg  -  Ricardo  Franco:  (352)  22-5 1 52; 

Asuncion  -  Carlos  Castro:  (59521)  448591. 


UNIBIXNCO 


INVESTMENT  OUTLOOK  SCOREBOARD 


COMPANY 


BOOK  P-E  1996 

RECENT    VALUE  RATIO  DIVI- 

SHARE      PER  1996  OEND 

FY       PRICE     SHARE  EST.  RATE 


YIELD 

% 


1996 

SHRS  WLuF  INSH™AL 
OUT       CHANGE  HOLDINGS 

MILS.         %  %  NUMBER 


EARNINGS  PER  SHARE 

1997  ESTIMAT 

1996  l/B/E/S  BASED  FROM  ANALYifc 

TURN-  1996       ON  l/B/E/S    VAfP » i 

OVER  1995     ANALYST  5-YR.  CON-  ifl 

%  ACTUAL      EST.  TREND  SENSUS 


(B)  CONSTRUCTION  &  REAL  ESTATE 


GROUP  AVERAGE 

24 

21 

12 

0.31 

1.61 

24.8 

-6 

72 

176 

87.9 

1.23 

1.85 

2.20 

2.37 

CENTEX 

03 

36 

26 

11 

0.20 

0.56 

28.5 

4 

74 

234 

101.5 

1.83 

3.14 

3.62 

3.26 

FLEETWOOD  ENTERPRISES 

04 

31 

12 

13 

0.64 

2.10 

38.1 

-2 

77 

280 

92.2 

1.50 

2.44 

2.67 

2.63 

KAUFMAN  &  BROAD  HOME 

11 

13 

8 

11 

0.30 

2.33 

38.9 

4 

66 

235 

88.3 

0.73 

1.20 

1.13 

1.51 

PULTE 

12 

31 

35 

12 

0.24 

0.78 

23.3 

-22 

58 

209 

78.4 

1.79 

2.47 

2.34 

2.49 

RYLAND  GROUP 

12 

14 

20 

15 

0.60 

4.32 

15.8 

0 

82 

99 

67.8 

-1.78 

0.95 

1.26 

1.17 

U.S.  HOME 

12 

25 

30 

8 

0.00 

0.00 

11.4 

-13 

83 

78 

119.0 

2.68(b)  3.22 

2.16 

3.33 

WEBB  (DEL) 

06 

17 

15 

NM 

0.20 

1.19 

17.5 

-12 

66 

94 

67.8 

1.87 

-0.44* 

NA 

2.20 

14  LEISURE  TIME  INDUSTRIES 


INDUSTRY  AVERAGE 

32 

11 

25 

0.26 

0.74 

157.3 

17 

56 

391 

103.2 

0.74 

1.37 

2.50 

—  

1.77 

(A)  EATING  PLACES 

GROUP  AVERAGE 

16 

1 

22 

0.09 

0.38 

166.9 

-3 

49 

330 

86.1 

-0.09 

0.44 

1.09 

0.78 

BRINKER  INTERNATIONAL 

06 

19 

8 

42 

0.00 

0.00 

77.3 

23 

74 

200 

73.6 

0.98 

0.44* 

0.78 

0.92 

DARDEN  RESTAURANTS 

05 

9 

8 

18 

0.08 

0.93 

157.7 

-28 

69 

357 

76.0 

0.47 

0.49 

0.38 

0.71 

FLAGSTAR 

12 

1 

-27 

NM 

0.00 

0.00 

42.4 

-63 

12 

40 

52.0 

-3.47 

-2.33 

NA 

-1.48  J 

FOODMAKER 

09 

9 

1 

18 

0.00 

0.00 

38.8 

52 

53 

73 

136.2 

-1.77 

0.51* 

NA 

0.56  a 

MCDONALD'S 

12 

47 

12 

21 

0.30 

0.64 

697.7 

3 

47 

1099 

65.7 

1.97 

2.22 

2.52 

2  55 

SHONEY'S 

10 

8 

-2 

16 

0.00 

0.00 

41.7 

-19 

42 

182 

84.2 

0.27 

0.53 

0.41 

0.75  i 

WENDY'S  INTERNATIONAL 

12 

21 

9 

18 

0.24 

1.12 

112.7 

9 

48 

356 

115.2 

0.90 

1.21 

1.38 

1.42  1 

(B)  ENTERTAINMENT 

GROUP  AVERAGE 

56 

27 

71 

0.22 

0.30 

526.5 

21 

43 

922 

70.6 

1.51 

1.16 

1.47 

1.70  ll 
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(C)  HOTEL  &  MOTEL 

GROUP  AVERAGE 

34 

11 

24 

0.09 

0.23 

126.1 

43 

60 

364 

152.3 

1.19 

1.46 

1.60 

1.73  1 

BALLY  ENTERTAINMENT 

12 

29 

6 

33 

0.00 

0.00 

51.6 

127 

43 

234 

312.3 

1.34 

0.88 

NA 

1.29  1 

CIRCUS  CIRCUS  ENTERPRISES 

01 

37 

12 

24 

0.00 

0.00 

104.0 

32 

69 

303 

130.2 

1.33 

1.50 

1.54 

2.03  1 

HARRAH'S  ENTERTAINMENT 

12 

18 

7 

14 

0.00 

0.00 

102.9 

-27 

70 

340 

139.1 

0.76 

1.29 

1.35 

1.32  1 

HILTON  HOTELS 

12 

29 

7 

27 

0.30 

1.03 

195.4 

92 

55 

321 

168.3 

0.89 

1.09 

1.21 

1.36  1 

in 

12 

46 

26 

21 

0.00 

0.00 

116.4 

-14 

66 

536 

136.3 

1.24 

2.17 

NA 

2.38 

MARRIOTT  INTERNATIONAL 

12 

56 

10 

25 

0.32 

0.57 

128.0 

49 

47 

437 

54.4 

1.87 

2.23 

2.59 

2.61 

MIRAGE  RESORTS 

12 

24 

7 

23 

0.00 

0.00 

184.6 

41 

69 

380 

125.4 

0.89 

1.05 

1.30 

1.15 

(D)  OTHER  LEISURE 

GROUP  AVERAGE 

35 

14 

18 

0.45 

1.27 

112.0 

12 

61 

354 

90.0 

0.83 

1.85 

3.85 

2.34 

AMERICAN  GREETINGS 

02 

28 

17 

13 

0.68 

2.41 

74.8 

2 

81 

356 

146.9 

1.54 

2.24 

2.21 

2.46 

BRUNSWICK 

12 

26 

12 

14 

0.50 

1.96 

98.3 

7 

67 

321 

61.4 

1.39 

1.84 

3.02 

2.13 

CARNIVAL 

11 

32 

10 

17 

0.44 

1.39 

294.3 

34 

35 

374 

34.6 

1.59 

1.90 

2.13 

2.13 

EASTMAN  KODAK 

12 

81 

15 

18 

1.60 

1.97 

333.0 

17 

58 

1114 

63.3 

3.67 

4.43 

13.55 

5.07 

HARLEY-DAVIDSON 

12 

44 

8 

23 

0.24 

0.54 

75.6 

56 

54 

298 

95.4 

1.48 

1.89 

2.35 

2.20 

HARMAN  INTERNATIONAL  INDUSTRIES 

06 

51 

24 

16 

0.20 

0.39 

18.6 

48 

86 

197 

122.6 

2.59 

3.16* 

6.82 

3.54 

HASBRO 

12 

41 

18 

18 

0.40 

0.97 

86.2 

31 

66 

348 

142.7 

1.76 

2.31 

2.69 

2.69 

IMATION 

12 

30 

26 

31 

0.00 

0.00 

41.9 

NA 

8 

93 

NA 

-2.03 

0.99 

NA 

1.84 

MATTEL 

12 

31 

5 

21 

0.24 

0.78 

270.3 

23 

74 

619 

64.6 

1.26 

1.46 

1.62 

1.70 

MUSICLAND  STORES 

12 

2 

4 

NM 

0.00 

0.00 

34.3 

-65 

43 

49 

135.0 

-4.00  - 

-0.17 

NA 

0.00 

OUTBOARD  MARINE 

09 

16 

12 

NM 

0.40 

2.46 

20.1 

-20 

80 

189 

115.5 

2.33(b) 

-0.36* 

NA 

0.93  : 

POLAROID 

12 

43 

15 

20 

0.60 

1.41 

45.6 

-10 

86 

285 

86.8 

-3.09 

2.11 

1.12 

3.16  | 

ROYAL  CARIBBEAN  CRUISES 

12 

26 

15 

12 

0.56 

2.16 

63.4 

18 

NA 

NA 

11.2 

2.35 

2.24 

3.04 

2.56 

15  MANUFACTURING 


JNDUSTRY  AVERAGE 
(A)  GENERAL  MANUFACTURING 


40 


14     18     0.57  1.40 


81.1 


19 


61      299      99.2     2.09     2.50    3.60  2.83 


GROUP  AVERAGE 

47 

14 

18 

0.75 

1.52 

91.5 

19 

57 

318 

69.0 

2.00 

2.67 

3.19 

3.05 

ALLIANT  TECHSYSTEMS 

03 

54 

15 

12 

0.00 

0.00 

12.2 

0 

50 

97 

33.0 

4.43 

4.44 

4.27 

4.97 

AVERY  DENNISON 

12 

71 

16 

22 

1.20 

1.70 

52.2 

39 

59 

419 

53.0 

2.70 

3.28 

4.12 

3.73 

CORNING 

12 

41 

9 

27 

0.72 

1.78 

230.0 

27 

61 

540 

52.6 

-0.23 

1.51 

1.39 

1.80 

DURACELL  INTERNATIONAL 

06 

U 

12 

33 

1.16 

1.74 

119.4 

29 

50 

372 

109.4 

1.95 

2.02* 

3.02 

2.41 

EXIDE 

03 

26 

21 

14 

0.08 

0.31 

20.9 

-44 

56 

108 

208.1 

0.05 

1.85 

0.04 

2.79 

FIRST  BRANDS 

06 

29 

10 

19 

0.25 

0.87 

40.8 

18 

79 

202 

79.9 

1.01 

1.53* 

1.42 

1.75 

FOAMEX  INTERNATIONAL 

12 

17 

0 

15 

0.00 

0.00 

25.3 

121 

36 

46 

149.2 

-2.01 

1.08 

NA 

1.39 

HARSCO 

12 

70 

27 

15 

1.52 

2.18 

24.8 

19 

54 

241 

33.1 

3.86 

4.72 

4.71 

5.25 

HILLENBRAND  INDUSTRIES 

11 

37 

10 

19 

0.62 

1.68 

68.9 

7 

35 

171 

24.2 

1.27 

1.99 

1.74 

2.20 

ILLINOIS  TOOL  WORKS 

12 

86 

18 

22 

0.76 

0.89 

123.9 

52 

68 

534 

33.7 

3.29 

3.89 

4.51 

4.38 

JOHNSON  CONTROLS 

m 

78 

32 

15 

1.64 

2.12 

41.4 

14 

58 

375 

51.6 

4.27(b)  5.10* 

6.02 

5.76 

MARK  IV  INDUSTRIES 

02 

22 

13 

13 

0.14(d) 

0.64 

60.0 

11 

65 

171 

42.9 

1.46(b) 

1.66 

1.95 

1.88 

MINNESOTA  MINING  &  MFG. 

12 

84 

15 

23 

1.96 

2.34 

418.0 

26 

63 

929 

41.3 

3.11 

3.61 

3.67 

4.11 

NEWELL 

12 

31 

9 

19 

0.56 

1.81 

158.8 

20 

65 

484 

54.6 

1.41 

1.61 

1.76 

1.85 

PARKER-HANNIFIN 

06 

41 

19 

13 

0.72 

1.77 

74.3 

19 

78 

380 

74.8 

2.96 

3.23* 

3.57 

3.36 

POLARiS  INDUSTRIES 

12 

22 

5 

10 

0.60 

2.74 

27.3 

-26 

23 

100 

76.5 

2.19 

2.24 

3.63 

2.33 

RUBBERMAID 

12 

24 

7 

23 

0.60 

2.50 

149.8 

-10 

46 

409 

66.0 

0.38 

1.06 

0.73 

1.31 

TRINOVA 

12 

37 

15 

11 

0.80 

2.19 

28.1 

24 

74 

232 

58.7 

3.20 

3.21 

7.74 

3.51 

TUPPERWARE 

12 

53 

4 

20 

0.88 

1.66 

62.2 

NA 

67 

237 

NA 

2.69 

2.71 

NA 

3.09 
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Don't  let 

high 
commissions  C 

bite  I 

your  assets. 


Jnleash  your  future  with  E*TRADE. 

Get  more.  Pay  less.  Any  questions? 


'ow  you  can  place  trades  and  access  the  latest  market 
telligence  through  your  PC  or  telephone — around  the 
ock — without  paying  high  commissions. 

*TRADE  has  reinvented  the  way  you  invest  by  giving 
hi  unprecedented  control  over  your  investments  along 
ith  free  news,  charts  and  research  from  Quote.com, 
\SELPNE  and  others. 

is  no  wonder  E*TRADE  was  named  Best  Cyberspace 
•oker  by  Money  magazine,  a  finalist  in  PC  Computings 
ost  Valuable  Product  Awards  for  1996,  and  "the  leader" 

Internet  trading  by  the  San  Francisco  Chronicle  (1 1/26). 

heck  us  out  at  our  Web  site  or  call  today.  You'll  see  why 
*TRADE  is  the  smarter  way  to  invest. 


E*TRADE 

e.  Schwab 

Fidelity  Plus 
On-line  Express 

Trade  via  PC 
1200  listed  shares 

$14.95 

$36.00 

$137.07 

Trade  by  phone 
1200  Nasdaq  shares  @ 

$20  $19-95 

$137.52 

$137.07 

Real-time  news 

Free 

Not  Available 

Not  Available 

Price  Charts 

Free 

Free 

Not  Available 

Fundamental  data 

Free 

Not  Available 

Not  Available 

Earning  estimates 

Free 

Not  Available 

Not  Available 

Limit  and  stop  orders  are  $  1 9  95  Add  1  e/share  over  5.000  shares  Add  $  1 5  for  broker- 
assisted  trades  Orders  execute  during  market  hours  Comparative  rates  are  based  on  a 
10/31/96  phone  survey  Some  firms  may  offer  discounts  and  services  not  available  at 
E-TRADE  No  connect  fees  for  Web  access  Direct  modem  and  touchtone  connect  fees 
are  27c/minute,  but  with  12  free  minutes  per  trade,  you  may  pay  nothing 


E 


Call  1-800-STOCKS-3 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1996 

1997  ESTIMATE- 

BOOK 

P-E 

1996 

MARKET 

1996 

l/B/E/S 

BASED 

FROM  ANALY'. 

RECENT 
SHARE 

VALUE 
PER 

RATIO 
1996 

DIVI- 
DEND 

YIELD 

SHRS 
OUT. 

VALUE 
CHANGE 

INSIIIUIIUNAL 
HOLDINGS 

TURN- 
OVER 

1995 

1996 
WAIYST 

ON 
5-YR 

I/B/E/S  VAI 
CON-  Tl 
SENSUS 

COMPANY 

FY 

PRICE 

SHARE 

EST. 

RATE 

MILS. 

% 

■ 

NUMBER 

ACTUAL 

EST. 

TREND 

(B)  MACHINE  &  HAND  TOOLS 

GROUP  AVERAGE 

34 

13 

16 

0.51 

1.57 

50.3 

28 

59. 

230 

59.5 

1.84 

2.17 

2.88 

2.52 

BLACK  &  DECKER 

12 

38 

15 

16 

0.48 

1.27 

87.7 

9 

81 

411 

102.2 

2.33 

2.42 

3.15 

2.65 

CINCINNATI  MILACRON 

12 

21 

10 

12 

0.36 

1.74 

39.9 

-8 

69 

211 

76.8 

3.04 

1.73 

3.47 

2.01 

DANAHER 

12 

45 

13 

21 

0.10 

0.22 

58.5 

41 

38 

228 

24.5 

1.77 

2.13 

4.13 

2.42 

KENNAMETAL 

06 

36 

17 

14 

0.68 

1.88 

26.7 

14 

74 

219 

87.9 

2.58 

2.62* 

2.55 

3.01 

LINCOLN  ELECTRIC 

12 

32 

15 

11 

0.48 

1.50 

24.9 

28 

4 

27 

7.8 

2.63 

2.92 

4.63 

3.18 

SNAP-ON 

12 

36 

13 

17 

0.80 

2.21 

61.2 

21 

72 

326 

46.4 

1.84 

2.12 

2.37 

2.41 

SPX 

12 

32 

12 

19 

0.40 

1.26 

14.6 

103 

67 

98 

75.6 

-0.10 

1.70 

1.52 

2.44  1 

STANLEY  WORKS 

12 

30 

9 

17 

0.74 

2.51 

88.9 

15 

68 

323 

54.8 

0.67 

1.74 

1.24 

2.06 

(C)  SPECIAL  MACHINERY 

GROUP  AVERAGE 

42 

15 

16 

0.53 

1.37 

93.5 

20 

70 

373 

162.3 

2.67 

2.96 

5.17 

3.18 

AGCO 

12 

28 

13 

1 1 

0.04 

0.14 

57.1 

24 

83 

240 

134.7 

2.30(b)  2.44 

4.50 

2.97  1 

APPLIED  MATERIALS 

10 

38 

13 

12 

0.00 

0.00 

179.8 

-3 

60 

598 

535.6 

2.56 

3.27* 

7.26 

1.85  ] 

BRIGGS  &  STRATTON 

06 

41 

17 

13 

1.08 

2.61 

28.9 

-5 

65 

295 

48.1 

3.62 

3.19* 

5.04 

3.70 

CASE 

12 

53 

24 

12 

0.20 

0.38 

73.2 

18 

86 

393 

129.3 

4.72 

4.47 

NA 

4.96 

CATERPILLAR 

12 

79 

21 

1 1 

1.60 

2.02 

191.5 

33 

68 

668 

91.7 

5.72 

6.92 

9.03 

7.16  ;1 

COLTEC  INDUSTRIES 

12 

19 

-6 

19 

0.00 

0.00 

67.7 

54 

92 

112 

69.5 

1.02 

0.97 

1.01 

1.28 

DEERE 

10 

45 

13 

14 

0.80 

1.79 

258.3 

25 

77 

74 1 

84.1 

2.71 

3.14* 

10.29 

3.50  1 

DOVER 

12 

53 

13 

18 

0.68 

1.27 

112.5 

43 

64 

519 

51.2 

2.45 

2.92 

3.55 

3.21 

DRESSER  INDUSTRIES 

10 

33 

9 

23 

0.68 

2.08 

175.7 

29 

74 

499 

80.9 

1.17 

1.44 

1.76 

1.70 

FMC 

12 

77 

22 

14 

0.00 

0.00 

37.1 

16 

67 

278 

59.1 

5.72 

5.65 

5.18 

6.59  1 

HARNISCHFEGER  INDUSTRIES 

10 

44 

14 

18 

0.40 

0.90 

47.5 

36 

78 

338 

122.3 

1.99 

2.42* 

1.70 

3.82 

INGERSOLL-RAND 

12 

47 

18 

15 

0.82 

1.76 

109.3 

33 

67 

480 

62.5 

2.55 

3.15 

3.59 

3.42 

LAM  RESEARCH 

06 

36 

20 

8 

0.00 

0.00 

30.5 

-13 

50 

170 

948.9 

3.06(b) 

4.67* 

8.27 

1.09  ; 

McDERMOTT  INTERNATIONAL 

03 

18 

12 

NM 

1.00 

5.63 

54.7 

-19 

68 

247 

123.0 

0.23 

-0.52 

NA 

0.76  ' 

PFNTAIR 

12 

29 

1 3 

2  7 

0  50 

1  72 

37  6 

l  o 

56 

163 

jO.U 

1.41(b) 

1.72 

i  on 

1  .OU 

Z.UO 

STEWART  &  STEVENSON  SERVICES 

01 

25 

14 

23 

0.34 

1.37 

33.1 

-2 

65 

180 

203.8 

1.87 

1.10 

1.63 

1.82 

TIMKEN 

12 

46 

28 

11 

1.20 

2.63 

31.3 

19 

65 

261 

72.1 

3.60 

4.29 

16.29 

4.78 

TYCO  INTERNATIONAL 

06 

55 

14 

27 

0.20 

0.37 

156.6 

58 

80 

525 

46.8 

1.44 

2.03* 

1.85 

2.48 

(D)  TEXTILES 

GROUP  AVERAGE 

21 

13 

28 

0.29 

0.98 

56.5 

7 

53 

134 

59.7 

1.15 

1.23 

1.53 

1.74 

BURLINGTON  INDUSTRIES 

09 

11 

10 

16 

0.00 

0.00 

62.6 

-17 

78 

138 

39.5 

1.05 

0.66* 

0.62 

1.17 

COLLINS  &  AIKMAN 

01 

6 

-3 

8 

0.00 

0.00 

67.6 

-12 

16 

42 

10.2 

3.23 

0.80 

NA 

0.93  J 

FIELDCREST  CANNON 

12 

14 

24 

103 

0.00 

0.00 

9.1 

-12 

64 

71 

113.0 

-2.28 

0.14 

0.39 

1.47 

MOHAWK  INDUSTRIES 

12 

24 

9 

17 

0.00 

0.00 

34.4 

58 

50 

85 

121.2 

0.19 

1.40 

0.74 

1.67 

SHAW  INDUSTRIES 

12 

12 

5 

17 

0.30 

2.55 

137.1 

-20 

56 

170 

61.3 

0.47 

0.68 

0.87 

0.89 

SPRINGS  INDUSTRIES 

12 

47 

39 

12 

1.32 

2.84 

20.1 

12 

40 

250 

33.1 

3.71 

3.73 

5.08 

4.33 

UNIFI 

06 

30 

9 

26 

0.44 

1.45 

64.5 

35 

65 

180 

39.7 

]  .67 

1.18* 

1.47 

1.74 

16  METALS  &  MINING 

INDUSTRY  AVERAGE 

27 

19 

19 

0.52 

1.54 

71.5 

-8 

58 

247 

90.3 

3.06 

1.62 

3.42 

2.11  ; 

(A)  ALUMINUM 

GROUP  AVERAGE 

42 

24 

22 

0.58 

0.94 

88.4 

3 

65 

363 

109.6 

3.70 

1.84 

5.49 

3.42  : 

ALUMAX 

12 

32 

36 

16 

0.00 

0.00 

45.0 

6 

85 

230 

130.5 

4.33(b)  2.04 

NA 

3.11  ; 

ALUMINUM  CO.  OF  AMERICA 

12 

64 

25 

18 

0.90(c) 

1.41 

173.4 

18 

75 

740 

114.9 

4.43 

3.59 

8.47 

5.39  | 

KAISER  ALUMINUM 

12 

1 1 

1 

NM 

0.00 

0.00 

71.6 

-19 

20 

76 

55.8 

0.69 

-0.17 

NA 

1.13  1 

REYNOLDS  METALS 

12 

60 

33 

32 

1.40 

2.35 

63.7 

5 

80 

404 

137.4 

5.35 

1.88 

2.51 

4.06 

(B) STEEL 

GROUP  AVERAGE 

20 

15 

18 

0.33 

1.30 

58.9 

-13 

55 

178 

78.8 

2.55 

1.23 

2.62 

1.62  « 

AK  STEEL  HOLDING 

12 

38 

28 

8 

0.80 

2.10 

26.3 

13 

70 

131 

120.8 

8.14(b)  4.96 

NA 

4.77 

ARMCO 

12 

5 

■  4 

N  M 

0.00 

0.00 

106.6 

-23 

68 

190 

45.8 

0.05 

-0.08 

NA 

0.50  ; 

BETHLEHEM  STEEL 

12 

9 

1 1 

26 

0.00 

0.00 

111.7 

-35 

70 

252 

168.4 

1.24 

0.35 

NA 

0  41  H 

COMMERCIAL  METALS 

08 

32 

21 

11 

0.52 

1.63 

15.1 

30 

43 

102 

25.9 

2.52 

3.01* 

4.13 

3.19 

INLAND  STEEL  INDUSTRIES 

12 

19 

17 

16 

0.20 

1.07 

48.7 

-26 

71 

228 

88.1 

2.69 

1.17 

NA 

1.41 

LTV 

12 

11 

14 

11 

0.12 

1.12 

105.3 

-22 

65 

167 

81.8 

1.79 

0.94 

1.96 

0.82 

LUKENS 

12 

18 

18 

NM 

1.00 

5.44 

14.8 

-36 

69 

108 

96.3 

2.05(b) 

-0.78 

NA 

0.55 

NATIONAL  STEEL 

12 

9 

12 

43 

0.00 

0.00 

43.3 

-27 

39 

57 

34.0 

2.21 

0.22 

NA 

0.79  2 

NUCOR 

12 

54 

17 

21 

0.32 

0.59 

87.7 

-5 

62 

497 

73.7 

3.14 

2.64 

4.79 

3.39 

ROUGE  STEEL 

12 

22 

19 

13 

0.12 

0.55 

21.9 

-8 

29 

31 

14.3 

4.37 

1.63 

1.87 

1.65  | 

USX-U.S.  STEEL  GROUP 

12 

30 

17 

13 

1.00 

3.32 

84.4 

0 

63 

316 

112.3 

3.43(b)  2.30 

NA 

3.10 

WEIRTON  STEEL 

12 

3 

5 

NM 

0.00 

0.00 

42.6 

-36 

27 

50 

52.0 

1.26  - 

-0.60 

NA 

0.19  4 

WHX 

12 

9 

30 

18 

000 

0.00 

25.4 

-7 

47 

83 

121.9 

1.79(b)  0.51 

1.69 

0.73  | 

WORTHINGTON  INDUSTRIES 

05 

20 

7 

20 

0.48 

2.42 

90.8 

-4 

49 

276 

67.3 

1.01 

0.98 

1.29 

1.24 

(C)  OTHER  METALS 

GROUP  AVERAGE 

39 

27 

20 

1.13 

2.94 

98.6 

0 

59 

375 

111.4 

4.19 

2.75 

3.57 

2.51  1 

ASARCO 

12 

27 

40 

15 

0.80 

2.94 

42.8 

-14 

64 

276 

161.9 

4.00 

1.85 

3.07 

1.45  1 

CYPRUS  AMAX  MINERALS 

12 

25 

26 

18 

0.80 

3.23 

93.2 

-5 

54 

361 

88.2 

1.13(b) 

1.40 

1.73 

1.46 

FREEPORT-McMORAN  COPPER  &  GOLD 

12 

32 

2 

37 

0.90 

2.86 

193.2 

9 

46 

333 

30.0 

0.98 

0.86 

0.79 

1.07 

PHELPS  DODGF 

12 

73 

42 

11 

2.00 

2.75 

65.0 

11 

72 

530 

165.4 

10.65 

6.89 

8.69 

6.07 

1 
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From  the  23rd  century. 


R 


Photo  Quality 


Color  and  detail  so  accurate  your 
output's  always  picture  perfect. 


The  future  is  looking  bright.  Brilliant,  actually,  with  the  new 
EPSON"  Stylus'  Color  500  ink  jet  printer. 


CALL  I  800  CO  EPSON 


ASK  FOR  OPERATOR  3100 


Imagine.  720  x  720  dpi  for  true  Photo  Quality  color.  Laser- 
quality  black  text.  Dazzling  color  printing  at  fast  print  speeds    . _  

cv  virtually  any  paper.  And  simple  start-up  with  our  Easy  Setup  software.  With  our  free  award-winning 
(loaded  with  full-version  Adobe  and  Sierra  software),  you  can  create  striking  presentations 
and  reports  for  work.  Or  birthday  cards  and  banners  for  fun.  All  with  a  two-year  warranty  for  just  $289 
(not  bad,  since  the  Color  Pak's  worth  up  to  $299  alone).  Visit  us  at  www.epson.com  for  even  more 
reasons  why  the  EPSON  Stylus  Color  500  is  truly  ahead  of  the  competition  And  ahead  of  its  time. 


EPSON 


Laser 
Quality^ 


Black  text  that 
won't  break  up- 
even  when  it's 
blown  up.  See7 


A 


YOU'VE  GOT  TO  SEE  IT  IN    13  COLOR' 


st  price  may  vary  EPSON  and  EPSON  Stylus  are  registered  trademarks  of  Seiko  Epson  Corp  All  other  trademarks  are  the  property  of  their  respective  owners  ©  1996  Epson  America,  Inc 
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INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 

1996 

1997  ESTIMATE! 

BOOK 

P-E 

1996  ' 

MARKET 

1996 

1/8/E/S 

BASED 

FROM  analy: 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSIIIUIIUNAL 

TURN- 

1996 

ON 

l/B/E/S 

W.i 

SHARE 

PER 

1996 

DEND 

YIELD 

OUT 

CHANGE 

HOLDINGS 

OVER 

1995 

ANALYST 

5-YR. 

CON- 

n 

COMPANY 

FY 

PRICE 

SHARE 

EST. 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST 

TREND 

SENSUS 

17  NONBANK  FINANCIAL 

INDUSTRY  AVERAGE 

51 

29 

16 

0.85 

1.68 

121.4 

26 

57' 

330 

67.1 

3.26 

3.71 

4.17 

4.21 

(AJ  rINANlrlAL  bhKVILka 

GROUP  AVERAGE 

51 

20 

14 

0.85 

1.59 

183.3 

33 

59 

417 

73.9 

2.75 

3.86 

4.32 

4.01 

ALEXANDER  &  ALEXANDER 

1  2 

15 

1 1 

18 

0.10 

0.69 

43.4 

-26 

66 

205 

44.2 

1.44 

0.82 

1.00 

0.99 

1 

AMERICAN  EXPRESS 

12 

52 

'.  7 

1 5 

0.90 

1.72 

473.5 

24 

6l  i 

960 

62.3 

3.11 

3.58 

4.90 

4.07 

ASSOCIATES  FIRST  CAPITAL 

12 

48 

1 5 

20 

0.40 

0.83 

346.7 

NA 

15 

202 

NA 

NA 

2.48 

NA 

2.95 

BEAR  STEARNS 

06 

28 

20 

g 

0  60(rl) 

2.18 

1 16.9 

37 

57 

279 

64  6 

1.62 

3.43* 

3  58 

3  05 

BENEFICIAL 

12 

62 

29 

1 1 

2.08 

3.35 

53.7 

34 

70 

349 

72.6 

2.72 

5.45 

4.51 

5.98 

BLOCK  (H&R) 

04 

29 

8 

2 c) 

1.28 

4.38 

104.0 

-28 

63 

452 

140.7 

1.67 

1.18 

1.20 

1.74 

1 

CAPITAL  ONE  FINANCIAL 

12 

36 

1 1 

16 

0.32 

0.89 

66.2 

51 

58 

222 

80.1 

1.90 

2.30 

2.45 

2.78 

COUNTRYWIDE  CREDIT  INDUSTRIES 

02 

29 

14 

j  2 

0.32 

1.11 

102.7 

34 

77 

206 

109  9 

1.95 

2.42 

2  48 

2  73 

DEAN  WITTER,  DISCOVER 

12 

68 

31 

12 

0.88 

1.29 

161.3 

39 

55 

566 

68.3 

4.88(b)  5.49 

6.87 

6.40 

DONALDSON,  LUFKIN  &  JENRETTE 

12 

36 

2  5 

8 

0.50 

1.40 

53.3 

1  A 

57 

89 

28.0 

3.08 

4.27 

NA 

3.90 

EDWARDS  (A  G  ) 

02 

;  1 

1 8 

1 0 

0.64 

2.05 

62.8 

'■':{  1 

. .  i  j 

242 

58  4 

2.65 

3.17 

3  20 

2  94 

EQUIFAX 

12 

33 

2 

27 

0.33 

1.01 

145.4 

51 

54 

386 

58.5 

i .  98 

1.21 

1  59 

1.44 

FANNIE  MAE 

12 

41 

10 

17 

0.76 

1.84 

1067.4 

30 

77 

1322 

61.9 

1.96 

2.48 

2.69 

2.80 

FEDERAL  HOME  LOAN  MORTGAGE 

12 

114 

33 

17 

1.40 

1.23 

178.8 

37 

76 

728 

59.7 

5.69 

6.60 

7.96 

7.65 

FIRST  AMERICAN  FINANCIAL 

12 

37 

28 

9 

0.72 

1.97 

11.4 

37 

53 

71 

40.5 

0.67 

4.29 

3.40 

3.99 

2 

FIRST  USA 

06 

33 

9 

18 

0.24 

0.73 

121.0 

50 

83 

311 

145.2 

1.37 

1.85* 

7.11 

2.30 

HOUSEHOLD  INTERNATIONAL 

12 

95 

27 

18 

1.56 

1.65 

96.8 

59 

66 

499 

67.2 

4.31 

5.28 

7.07 

6.43 

LEHMAN  BROTHERS  HOLDINGS 

i  1 

29 

32 

10 

0.20 

0.69 

100.0 

31 

66 

264 

91  8 

1.76 

3.06 

NA 

2.91 

marsh  &  Mclennan 

12 

113 

24 

L8 

3.60 

3.18 

71.7 

26 

67 

479 

50.2 

5.53 

6.24 

6.62 

6.89 

MERRILL  LYNCH 

12 

80 

36 

11 

1.20 

1.50 

L65  6 

52 

50 

504 

106.9 

5.44 

7.55 

8.30 

6.95 

MORGAN  STANLEY  GROUP 

11 

60 

31 

10 

0.70 

1.16 

152.4 

46 

40 

438 

68.5 

3.33(b)  6.04 

4.78 

5.32 

PAINEWEBBER  GROUP 

12 

27 

16 

8 

0.48 

1.77 

93.0 

30 

39 

142 

47.8 

0.52(b)  3.27 

1.03 

2.88 

SALLIE  MAE 

12 

96 

15 

14 

1.60 

1.66 

'  54.5 

37 

92 

355 

120.0 

5.34 

6.66 

7.08 

7.32 

SALOMON 

12 

46 

40 

7 

0.64 

1.40 

109.0 

32 

47 

405 

82.1 

3.50(b)  6.77 

5.93 

4.83 

1 

SCHWAB  (CHARLES) 

12 

30 

4 

23 

0.20 

0.66 

175.1 

51 

275 

62.9 

0.97 

1.29 

1.80 

1.49 

TRAVELERS  GROUP 

12 

45 

18 

14 

0.45 

1.00 

639.6 

45 

66 

885 

56.3 

2.43 

3.26 

3.79 

3.61 

(B)  INSURANCE 


GROUP  AVERAGE 

53 

35 

16 

0.91 

1.79 

97.7 

20 

54 

303 

53.0 

3.72 

3.83 

4.28 

4.50 

AETNA 

12 

72 

67 

16 

0.80 

1.11 

150.9 

37 

75 

865 

132.9 

4.16 

4.39 

4.15 

5.66 

AFLAC 

12 

42 

15 

17 

0.40 

0.96 

138.7 

4  1 

49 

54 : 

44.2 

2.33 

2.41 

3.21 

2.79  -1 

ALLMERICA  FINANCIAL 

12 

33 

33 

1 2 

0.20 

0.60 

50.1 

23 

149 

43.9 

2  91 

2.75 

NA 

3.17 

ALLMERICA  PROPERTY  &  CASUA1TY 

12 

29 

24 

13 

0.16 

0.55 

61.9 

10 

85 

103 

10.8 

2.28 

2.17 

3.02 

2.50 

ALLSTATE 

12 

60 

28 

17 

0.85 

1.41 

445.5 

46 

74 

823 

50.8 

4.24 

3.63 

4.35 

4.81 

AMERICAN  BANKERS  INSURANCE  GROUP 

12 

49 

28 

12 

0.80 

1.64 

20.4 

26 

65 

185 

86.6 

3.48 

4.06 

4.12 

4:50 

AMERICAN  FINANCIAL  GROUP 

12 

36 

25 

22 

1.00 

2.78 

61.0 

19 

31 

153 

28.8 

3.87 

1.64 

0  91 

3.68 

AMERICAN  GENERAL 

12 

41 

25 

13 

1.30 

3.16 

205.4 

19 

66 

496 

36.5 

2.66 

3.19 

3.03 

3.63 

AMERICAN  INTERNATIONAL  GROUP 

12 

115 

45 

19 

0.40 

0.35 

469.4 

23 

49 

1297 

35.6 

5.30 

5.95 

6.76 

6.70 

AMERICAN  NATIONAL  INSURANCE 

12 

75 

9] 

12 

2.52 

3.35 

26.5 

1  3 

20 

92 

10.1 

7.79 

6.40 

8.25 

6.85 

AMERICAN  STATES  FINANCIAL 

12 

27 

20 

1  1 

0.84 

3.07 

60.1 

NA 

8 

32 

NA 

2.97 

2.39 

NA 

2.94 

AON 

12 

61 

25 

18 

1.44 

2.37 

1 1  18  3 

22 

49 

321 

39.9 

2.57 

3.33 

3.41 

4.19 

BANKERS  LIFE  HOLDING 

12 

25 

2d 

9 

0.60 

2.44 

49.3 

19 

5 

54 

13.4 

2.46 

2.78 

3.21 

3.08 

BERKLEY  (W.R.) 

12 

53 

44 

15 

0.52 

0.99 

19.7 

5 

70 

145 

95.2 

2.86 

3.60 

2.90 

4.28 

CHUBB 

12 

54 

31 

15 

1.08 

1.99 

174.0 

12 

66 

640 

67.2 

3.93 

3.64 

3.61 

4.18  ' 

CIGNA 

12 

141 

93 

11 

3.20 

2.26 

75.2 

35 

85 

614 

75.8 

2.86 

12.81 

7.32 

13.66 

CINCINNATI  FINANCIAL 

12 

60 

52 

17 

1.48 

2.46 

55.8 

-3 

33 

168 

22.9 

3.99 

3.47 

4.14 

4.21 

CNA  FINANCIAL 

12 

108 

L06 

11 

0.00 

0.00 

61.8 

5 

97 

120 

8  ■  1 

12.14 

9.99 

5.22 

11.30  1 

CONSECO 

12 

56 

18 

15 

0.25 

0.45 

41.9 

84 

77 

180 

259.8 

4.26(b)  3.62 

4.46 

4.96 

EQUITABLE 

12 

25 

18 

12 

0.20 

0.81 

185.5 

4 

22 

195 

39.1 

1.68(b)  2.08 

2  58 

2  35 

EVEREST  REINSURANCE  HOLDINGS 

12 

28 

19 

13 

0.12 

0.43 

50.5 

20 

82 

211 

86.9 

0.01 

2.11 

NA 

----  — 

2.45 

FIRST  COLONY 

12 

36 

26 

14 

0.46 

1.28 

49.3 

42 

56 

182 

75.2 

3.00 

2.61 

2.75 

2.88 

GENERAL  RE 

12 

!  6' ' 

83 

16 

2.04 

1.21 

78.3 

- 

81 

701 

86.8 

9.92 

10.66 

11.19 

11.72 

in  HARTFORD  GROUP 

12 

68 

35 

15 

1.60 

2.34 

117.3 

42 

68 

497 

82.4 

4.77 

4.43 

NA 

6.10 

JEFFERSON-PILOT 

12 

58 

31 

16 

1.44 

2.47 

70.7 

24 

38 

342 

32.1 

3.55 

3.72 

4.22 

4.18 

JOHN  ALDEN  FINANCIAL 

12 

18 

18 

10 

0.48 

2.72 

24.6 

-15 

,8 

113 

104.8 

0.20 

1.84 

0.62 

2.53 

LIBERTY  FINANCIAL 

1  2 

35 

34 

11 

0.60 

1.70 

28.4 

20 

7 

42 

9.8 

2.64 

3.23 

NA 

3.58 

LINCOLN  NATIONAL 

12 

54 

41 

1.84 

3.42 

104.4 

0 

61 

418 

38.2 

4.63 

4.06 

4.99 

4.57 

LOEWS 

12 

93 

7  ■: 

11 

1.00 

1.08 

115.0 

16 

45 

480 

46.3 

14.98 

8.47 

8.67 

10.05 

OHIO  CASUALTY 

12 

34 

30 

22 

1.60 

4.71 

35.2 

-13 

50 

140 

36.9 

2.67 

1.53 

1.76 

3.06 

OLD  REPUBLIC  INTERNATIONAL 

12 

27 

21 

0.44 

1.62 

86.5 

25 

70 

229 

37.4 

2.28(b)  2.32 

2.40 

2.58 

PAUL  REVERE 

12 

32 

28 

0  24 

0.76 

45.0 

52 

10 

49 

27.4 

1.90 

1.86 

1.98 

2.05 

PROGRESSIVE 

12 

70 

22 

18 

0.24 

0.34 

71.4 

41 

60 

233 

37.5 

3.26 

3.98 

8.17 

4.39 

PROVIDENT 

L2 

42 

3  3 

14 

0.72 

1.72 

45.6 

24 

59 

159 

37.1 

2.27 

2.96 

2.73 

3.55  : 

PROVIDIAN 

12 

54 

31 

12 

1.00 

1.87 

93.3 

30 

6 

438 

53.4 

3.60 

4.53 

4.46 

4.99 

RELIANCE  GROUP  HOLDINGS 

12 

9 

5 

90 

0.32 

3.56 

114.1 

5 

33 

118 

45.8 

0.83 

0.10 

0.10 

1.00 

RELIASTAR  FINANCIAL 

12 

56 

34 

12 

1.12 

2.01 

36.6 

27 

65 

246 

47.9 

4.10(b)  4.56 

5.96 

5.i2  ; 

SAFECO 

12 

42 

31 

14 

1.16 

2.79 

126.1 

21 

60 

406 

67.9 

3.17 

3.07 

3.48 

3.30  j 

ST.  PAUL 

12 

59 

46 

13 

1.76 

2.99 

83.2 

5 

76 

459 

60.6 

5.99 

4.53 

5.25 

5.63  « 

SUNAMERICA 

09 

42 

10 

21 

0.40 

0.96 

119.3 

93 

64 

328 

72.6 

1.42 

1.95* 

2.70 

2.44 

TIG  HOLDINGS 

12 

31 

20 

12 

0.20 

0.66 

56.3 

0 

83 

174 

84.9 

1.89 

2.49 

NA 

2.86 

TORCHMARK 

12 

52 

22 

12 

1.16 

2.23 

70.4 

13 

59 

335 

39.8 

3.80 

4.35 

4.44 

4.75 

TRANSAMERICA 

12 

/'.. 

50 

13 

2.00 

2.52 

66.7 

7 

5  3 

358 

47.1 

6.58 

6.23 

11.38 

7.21 

p 
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s    Discount  Brokerage 


Switch  to  the  account  that  puts  you 
on  top  of  all  your  investments. 


FIDELITY  VS.  FULL-COST  BROKERS 


Annua) 

Fee 


Commissions' 

+  (10  trades  of  500 

shares  at  (Wshare) 


Margin  Rate2 

(Effective  interest  rate  on 
yearly  balance  of  $2<>.000) 


Total 
=  Annual 

Savings 


$83 

$3,070 

,      .  $2,508 

$2,075  HMKjH 

$2,321 

None 

$1,265  1 

9181  Fidelity  Ultra  Service  Account®  ■■  Full-Cost  Brokers 

'Based  on  an  October  19%  survey  of  certain  full-cost  brokers  for  equity  trades.  Minimum  commission:  $38. 
Fees  and  commissions  are  subject  to  change.  Savings  will  vary  based  on  the  size  and  nature  of  trades.  The 
commissions  in  the  above  chart  represent  an  average  taken  from  the  survey.    'Margin  rates  in  the  above  chart 
represent  an  average  taken  from  an  1 1/13/%  survey  and  for  these  full-cost  brokers  are  9.3%,  9-5%  and  10%. 
All  margin  rates  compounded  monthly. 


And  brings  down  your  costs. 


The  Fidelity  Ultra  Service  Account®  can  help  lower  your  costs. 
Without  sacrificing  the  services  you  may  need. 

Access  to  cash.  7  days  a  week,  24  hours  a  day. 

You  can  make  ATM  withdrawals.  Write  checks.  Use  a  free  Visa® 
Gold  Check  Card.  Even  go  online  to  place  orders. 

Unlimited  investment  opportunities. 

Buy  domestic  and  international  stocks.  Options.  Fixed-income 
securities.  Precious  metals.  UITs.  CDs.  T-bills.  You  name  it. 

Largest  selection  of  mutual  funds  in  the  nation. 

Fidelity  FundsNetwork®  offers  over  3,300  mutual  funds,  from 
over  300  fund  families.  Hundreds  come  with  no  load  and  are 
available  without  paying  a  fee  to  Fidelity.3 

Up-to-the  minute,  third-party  research. 

Our  Real-Time  Research^  package  gives  you  reports  from 


Momingstar.  Standard  &  Poor's.  Investor's  Monthly.  FundsNetwork 
FundScreens.  Even  Argus.  First  Call.  And  Vickers. 

Total  control  over  your  portfolio. 

Your  monthly  statement  tells  you  the  net  value  of  your  portfolio. 
The  transactions  you've  made.  The  cost  basis  on  all  your  mutual 
funds.  And  your  monthly  and  year-to-date  earnings. 

Substantial  savings  over  your  full-cost  broker. 

You  save  on  annual  fees.  On  margin  rates  and  on  commissions. 
Trade  an  average  of  ten  times  a  year,  and  we  could  save  you  as 
much  as  $2,321  annually. 

So  switch  to  the  Fidelity  Ultra  Service  Account.  Questions?  Our  reps 
are  always  ready  to  talk  with  you.  24  hours  a  day.  7  days  a  week. 

Request  your  Fidelity  Ultra  Service  Account  kit 
Call  us  today. 


Fidelity 
Investments® 


1-800-544-0003 


www.fidelity.com 


TDD  SERVICE:  J -800-544-01 18  for  the  deaf  and  hearing-impaired  9  a.m-9  p.m.  ET. 

For  more  complete  information  on  any  fund  available  through  Fidelity  including  charges  and  expenses,  call  for  a  free  prospectus. 

Please  read  it  carefully  before  you  invest  or  send  money. 

'All  fees  as  described  in  the  fund's  prospectus  apply.  For  more  information  on  the  FundsNetwork  program,  call  for  a  FundsNetwork  Performance  Director)'. 
Fidelity  Ultra  Service  is  a  service  of  Fidelity  Brokerage  Services,  Inc.  Member  NYSE,  SIPC. 
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INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1997  ESTIMATE! 

BOOK 

P-E 

1996 

1996 
MARKET 

1996 

I/B/E7S 

BASED 

FROM  ANAL' 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS 

VALUE 

INSIIIUIIUNAL 

TURN- 

1996 

ON 

l/B/E/S 

V, 

SHARE 

PER 

1996 

DEND 

YIELD 

OUT. 

CHANGE 

HOLDINGS 

OVER 

1995 

ANALYST 

5-YR 

CON- 

] 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATE 

% 

MILS 

% 

% 

NUMBER 

% 

ACTUAL 

EST 

TREND 

SENSUS 

TRANSATLANTIC  HOLDINGS 

12 

80 

45 

13 

0.48 

0.60 

23.0 

9 

75 

164 

37.0 

5.75 

6.15 

7.28 

6.97 

TRAVELERS/AETNA  PROPERTY  CASUALTY 

12 

35 

14 

17 

0.30 

0.87 

400.1 

NA 

10 

131 

NA 

1.06 

2.08 

NA 

2.59 

20TH  CENTURY  INDUSTRIES 

12 

15 

5 

1 1 

0.00 

0.00 

51.5 

-25 

28 

115 

28.5 

0.88 

1.33 

0.94 

1.35 

UNITRIN 

12 

53 

39 

16 

2.20 

A.13 

37.3 

7 

24 

106 

28.0 

3.73 

3.35 

3.60 

3.72 

UNUM 

1 2 

71 

31 

17 

1.10 

1.55 

73.1 

30 

70 

399 

54.8 

3.87 

4.16 

3.75 

4.90 

USF&G 

12 

20 

13 

15 

0.20 

1.00 

1 16.0 

15 

59 

324 

80.6 

1.53(b)  1.36 

2.90 

1.59 

USLIFE 

12 

31 

34 

10 

0.99 

3.20 

34.4 

3 

69 

267 

61.5 

3.03 

3.19 

3.61 

3.47 

(C)  SAVINGS  &  LOAN 

GROUP  AVERAGE 

37 

22 

19 

0.56 

1.36 

71.8 

38 

68 

234 

111.7 

2.15 

2.63 

2.99 

3.21 

AHMANSON  (H.F.) 

12 

33 

23 

16 

0.88 

2.67 

105.5 

14 

88 

347 

121.1 

3.39 

2.05 

tL .  JO 

2.74 

CAL  FED  BANCORP 

12 

24 

13 

12 

0.00 

0.00 

49.4 

55 

62 

149 

131.3 

1.36 

2.03 

NA 

2.29 

CHARTER  ONE  FINANCIAL 

12 

44 

19 

13 

0.92 

2.12 

46.8 

48 

62 

216 

137.1 

0.70 

3.43 

2.22 

3.90 

DIME  BANCORP 

12 

16 

9 

14 

0.00 

0.00 

106.3 

46 

56 

189 

88.3 

0.57 

1.10 

1.23 

1.32 

GLENDALE  FEDERAL  BANK 

06 

21 

20 

58 

0.00 

0.00 

46.7 

37 

69 

151 

156.6 

1.28 

0.36* 

NA 

1.20 

GOLDEN  WEST  FINANCIAL 

12 

68 

40 

13 

0.44 

0.65 

57.4 

19 

65 

266 

44.0 

4.00 

5.21 

4.73 

5.78 

GREAT  WESTERN  FINANCIAL 

12 

31 

22 

15 

1.00 

3.21 

130.9 

17 

82 

397 

100.6 

1.71(b)  2.08 

1.98 

2.65 

STANDARD  FEDERAL  BANCORPORATION 

12 

56 

29 

13 

0.80 

1.42 

31.2 

43 

71 

182 

73.9 

3.70 

4.32 

5.08 

5.29 

WASHINGTON  MUTUAL 

12 

44 

23 

14 

0.96 

2.21 

72.1 

65 

57 

207 

152.2 

2.59(b)  3.09 

3.08 

3.70 

i; 

18  OFFICE  EQUIPMENT  &  COMPUTERS 

INDUSTRY  AVERAGE 

38 

9 

30 

0.15 

0.31 

200.8 

48 

55 

422 

244.6 

0.78 

1.15 

2.38 

2.00 

!. 

(A)  BUSINESS  MACHINES  &  SERVICES 

GROUP  AVERAGE 

27 

8 

22 

0.41 

1.03 

54.7 

45 

55 

195 

196.5 

0.47 

1.16 

1.48 

1.51 

COMPUCOM  SYSTEMS 

12 

12 

3 

24 

0.00 

0.00 

44.8 

26 

20 

57 

202.3 

0.44(b)  0.49 

0.66 

0.67 

DELUXE 

12 

31 

9 

17 

1.48 

4.77 

82.4 

7 

68 

359 

60.5 

1.15 

1.87 

1.33 

2.12 

INTELLIGENT  ELECTRONICS 

01 

8 

5 

N  M 

0.00 

0.00 

34.8 

28 

41 

79 

285.0 

-0.59 

-0.02 

NA 

0.07 

i 

MERISEL 

12 

2 

0 

NM 

0.00 

i )  ( n ) 

30.1 

-58 

23 

44 

318.4 

-2.82 

-0.82 

NA 

0.09 

MICROAGE 

10 

23 

12 

26 

0.00 

0.00 

14.5 

182 

60 

67 

382.5 

0.02 

0.87 

0.21 

1.26 

MILLER  (HERMAN) 

05 

47 

12 

18 

0.52 

1.11 

23.9 

49 

66 

167 

150.6 

1.83 

2.67 

2.11 

3.11 

PITNEY  BOWES 

12 

59 

15 

19 

1.38 

2.34 

148.5 

24 

76 

532 

48.0 

2.68 

3.10 

3.30 

3.46 

REYNOLDS  &  REYNOLDS 

09 

28 

5 

25 

0.28 

1.01 

70.6 

22 

82 

320 

71.4 

0.93 

1.10* 

1.62 

1.34 

TECH  DATA 

01 

30 

9 

25 

0.00 

0.00 

42.9 

127 

63 

131 

249.6 

0.56 

1.19 

1.15 

1.46 

(B)  COMPUTERS  &  PERIPHERALS 


GROUP  AVERAGE 

40 

11 

23 

0.13 

0.18 

202.3 

60 

54 

437 

273.8 

1.11 

1.15 

3.26 

2.61 

AMDAHL 

12 

12 

5 

NM 

0.00 

0.00 

121.0 

42 

36 

224 

59.9 

0.24 

-1.06 

NA 

0.80 

APPLE  COMPUTER 

09 

24 

16 

NM 

0.00 

0.00 

123.8 

-24 

36 

321 

353.5 

3.45 

-6.59* 

NA 

0.74 

AST  RESEARCH 

12 

4 

1 

NM 

0.00 

0.00 

57.7 

-7 

14 

68 

111.6 

NA 

-7.20 

NA 

-1.11 

COMPAQ  COMPUTER 

12 

79 

20 

17 

0.00 

0.00 

270.8 

67 

63 

740 

244.4 

2.88 

4.54 

8.23 

5.57 

DATA  GENERAL 

09 

15 

8 

22 

0.00 

0.00 

39.2 

10 

71 

215 

152.5 

-1.23 

0.68* 

NA 

0.99 

DELL  COMPUTER 

01 

51 

5 

20 

0.00 

0.00 

178.2 

181 

58 

306 

867.3 

1.34 

2.55 

3.01 

3.23 

DIGITAL  EQUIPMENT 

06 

37 

22 

NM 

0.00 

0.00 

154.9 

-42 

65 

535 

269.3 

0.15 

-0.97* 

NA 

1.03 

EMC 

12 

32 

6 

21 

0.00 

0.00 

232.7 

112 

57 

400 

186.0 

1.34(b) 

1.56 

4.44 

1.93 

GATEWAY  2000 

12 

54 

9 

17 

0.00 

0.00 

76.7 

125 

30 

198 

476.8 

2.19 

3.08 

2.94 

3.82 

HEWLETT-PACKARD 

10 

54 

13 

22 

0.48 

0.89 

1016.8 

28 

51 

1372 

94.3 

2.32 

2.46* 

3.41 

2.98 

INTERNATIONAL  BUSINESS  MACHINES 

12 

159 

41 

14 

1.40 

0.88 

517.5 

65 

48 

1368 

153.0 

7.23 

[1.03 

NA 

12.75 

LEXMARK  INTERNATIONAL  GROUP 

12 

26 

/ 

16 

0.00 

0.00 

72.1 

46 

47 

89 

71.8 

0.64 

1.63 

NA 

1.93 

MICRON  ELECTRONICS 

08 

19 

2 

40 

0.00 

0.00 

92.5 

81 

1 

25 

131.7 

0.74 

0.48* 

NA 

1.03 

QUANTUM 

03 

27 

10 

20 

0.00 

0.00 

57.7 

80 

63 

147 

468.6 

-1.74(b) 

1.34 

1.12 

3.14 

SEAGATE  TECHNOLOGY 

06 

40 

12 

41 

0.00 

0.00 

214.2 

144 

85 

476 

365.0 

1.53(b)  0.97* 

1.84 

2.96 

SILICON  GRAPHICS 

06 

20 

10 

31 

0.00 

0.00 

172.4 

-24 

49 

473 

182.1 

1.28 

0.65* 

1.22 

1.18 

STORAGE  TECHNOLOGY 

12 

50 

19 

18 

0.00 

0.00 

56.8 

122 

70 

220 

286.1 

-2.05(b)  2.80 

2.01 

3.51 

SUN  MICROSYSTEMS 

06 

29 

6 

24 

0.00 

0.00 

367.3 

30 

61 

740 

623.8 

0.90 

1.21* 

1.22 

1.69 

TANDEM  COMPUTERS 

09 

14 

9 

NM 

0.00 

0.00 

118.2 

29 

64 

267 

98.3 

0.91 

-0.04* 

NA 

0.93 

3COM 

05 

75 

6 

33 

0.00 

0  00 

169.9 

66 

79 

601 

480.1 

1.01 

2.30 

5.45 

2.99 

UNISYS 

12 

8 

1 

NM 

0.00 

0.00 

174.8 

41 

34 

223 

197.7 

-4.37 

-0.32 

NA 

0.49 

WESTERN  DIGITAL 

06 

54 

11 

27 

0.00 

0.00 

44.1 

190 

76 

169 

314.6 

2.56 

2.01* 

NA 

3.62 

XEROX 

12 

49 

13 

15 

1.16 

2.37 

324.6 

7 

74 

880 

108.1 

3.21(b)  3.27 

4.21 

3.76 

(C)  COMPUTER  SOFTWARE  &  SERVICES 

GROUP  AVERAGE 

41 

7 

39 

0.07 

0.16 

261.7 

35 

57 

503 

232.5 

0.55 

1.15 

2.11 

1.56 

AMERICA  ONLINE 

06 

35 

6 

126 

0.00 

0.00 

92.6 

1 

71 

319 

735.9 

-0.50 

0.28* 

0.40 

-0.07 

ASCEND  COMMUNICATIONS 

12 

71 

4 

72 

0.00 

0.00 

112.4 

79 

77 

373 

569.4 

0.28 

0.99 

4.11 

1.48 

AUTOMATIC  DATA  PROCESSING 

06 

43 

8 

27 

0.40 

0.93 

290.4 

15 

66 

720 

44.0 

1.39 

1.57* 

1.79 

1.81 

BAY  NETWORKS 

06 

:■/ 

» 

26 

0.00 

0.00 

188.5 

-34 

52 

496 

480.3 

0.73 

1.04* 

2.97 

1.12 

CABLETRON  SYSTEMS 

02 

40 

6 

23 

0.00 

0.00 

151.2 

5 

60 

482 

209.6 

1.15 

1.76 

2.28 

2.27 

CERIDIAN 

12 

48 

4 

21 

0.00 

0.00 

68.7 

19 

88 

426 

104.1 

1.22(b)  2.25 

NA 

2.71 

CISCO  SYSTEMS 

07 

68 

5 

50 

0.00 

0.00 

649.3 

114 

65 

1208 

335.8 

0.76 

1.37* 

2.52 

2.08 

COMDISCO 

09 

33 

14 

16 

0  28 

0  86 

50.4 

41 

43 

158 

40.1 

1.73 

2.00* 

2.05 

2.31 

COMPUSA 

06 

23 

4 

34 

0.00 

0.00 

90.4 

212 

75 

182 

323.0 

0.30 

0.66* 

0.75 

0.90 

COMPUTER  ASSOCIATES  INTERNATIONAL 

03 

66 

5 

26 

0.09 

0.14 

va  h 

74 

56 

792 

91.4 

-0.15 

2.53 

3.62 

3.05 

COMPUTER  SCIENCES 

03 

79 

20 

27 

0.00 

0.00 

75.9 

52 

66 

450 

83.0 

2.48 

2.93 

3.36 

3.51 

ELECTRONIC  DATA  SYSTEMS 

12 

49 

i 

23 

0.60 

1.24 

486.2 

-6 

44 

772 

58.3 

1.96 

2.09 

2.42 

2.41 

FIRST  DATA 

12 

40 

7 

30 

0.06 

0.15 

447.6 

20 

90 

909 

68.0 

-0.20 

1.35 

1.59 

1.64 

INTERGRAPH 

12 

9 

10 

NM 

0.00 

0.00 

47.6 

-41 

45 

209 

185.0 

-0.98 

-0.76 

NA 

0.42 

MICROSOFT 

06 

78 

6 

46 

0.00 

0.00 

1194.0 

81 

34 

1334 

175.3 

1.16 

1.72* 

2.14 

2.06 

NOVELL 

10 

11 

4 

31 

0.00 

0.00 

343.8 

-29 

32 

384 

213.5 

0.90 

0.35* 

0.49 

0.81 

ORACLE 

05 

49 

3 

38 

0.00 

0.00 

657.3 

75 

52 

892 

186.2 

0.90 

1.28 

2.55 

1.69 

••  VI,  .   ^_ 


Introducing 

CFO  Vision" 


THE  POWER  TO 

FIGURE  IT  OUT. 


ECISIONS  ARE  TOUGHER. 


IE  IS  CRITICAL 


SOURCES  ARE  LEANER. 


JD  THE  BUCK  STOPS  WITH  YOU 


^PE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively. .  .and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  www.sas.com/vision/ 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


COMPANY 


BOOK  P-E 

RECENT    VALUE  RATIO 

SHARE      PER  1996 

FY       PRICE     SHARE  EST. 


1996 
DIVI- 
DEND YIELD 
RATE  % 


SHRS 
OUT. 
MILS 


1996 
MARKET 

VALUE 
CHANGE 

% 


1997  ESTIMATES 


INSTITUTIONAL 
HOLDINGS 


1996  l/B/E/S  BASED  FROM  ANALYS 

TURN-  1996       ON  l/B/E/S  VAR 

OVER  1995    ANALYST  5-YR.  CON-  TIO 

%  ACTUAL      EST.  TREND  SENSUS  % 


SAFEGUARD  SCIENTIFICS 

12 

35 

6 

57 

0.00 

0.00 

30.0 

44 

20 

93 

127.7 

0  57 

0.61 

0.64 

0.67 

SYBASE 

12 

18 

5 

NM 

0.00 

0.00 

76.3 

-49 

58  ' 

198 

419.3 

-0.27 

-0.35 

NA 

0  45 

3: 

VANSTAR 

04 

28 

3 

26 

0.00 

0.00 

40.5 

NA 

36 

56 

NA 

0.17 

1.04 

NA 

1.32 

WANG  LABORATORIES 

06 

21 

5 

NM 

0.00 

0.00 

36.4 

28 

66 

119 

200.0 

-2.02 

-0.64* 

NA 

0.05 

16( 

19  PAPER  &  FOREST  PRODUCTS 

INDUSTRY  AVERAGE 

42 

23 

22 

0.94 

2.08 

96.3 

8 

59 

349 

89.5 

4.22 

2.02 

3.63 

2.33 

3( 

(A)  FOREST  PRODUCTS 

GROUP  AVERAGE 

47 

28 

31 

1.11 

2.40 

66.7 

5 

57 

343 

110.6 

6.06 

1.63 

5.28 

2.34 

5^ 

BOISE  CASCADE 

12 

31 

28 

NM 

0.60 

1.94 

48.5 

_9 

61 

309 

191.0 

5.39(b) 

-0.77 

NA 

0.53 

17 

GEORGIA-PACIFIC 

12 

73 

39 

33 

2.00 

2'75 

91.3 

6 

62 

514 

130.3 

11.29 

2.23 

NA 

3.54 

3. 

LOUISIANA-PACIFIC 

12 

23 

13 

57 

0.56 

2.48 

108.7 

-6 

46 

309 

65.6 

-0.48 

0.40 

0.94 

0.86 

3!  s 

RAYONIER 

12 

39 

27 

15 

1.16 

2.99 

29.5 

16 

68 

240 

60.2 

4.75 

2.55 

NA 

2.72 

1' 

WILLAMETTE  INDUSTRIES 

12 

68 

35 

18 

1.24 

1.82 

55.3 

21 

48 

344 

1  Ob  0 

9.34 

3.76 

9.63 

4.05 

2: 

(B)  PAPER 

GROUP  AVERAGE 

40 

20 

19 

0.88 

1.96 

106.8 

8 

59 

351 

81.9 

3.51 

2.16 

3.30 

2.32 

2'. 

BOWATER 

12 

38 

27 

11 

0.80 

2.13 

37.4 

1 

87 

179 

164.3 

5.48(b)  3.57 

NA 

1.47 

4i 

CHAMPION  INTERNATIONAL 

12 

43 

39 

28 

0.20 

0.47 

95.5 

2 

83 

436 

133.5 

7.67(b 

1.56 

5.92 

2.06 

5( 

CHESAPEAKE 

12 

31 

20 

26 

0.80 

2.62 

23.5 

2 

54 

147 

57.1 

3.88 

1.19 

2.65 

1.86 

1! 

CONSOLIDATED  PAPERS 

12 

50 

27 

13 

1.68 

3.39 

44.7 

-11 

25 

195 

27.1 

5.16 

3.95 

5.06 

3.59 

2- 

CROWN  VANTAGE 

12 

10 

5 

NM 

0.00 

0.00 

9.1 

-32 

52 

73 

120.1 

NA 

-0.40 

NA 

-1.00 

FORT  HOWARD 

12 

28 

-21 

14 

0.00 

0.00 

74.0 

47 

82 

143 

104.3 

0.57 

2.01 

NA 

2.31 

1) 

INTERNATIONAL  PAPER 

12 

43 

31 

27 

1.00 

2.35 

300.2 

29 

64 

719 

106.0 

4.50 

1.57 

2.81 

2.39 

JAMES  RIVER  CORP.  OF  VIRGINIA 

12 

32 

18 

26 

0.60 

1.88 

86.0 

34 

70 

313 

106.4 

0.81 

1.21 

NA 

1.87 

If 

KIMBERLY-CLARK 

12 

98 

15 

21 

1.84 

1.88 

282.3 

19 

65 

1015 

67.1 

0.12 

4.77 

0.96 

5.55 

]i 

MEAD 

12 

59 

43 

16 

1.20 

2.03 

52.2 

12 

67 

421 

99.4 

6.19 

3.63 

6.34 

4.09 

11  1 

POTLATCH 

12 

44 

33 

21 

1.70 

3.84 

28.8 

10 

49 

236 

49.7 

3.72 

2.06 

2.46 

2.45 

2 

SCHULLER 

12 

10 

3 

14 

0.03(c) 

0.31 

161.6 

-3 

12 

78 

18.3 

0.78 

0.71 

1.11 

0.82 

WESTVACO 

10 

28 

21 

14 

0.88 

3.12 

101.9 

2 

62 

322 

35.6 

2.80 

2.09* 

2.20 

2.26 

1- 

WEYERHAEUSER 

12 

46 

23 

20 

1.60 

3.48 

198.3 

6 

60 

637 

58.2 

3.93 

2.35 

3.46 

2.80 

1 

20  PUBLISHING  &  BROADCASTING 

INDUSTRY  AVERAGE 

52 

10 

26 

0.82 

1.59 

175.1 

2 

48 

367 

55.5 

0.93 

1.13 

4.27 

1.53 

4( 

(A)  BROADCASTING 

GROUP  AVERAGE 

20 

-20 

NM 

0.02 

0.14 

299.4 

-20 

43 

325 

91.9 

-3.55 

-3.97 

NM 

-3.75  101 

CABLEVISION  SYSTEMS 

12 

30 

-90 

NM 

0.00 

0.00 

24.8 

-44 

40 

102 

67.4 

-14.17  - 

15.01 

NA 

-14.31 

1! 

COMCAST 

12 

17 

-4 

NM 

0.09 

0.56 

233.3 

-10 

56 

365 

155.7 

-0.16 

-0.30 

NA 

-0.11 

25. 

COX  COMMUNICATIONS 

12 

21 

9 

NM 

0.00 

0.00 

270.2 

5 

19 

209 

17.6 

0.39 

-0.05 

NA 

-0.21 

9f 

TELE-COMMUNICATIONS 

12 

14 

4 

NM 

0.00 

0.00 

669.1 

-31 

58 

623 

127.0 

-0.27 

-0.51 

NA 

-0.37 

6'f: 

(B)  PUBLISHING 

GROUP  AVERAGE 

60 

18 

26 

1.03 

1.98 

142.0 

8 

50 

380 

45.8 

2.12 

2.59 

4.27 

3.04 

-2« 

DOW  JONES 

12 

35 

17 

18 

0.96 

2.76 

96.6 

-13 

54 

300 

38.0 

1.96 

1.88 

2.76 

2.03 

DUN  &  BRADSTREET 

12 

2  3 

6 

13 

1.00 

4.42 

171.0 

-65 

72 

732 

76.0 

1.89 

1.68 

1.73 

1.80 

GANNETT 

12 

79 

19 

21 

1.44 

1.83 

141.0 

28 

68 

686 

47.5 

3.41 

3.79 

4.45 

4.27 

HOLLINGER  INTERNATIONAL 

12 

11 

5 

33 

0.40 

3.64 

84.6 

56 

23 

70 

49.4 

0.11 

0.33 

NA 

0.64 

1 

K  ill  COMMUNICATIONS 

12 

10 

0 

NM 

0.00 

0.00 

125.9 

-18 

12 

73 

15.9 

-0.91 

-0.65 

NA 

-0.46 

2 

KNIGHT-RIDDER 

12 

42 

12 

25 

0.80 

1.90 

94.1 

30 

70 

324 

69.8 

1.67 

1.71 

1.86 

2.14 

McGRAW-HILL  ft 

12 

46 

10 

NA 

1.32 

2.90 

99.5 

4 

66 

492 

51.3 

2.28 

tt 

2.32 

tt 

ttBecause  Business  Week  is  owned  by  The  McGraw-Hill  Companies,  the  Scoreboard  does  not  Include  forecasts  of  the  company's  earnir 

gs- 

NEW  YORK  TIMES 

12 

37 

17 

22 

0.60 

1.61 

9h  / 

25 

52 

325 

52.9 

1.40 

1.72 

2.28 

1.98 

i 

READER'S  DIGEST  ASSOCIATION 

06 

38 

4 

52 

1.80 

4.78 

107.3 

-27 

34 

238 

38.3 

2.35 

0.73* 

1.21 

2.29 

SCRIPPS  (E.W.) 

12 

35 

16 

24 

0.52 

1.50 

80.5 

-11 

NA 

NA 

21.0 

1.17 

1.45 

1.62 

1.76 

l; 

TIME  WARNER 

12 

41 

10 

NM 

0.36 

0.88 

386  8 

7 

53 

648 

58.4 

-0.46 

-1.01 

NA 

-0.54 

5i 

TIMES  MIRROR 

12 

52 

10 

35 

0.40 

0.76 

99.0 

45 

43 

320 

48.0 

-3.74 

1.48 

1.90 

2.04 

TRIBUNE 

12 

87 

21 

22 

1.20 

1.39 

61.6 

39 

51 

406 

57.8 

3.22(b)  3.95 

4.69 

4.27 

US  WEST  MEDIA  GROUP 

12 

19 

9 

NM 

0.00 

0.00 

473.9 

0 

47 

533 

49.2 

0.30 

-0.03 

NA 

-0.40 

WASHINGTON  POST 

12 

348 

116 

18 

4.60 

1.32 

10.9 

23 

51 

167 

12.9 

17.15 

19.23 

22.19 

20.76 

21  SERVICE  INDUSTRIES 

INDUSTRY  AVERAGE 

32 

12 

21 

0.36 

1.02 

85.8 

19 

56 

261 

85.9 

1.44 

1.78 

2.50 

2.10 

(A)  CONSTRUCTION  &  ENGINEERING 

GROUP  AVERAGE 

37 

14 

17 

0.52 

1.58 

49.3 

-10 

63 

324 

78.4 

1.47 

2.08 

1.94 

2.34 

i 

EG&G 

12 

18 

8 

16 

0.56 

3.07 

47.3 

-25 

64 

248 

70.3 

1.05 

1.17 

1.03 

1.35 

FLUOR 

10 

68 

19 

21 

0.68 

1.00 

83.6 

4 

62 

566 

84.3 

2.78 

3.17* 

3.49 

3.66 

FOSTER  WHEELER 

12 

36 

17 

15 

0.82 

2.27 

40.6 

-15 

71 

331 

106.1 

0.79 

2.41 

1.77 

2.55 

i 

JACOBS  ENGINEERING  GROUP 

09 

24 

11 

15 

0.00 

0.00 

25.7 

-3 

54 

152 

52.8 

1.27 

1.56* 

1.46 

1.79 

...jj 

iBli  i!  ^USTRIAL  DISTRIBUTION 

GROUP  AVERAGE 

34 

15 

16 

0.35 

0.85 

57.1 

29 

50 

201 

64.4 

1.95 

2.26 

3.38 

2.57 

ARROW  ELECTRONICS 

12 

54 

26 

13 

0.00 

0.00 

51.4 

27 

82 

241 

101.8 

4.21 

4.06 

9.47 

4.55 

AVNET 

06 

59 

35 

14 

0.60 

1.03 

43.4 

31 

71 

323 

113.4 

3.32 

4.31* 

4.73 

4.50 

BEARINGS 

06 

28 

15 

15 

0.64 

2.32 

12.4 

-1 

66 

112 

41.2 

1.47 

1.90* 

2.71 

2.26 

BOISE  CASCADE  OFFICE  PRODUCTS 

12 

19 

6 

21 

0.00 

0.00 

62.5 

-  13 

15 

70 

34.7 

0.74 

0.88 

NA 

1.11 

BT  OFFICE  PRODUCTS  INTERNATIONAL 

12 

9 

8 

22 

0.00 

0.00 

33.4 

-42 

23 

48 

47.7 

0.24 

0.42 

NA 

0.55 

i  ( 

CRANE 

12 

31 

9 

16 

0.50 

1.60 

44.8 

26 

64 

266 

41.9 

1.67 

1.99 

2.37 

2.23 

ENRON 

12 

46 

14 

20 

0.90 

1.96 

254.4 

22 

55 

688 

59.4 

2.07 

2.34 

2.75 

2.63 

1 1A  B i  ISINJTR5  .WEF.K  ;  mn  w«i  p  in,  ioac 


Why  Cyprus  ? 


Hundreds  of  multinational  companies  have  their  reasons 
for  choosing  Cyprus  as  their  regional  base  of  operations. 
Here  are  just  a  few... 
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For  more  information  about  Cyprus  please  contact: 


Sohnsafi 


A-  Tetra  U 


CENTRAL  BANK  OF  CYPRUS 

International  Division 
P.O.Box  5529,  CY-1395  Nicosia,  Cyprus 
Telephone:  +357  2  394225 
(8.00  am  -  2.00  pm,  local  time) 
Fax:  +357  2  378164 
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INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


1996 

1997  ESTIMATE! 

BOOK 

P-E 

t 

1996 

MARKET 

1996 

l/B/E/S 

BASED 

FROM  ANALY* 

RECENT 

VALUE 

RATIO 

DIVI- 

SHRS. 

VALUE 

INSIIIUIIUNAL 

TURN- 

1996 

ON 

l/B/E/S  VA 

SHARE 

PER 

1996 

DEND 

YIELD 

% 

OUT 

CHANGE 

HOLDINGS 

OVER 

% 

1995 

ANALYST 

5-YR. 

CON-  |L 

COMPANY 

FY 

PRICE 

SHARE 

EST 

RATI 

Mil  S 

% 

% 

NUMBER 

ACTUAL 

EST. 

TREND 

SENSUS  ' 

FISHER  SCIENTIFIC  INTERNATIONAL 

12 

46 

18 

19 

0  08 

0.17 

19.9 

68 

60 

146 

75.7 

0.19(b)  2.41 

3.00 

GENUINE  PARTS 

12 

45 

14 

16 

1.34 

2.98 

120.4 

8 

65' 

442 

36.8 

2.52 

2.75 

2.99 

3.01  1 

GRAINGER  (W.  W.) 

12 

80 

25 

19 

1.00 

1.26 

51.0 

20 

60 

404 

53.3 

3.64 

4.08 

4.23 

4.49 

nuunto  ourrui 

0 1 

43 

25 

1 4 

0  40 

u. 

9  7 

IOC. 

54 

112 

2.34 

3.03 

5.18 

3.41 

MARSHALL  INDUSTRIES 

05 

31 

19 

12 

0.00 

0.00 

17.1 

-5 

78 

144 

67.2 

2.86 

2.52 

3.64 

3.00  j 

NGC 

12 

22 

7 

28 

0.05 

0.23 

149.8 

232 

7 

67 

11.7 

0.82 

0.77 

0.96 

1.01  ! 

PIONEER-STANDARD  ELECTRONICS 

03 

11 

7 

10 

0.12 

1.09 

22.5 

-17 

67 

122 

111.8 

1.09 

1.13 

1 .85 

1 .40  ] 

REXEL 

12 

14 

7 

14 

0.00 

0.00 

25.7  i 

3 

25 

85 

42.9 

0.85 

1.02 

1.71 

1.15 

RYERSON  TULL 

12 

14 

9 

9 

0.00 

0.00 

39.2 

NA 

5 

6 

NA 

2.26 

1.61 

NA 

1 .78  ' 

WYLE  ELECTRONICS 

12 

36 

18 

11 

0.32 

0.89 

12.6 

4 

67 

145 

158.9 

2.86 

3.14 

3.48 

3^62 

(C)  POLLUTION  CONTROL 

GROUP  AVERAGE 

31 

12 

20 

0.66 

2.15 

354.6 

9 

65 

670 

81.3 

1.64 

0.70 

l.DO 

lot)  1 

BROWNING-FERRIS  INDUSTRIES 

09 

27 

13 

NM 

0.68 

2.53 

212.4 

_3 

66 

514 

86.5 

1.93 

-0.44* 

NA 

1.59  ; 

WMX  TECHNOLOGIES 

12 

36 

11 

20 

0.64 

1.78 

496.8 

21 

64 

825 

76.2 

1.35 

1.84 

1.68 

2.10  j 

[Of  PRINTING  Ik  AE/VEKTISINU 

URUUr  HvLnHuC 

ft 

U.4J 

1   1  ft 

fi£  ft 

—j 

63 

276 

AO  A 

1.47 

1.63 

1.91 

2.00 

ADVO 

09 

13 

-4 

27 

0.00 

0.00 

24.1 

-44 

57 

94 

82.2 

1.33 

0.47* 

0.68 

1.00 

BANTA 

12 

24 

13 

15 

0.44 

1.85 

31.0 

-19 

68 

192 

106.1 

1.75 

1.63 

2.05 

1.94  \\ 

DONNELLEY  (R.RJ&SONS 

12 

34 

11 

20 

0.76 

2.27 

150.4 

-17 

73 

443 

54.0 

1.95 

1.64 

1.92 

1.99 

lUTCDDI  IDI  IP  PDP.I1D 

INTEnrUBLIL  UKUUP 

12 

50 

10 

20 

0.68 

1.37 

80.8 

16 

76 

471 

45.0 

1.66 

2.47 

2.33 

2.81 

UMNILUWI  bnOUr 

12 

51 

9 

23 

0.80 

1 .57 

80.7 

48 

71 

340 

44.5 

1.85(b)  2.23 

2.56 

2.56  1 

WORLD  COLOR  PRESS 

12 

24 

1 1 

18 

0.00 

0.00 

33.8 

NA 

32 

113 

84.5 

0.29 

1.35 

NA 

1.68  J 

(E)  OTHER  SERVICES 

GROUP  AVERAGE 

25 

9 

30 

0.23 

0.84 

103.2 

32 

55 

250 

123.6 

0.71 

1.29 

1.89 

1.51 

ACNIELSEN 

12 

17 

10 

91 

0.00 

0.00 

57.0 

NA 

NA 

NA 

NA 

-4.09 

0.19 

NA 

o  J 

\J.3j  1 

CDI 

12 

29 

9 

16 

0.00 

0.00 

19.8 

62 

36 

102 

54.6 

1.55 

1.87 

4  69 

9  1  f-.  1 

COGNIZANT 

12 

35 

3 

24 

0.00 

0.00 

170.3 

NA 

NA 

NA 

NA 

0.52 

1.43 

M  A 
INH 

i  7n  1 

1 .  /  U  1 

CUC  INTERNATIONAL 

01 

27 

3 

38 

0.00 

0.00 

375.4 

61 

71 

674 

88.3 

0.56 

0.70 

1.1  J 

n  cm  1 
u.yu  ■ 

HANOLEMAN 

04 

8 

8 

75 

0.00 

0.00 

33.5 

43 

41 

83 

95.9 

-0.67 

0.11 

0.11 

0.15  ] 

HEALTHSOURCE 

12 

11 

6 

22 

0.00 

0.00 

63.8 

-69 

62 

245 

232.7 

0.81 

0.51 

0.85 

0.67  1 

INACOM 

12 

31 

16 

19 

0.00 

0.00 

10.1 

122 

67 

61 

490.2 

1.14 

1.67 

1.88 

2.05  1 

KELLY  SERVICES 

12 

26 

13 

14 

0.84 

3.20 

38.1 

-5 

37 

117 

31.0 

1.83 

1.93 

2.33 

2.12  1 

MANPOWER 

12 

33 

7 

18 

0.16 

0.49 

82.1 

17 

82 

278 

101.8 

1.65 

1.83 

NA 

2.12  1 

OLSTEN 

12 

14 

10 

11 

0.28 

2.06 

78.9 

-37 

58 

279 

108.9 

1.33(b)  1.28 

1.94 

1.29  | 

PHH 

04 

45 

18 

17 

0.76 

1.69 

34.8 

95 

64 

220 

83.4 

2.34 

2.58 

2.92 

2.85  J 

SERVICE  CORP.  INTERNATIONAL 

12 

30 

9 

29 

0.24 

0.80 

235.6 

38 

75 

543 

61.5 

0.85(b)  1.05 

1.16 

1.26  1 

SERVICEMASTER 

12 

26 

6 

15 

0.68 

2.64 

142.1 

27 

10 

146 

11.0 

1.45 

1.68 

1.90 

1.93  J 

22  TELECOMMUNICATIONS 


INDUSTRY  AVERAGE 

39 

11 

29 

1.06 

2.49 

458.8 

7 

45 

664 

97.3 

1.60 

2.06 

2.37 

2.41 

(A)  EQUIPMENT  &  SERVICES 

GROUP  AVERAGE 

32 

12 

47 

0.31 

0.80 

471.0 

12 

51 

631 

170.0 

0.77 

1.08 

1.55 

1.55  1 

AIRTOUCH  COMMUNICATIONS 

12 

26 

9 

71 

0.00 

0.00 

501.2 

-8 

53 

777 

48.6 

0.27 

0.36 

0.62 

0.54  1 

AT&T 

L2 

39 

14 

!  1 

1.32 

3.36 

1610.4 

-39 

39 

1593 

56.2 

0.09 

3.47 

1.27 

3.68 

DSC  COMMUNICATIONS 

12 

18 

10 

42 

0.00 

0.00 

117.2 

-51 

54 

476 

539.0 

1.63 

0.43 

1.61 

0.96 

LUCENT  TECHNOLOGIES 

09 

51 

4 

NM 

0.30 

0.59 

636.7 

NA 

10 

264 

NA 

-1.65 

-1.37* 

NA 

2.02  J 

MCI  COMMUNICATIONS 

12 

31 

15 

18 

0.05 

0.16 

688.0 

17 

56 

849 

124.8 

0.80 

1.73 

1.39 

1.93 

SCIENTIFIC-ATLANTA 

06 

16 

6 

172 

0.06 

0.39 

77.1 

4 

62 

267 

116.9 

0.83 

0.09* 

0.66 

0.82 

SPRINT 

12 

42 

19 

14 

1.00 

2.39 

430.4 

30 

49 

767 

51.8 

2.69 

2.94 

3.29 

2.92 

TELEPHONE  &  DATA  SYSTEMS 

12 

37 

33 

29 

0.40 

1.07 

61.1 

0 

58 

216 

35.2 

1.74 

1.28 

1.83 

1.23 

TELLABS 

12 

40 

3 

44 

0.00 

0.00 

179.3 

117 

68 

497 

323.5 

0.63 

0.90 

2.04 

1.13 

WORLDCOM 

12 

23 

6 

24 

0.00 

0.00 

408.4 

39 

60 

603 

234.2 

0.65 

0.98 

1.25 

0.23 

(B)  TELEPHONE  COMPANIES 

GROUP  AVERAGE 

44 

10 

16 

1.69 

3.90 

448.6 

3 

40 

691 

42.8 

2.30 

2.88 

2.98 

3.12 

ALLTEL 

12 

32 

11 

17 

1.04 

3.26 

189.6 

8 

37 

426 

29.2 

1.86 

1.93 

2.15 

2.13 

AMERITECH 

12 

59 

14 

16 

2.12 

3.60 

549.2 

-1 

45 

880 

31.1 

3.63 

3.80 

3.96 

4.18 

BELL  ATLANTIC 

12 

17 

15 

2.88 

4.58 

437.8 

-6 

33 

812 

34.1 

4.25 

4.24 

4.33 

4.68 

BELLSOUTH 

12 

40 

13 

16 

1.44 

3.57 

'I'M  [) 

-7 

29 

900 

25.1 

1.57 

2.55 

2.29 

2.77 

CINCINNATI  BELL 

12 

60 

8 

24 

0.80 

1.34 

67.3 

73 

46 

260 

50.0 

-0.38 

2.44 

2.99 

2.83 

FRONTIER 

12 

26 

6 

16 

0.85 

3.24 

163.3 

-10 

59 

477 

81.4 

0.89 

1.67 

1.42 

1.92 

GTE 

12 

45 

7 

16 

1.88 

4.19 

968.9 

2 

41 

1205 

35.2 

2.62 

2.87 

3.13 

3.18 

NYNEX 

12 

46 

15 

13 

2.36 

5.09 

438.1 

-13 

39 

794 

50.4 

2.50 

3.57 

3.36 

3.85 

PACIFIC  TELESIS  GROUP 

12 

37 

6 

14 

1.26 

3.41 

428.4 

10 

42 

599 

60.6 

2.46 

2.60 

2.26 

2.41 

SBC  COMMUNICATIONS 

12 

53 

11 

15 

1.72 

3.27 

603.7 

-9 

36 

966 

36.7 

3.10 

3.45 

3.89 

3.72 

SOUTHERN  NEW  ENGLAND  TELECOMMS. 

12 

40 

6 

13 

1.76 

4.43 

65.4 

0 

35 

290 

35.0 

2.60 

3.01 

3.15 

3.25 

US  WEST  COMMUNICATIONS  GROUP 

12 

31 

8 

13 

2.14 

6.85 

477.4 

-12 

45 

683 

44.4 

2.52 

2.43 

2.81 

2.55 

23  RANSPORTATION 

INDUSTRY  AVERAGE 

37 

18 

17 

0.46 

1.11 

65.5 

11 

66 

271 

140.0 

1.43 

2.55 

4.09 

3.34 

(A)  AIR  VINES 

GROUP  AVERAGE 

39 

16 

13 

0.02 

0.04 

68.8 

28 

67 

259 

235.3 

1.13 

3.65 

2.67 

4.56 

ALASKA  AIR  GROUP 

12 

24 

19 

10 

0.00 

0.00 

14.5 

58 

91 

128 

398.8 

1.26(b)  2.50 

NA 

2.91 

AMERICA  WEST  AIRLINES 

12 

15 

14 

12 

0.00 

0.00 

44.9 

-15 

82 

150 

169.4 

1.18 

1.23 

NA 

1.57 

AMR 

12 

91 

58 

10 

0.00 

0.00 

91.0 

46 

84 

622 

198.0 

2.48(b)  9.25 

NA 

9.91 

Software  Coach. 
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iputer  Associates  Internati 


000  1-800-225-5224  All  olhcr  product  names  referenced  herein  are  trademarks  ol  their  respective  companies 


UNIVERSITY  OF 


One  of  the  finest  academic 
institutions  in  the  country  -  the 
University  of  Miami  -  also  has 
one  of  the  top-ranked  college 
football  teams. 

But  you  should  really  see 
their  computer  team.  In  fact,  a 
Compute/world  magazine  survey 
voted  their  Information  Systems 
Department 
the  #1 
University 
at  which 
to  work. 

Led  by  their  veteran  Vice 
President  and  College  of  Engi- 
neering Dean,  Lew  Temares, 
the  University  of  Miami  IS 
Department  has  been  racking  up 
some  pretty  impressive  statistics. 

"Service  levels  are  at  a 
record  high.  Response  time  has 
been  cut  in  half  and  we '  re  always 
on  time  and  under  budget," 
says  Temares. 

That's  what  happens  when 
you  have  the  right  leader,  a 
hardworking  team  and  Computer 
Associates  software. 

"Everything  we  do  is  built 
around  CA  database  and  sys- 
tems software,"  says  Temares. 
"It  gives  us  one  totally  integrated 
environment  across  the  entire 
University.  And  that  keeps  all 
our  customers  happy." 

And  the  game  plan  for 
this  year? 

"Same  as  last  year.  Work 
hard  and  play  to  win!' 


20 

mm  anniversary 


qomputer 
Associates 

Software  superior  by  design. 


INVESTMENT  OUTLOOK  SCOREBOARD 


EARNINGS  PER  SHARE 


COMPANY 


BOOK      P-E  1996 

RECENT    VALUE  RATIO  DIVI- 

SHARE      PER  1996  OEND 

FY       PRICE     SHARE  EST.  RATE 


YIELD 

% 


SHRS. 
OUT. 
MILS. 


1996 
MARKET 

VALUE 
CHANGE 

% 


1997  ESTIMA' 


INSTITUTIONAL 
HOLDINGS 
%  NUMBER 
58  166 
69  '  471 
40  137 
56  427 


NAL« 


1996 

I/B/L7S 

BASED 

FROM  ANALKS 

TURN- 

1996 

ON 

1/B/E/S  VAX 

OVER 

199S  ANALYST 

5-YR. 

CON-  TK 

% 

ACTUAL  EST. 

TREND 

SENSUS  91 

209.8 

3.15(b)  4.87 

NA 

4.13  1 

207.3 

4.01(b)  2.21* 

NA 

9.36  11 

131.5 

3.02  6.22 

NA 

5.58 

126.9 

1.23  1.46 

2.67 

1.78    "  ! 

I 


CONTINENTAL  AIRLINES 
DELTA  AIR  LINES 
NORTHWEST  AIRLINES 
SOUTHWEST  AIRLINES 


12 
06 
12 
12 


28  9  6 

75  34  34 

40  -1  7 

25  11  17 


0.00 
0.20 
0.00 
0.04 


0.00 
0.27 
0.00 
0.18 


56.1  32 

75.1  50 

97.4  -16 

145.0  9 


TRANS  WORLD  AIRLINES 
UAL 

USAIR  GROUP 


12        8       12     NM     0.00      0.00      41.0     -13      51        84     453.1  -11.65    -1.23        NA     0.41  21 
12       58       14        7     0.00      0.00       58.6      49      72       194     221.0      5.47      7.71        NA  7.70 
12       23     -14      10     0.00       0.00       64.2      78      64      207     237.1      1.17(b)  2.26        NA     2.26  1 


(B)  RAILROADS 


GROUP  AVERAGE 

76 

33 

16 

1.62 

2.19 

164.0 

16 

64 

675 

72.1 

3.20 

4.88 

9.93 

5.55 

BURLINGTON  NORTHERN  SANTA  FE 

12 

90 

36 

15 

1.20 

1.34 

152.6 

18 

69 

702 

66.1 

1.66(b)  5.91 

3.96 

6.97 

CONRAIL 

12 

97 

35 

19 

1.90 

1.95 

81.1 

43 

76 

546 

156.7 

2.94(b)  5.06 

4.76 

5.73 

CSX 

12 

47 

22 

12 

1.04 

2.22 

216.9 

6 

58 

654 

45.3 

2.94 

4.00 

15.84 

4.35 

NORFOLK  SOUTHERN 

12 

90 

39 

15 

2.24 

2.49 

125.1 

10 

57 

638 

38.9 

5.44 

6.09 

17.53 

6.64 

UNION  PACIFIC 

12 

58 

33 

18 

1.72 

2.95 

244.2 

5 

60 

834 

53.6 

3.01 

3.32 

7.60 

4.07 

(C)  TRANSPORTATION  SERVICES 


GROUP  AVERAGE 

31 

19 

15 

0.47 

1.34 

44.8 

8 

71 

207 

94.1 

2.07  2.23 

3.09 

2.60 

AIR  EXPRESS  INTERNATIONAL 

12 

33 

11 

19 

0.24 

0.73 

22.7 

74 

59 

130 

86.0 

1.48(b)  1.72 

1.98 

1.99 

AIRBORNE  FREIGHT 

12 

22 

20 

18 

0.30 

1.40 

21.1 

-19 

85 

138 

102.0 

1.11(b)  1.19 

1.68 

1.59  : 

FEDERAL  EXPRESS 

05 

44 

23 

16 

0.00 

0.00 

113.9 

20 

78 

367 

74.4 

2.70  2.80 

4.27 

3.31 

FRITZ 

05 

15 

7 

15 

0.00 

0.00 

35.1 

-63 

50 

179 

203.9 

0.70  1.03 

1.04 

1.25 

GATX 

12 

50 

38 

11 

1.72 

3.45 

20.2 

3 

83 

190 

63.1 

4.13(b)  4.46 

5.44 

4.96 

PITTSTON  BURLINGTON  GROUP 

12 

20 

14 

11 

0.24 

1.22 

20.8 

NA 

71 

104 

68.5 

1.73  1.82 

NA 

2.05 

RYDER  SYSTEM 

12 

30 

16 

18 

0.60 

1.98 

81.6 

26 

80 

326 

92.3 

1.96  1.67 

2.47 

2.33 

TRINITY  INDUSTRIES 

03 

35 

20 

11 

0.68 

1.97 

43.0 

13 

65 

219 

63.0 

2.72  3.11 

4.75 

3.32 

(D)  TRUCKING  &  SHIPPING 


GROUP  AVERAGE 

19 

13 

26 

0.32 

1.44 

29.5 

-7 

61 

134 

115.3 

0.49 

0.89 

1.48 

1.60  ! 

ALEXANDER  &  BALDWIN 

12 

27 

14 

19 

0.88 

3.32 

45.3 

15 

51 

141 

34.7 

0.72 

1.41 

0.96 

1.60 

APL 

12 

24 

20 

9 

0.40 

1.67 

25.2 

2 

76 

135 

82.8 

0.99(b)  2.63 

1.84 

2.89 

ARKANSAS  BEST 

12 

5 

8 

NM 

0.00 

0.00 

19.5 

-35 

60 

53 

162.6 

-1.90 

-1.79 

NA 

0.34 

CALIBER  SYSTEM 

12 

19 

18 

36 

0.72 

3.72 

39.5 

-60 

39 

204 

59.8 

2.34 

0.54 

0.50 

1.62 

CONSOLIDATED  FREIGHTWAYS 

12 

24 

16 

26 

0.40 

1.66 

44.0 

-9 

69 

227 

132.3 

1.04(b)  0.93 

1.08 

1.88 

HUNT  U.  B.)  TRANSPORT  SERVICES 

12 

14 

10 

23 

0.20 

1.43 

38.0 

-17 

40 

98 

79.2 

-0.06 

0.62 

0.69 

0.92 

LANDSTAR  SYSTEM 

12 

23 

11 

12 

0.00 

0.00 

12.8 

-14 

89 

117 

168.5 

1.95 

1.95 

4.46 

2.39 

ROADWAY  EXPRESS 

12 

17 

10 

17 

0.20 

1.21 

20.6 

NA 

32 

72 

113.4 

-0.62 

0.98 

NA 

1.43 

USFREIGHTWAYS 

12 

26 

12 

18 

0.37 

1.44 

22.5 

33 

86 

129 

155.1 

1.51 

1.46 

2.12 

1.95 

YELLOW 

12 

15 

15 

71 

0.00 

0.00 

28.1 

21 

64 

166 

164.9 

-1.07 

0.21 

0.16 

1.01  . 

24  UTILITIES  &  POWER 

INDUSTRY  AVERAGE 

31 

19 

14 

1.48 

4.98 

132.0 

7 

41 

319 

49.8 

1.83 

2.29 

2.38 

2.40 

(A)  ELECTRIC,  WATER  &  COGENERATION 

GROUP  AVERAGE 

29 

20 

12 

1.64 

5.78 

162.1 

-A 

39 

340 

49.0 

2.22 

2.36 

2.46 

2.45 

ALLEGHENY  POWER  SYSTEM 

12 

30 

18 

14 

1.68 

5.53 

121.6 

7 

41 

317 

35.0 

2.00 

2.16 

2.15 

2.29 

AMERICAN  ELECTRIC  POWER 

12 

42 

24 

13 

2.40 

5.78 

187.8 

3 

35 

486 

46.6 

2.85 

3.08 

2.98 

3.17 

BALTIMORE  GAS  &  ELECTRIC 

12 

28 

20 

13 

1.60 

5.74 

147.6 

-2 

38 

421 

42.9 

2.02 

2.21 

2.38 

2.31 

BOSTON  EDISON 

12 

26 

22 

10 

1.88 

7.34 

4  a  ■ 

-12 

36 

171 

77.9 

2.08 

2.59 

2.57 

2.65 

CAROLINA  POWER  &  LIGHT 

12 

37 

18 

14 

1.82 

4.97 

151.4 

6 

31 

389 

34.4 

2.48 

2.64 

2.52 

2.79 

CENTERIOR  ENERGY 

12 

11 

13 

11 

0.80 

7.44 

148.0 

21 

34 

137 

77.0 

1.49 

0.98 

1.05 

1.14  : 

CENTRAL  &  SOUTH  WEST 

12 

27 

18 

12 

1.74 

6.57 

210.8 

4 

46 

487 

47.1 

2.10 

2.17 

2.13 

2.29 

CINERGY 

12 

34 

16 

15 

1.80 

5.37 

157.7 

9 

49 

439 

52.5 

2.22 

2.30 

1.98 

2.52 

CMS  ENERGY 

12 

33 

16 

13 

1.08 

3.32 

100.3 

10 

48 

280 

44.6 

2.21 

2.42 

2.61 

2.62 

CONSOLIDATED  EDISON  CO.  OF  N.Y. 

12 

29 

24 

10 

2.08 

7.17 

235.0 

-9 

33 

436 

45.0 

2.93 

2.87 

3.19 

2.91 

DOMINION  RESOURCES 

12 

38 

27 

13 

2.58 

6.77 

177.9 

-7 

35 

432 

37.0 

2.45 

3.04 

2.78 

3.21 

DTE  ENERGY 

12 

32 

24 

11 

2.06 

6.44 

145.1 

-7 

35 

351 

61.9 

2.80 

2.92 

2.53 

2.98 

DUKE  POWER 

12 

46 

24 

14 

2.12 

4.57 

201.6 

-4 

41 

563 

34.5 

3.25 

3.40 

3.64 

3.57 

EDISON  INTERNATIONAL 

12 

20 

15 

12 

1.00 

5.03 

439.6 

12 

36 

490 

50.0 

1.66 

1.69 

1.64 

1.72  i 

ENOVA 

12 

22 

13 

11 

1.56 

6.97 

116.6 

-6 

18 

157 

24.8 

1.94 

1.98 

1.79 

2.03 

ENTERGY 

12 

27 

29 

11 

1.80 

6.64 

229.5 

-7 

65 

495 

62.5 

2.13 

2.44 

1.96 

2.56 

FLORIDA  PROGRESS 

12 

32 

21 

12 

2.06 

6.36 

97.0 

-8 

37 

286 

46.0 

2.50 

2.60 

2.68 

2.68 

FPL  GROUP 

12 

46 

25 

14 

1.84 

3.99 

183.0 

-1 

46 

612 

48.0 

3.16 

3.30 

3.54 

3.45 

GPU 

12 

34 

26 

11 

1.94 

5.77 

120.6 

-1 

61 

448 

67.2 

3.79 

3.02 

3.27 

3.20 

HOUSTON  INDUSTRIES 

12 

22 

16 

12 

1.50 

6.82 

253.5 

-12 

43 

445 

52.0 

1.60 

1.84 

1.81 

1.91 

ILLINOVA 

12 

27 

22 

11 

1.12 

4.23 

75.7 

-12 

63 

311 

68.1 

1.96 

2.52 

3.05 

2.65 

LG&E  ENERGY 

12 

25 

12 

16 

1.15 

4.69 

66.3 

16 

23 

153 

23.6 

1.26 

1.57 

1.32 

1.65 

LONG  ISLAND  LIGHTING 

12 

20 

20 

9 

1.78 

8.96 

120.2 

22 

37 

162 

73.0 

2.10 

2.13 

2.11 

2.16  j 

MIOAMERICAN  ENERGY  HOLDINGS 

12 

15 

12 

10 

1.20 

8.00 

100  8 

-10 

16 

161 

28.8 

1.22 

1.46 

1.44 

1.45 

NEW  ENGLAND  ELECTRIC  SYSTEM 

12 

34 

26 

11 

2.36 

6.89 

64.9 

-14 

37 

230 

48.7 

3.15 

3.25 

3.36 

3.31 

NEW  YORK  STATE  ELECTRIC  &  GAS 

12 

22 

25 

8 

1.40 

6.47 

70.1 

-18 

41 

224 

53.1 

2.49 

2.57 

2.54 

2.63  ! 

NIAGARA  MOHAWK  POWER 

12 

18 

7 

0.00 

0.00 

144.4 

-8 

43 

275 

86.1 

1.44 

1.19 

1.13 

i.2i  : 

NIPSCO  INDUSTRIES 

12 

39 

18 

14 

1.68 

4.34 

60.8 

-1 

51 

331 

56.8 

2.72 

2.82 

3.14 

2.95 

NORTHEAST  UTILITIES 

12 

12 

19 

17 

1.00 

8.42 

128.2 

-51 

32 

203 

93.4 

2.24 

0.68 

1.03 

1.19  ■ 

NORTHERN  STATES  POWER 

12 

47 

31 

13 

2.76 

5.86 

69.1 

-3 

31 

339 

37.7 

3.91 

3.70 

4.19 

3.81 

OHIO  EDISON 

12 

23 

16 

11 

1.50 

6.52 

152.6 

-2 

36 

328 

51.1 

2.05 

2.10 

1.61 

2.15 

OKLAHOMA  GAS  &  ELECTRIC 

12 

41 

24 

13 

2.66 

6.47 

40  4 

-4 

25 

203 

40.3 

3.05 

3.20 

3.14 

3.19  J 

SPECIAL  ADVERTISING  SECTION 


e  1996  BusinessWeek  Europe  Conference  of  Chief  Executives 

Europe  Challenged 


96  Business  Week  Europe  Conference 
f  Executives  Keynote  Speakers: 


eW.  Bush,  jr. 

;sident  of  the  United  States 


ght  Honorable  Douglas  Hurd 

>  UK  Foreign  Secretary,  1 989- 1 995 


Imorable  Vladimir  A.  Yakovlev 
>r,  St.  Petersburg,  Russia 


"Europe  has  slowed  to  a  crawl.  I  mean 

let's  be  clear  about  it.  Tbere  is  very  little  growth  in 
Europe  at  the  moment  and  the  macroeconomists 
are  not  holding  out  great  hopes."  Burmah  Castrol 
CEO  Jonathan  M.  Fry  led  a  chorus  of  European 
company  leaders  who  recognize  that  Western 
Europe's  corporate  future  must  be  built  elsewhere. 

"It's  largely  a  demographic  thing,"  says  Fry,  "All 
civilizations  go  in  waves,  we've  had  our  good  time, 
the  continent  is  more  or  less  exhausted.  It's  some- 
one else's  turn.  It's  inevitable." 

The  CEOs  of  Europe  who  attend  the  annual 
Business  Week  Europe  Conference  of  Chief  Exe- 
cutives are  accustomed  to  finding  their  future  in 
other  lands.  Like  Burmah  Castrol,  many  have  been 
international  in  their  activities  for  at  least  a  century. 
The  European  corporate  tradition  of  focusing  out- 
side the  small  home-country  market  has  once  again 
become  the  continent's  competitive  edge. 

Speeding  Toward  Growth 

"The  European  company's  central  challenge."  says  Eric  A. 
Croson,  president  of  Thomas  Group  Europe,  *'is  not  so 
much  where,  as  when.  To  set  the  pace  amid  dynamic  Asian 
and  U.S.  competitors,  Europe's  coqjorations  need  higher 
productivity  and  much  greater  speed.  The  rapid  growth 
to  the  east  has  created  very  aggressive,  very  fast  Asian  com- 
petitors who  compete  worldwide.  Europe  must  adopt  speed 
and  therefore  quality  as  the  drivers  of  corporate  change.  If 
we  can  shorten  the  duration  from  the  moment  when  a 
customer  anywhere  in  the  world  expresses  a  desire  until 
the  moment  when  that  customer's  desire  is  fulfilled,  our 
European  companies  can  win  anywhere  in  the  world." 


BusinessWeek 


EXECUTIVE  PROGRAMS 


Beyond  news.  Intelligence. 


"All  civilizations 
go  in  waves. 
It's  someone 
else's  turn.  It's 
inevitable." 

Jonathan  M.  Fry 

chief  executive  officer 
Burmah  Castrol  Pic. 


"Integrate  pro- 
cesses world- 
wide and  you 
will  gain  the 
critical  factor: 
time." 

Eric  A.  Croson 

president, 

Thomas  Group  Europe, 
managing  director; 
Thomas  Group  GmbH. 


by  Scott  Sinister,  consultant 
In  Business  Week  Exeenhi'i 
Programs,  and  ehair  oj  the 
1996  Business  Week  Europe 
Conference  of  Chief  Executives 
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The  1996 

Business  Week 
Europe  Conference 
of  Chief  Executives 


"  It  is  largely  a 
matter  of  speed. 
We  focus  on  our 
core  competen- 
cies and  have 
our  partners  all 
over  the  world 
do  the  rest." 

Henning  Kagermann 

executive 
board  member. 
SAP  AG 


Sir  Michael  Perry 

deputy  chairman, 
Bass  Pic, 

former  chairman, 
Unilever  Pic. 


Croson  points  out  that  the  more  rapid  growth 
occurring  outside  is  in  many  ways  Europe's  best 
opportunity.  "It  is  all  well  and  good  to  set  up  pro- 
duction in  Asia  to  take  advantage  of  lower  labor 
costs  and  nearness  of  market.  It  is  even  better  to  set 
up  laboratories  there  so  your  products  and  services 
can  be  customized  to  suit  the  markets  where  the 
growth  lies.  If  you  then  integrate  your  processes 
worldwide,  and  then  accelerate  product  develop- 
ment, you  gain  the  new  critical  factor  of  time.  With 
this  combination  nothing  anil  no  one  can  surpass 
you.  You  become  the  leader.'1 

SAP.  the  German  company  that  has  become 
the  worldwide  leader  in  client-server  enterprise 


EMU?  Most  of  Us  Agree. 


software  has  used  a  worldwide  'virtual  compamlj^ 
structure  to  achieve  rapid  response  on  a  global 
basis.  "We  have  built  twenty  global  partnership 
and  more  than  200  local  partnerships,1'  explain; 
Dr.  Henning  Kagerinann,  member  of  the  execi  f 
live  board  of  SAP.  "For  us  it  is  largely  a  matter  ( 
speed.  If  SAP  tried  to  do  all  the  work  we  would 
need  30,000  or  40,000  people.  Instead,  we  foe 
on  our  core  competencies  and  have  our  partne: 
all  over  the  world  do  the  rest.11  With  partners  d( 
80%  of  the  work,  SAP  has  achieved  immense 
profitability  and  a  growth  rate  of  45%  per  year 
for  ten  years  in  a  very  difficult  market. 

Europe's  most  dynamic  player  in  the  fast-ch  ^°  ^ 


tej 't 
gets  th 


time  i 


"We  would 
like  to  see  the 
single  currency 
occur  as  soon 
as  possible." 


As  the  part  of  the  world  most  in  need  of  globalization  to  secure  its  economic  w: 
future,  it  is  ironic  that  Europe  is  also  the  place  where  the  deepest  soul-search 
mg  on  economic  internationalization  is  taking  place.The  debate  over  Europeai 
Monetary  Union  (EMU),  the  concept  of  a  single  European  currency  and  centr 
bank  was  a  dominant  topic  throughout  the  1996  BusinessWeek  Europe  Con 
ference  of  Chief  Executives. 

"We  want  to  build  the  European  Monetary  Union,"  says  S.E.  jean-Daniel  [ 
Tordjman,  French  Ambassador-at-Large  and  Special  Representative  for  Inter-! 
national  Investment.  "No  question  about  it.  In  Europe  we  have  a  clear  vision  f 
on  this.  Well,  at  least  most  of  us  do" 


"Your  point  of  view  on  a  single  currency  for  all  the 
nations  of  Europe  is  heavily  influenced  by  your  recent 
history,"  explains  Sir  Michael  Perry,  deputy  chair- 
man of  Bass  Pic.  and  former  chairman  of  Unilever 
Pic.  "If  you  come  from  a  part  of  Europe  which  has 
been  engulfed  by  war  and  foreign  occupation  twice 
in  living  memory  you  may  feel  the  loss  of  complete 
national  sovereignty  a  small  price  to  pay  for  the 
enhanced  security  of  a  European  superstate.  In  the 
case  of  monetary  union,  the  actual  transfer  of  poli- 
tical power  or  sovereignty  is  probably  not  of  great  concern.  What  is  perhaps 
more  important  is  the  perceived  transfer  of  power" 


Keith  Drysdale 

divisional  vice-president, 
AMP  Incorporated, 
Global  Logistics 


S.E.Jean-Daniel 
Tordjman 

French  Ambassador- 
at-Large  and  Special 
Representative  for 
International  Investment. 


As  the  divisional  vice-president,  global  logistics  of  AMP  Incorporated,  the  world's 
leading  supplier  of  electrical  and  electronic  connectors  and  interconnection 
systems,  Keith  Drysdale  sees  only  positives  in  monetary  union.  "We  would 
like  to  see  the  single  currency  occur  as  soon  as  possible.  We  want  it  for  the  simpler  transactions,  the 
greater  flexibility  in  trading  terms  with  our  customers."  AMR  a  global  giant  with  20%  of  the  $25  billion 
world  market  for  connectors,  supports  the  plan  to  allow  EMU  member  countries  to  maintain  their  owr 
currencies  for  three  years  after  the  new  money  is  introduced.  "That  is  vital,"  says  Drysdale,  "because 
companies  and  individuals  may  well  be  wary  of  the  new  currency  for  a  while. Three  years  will  allow  the 
necessary  period  for  confidence  building." 

"The  introduction  of  a  single  currency  to  enhance  the  smooth  functioning  of  the  single  market  is  the 
logical  next  step  for  the  European  Union,"  says  Sir  Michael  Perry  "It  would  reduce  transaction  costs  for 
all,  remove  exchange  rate  risks,  create  deeper  and  wider  financial  markets,  and  lower  both  interest  ratesl 
and  inflation.  But  it  is  better  to  get  the  thing  right  than  to  get  it  soon."  "It  will  happen,"  says  The  Right 
Honorable  Douglas  Hurd,  former  UK  Foreign  Secretary,  now  deputy  chairman  of  NatWest  Market*] 
"It  will  happen  among  seven  or  eight  of  the  fifteen  members  of  the  European  Union,  and  I  don't  think 
my  own  country  is  likely  to  participate  in  the  first  wave.  What  happens  after  that  is  uncertain.  We  do 
not  know  what  the  effect  will  be  on  the  UK  economy  if  others  go  ahead  without  us." 
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ing  telecommunications 
sector  has  built  much  of 
its  success  on  a  new-found 
ability  to  move  quickly 
into  new  markets.  Like 
many  European  firms, 
Ameritech  had  a  culture 
of  entitlement  built  on 
its  early  history  as  part 
of  a  monopoly  telephone 
service  provider.  The 
company  has  come  a  long 
way  from  its  midwestern 
U.S.  homeland,  now  oper- 
ating in  40  countries,  with 
over  65,000  employees 
and  market  capitalization 
of  $32  billion.  "This  is 
not  the  way  we  were  four 
years  ago,"  Ameritech 
chairman  and  chief  exe- 
cutive officer  Richard  C. 
Notebaert  explained,  "we 
rning  quite  well,  with  financial  strength  and 
dous  resources,  but  we  saw  a  world  where 
Id  only  survive,  not  lead.  We  decided  that 
e  for  change  is  not  when  we  were  in  a  crisis, 
sn  we  were  strong."  Notebaert  undertook  a 
:  "virtual  crisis"  of  internal  reassessment  and 
"We  changed  our  culture,  and  at  the  man- 
level,  that  frequently  involved  changing  the 
Over  20%  of  our  management  are  new  peo- 
l  other  industries.  About  40%  of  our  prod- 
lagers  have  a  similarly  diverse  background 
of  telecommunications,  and  fully  75%  of 
or  management  team  are  from  outside." 
rain,  speed  lay  at  the  heart  of  strategy.  "In 
-Id,"  says  Notebaert,  "technology  cannot  be 
;ntiator.  The  key  is  who  gets  the  technology 
1  who  gets  it  to  market  first.  Cycle  time  is 
j  differentiator  we  have."  With  its  successes 
urn,  Hungary,  Norway,  and  elsewhere, 
ich  has  become  one  of  the  100  largest  com- 
n  the  world. 


r! 

.P  and  Ameritech  examples  and  the 

s  Group's  call  to  faster  cycle  times  echoed 

tout  the  conference,  with  speed  repeatedly 
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"Europe  Is  Insufficiently  Webified" 


Much  of  the  speed  being  sought  by  today's 
top  competitors  is  enabled  by  new  uses  of  in- 
formation technology  and  telecommunications. 
Hewlett-Packard's  vice  president  and  general 
manager  for  computer  systems,  Dick  Watts, 
sounded  a  general  alarm  before  the  European 
executives: 

"Information  technology  trends  here  in  Europe 
are  profoundly  worrying: The  levels  of  overhead 
expenses  many  European  firms  continue  to  per- 
mit: European  internet  usage  significantly  below 
the  web  use  rates  in  the  U.S.  -  this  latter  fact 
particularly  remarkable  in  light  of  the  very  high 
levels  of  education  here  in  Europe,  and  of 
Europe's  history  of  a  much  more  rapid  rate  of 
technology  adoption  -  these  are  surprising,  puz- 
zling, and  worrying  developments. 

"The  information  technologies  are  important 
tools  for  addressing  the  industrial,  social,  and 
economic  issues  that  confront  Europe,  and  the 
world.  I  encourage  company  leaders  to  study 
this,  to  understand  the  full  implications  of  the 
internet  and  to  'get  webified.'  It  will  improve  the 
way  you  communicate  both  within  your  com- 
pany and  with  your  customers,  and  it  will  enable 
you  to  solve  many  of  your  problems  collectively." 


emerging  as  a  fundamental  element  of  success.  The 
president  and  CEO  of  General  Electric's  European 
Power  Controls  division,  Ricardo  Artigas,  cited 
speed  as  one  of  the  primary  factors  that  has  enabled 
General  Electric  to  reduce  its  350  business  units 
of  the  1980s  to  just  12  today,  reduce  its  staffing  by 
half,  and  increase  the  international  component  of 
its  sales  more  than  400%  while  doubling  its  annual 
revenues  to  $70  billion  and  becoming  the  number 
one  company  in  the  world  by  market  value.  "Speed 
is  essential  to  everything  we  do,  fundamental  to  our 
business  strategy.  It  does  not  mean  working  faster, 
it  means  working  smarter.  Speed  is  quality,  speed 
is  lower  inventories  and  higher  turns,  speed  is  cus- 
tomer service.  It's  the  fundamental  element."  This 
year  GE  will  do  $14  billion  worth  of  business  in 
Europe,  expected  to  rise  to  $25  billion  by  2000." 

"We  decided  to  be  a  major  player  in  the  ultra- 
sound business  only  in  1992,"  says  Lothar  Koob, 
president  and  CEO,  Siemens  Medical  Systems 
Ultrasound  Group.  "We  had  to  build  a  completely 
new  organization,  adding  hundreds  of  new  people. 
More  than  1 5  different  cultures  and  nationalities 
had  to  be  integrated  into  a  new  culture.  We  built 
that  culture  on  the  cycle  time  (speed)  concept." 

"We  started  to  talk  about  Asia  only  two  years 
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"In  Russia  we 
own  the  world's 
two  leading 
restaurants  by 
sales  revenue." 
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"The  object 
is  to  hit  your 
target  before 
it  moves." 

Dr.  Karl  Ulrich 

Associate  Professor 
of  Operations  and 
Information  Manage- 
ment, The  Wharton 
School  of  the  University 
of  Pennsylvania 


"It  is  time  to 
abandon  paro- 
chial thinking, 
particularly  the 
idea  that '  I  am 
a  European 
company.' " 

Kevin  Burns 

chairman, 
INTERSOLV 


ago,"1  said  grocery  store  king  Edward  S.  Moerk, 
executive  vice  president  of  Royal  Ahold  nv.  "Today 
we  have  joint  ventures  in  five  Asian  countries. 
To  act  with  commitment  and  speed  is  essential  to 
our  success." 

"The  object  is  to  hit  your  target  before  it 
moves,"  says  Dr.  Karl  Ulrich,  Associate  Professor 
for  Operations  and  Information  Management  at 
The  Wharton  School  of  The  University  of  Penn- 
sylvania. "If  you  are  quicker  to  act  and  faster  in 
your  execution,  you  can  develop  an  immense  com- 
petitive advantage.  For  example,  if  your  product 
development  cycle  time  is  one  year  and  your  com- 
petitor's is  two,  they  must  plan  two  years  out  while 
you  can  wait  to  see  how  markets  and  technologies 
evolve  before  making  your  move.  Best  of  all.  (aster 
product  development  generally  costs  less,  and 
more  frequent  new  products  mean  your  people 
learn  new  things  more  quickly.  Speed,11  says 
Wharton's  Ulrich,  "is  a  win-win  in  every  respect." 


ONLY  NATIONALISM  CAN  STOP  US 

"There  are  forces  at  work  homogenizing  world 
markets,  forcing  everyone  to  compete  on  a  best- 
in-service  basis,"  says  Kevin  Burns,  chairman  of 
applications  enablement  software  leader  INTER- 
SOLV. "As  all  barriers  come  down  it  is  time  to 
abandon  parochial  thinking,  particularly  the  idea 
that  "I  am  a  European  company."  We  must  each  be 
a  global  citizen,  and  apply  to  our  own  country  the 
same  dispassionate  asse  ssment  of  strengths  and 
weaknesses  that  we  apply  elsewhere."" 

Walter  S.  Catlow.  president  of  Ameritech 
International,  also  warned  against  protection  and 
isolationism,  the  nationalistic  reaction  that  springs  up 
whenever  and  wherever  rapid  economic  and  social 
change  occurs.  "The  globalization."'  says  Catlow,  "is 
bringing  greater  speed  in  decisionmaking,  greater 
competition,  and  greatly  improved  customer  choice, 
run  in  nun -democrats  legions  of  the  world.  The 
whole  world  is  poised  to  take  full  commercial  ad- 
vantage of  this.  Only  a  shift  toward  isolation  could 
possibly  hinder  this  progress  and  expansion."" 

Fortunately,  the  most  significant  hints  of  con- 
servative protectionist  reaction  are  coming  from 
the  U.S.  and  Europe  -  not  from  the  high-growth 
East  Asian  markets  where  so  many  European  firms 
now  seek  to  build  their  future. 

But  is  there  any  chance  that  the  promise  of  Asia 
may  prove  disappointing  to  the  European  investor? 
"It  is  true  that  Asia  is  now  a  formidable  economic 
power."  says  Paul  Selway-Swift,  vice-chairman 
ofHSBC  Investment  Bank  Pica  long-time  senior 
figure  of  the  Hong  Kong  and  Shanghai  Banking 
Corporation  Limited.  "I  watched  Asia's  growth 


The  1 997  Business  Week  Europe  Conference 
of  Chief  Executives  will  be  held  in  St.  Petersbur 
Russia's  traditional  "Window  on  the  West,"  a  d 
that  is  today  resuming  its  historic  international 
role  after  a  seventy-year  hiatus. 


Recently-elected  St.  Petersburg  Governor 
Vladimir  A. Yakovlev  addressed  the  1996  Busine 
Week  conference  participants: 


I 


IF!:!. 


"Russia  has  said  yes  to  democratic  change  and  j? 
to  building  a  new  life  according  to  the  laws  anc  m.'; 
rules  of  modern  society.  This  commitment  will 
outweigh  the  burden  of  the  many  problems 
which  inevitably  arise  when  there  is  an  abrupt 
change  in  political,  social,  and  economic  system* 
The  whole  world  can  now  watch  the  most 
unique  experiment  of  the  century,  as  Russia,  or 
typically  Russian  scale  sweeps  away  the  dogma; 
of  yesterday  and  moves  swiftly  to  build  the  sofl 
of  society  that  has  taken  other  countries  decad 
to  create.  In  Russia  the  world  can  today  witne 
the  rarest  case:  the  end  of  a  confrontation 
wherein  everybody  has  won." 

km 

For  more  information  concerning  the  1 997  Business  iBEIti 
Week  Europe  Conference  of  Chief  Executives,  contact  ttl 
Business  Week  Executive  Programs  Registrar's  Office  jj'j1* 
at +1-2 1 2-5 1 2-2 1 84.  ittlW 

AS 
If 

first  hand,  going  from  rickshaws  to  microchips  '!{),:: 
a  single  generation.  The  region  is  still  heading 
upwards.  But  competitive  advantage  is  constanl 
shifting.  Property  prices  are  rising  to  such  an  e; 
that  Asia  is  becoming  a  very  expensive  place  fo  [ 
foreign  companies.  And  although  labor  is  still  r  |._ 
tively  far  cheaper,  we  do  see  manufacturing  shif 
across  Asian  borders  or  even  to  Africa  as  East  f*'11 
Asian  labor  costs  rise.  If  Asia  is  losing  its  comp 1 
titive  advantage,  where  might  investors  turn? 

"I  think  one  of  the  most  intriguing  prospect 
might  be  the  return  of  some  manufacturing  to 
Europe,"  says  Selway-Swift.  "Wages  in  Scotlan  jjj ::: 
and  Wales  are  already  lower  than  in  Korea,  wh<  * 
real  wages  have  risen  eight-fold  in  dollar  terms  J  '■: 
since  1 987.  Is  it  possible  that  we  may  be  seeing  i 
the  beginnings  of  the  reemergence  of  Europe  a  i" 
manufacturing  center  -  supplying  the  booming 
consumer  markets  of  Asia?" 
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American  States  Financial  17b 
American  Stores  10c 
AmeriSource  Health  12a 
Ameritech  22b 
Amgen  12b 
Amoco  11a 
AMP  9d 
AMR  23a 

AmSouth  Bancorporation  3c 
Anheuser-Busch  6c 
Anixter  International  5 
Aon  17b 
APL  23d 

Apple  Computer  18b 
Applied  Materials  15c 
Apna  Healthcare  Group  12c 
Arcadian  4 
Archer  Daniels  10b 
Arco  Chemical  4 
Arkansas  Best  23d 
Armco  16b 
Armstrong  World  6b 
Arrow  Electronics  21b 
Arvin  Industries  2b 
Asarco  16c 

Ascend  Communications  18c 


Ashland  11a 

Associates  First  Capital  17a 
AST  Research  18b 
AT&T  22a 

Atlantic  Richfield  11a 
Automatic  Data  18c 
AutoZone  8 
Ayery  Dennison  15a 
Avnet  21b 
Avon  Products  6d 
AVX  9d 


Baker  (J.)  f 
Baker  Hughes  lib 
Ball  7a 

Bally  Entertainment  14c 
Baltimore  G&E  24a 
Banc  One  3b 
Bancorp  Hawaii  3d 
Bank  of  Boston  3a 
Bank  of  New  York  3a 
BankAmenca  3d 
Bankers  Life  Holding  17b 
Bankers  Trust  3a 
Banta  21 d 
Bard  (C.R  )  12d 
Barnes  &  Noble  8 
Barnett  Banks  3c 
Bausch  &  Lomb  1 2d 
Baxter  International  1 2d 
Bay  Networks  18c 
Bear  Stearns  17a 
Bearings  21b 
Becton,  Dickinson  1 2d 
Bell  Atlantic  22b 
BellSouth  22b 
Bemis  7b 


Beneficial  17a 
Bergen  Brunswig  12a 
Berkley  (W  R  )17b 
Best  Buy  6b 
Bethlehem  Steel  16b 
Beverly  Enterprises  12c 
Bindley  Western  Inds.  12a 
Black  &  Decker  15b 
Block  (H&R)  17a 
Boatmen's  Bancshares  3b 
Boeing  1 

Boise  Cascade  19a 

Boise  Cascade  Office  Prods  21b 

Borders  Group  8 

Borg-Warner  Automotive  2b 

Boston  Edison  24a 

Boston  Scientific  1 2d 

Bowater  19b 

Briggs  &  Stratton  15c 

Bnnker  International  14a 

Bristol-Myers  Squibb  12b 

Brooklyn  Union  Gas  24b 

Brawn  Group  6a 

Brown-Forman  6c 

Browning-Ferris  21c 

Brunswick  14d 

BT  Office  Products  21b 

Burlington  Coat  Factory  8 

Burlington  Industries  15d 

Burlington  Northern  Santa  Fe  23b 


Cabletron  Systems  18c 
Cablevision  Systems  20a 
Cabot  4 

Cal  Fed  Bancorp  17c 
Caliber  System  23d 
Campbell  Soup  10b 


Capital  One  Financial  17a 
Cardinal  Health  12a 
Carnival  14d 
Carolina  Power  24a 
Carson  Pine  Scott  8 
Case  15c 
Caterpillar  15c 
CDl21e 

Centerior  Energy  24a 
Centex  13b 

Central  &  South  West  24a 
Cendian  18c 
Champion  Intl  19b 
Charming  Shoppes  8 
Charter  One  Financial  17c 
Chase  Manhattan  3a 
Chesapeake  19b 
Chevron  11a 

Chiquita  Brands  Intl  10b 
Chiron  12b 
Chrysler  2a 
Chubb  17b 
Cigna  17b 
Cincinnati  Bell  22b 
Cincinnati  Financial  17b 
Cincinnati  Milacron  15b 
CINergy  24a 
Circuit  City  Stores  6b 
Circus  Circus  14c 
Cirrus  Logic  9d 
Cisco  Systems  18c 
Citicorp  3a 
Clorox  6d 
CMS  Energy  24a 
CNA  Financial  17b 
Coastal  11a 
Coca-Cola  6c 
Coca-Cola  Enterprises  6c 


Cognizant  21  e 
Colgate-Palmolive  6d 
Collins  S  Aikman  15d 
Coltec  Industries  15c 
Columbia  Gas  24b 
Columbia/HCA  Healthcare  12c 
Comcast  20a 
Comdisco  18c 
Comerica  3b 
Commercial  Metals  16b 
Compaq  Computer  18b 
CompuCom  Systems  18a 
CompUSA  18c 
Computer  Associates  18c 
Computer  Sciences  18c 
ConAgra  10b 
Conrail  23b 
Conseco  17b 
Consolidated  Edison  243 
Cons.  Freightways  23d 
Cons.  Natural  Gas  24b 
Consolidated  Papers  19b 
Consolidated  Stores  8 
Continental  Airlines  23a 
Cooper  Cameron  11b 
Cooper  Industries  9a 
Cooper  Tire  &  Rubber  2c 
Coors  (Adolph)  6c 
CoreStates  Financial  3a 
Corning  15a 
Corporate  Express  8 
Countrywide  Credit  17a 
Cox  Communications  20a 
CPC  International  10b 
Crane  21b 
Crestar  Financial  3c 
Crown  Central  Petroleum  11a 
Crown  Cork  &  Seal  7a 


Crown  Vantage  19b 
CSX  23b 

CUC  International  21e 
Cummins  Engine  2b 
CVS  12a 

Cyprus  Amax  Minerals  16c 
Cytec  Industries  4 


Dana  2b 

Danaher 15b 

Darden  Restaurants  14a 

Data  General  18b 

Dayton  Hudson  8 

Dean  Foods  10b 

Dean  Witter,  Discover  17a 

Deere  15c 

Dell  Computer  18b 

Delta  Air  Lines  23a 

Deluxe  18a 

Detroit  Diesel  2b 

Dexter  4 

Dial  W 

Digital  Equipment  18b 
Dillard  8 

Dime  Bancorp  17c 

DiMon  6e 

Disney  (Walt)  14b 

Dole  Food  10b 

Dollar  General  8 

Dominion  Resources  24a 

Donaldson,  Lufkin  &  Jenrette  17a 

Donnelley  (R.R )  21d 

Dover  15c 

Dow  Chemical  4 

Dow  Jones  20b 

Dresser  Industries  15c 

DSC  Communs  22a 
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DTE  Energy  24a 
DuPont  4 
Duke  Power  24a 
Dun  &  Bradstreet  20b 
Duracell  International  15a 


Earthgrams  10b 
Eastman  Chemical  4 
Eastman  Kodak  14fJ 
Eaton  9a 
Echhn  2b 
Eckerd  12a 
Ecolab  6rJ 

Edison  International  24a 
Edwards  (AG  )  17a 
EG&G  21a 

El  Paso  Natural  Gas  24b 
Electronic  Data  Systems  18c 
EMC  18b 

Emerson  Electric  9a 
Engelhard  4 
:  243 
Enron  21b 
•'  5-:-  24 D 
Entergy  24a 
Equifax  17a 
Equitable  17b 
Equitable  Resources  24b 
Estee  Lauder  Gd 
Ethyl  4 

Everest  Reinsurance  17b 
Eiide  15a 
Exxon  11a 


Federal  Express  23c 
Federal  Home  Loan  17a 
Federal-Mogul  2b 


Fifth  Third  Bancorp  3b 

First  American  Rnl.  17a 
First  Bank  System  3b 
First  Brands  15a 
First  Chicago  NBD  3b 
First  Colon)  17b 
First  Data  18c 
First  Empire  State  3a 
First  of  America  Bank  3b 
First  Security  3d 
First  Tennessee  Natl.  3c 
First  Union  3c 
First  USA  17a 
Firstar  3b 

Fisher  Scientific  21b 
Flagstar  14a 
Fleet  Financial  Group  3a 
Fleetwood  Ents.  13b 
Fleming  10a 
Florida  Progress  24a 
Flowers  Industries  10b 
Flu  or  21a 
FMC  15c 

Foamex  International  15a 
Food  Lion  10c 
Foodmaker  14a 
Ford  Motor  2a 
Fort  Howard  19b 
Foster  Wheeler  21a 
Foundation  Health  12c 
FPL  Group  24a 
Freeport-McMoRan  4 
Freepori-McMoRanC&G16c 
Fi  tz  23c 

•  •  22b 
Fruit  of  the  Loom  6a 
Fuller  (H.B.)  4 
Furniture  Brands  6b 


■■-20b 

Gatewo.  2000  18b 
GATX23C 

Gaytord  Container  7b 
GenCorp  2b 
General  Dynamics  1 
General  Eie  •  c  5 
General  Inst  j-nent  9b 
General  Mills  10b 
General  Meters  2a 
General  Re  17rj 
Gerieral  Signs!  9a 


I  Genuine  Parts  21b 
Geon4 

Georgia  Gulf  4 
Georgia-Pacific  19a 
Giant  Food  10c 
Gillette  6d 

Glendale  Federal  Bank  17c 
Golden  West  17c 
Goodrich  (B  P)  4 
Goodyear  Tire  &  Rubber  2c 


Grainger  (W  W.)  21b 
Great  AiP  10c 
Great  Lakes  Chemical  4 
Great  Western  17c 
GTE  22b 

Gulfstream  Aerospace  1 


Halliburton  lib 
Handleman  21  e 
Hanna  (MA.)  4 
Hannaford  Brothers  10c 
Harcourt  General  5 
Hartey-Davidson  14d 
Harman  International  14d 
Harnischfeger  15c 
Harrah's  Entertainment  14c 
Harris  9b 
|Harsco15a 
Hasbro  14d 

Hearth  Systems  International  1! 
Healthsource  21e 
Healthsouth12c 
Hechinger  8 
Heilig-Meyers  6b 
Heinz  (H  J.)  10b 
Hercules  4 
Hershey  Foods  10b 
Hewlett-Packard  18b 
Hillenbrand  15a 
Hilton  Hotels  14c 
Hollinger  International  20b 


-:-  =  .v.;  9c 

Horizon/CMS  Healthcare  12c 
Hormel  Foods  10b 
Household  Intl  17a 
Houston  Industries  24a 

I  Hudson  Foods  10b 
Hughes  Electronics  9b 
-.j-ti  S.:c  ■  21b 
Humana  12c 
Hunt  (J  B.)  23d 
Huntington  Bancshares  3b 


IBM  18b 
IBP  10b 

Illinois  Tool  Works  15a 

.  243 
Imation  14d 
IMC  Global  4 
■  21e 
Ingersoll-Rand  15c 
ingles  Markets  10c 
Inland  Steel  16b 
Integrated  Health  Svcs  12c 
Intel  9d 

Intelligent  Electronics  18a 
Intergraph  18c 
Interpublic  Group  21  d 
Interstate  Bakeries  10b 
Intimate  Brands  8 
International  Flavors  4 
Intl.  Multrfoods  10a 
International  Paper  19b 

rn  i4c 

ITT  Hartford  Group  17b 
m  Industries  5 
WAX  12b 


Jacobs  Engineering  21a 
James  River  19b 
Jefferson  Smurfrt  7b 
Jefferson-Pilot  17b 
John  Alden  Fml  17b 


K-lll  Communications  20b 
K  N  Energy  24b 
Kaiser  Aluminum  16a 


Kaufman  &  Broad  13b 
10b 

Kenwood  6a 
Kelly  Services  21  e 
Kennametal  15b 
Kerr-McGee11a 
•  .  3b 
Kimberly-Clark  19b 
Kmart  8 

Knight-Ridder  20b 
Kohl's  8 
-  10c 


Laboratory  Corp.  of  America  1', 
Lafarge  13a 
Lam  Research  15c 
Lands'  End  8 
Landstar  System  23d 
Lear  2b 

Leggett  &  Piatt  6b 
Lehman  Brothers  Holdings  17 
Levitz  Furniture  6b 
Lexmark  Intl  Group  18b 
LG&E  Energy  24a 
Liberty  Financial  17b 


■5c 


Lockheed  Martin  1 
Loe.vs17b 

Long  Island  Lighting  24a 
Longs  Drug  Stores  1 2a 
Longview  Fibre  7b 
Louisiana-Pacific  19a 


ic 


16b 


Magellan  Health  Services  12c 
MagneTek  9a 
Mallinckrodt  12b 
Manor  Care  1 2c 
Manpower  21 e 
Mapco  11a 

Mark  IV  Industries  15a 
Mamott  Intl  14c 
Marsh  &  McLennan  17a 
Marsh  Supermarkets  10c 
Marshall  &  llsley  3b 
Marshall  Industnes  21b 
Vji  :  13a 
MascoTech  2b 
14d 

May  Department  Stores  8 
6b 

McCormick  10b 
McDermott  Intl  15c 
McDonald's  14a 
McDonnell  Douglas  1 
McGraw-Hill  20b 
MCI  Communications  22a 
McKesson  12a 
MCN 24b 
Vea:  19b 
Medtronic  12d 
Mellon  Bank  3a 
Mercantile  Bancorp.  3b 
Mercantile  Stores  8 
:  Merck  12b 
Merisel  18a 
Merrill  Lynch  17a 
Meyer  (Fred)  8 
Michaels  Stores  8 
Micro  Warehouse  8 
MicroAge  18a 
Micron  Electronics  18b 
Micron  Technology  9d 


Minnesota  Mining  15a 
Mirage  Resorts  14c 
11a 

Modine  Mfg  2b 
Mohawk  Industries  15d 

-.  9d 
Monsanto  4 
Morgan  UP.)  3a 


Morgan  Stanley  17a 
Morton  International  4 
Motorola  9b 
Murphy  Oil  11a 
Musicland  Stores  14d 


Nabisco  Holdings  10b 
Nalco  Chemical  4 
National  City  3b 
National  Fuel  Gas  24b 
National  Semicond  9d 
National  Service  9a 
National  Steel  16b 
NationsBank  3c 
Navistar  International  2a 
Neiman  Marcus  Group  8 
New  England  Electric  24a 
New  York  State  E&G  24a 
New  York  Times  20b 


Niagara  Mohawk  24a 
Nike  6a 

Nine  West  Group  6a 
Nipsco  Industries  24a 
NL  Industries  4 
NorAm  Energy  24b 
Nordstrom  8 
Norfolk  Southern  23b 
Northeast  Utilities  24a 
Northern  States  24a 
Northern  Trust  3b 
Northrop  Grumman  1 
Northwest  Airlines  23a 
'.:  3b 
'.  .-  ISc 
Nuccr  16b 
Nynex  22b 


Occidental  Pet  Ua 
Office  Depot  8 

-  :eVii  8 
Ogden  5 

Ohio  Casualty  17b 
Ohio  Edison  24a 
Oklahoma  G&E  24a 
Old  Kent  Financial  3b 
Old  Republic  Intl.  17b 
01  in  4 
:  -    21  e 
Omnicom  Group  21  d 
Dneok  24b 
Oracle  18c 

OrNda  HealihCorp  12c 
Oryx  Energy  11a 
Outboard  Marine  14d 
Owens  &  Minor  12d 
Owens  Corning  13a 
tens-Illinois  7a 
Oxford  Hearth  Plans  12c 


;rpnses  24b 
:  24a 

isis  Group  22b 


24b 

nmfin  15a 
re  17b 


Z4a 

lie  10c 


Penney  (J.I 


11a 

':: 


.  24: 


Perkm-Elmer  9c 
Peismart  8 
Pfizer  12b 

Pharmacia  &  Upjohn  12b 
Phelps  Dodge  16c 
:-21e 
Philip  Morris  6e 
Phillips  Petroleum  11a 
Phillips-Van  Heusen  6a 
Physician  Corp.  12c 
Pinnacle  West  24a 
Pioneer  Hi-Bred  10b 
Pioneer-Standard  21b 


Pitney  Bowes  18a 

Prttston  Burlington  Group  23c 

PNC  Bank  3a 

Polaris  Industries' 15a 

Polaroid  14d 

Potlatch  19b 

Potomac  Electric  24a 

PP&L  Resources  24a 

PPG  Industries  13a 

Praxair  4 

Premark  Intl.  5 

Price/Costco  8 

Procter  &  Gamble  6d 

Protfrtt's  8 

Progressive  1 7b 

Provident  1 7b 

Providian  17b 

PS  Co.  oi  Colorado  24a 

Public  Service  Ent  24a 

Pulte  13b 


Quaker  Oats  10b 
Quaker  State  11a 
Quantum  18b 
Quorum  Health  Group  12c 


Ralcorp  Holdings  10b 
Ralston  Purina  10b 
: : , . - ;  9a 
Rayonier  19a 
Raytheon  9b 
Read-Rrte  9d 
Reader's  Digest  20b 
Reebok  International  6a 
Regions  Financial  3c 
Reliance  Group  17b 
ReliaStar  Financial  17b 
Republic  New  York  3a 
RevcoO.S  12a 
-r.  :  6d 
Re>;  21b 

Reynolds  &  Reynolds  18a 
Reynolds  Metals  16a 
Rhone-Poulenc  Rorer  12b 
Richfcod  Holdings  10a 
Riser  Foods  10c 
Rite  Aid  12a 
RJR  Nabisco  6e 
Roadway  Express  23d 
Rockwell  International  5 
Rohm  &  Haas  4 
Ross  Stores  8 
Rouge  Steel  16b 
Royal  Caribbean  Cruises  14d 

Rubbermaid  15a 


Russell  6a 
Ryder  System  23c 
Ryerson  Tull21b 
Ryland  Group  13b 


.  17b 

Safeguard  Scientrhcs  1 8c 
Safeway  10c 
Saks  Holdings  8 
SalheMae  17a 
Salomon  17a 
Sara  Lee  10b 
SBC  Communications  22b 
Scana  24a 
Schering-Plough  12b 
Schlumberger  11b 
Schuller19b 
Schulman  (A)  4 
Schwab  (Charles)  17a 
SCI  Systems  9d 
Scientific-Atlanta  22a 
Scnpps  (E.W.)20b 


Sherwin-Williams  13a 
ShoneysHa 
ShopKo  Stores  8 
Sigma-Aldnch  12b 
I  Signet  Banking  3c 
Silicon  Graphics  18b 
Smart  &  Final  10a 
Smith  (AO  )  2b 
Smith  s  Food  4  Drug  10c 
Smithfield  Foods  10b 


Snap-on  15b 
Solectron  9d 
Sonat  24b 
Sonoco  Products  7b 
Southern  24a 
Southern  National  3c 
Southern  New  Eng.  Tel.  22b 
Southland  10c 
SouthTrust  3c 
Southwest  Airlines  23a 
Spiegel  8 
Sports  Authorrty  8 
Springs  Industnes  15d 

-  22a 
SPX 1 5b 
St  Paul  17b 
Standard  Commercial  8a 
Standard  Federal  Bancorp.  17c 
Standard  Products  2b 
Stanley  Works  15b 
Staples  8 

State  Street  Boston  3a 
Stewart  &  Stevenson  15c 
Stone  Container  7b 
Storage  Technology  1 8b 
Summit  Bancorp.  3a 
Sl-  11a 

Sun  Healthcare  Group  12c 
Sun  Microsystems  18b 
SunAmenca  17b 
Sunbeam  6b 
Sundstrand  1 
SunTrust  Banks  3c 
Supervalu  10a 
Sybase  18c 
Sysco  10a 


Talbots  8 

Tandem  Computers  18b 
Tandy  6b 
Tech  Data  18a 
Teco  Energy  24a 
Tecumseh  Products  13a 
Teias  Gas  24b 
-  i  9c 

Tele-Communications  20a 
Telephone  &  Data  Sys  22a 

;t:  22a 
Temple-Inland  7b 
Tenet  Healthcare  12c 
Tenneco  5 

.    9  c 
Terra  Inds.  4 
Tesoro  Petroleum  1 1  a 
Texaco  11a 
Texas  Instruments  9d 
Texas  Utilities  24a 
Textron  5 

Thermo  Electron  9c 
Thomas  &  Belts  9a 
Thorn  Apple  Valley  10b 
3Com  18b 
;v  15a 

Thrifty  Paytess  Holdings  12a 
TIG  Holdings  17b 
Time  Wame^  20b 
Times  Mirror  20b 
Timken  15c 
TJX  8 

Torchmark  17b 

::::  11a 
Toys  R'  Us  8 
Trans  World  Airlines  23a 
Transamenca  17b 
Transatlantic  Holdings  17b 
Travelers  Group  17a 
Travelers/Aetna  Property  17b 
Tnarc  5 

: .  -  20b 
Tnnrty  Industnes  23c 
Tnnova  15a 


Century  Industnes  17b 
Intl  15c 
I  Foods  10b 


U  S  Bancorp  3d 
U.S.  Home  13b 
U.S. Industnes  5 
U.S.  Surgical  1 2d 
M  23a 

Ultramar  Diamond  Shamrock  1  la 

-  243 
Unrh15d 
Union  Camp  7b 
Union  Carbide  4 


Union  Electric  24a 
Union  Pacific  23b 
Union  Pacific  Resources  11 
UmonBanCal  3d 
Unisys  18b 

United  Healthcare  12c 
United  Technologies  1  h 
United  Wisconsin  Services 
Unitnn  17b 
Universal  6e 
Unocal  11a 
UNUM17b 

US  West  tommunicatjnS 
US  West  Media  20b 
USAir  Group  23a 
USF&G  17b 
USFreightways  23d 
USG  1 3a 
USLife  17b 
LIST  6e 

USX-Marathon  11a 
USX-U.S.  Steel  16b 
UtiliCorp  United  24b 


Valero  Energy  11a  I 

Value  City  8  I 

Value  Hearth  12c  I 

Vanstar  18c  I 

Varian  Associates  9b  1 1 

Vastar  Resources  11a  ■ 

Vencor12c  I 

Venture  Stores  8  I 

VF6a  [ 

Viacom  14b  I 

Viad  5  | 
Viking  Office  Products  8  J 
Vishay  Intertechnology  M 

Vons 10c  | 

Vulcan  Matenals  13a  T 


Waban 8 
Wachovia  3c 
Wal-Mart  Stores  8 
Walgreen  12a 
Wang  Laboratories  18c 
Warner-Lambert  12b 
Washington  Mutual  17* 
Washington  Post  20b 
Webb  (Del)  13b 
Weirton  Steel  16b 
Wellman  4 
WellPoint  Health  12c 
Wells  Fargo  3d 
Wendy's  Intl.  14a 
Western  Atlas  lib 
Western  Digital  18b 
Western  Gas  Resources-! 
Western  Resources  24l 
Westingbouse  Electric  9a 
WestPoint  Stevens  6a 
Westvaco  19b 
Weyerhaeuser  1 9b 
Wheelabrator  Techs.  24» 
Whirlpool  6b 
Whitman  5 
whx  16b 
Wickes  Lumber  8 
Willamette  Industries  19a 
Williams  24b 
Winn-Dude  Stores  10c 
Wisconsin  Energy  24a 
Witco4 

WLR  Foods  10b 
WMX  Technologies  21d 
WoolworthS 
World  Color  Press  2H 
WorldCom  22a 
Worthington  Inds.  1EM 
WngleytWm.)  Jr.  10*1 
'.We  Electronics  21b  I 


Xerox  18b 
Yellow  23d 
York  Intl.  13a 
Zale  8 
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Where  should  your  enterprise 
wmmunlcationd  strategy  begin: 


(Ljzrth? 


By  knowing  networks  from  the  ground  up, 
3Com  is  delivering  solutions  for  the  real  world. 


^Computerworld  j 
vendor  confidence  Jtuvey  jhouv 
greater  automer  jatufaction  with 
3Com  products  and  service*)  than 
with  any  of  their  competitors. 


Please  call  us  and  we'll  gladly 
provide  you  with  reprints  of  the 
article  which  quantifies  the 
advantages  ol  3Com  networks,  or 
you  may  access  the  information 
directly  on  our  website. 


Precious  few  companies  have  rmistered  advanced  computer 
networking.  And  of  those,  only  one  began  where  the  rubber,  as 
they  say,  meets  the  road:  at  the  user  level.  In  fact,  3Com  has 
networked  more  than  42  million  users  around  the  world. 

Knowing  how  networks  work  at  every  level  compels  3Com 
to  deliver  more  than  the  big  switches  and  routers  used  to  run 
Fortune  500  global  systems.  3Com  network  solutions  deliver 
the  consistent  application  response  time 
critical  to  businesses  of  today  like  banks, 
healthcare  providers  and,  not  surprisingly, 
other  major  technology  companies.  If,  like 
these  companies,  you  consider  networks  to 
be  vital  —  not  optional  —  to  your  business,  contact  3Com. 
With  a  stell  ar  reputation v  tor  reliability,  value  and  follow- 
through,  3Com  can  undoubtedly 

put  your  network  on  a  solid  footing. 
www.3com.com/earth 


1  800-NET 

-3Com 

(option 

2) 

tnership 


Com  Corporation.  3Com  is  a  registered  trademark  of  3Com  Corporate 


gardener  and  an  inventor  of  DuPo 
Kevlar",  the  world's  strongest  fibi 
It's  in  the  brakes  of  trains,  plane 


and  automobiles,  it's  in  skis, 


most  anyplace  else  requiring  a 
unique  combination  of  light  weig 
and  strength.  How'd  she  do  it? 


With  innovation  and  determinate 


IBB 


With  a  single  idea  she  can  stop  trains,  j 


How  else  can  ycu  stop  a  train? 
Stop  a  bullet?  Save  a  life? 
Visit  us  at  www.dupont.com 
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UCTION  INDEX 


PRODUCTION  INDICATORS 


;nge  from  last  week:  0.5% 
inge  from  last  year:  4.9% 


PRODUCTION  INDEX 

Dec.  7=133.5 
1992=100 


)ec  Apr.  Aug.  Dec 

J95  1996  1996  1996 

ndex  is  a  4-week  moving  average 

duction  index  increased  during  the  week  ended  Dec.  7.  Before 

ion  of  the  four-week  moving  average,  the  index  also  increased,  lumping 

6,  from  132.8.  On  a  seasonally  adjusted  basis,  truck  production 

and  lumber,  auto,  and  steel  output  were  up  as  well.  Crude-oil  refining 

ctric  power  production  were  down  quite  sharply  in  the  latest  week. 

ding  index  will  be  unavailable  for  an  indefinite  period  of  time. 

lion  index  copyright  1996  by  The  McGraw-Hill  Companies 


ING  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%CHG 

PRICES  (12/13)  S&P  500 

728.64 

739.60 

17.8 

RATE  BOND  YIELD.  Aaa  (12/13) 

7.21% 

7.10% 

5.6 

RIAL  MATERIALS  PRICES  (12/13) 

106.7 

107.1 

-5.1 

SS  FAILURES  (12/6) 

NA 

NA 

NA 

STATE  LOANS  (12/4)  billions 

NA 

NA 

NA 

SUPPLY,  M2  (12/2)  billions 

$3,814.1  $3,792.6r 

4.4 

CLAIMS,  UNEMPLOYMENT  (12/7)  thous 

3  1  7 

330r 

-6.8 

.:  Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
reet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 

REST  RATES- 

1  FUNDS  (12/17) 

LATEST 
WEEK 

5.38% 

WEEK 
AGO 

5  17"o 

YEAR 
AGO 

5.90% 

RCIAL  PAPER  (12/18)  3-month 

5.52 

5.44 

5.61 

ICATES  OF  DEPOSIT  (12/18)  3  month 

5.48 

5.44 

5.67 

MORTGAGE  (12/13)  30-year 

7.84 

7.67 

7.45 

'ABLE  MORTGAGE  (12/13)  one-year 

5.74 

5.66 

5.70 

12/17) 

8  25 

8.25 

8.50 

Federal  Reserve,  HSH  Associates.  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 

%  CHG 

STEEL  (12/14)  thous.  of  net  tons 

1,959 

1 ,924# 

8.2 

AUTOS  (12/14)  units 

135,863 

125,297r# 

-4.3 

TRUCKS  (12/14)  units 

136,090 

135,905r# 

1 1.2 

ELECTRIC  POWER  (12/14)  millions  of  kilowatt-hrs.  63,264 

62,753# 

-2.5 

CRUDE-OIL  REFINING  (12/14)  thous.  of  bbl./day  14,275 

14,380# 

2.8 

COAL  (12/7)  thous.  of  net  tons 

2i,524« 

18,720 

7.5 

LUMBER  (12/7)  millions  of  ft. 

461. 1# 

333.2 

4.2 

RAIL  FREIGHT  (12/7)  billions  of  ton-miles 

26. 5# 

21.9 

5.6 

Sources:  American  Iron  &  Steel  Institute,  Ward's 
Institute.  American  Petroleum  Institute,  Energy  Dept 
American  Railroads 

Automotive  Reports,  Edison  Electric 
,  WWPA1,  SFPAJ,  Association  of 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 

°o  CHG 

GOLD  (12/18)  $/troy  oz. 

368.700 

368.250 

-4.7 

STEEL  SCRAP  (12/17)  #1  heavy,  $/ton 

1  16  50 

116.50 

-13.1 

COPPER  (12/13)  e/ib. 

106.6 

108.4 

-23.4 

ALUMINUM  (12/13)  e/ib. 

72.0 

72  3 

8  9 

COTTON  (12/14)  strict  low  middling  1-1/16  in.. 

d/lb.  72.44 

71.84 

-13.6 

OIL  (12/17)  $/bbl. 

25.59 

24.42 

33  S 

CRB  FOODSTUFFS  (12/17)  i967  =  ioo 

229.42 

227.78 

-3.5 

CRB  RAW  INDUSTRIALS  (12/17)  1967=100 

i  31 )  98 

331.81 

-0.1 

Sources:  London  Wednesday  final  setting,  Chicago 
market,  NYMEX,  Commodity  Research  Bureau 

market,  Metals 

Week,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (12/18) 

LATEST 
WEEK 

113.68 

WEEK  YEAR 
AGO  AGO 

112.82  102.34 

GERMAN  MARK  (12/18) 

1.55 

1  54 

1.44 

BRITISH  POUND  (12/18) 

;  6  ' 

1.66 

1.54 

FRENCH  FRANC  (12/18) 

5.25 

5.22 

4.95 

ITALIAN  LIRA  (12/18) 

1528.8 

1525.5  1589.8 

CANADIAN  DOLLAR  (12/18) 

1.37 

1.36 

1.36 

MEXICAN  PESO  (12/18)' 

/  838 

7.892 

7.560 

TRADE-WEIGHTED  DOLLAR  INDEX  (12/18) 

99  1 

98.6 

95.1 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J  P  Morgan. 


ta  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
t.   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       IMA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


IAL  INCOME 

Dec.  23,  8.-30  a.m.  est*  Person- 
le  likely  increased  a  solid  0.6%  in 
er  after  no  change  in  October, 
ig  to  the  median  forecast  of  econo- 
rveyed  by  mms  International,  one  of 
araw-Hill  Companies.  The  mms  sur- 

projects  that  consumer  spending 
%  in  November  on  top  of  a  0.5% 
Dctober.  Retail  sales  fell  0.4%  in 
er,  but  most  of  that  decline  came 
Dllar  amount  of  sales  at  car  dealers, 
trnerce  Dept.,  however,  uses  unit 
cars  and  light  trucks  in  compiling 
ding  figures,  and  unit  sales  rose  in 
er.  In  addition,  the  month's  unusu- 

weather  pushed  up  energy  use. 


DURABLE  GOODS  ORDERS 

Friday,  Dec.  27,  8:30  a.m.  est>-  New 
orders  taken  by  durable  goods  manufactur- 
ers likely  edged  up  0.3%  in  November,  the 
same  gain  posted  in  October,  says  the  mms 
survey.  An  increase  is  suggested  by  a  rise 
in  the  orders  index  of  the  National  Associa- 
tion of  Purchasing  Management  as  well  as 
a  big  jump  in  the  production  of  durable 
goods  in  November. 

LEADING  INDICATORS 

Friday,  Dec.  27,  8:30  a.m.EST*-  The  Con- 
ference Board's  index  of  leading  indicators 
probably  rose  0.1%  in  November,  says  the 
mms  survey.  If  so,  that  would  be  the  10th 
consecutive  increase.  The  uptrend  suggests 


that  the  economic  expansion  will  continue 
through  all  of  1997. 

UNEMPLOYMENT  CLAIMS 

Friday,  Dec.  27,  8:30  a.m.EST>  Initial  job- 
less claims  for  the  week  ended  Dec.  21  will 
probably  total  about  325,000,  not  much 
different  from  the  317,000  filed  in  early 
December.  Because  of  Christmas,  the  Labor 
Dept.  will  report  the  jobless-claims  data 
one  day  later  than  normal. 

EXISTING-HOME  SALES 

Friday,  Dec.  27,  10  a.m. est  ►  Existing 
homes  likely  sold  at  an  annual  rate  of  4 
million  in  November,  slightly  better  than 
October's  3.97  million  pace. 


Index  to  Companies 

Companies  listed  only  in  tables  are  not  included. 


KirchGroup  92 
KPMG  Peat  Marwick  142 
Kurzweil  Applied  Intelligence 
(KURZ)  51 


Oppenheimer  80.96.146 
Oppenheimer  Strategic  Income 
Fund  136 
Oracle  (ORCL)  122 
Oxford  Health  Plans  (OXHP)  96 


tor  54 
ADT  51 

Advanced  Micro  Devices  (AMD)  22 
Aetna  bfe  &  Casualty  (AET)  96 
Aerospatiale  40 
AFLAC  (AFU  56 
Airbus  Industne  40 
AK  Steel  (AKS)  51 
Alaron  Trading  150 
Allen  Group  (ALN)  94 
Altera  (ALTAI  86 
Amencan  Airlines  (AMR)  38 
Amencan  Century  Investments  136 
Amencan  Express  (AXP)  6 
Amencan  Home  Products  (AHP)  51. 

96 

Amencan  International  (AIG)  56.  90 
Amenca  Online  IAMER)  118.122 
Anheuser-Busch  (BUD)  94 
Aon  !A0Ci  90 

Apple  Computer  (AAPU  22.51 
Apna  122 
Armco(AS)  51 

Ascend  Communications  (ASND)  86 

Aston  Martin  LaGonda  58 

AST  Research  (ASTA)  44 

AT&T  (T)  106.114 

Audits  &  Surveys  Worldwide  46 

Avant'  (AVHT)  86 

Aviation  Industnes  of  China  40 

Aztech  Systems  54 


Ciba-Geigy  100 
CIGNA  (CI)  56 
Cincinnati  Milaron  (CMZ)  94 
Circus  Circus  (CIR)  122 
Cisco  Systems  (CSCO)  86 
Citicorp  (CCD  6, 90 
CNN/SI  42 

Coca-Cola  (KO)  51.106 
Cohen  &  Steers  Realty  Shares  142 
Colliers  International  Property  29 
Compaq  Computer  (CPQ)  44.46.54, 


CompuServe  122 

Computer  Intelligence  46 

Conference  Board  191 

Conrail  (CRR)  74 

Construcciones  Aeranauticas  40 
Continental  Airlines  (CAIA)  38 
Continental  General  Insurance  49 
Contranan  Fund  114 
Cooper  Cameron  (RON)  155 
Cott  (COTTF)  122 
Cowen  78 

Cox  Communications  (COX)  42 
Crabbe  Hudson  Group  114 
Creative  Artists  Agency  50 
Creative  Technology  54 
Creditanstalt-Bankverein  63 
Crescent  Real  Estate  Equroes  142 
Crowell  Weedon  150 
CS  First  Boston  38 


Fiduciary  Trust  106 
First  Albany  (FACT)  80 
First  Amencan  (FATN)  90 
Firstar  (FSR)  90 
First  Call  78 

First  Merchants  Acceptance 
(FMAC)  90 

Fleet  Financial  Group  74 
Ford  (F1  41.94.155 
FORE  System  (FORE)  96 
FoxMeyer  Health  150 
France  Telecom  106 


B  . 

Banc  One  Investment  Advisors  72 
BankAustna  63 
Bankers  Trust  (BTi  72.100 
Bank  Julius  Baer  106 
Bank  of  Ireland  106 
Barclay  Trading  Group  150 
Barnck  Gold  (ABM  82 
Bayer  100 
Be  51 

Beechcraft  131 
Bernstein  (Sanford  C)  92 
Bessemer  Trust  136 
Bethlehem  Steel  (BS)  51 
Biogen  (BGEN)  96 
Boeing  IBA)  38.40.96.131 
Bombadier(BBDB)  106 
B002  Allen  &  Hamilton  54 
Boston  Partners  Asset 

Management  122 

Brandywine  Asset  Management  136 

Bnghtpomt  (CELL)  80 

Bntish  Aerospace  40 

British  Airways  (BAB)  51 

Broderbund  Software  (BROD)  96 

Brown  Brothers  Hamman  44. 90 

BTWSchroder  35 


Daewoo  Electronics  55 
Daimler-Benz  Aerospace  (DAI)  40 
Dam  Bosworth  80.82 
Dana(DCN)  94 
Danone  100 
Dassault  Aviation  40 
Datametncs  (DC)  150 
Debartolo  Realty  (EJD)  142 
Dell  Computer  (DELL)  44,  54. 86 

Delphi  Management  114 

Dennis  Trading  Group  150 

Deutsche  Morgan  Grenfell  68 

Deutsche  Telekom  106 

DFS  Advisors  131 

Digital  Equipment  (DEC)  44 

Donaldson.  Lufkm  &  Jenrette  (DU)  90 
150 

Dreman  Value  Advisors  114 
Dreyfus  (DRY)  100.136.138 
DRI/McGraw-Hill  (MHP)  68. 72 
DuPont(DD)  131 


Gateway  2000  (GATE)  86 
Gaylord  Entertainment  (GET)  96 
Gazprom  122 
General  Electnc  (GE)  106 
General  Motors  (GM)  8.38.41.51. 
58,114.155 

Genetics  Institute  (GENIZ)  51.96 
Gillette  (G)  106 
Glenayre  Technology  (GEMS)  80 
Global  Manne  (GLM)  150 
Globalt  Growth  Fund  106 
Golden  Star  Resources  (GSR)  114 
Goldman  Sachs  78,80 
Goldtron  54 
Good  Guys  (GGUY)  46 
Goodrich  (BF.KGR)  94 
Greenfield  Industnes  (GF1I)  122 
GreenPoint  Financial  90 
GroupeBull  46 
Gucci  106 
Guess'  131 

Guinness  Flight  Global  Asset 
Management  122 


Lagardere  55 

Laidlaw  Equities  150 

Landmark  Small  Cap  Equity  Fund  86 

Lands'  End  (LE)  106 

Lattice  Semiconductor  (LSCC)  86 

Legg  Mason  Value  Trust  122 

Lehman  Brothers  (LEH)  40 

Level  One  Communications  (LEVL)  86 

Lexus  41 

Lindner  Growth  Fund  122 
bpper  Analytical  Services  132 
Living  Centers  of  Amenca  (LCA)  122 
Lockheed  Martin  (LMT)  8, 38 
London  Electricity  51 
Loomis  Sayles  78 
Lord  Asset  Management  100 
Lucent  Technologies  (LU)  54.106 
Lukoil  122 
LVMH  100 

M   


Hambrecht  &  Quist  131 
Hanna  (MA)  (MAH)  94 
Hanson  114 

Harley-Davidson  (HDD  122 
HBO  (TWX)  43 
Healthsource  Group  (HS)  96 
Herzog  Heme  Geduld  80 
Hewlett-Packard  (HWP)  54 
Holl  International  106 
Honda  (HMO  100 

Howard  Weil  Labouisse  Fnednchs  150 
HSBC  72.106 
Humana  (HUM)  49 
Huntington  Bancshares  (HBAN)  90 


Cabletron  Systems  (CS)  86 
Cah  Realty  (CLD  142 
Cambndge  Energy  Research  146 
Campbell  Taggert  94 
Canon  100 

Capital  One  Financial  90 
Carretour  100 
Castle  (AM)  (CAS)  131 
CB  Commercial  Real  Estate 
Group  142 

Centennial  Cellular  114 
Centennial  Technologies  (CTNl  118. 
150 

CentocorlCNTO)  96 
Central  States  Healths  bfe  49 
Century  Share- Trust  90 
Chase  Manhattan  iCMB)  90 
Chesapeake  Energy  (CHK)  118 
ChnstianDior  100 
Chnsties  International  (BID)  148 
Chrysler  (0  41.94.155 
Chubb (CB)  90 


EA-Generali  63 
Earthgrains  (EGR)  94 
ECI  Telecom  122 
Eclipse  Consulting  49 
Editek(EDI)  118 
Edwards  (AG)  72.146.150 

El  Paso  Electnc  (ELPAQ)  122 

Electronic  Arts  (ERTS)  96 

Electronic  Data  Systems  (EDS)  114 

Eletrobras  122 

EMC  (EMC)  86 

Enron  (ENE)  114 

Ensearch  Exploration  122 

Entergy  (ETR)  51 

EPIC/MRA  52 

Equitable  Real  Estate  Investment 
Management  142 
ESPNEWS  42 
Estee  Lauder  (EL)  106 
Evaluation  Associates  110 
Evensky  Brown  KaU  &  Levitt  136 
EVEREN  Securities  80 
Evergreen  Global  Leaders  Fund  106 

Exide(EX)  122 


l/B/E/S  International  157 
IBM  (IBM)  6.44.46.54.68,86  96 
122 

Illinois  Tool  Works  (1TW)  106 
Imation(IMN)  94 
Indosuez  Carr  Futures  72 
Inner  Mongolia  Erdos  106 
Inso(INSO)  86 

Intel  (INTO  22. 44. 46. 86, 106 

Interactive  Investments  Technology 
Value  Fund  86. 150 
International  Data  46 
IPC  54 

Ixion  Motor  Group  58 


Macench(MAC)  142 
Macroeconomic  Advisers  68, 76 
Mannesmann  100 
Manne  Midland  Bank  106 
Massachusetts  Financial  Services  86, 
106 

MasTec  (MASX)  118 
Matsushita  Electnc  50 
Mattel  (MAT)  106 
Matthews  Korea  Fund  150 
MCA  50 

McAtfee  Associates  122 
McDonald  80 

McDonnell  Douglas  (MD)  8.38.40. 
96 

McGraw-Hill  (MHP)  191 
McKesson  (MCK)  150 
McKinsey  15 
Medpartners  122 
Mega  bfe  &  Health  49 
Mellon  Bank  (MEL)  72.90 
Mercedes-Benz  41 
Memll  Lynch  (MER)  52.78.86,90. 
92.100,106,131 
Methanex(MX)  114 
MFS  Investment  Management  136 

MGI  Software  22 

Microsoft  (MSFT)  6.44,86.96.122 
Midland  Bank  106 
Midwest  Research  Maxus  Group  131 
Mitsubishi  Electnc  44 
Mitsui  Manne  &  Fire  Insurance  56 
MMS  International  (MHP)  191 
Montgomery  Asset  Management  106 
Morgan  Guaranty  Trust  UPM)  29 
Morgan  Stanley  (MS)  90.100.122 
Morgan  Stanley  Emerging  Markets 
I  Fund(MSF)  122 
|  Mommgstar  132 
Mosenergo  122 
Motorola  (MOT)  44, 54 


Pacific  Crest  Secunties  38 
Pacific  Investment  Management 

(PIMCO)  136 
Packard  Bell  NEC  46.54 
PaineWebber  (PWJ)  78 
Parametnc  Technology  (PMTC)  86 
Panbas  Capital  Markets  40 
PBHG  Growth  Fund  122 

PBHG  Technology  &  Communications 
Fund  86 

PepsiCo (PEP)  51 

Peregnne  Asset  Management  106 

Petrobras  100 
Philip  Morris  (MO)  8 
Phoenix  Emerging  Markets  Bond  Fund 
A  132 

Pimco  Advisors  138 
Pinnacle  Micro  (PNCL)  118 
Pinnacle  Systems  (PCLE)  22 
PNC  Bank  Asset  Management 
Group  90 
Polaroid  (PRD)  150 
Premark  International  (PMI)  106 
Premisys  Communications  (PRMS)  86 
Pnmark(PMK)  155 
Pnmark  Decision  Economics  68.72 
Prodigy  Services  122 
Prudential  Securities  80 
Pulte  (PHM)  51 


Strong  Small  Cap  Stock  Fi 
Sumitomo  146 
Summit  Bancorp  (SUB) 
SunAmenca  (SAD  90. 148 
Sunbeam  (SOK)  155 
Surgutneftegas  122 
System  Software  Associates 


122 


Tamsa  100 

TASS  Management  110 
Tele-Communications  (TCOH) 
Telebras  100. 122 
Televisa  100 
TennecoOTEN)  94 
.  122 

Texas  Instruments  (TXM)  54 
Telefonica  de  Espana  106 
Thomson  Multimedia  55 
Thomburg  Umrted-Term  Fu 
3Com  (COMS)  54,  86 
3MIMMM)  94 
Tiger  Fund  110 
|  Time  Insurance  49 
Time  Warner  (TWX  I  42.50, 
Torray  (Robert  F_)  114 
Toshiba  46 

Toyota  (TOYOY)  50E2. 100 
TupperwareCTUP)  106 
Turner  Broadcasting  (TBSA) 
TWR  Group  58 
U 


QSound  50 
Quanex(NX)  122 
Quigley  (QU1G)  118 


Rauscher  Pierce  Refsnes  80 
Raytheon  (RTN)  131 
Refco  Securities  146 
Regional  Financial  Associates  72 
RenaissanceRe  Holdings  (RNREF)  114 

Rexel  (RXL)  122 
Rhone-Poulenc  Rorer  (RPR)  96 
Robertson  Stephens  114 
Robertson  Stephens  Information  Age 
Fund  86 

Robinson-Humphrey  80 
Roche  100 

Rockwell  International  (ROW  38 
Rowan (RDC)  150 
Ryback  Management  122 

S 


UBS  Secunties  90.96 
UCB  106 

Union  Bank  of  Switzerland  II 
Union  Planters  (UPC)  90  I 
Uniphase  (UNPH)  86 
Uranium  Resources  (URIX)  1 
USAir  (U)  40, 51 
US  Bancorp (USBC)  90 
USF&GIFG)  90 
USUFE(USH)  96 
U.S.  Surgical  (USS)  82 
US,  Trust  (USTC)  118 
UTI  Energy  (DTI)  150 


Van  Eck  Global  Hard-Assets  1 
Van  Wagoner  Emerging  Grow 
Fund  132 


Jaguar  Cars  41,  58 
Janney  Montgomery  Scott  80 
Janus  Olympus  Fund  86 
Jefferson-Pilot  UP)  90 
JeffnesUEF)  118 

John  Hancock  Regional  Bank  Fund  90 
Josephthal  Lyon  Ross  96 
Junka&Voyles  122 


National  Steel  (NS)  51 
NEC  (NIPNY)  46 
Needham  Growth  Fund  132 
Network  General  (NETG)  86 
Neuberger  &  Berman  148 

Newport  News  Shipbuilding  94 

News  Corp  (NWS)  92 

NeXT  Software  51 

NGC(NGL)  114 

Nikko  Secunties  72 

Nokia  106 

Northeast  Utilities  (NU)  122,155 
Norwest  (NOB)  90 
NT&T  122 


Falcon  Drilling  (FlCN)  150 
FelCor  Suite  Hotels  (FLCO)  142 
Fidelity  Magellan  Fund  14 


Kansas  City  Power  &bght(KCLD  51 
Keele  Bruyette  &  Woods  90 
Kemper  International  Fund  100 
KeyCorp (KEY)  90 


Otfitbank  136 
Olympus  100 


Safeway  (SWY)  122 
Salomon  Brothers  (SB)  58,80,90. 
150 

Samsung  Electronics  44, 122 
Sasol  122 

SC&T  International  150 

Schwab  Short-Intermediate  Fund  136 

Seagram  (VO)  96 

Sears (S)  46 

Shiva  (SHVA)  86 

Simon  Property  Group  (SPG)  142 

Singapore  Tech  40 

Singer  (SEW)  114 

Sirach  Capital  Management  78 

Smith  Barney  106,146 

S-Mos  Systems  150 

Solv-Ex(SOLV)  118 
Sony(SNE)  46,50.54 
Sotheby's  Holdings  148 
Southwest  Airlines  (LUV)  8 
Sovereign  Equity  Management  150 
Standard  «.  Poor's  (MHP)  155.157 
State  Street  Research  92 
Stet  106 
S3  (Sill)  86 
Strategic  Insight  132 
Stratus  Computer  (SRA)  96 
Strong  Discovery  Fund  122 


Van  Wagoner  Micro-Cap  F 
Van  Wagoner  Mid-Cap  Fund 
Vanguard  Fixed-Income HM  H*)8< 
Fund  136 

Vanguard  Intermediate  Fund 
Vanguard  Muni  Short-Term  F 
Veba  100 

Vector  Partners  110 
ViA  150 
Viacom  (VIA)  92 
ViasoftWIAS)  150 
VidaMed  (V1DA)  131 
VideoLan  Technologies  C 
VolpeWelty  131 
Volvo  (VOLVY)  58 

I  W 


Wal-Mart  Stores  (WMD  46. 
Walt  Disney  (DIS)  42.5fl.SWT 

Warburg  (S.G.)  55  *** 

Warburg  Pincus  Small  Comp 
Common  Shares  132 
Western  Resources  (WR)  51 
Westinghouse  Electnc  (WX) 
Westinghouse  Security  51 
WPG-Hennessee  Hedge  Fund 


XilinxfXLNX)  86 

Z  

Zell/Chilmark  34 
Zenith  Data  Systems  46 
Zitel(ZITL)  118 
Zurich  Insurance  68 


?he  McGraw-H.II  Companies,  '-rkE«ecYut^f0't0Jt^CJDCsUcrtr  rate  $49.95/year  Can, 
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/estment  Figures  of  the  Week 


soo 

June    Dec.  Dec  12-13 


U.S.  MARKETS 


Latest 


%  change 
Week  52-week 


BEST-PERFORMING  Last 


GROUPS 


month  % 


i 


k change        1 -week  change 

5%  -1.2% 


ENTARY 

ree-week  slide  in  stock 
seemed  to  end.  The  Dow 
industrials  hit  6268  on 
6,  but  rebounded  after- 
to  close  at  6346.8  on 
.8.  Since  the  all-time 
in  November,  the  Dow 
e  s&p  500  are  both  down 

more  than  3%.  The  re- 
was  led  by  technology, 
ace,  and  energy  issues, 
is  impressive  considering 
estive  mood  in  the  bond 
.  As  bond  buyers  disap- 

prices  dropped  and  the 
n  the  30-year  Treasury 
>se  to  6.69%,  the  high- 
3l  in  seven  weeks. 


EST  RATES 


SURY  BOND  INDEX 

tune    Oec.  Dec.  12-18 


:  1525 
•  1499.58 
;  1475 


1-week  change 


•  1450 


change 

)mberg  Financial  Markets 

"■BUS  Diversified  HI  All  Equity 
<  return        52-week  total  return 


M  lingstar,  Inc. 


UUVY  JUIICo  IIIUUoMlalO 

D040.0 

-0.9 

25.1 

NASDAQ  Combined  Composite 

1285.4 

-1.8 

28.2 

S&P  MidCap  400 

249.9 

-1.4 

20.0 

S&P  SmallCap  600 

141.4 

-1.7 

21.5 

S&P  SuperComposite  1500 

157.7 

-1.2 

20.7 

SECTORS 

Latest 

%  change 
Week  52-week 

Bloomberg  Information  Age 

230.4 

-1.6 

23.0 

S&P  Financials 

80.2 

-1.1 

32.7 

S&P  Utilities 

195.7 

-0.5 

-1.4 

PSE  Technology 

248.0 

-1.9 

26.1 

FOREIGN  MARKETS 

Latest 

%  change 
Week  52-week 

London  (FT-SE  100) 

4018.2 

0.9 

11.7 

Frankfurt  (DAX) 

2820.8 

-0.7 

24.5 

Tokyo  (NIKKEI  225) 

20,093.0 

-2.3 

4.0 

Hong  Kong  (Hang  Seng) 

12,766.0 

-3.2 

30.2 

Toronto (TSE  300) 

5727.6 

-0.9 

24.2 

Mexico  City  (IPC) 

3273.2 

1.0 

23.2 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

2.00% 

1.95% 

2.24% 

S&P  500  P/E  Ratio  (Last  12  mos.) 

20.3 

20.8 

17.3 

S&P  500  P/E  Ratio  (Next  12  mos. 

*  15.7 

16.1 

NA 

First  Call  Earnings  Revision* 

-0.11  % 

-0.52% 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

675.6 

673.5 

Positive 

Stocks  above  200-day  average 

58.0% 

68.0% 

Neutral 

Options:  Put/call  ratio 

0.68 

0.53 

Neutral 

Insiders:  Vickers  Sell/buy  ratio 

1.83 

1.91 

Positive 

Last  12 
months  % 


Semiconductors 
Tobacco 

Defense  Electronics 
Computer  Systems 
Machine  Tools 


13.6 
9.0 
8.9 
7.9 
7.9 


Oil  &  Gas  Drilling 
Shoes 

Semiconductors 
Computer  Software 
Computer  Systems 


WORST-PERFORMING  Last 


GROUPS 


month  % 


117.6 
73.1 
57.2 
55.0 
49.8 

Last  12 
months  % 


Manufactured  Housing 
Engineering  &  Constr. 
Soft  Drinks 
Specialty  Printing 
Specialty  Chemicals 


-26.35 
-8.32 
-7.97 
-7.62 
-7.61 


Trucking 
Broadcasting 
Machine  Tools 
Steel 

Long-Dist.  Telecomm. 


-31.35 
-19.42 
-13.91 
-9.39 
-8.15 


BLOOMBERG  MONEY  FLOW  ANALYSIS 


Data:  Bloomberg  Financial  Markets;  * F i rst  Call  Corp. 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Compaq  Computer 

72 '/4 

-37/8 

Cabletron  Systems 

37^8 

-1  '/4 

Ascend  Communications 

66 

-3'/8 

General  Electric 

975/8 

-53/4 

Apple  Computer 

22 '/2 

-2'/4 

Schlumberger 

997/s 

-4V2 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Microsoft 

787/8 

4"/l6 

Intel 

130 

145/8 

Dell  Computer 

53% 

85/8 

Informix 

21  7/8 

1  74 

Peoplesoft 

47 '/4 

7/8 

Boeing 

101 

7% 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


MONEY  MARKET  FUNDS 

4.93 

4.95 

NA 

Taxable  equivalent  yields  on  AAA-rated.  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.03 

4.96 

5.32 

assuming  a  31%  federal  tax  rate. 

10-vr.  bond 

30-yr 

bond 

6-MONTH  BANK  CDS 

5.28 

5.22 

5.40 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  NOTES 

5.55 

5.49 

5.38 

GENERAL  OBLIGATIONS 

4.83% 

4.81% 

5.47% 

5.45% 

10-YEAR  TREASURY  BONDS 

6.46 

6.38 

5.85 

PERCENT  OF  TREASURIES 

74.80 

75.45 

81.66 

82.36 

30-YEAR  TREASURY  BONDS 

6.69 

6.61 

6  20 

TAXABLE  EQUIVALENT 

7.00 

6.97 

7.93 

7.90 

LONG-TERM  AA  INDUSTRIALS 

7.23 

7.17 

6.75 

INSURED  REVENUE  BONOS 

4.97 

4.95 

5.73 

5.71 

LONG-TERM  BBB  INDUSTRIALS  7.69 

7.64 

7.22 

PERCENT  OF  TREASURIES 

76.94 

77.67 

85.55 

86.27 

LONG-TERM  AA  TELEPHONES 

7.40 

7.32 

7.11 

TAXABLE  EQUIVALENT 

7.20 

7.17 

8.30 

8.28 

EQUITY  FUNDS 


EQUITY  FUND  OBJECTIVES 


Leaders 

Laggards 

Leaders 

Laggards 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

Four-week  total  return 

% 

United  Svcs.  China  Region 

8.1 

United  Svcs  Gold  Shares 

-11.9 

Specialty-Real  Estate 

3.8 

Specialty-Precious  Metals 

-6.8 

Fremont  U.S.  Micro-Cap 

7.4 

Matthews  Korea 

-11.4 

Specialty-Technology 

0.4 

Specialty-Communication 

-2.7 

ITT  Hartford  Cap  Apprec.  A 

5.9 

Lexington  Strat.  Invmnts. 

-11.0 

Specialty-Health 

0.4 

Maximum  Growth 

-2.6 

Interactive  Inv.  Tech  Val. 

5.4 

Steadman  Technology  Grth. 

-10.2 

Small  Company 

-0.2 

Specialty-Natural  Resources 

-2.1 

Cohen  &  Steers  Realty 

5.3 

Midas 

-10.1 

Multiasset  Global 

-1.0 

Pacific 

-2.1 

Leaders 

Laggards 

Leaders 

Laggards 

52-week  total  return 

52-week  total  return 

% 

52-week  total  return 

% 

52-week  total  return 

% 

State  St.  Res.  Glob.  Res.  A 

71.1 

Steadman  Technology  Grth. 

-31.3 

Specialty-Natural  Resources  29.5 

Pacific 

5.7 

Interactive  Inv.  Tech  Val. 

64.9 

Matthews  Korea 

-30.2 

Specialty-Real  Estate 

29.4 

Specialty-Precious  Metals 

5.8 

Portico  MicroCap  Instl. 

57.0 

United  Svcs.  Gold  Shares 

-26.2 

Specialty-Financial 

25.9 

Specialty-Communication 

6.2 

PBHG  Technology  &  Commun. 

56.5 

Apex  Mid  Cap  Growth 

-19.9 

Specialty-Technology 

21.7 

Specialty-Utilities 

9.1 

Morgan  Stan.  Inst.  Lat.  Am.  A  49.7 

Premier  Strat.  Growth  A 

-19.7 

Europe 

21.0 

Diversified  Emerging  Market 

10.5 

is  of  market  close  Wednesday,  Dec.  18.  1996,  unless  otherwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Dec.  17.  For  a  more  detailed  explanation,  write 
ie  S&P  500  companies  only.  Fundamentals,  technical  Indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek.com  NA=Not  available  "Vanguard  Index  500  Fund 


Editorials 


THE  NEW  ECONOMY  NEEDS  FREE  TRADE 


The  New  Economy  is  a  wonderful  thing  to  behold.  In 
1996,  it  gave  us  steady  economic  growth,  healthy  corpo- 
rate profits,  modest  inflation,  and  low  unemployment.  It 
changed  the  historical  valuation  of  equity  prices  and  sent 
the  stock  market  to  new  highs.  It  also  gave  us  a  record 
trade  deficit,  a  record  level  of  foreign  indebtedness,  and  a  re- 
minder that  the  Achilles'  heel  of  the  New  Economy  is  its  de- 
pendence on  open  global  markets.  But  while  a  consensus 
has  emerged  in  Washington  to  solve  the  federal  budget 
deficit,  there's  nothing  of  the  sort  concerning  America's  chron- 
ic trade  deficits.  If  1997  is  to  prove  as  successful  to  investors, 
employees,  and  managers  as  1996,  U.S.  corporations  will 
have  to  participate  in  rebounding  Asian,  European,  and  Latin 
American  growth  as  never  before.  But  that  will  require  de- 
cisive action  by  the  new  White  House  economic  team  and 
Congress  to  bring  China  into  the  World  Trade  Organization  as 
an  open  economy,  resist  competitive  devaluations  against  the 
dollar,  and  roll  back  the  growing  strength  of  mercantilism 
over  free  markets,  especially  in  Asia. 

For  it  is  exports  of  high-tech  goods  and  services  that  are  the 
elixir  of  New  Economy  health.  They  are  super-growth  boosters, 
accounting  for  30%  of  all  U.  S.  gross  domestic  product  growth 
since  1985.  Exports  account  for  nearly  half  of  sales  of  comput- 
ers and  peripherals,  semiconductor  chips,  aircraft,  software, 
and  entertainment  products.  Companies  that  export  tend  to 
grow  faster,  have  higher  productivity,  and  pay  higher  wages 
than  the  average  American  company.  Barriers  that  deprive  the 
U.  S.  of  the  benefits  of  exports  directly  hurt  the  New  Economy. 

ASIA'S  MERCANTILIST  PULL  

Just  as  the  cold-war  world  was  divided  into  communist  and 
capitalist  nations,  so  today's  global  economy  is  dividing  into 
free-market  capitalists  and  mercantilists.  Call  it  "bipolar  cap- 
italism." Through  the  mid-'80s,  the  U.  S.  and  its  free-market 
policies  dominated,  pulling  a  reluctant,  more  statist  Conti- 
nental Europe  along  while  accepting  Japan's  mercantilism 
as  the  price  to  pay  for  its  anticommunism.  But  as  fast-grow- 
ing Asian  nations  copy  the  Japanese  model,  the  center  of 
gravity  of  the  global  economy  is  shifting  to  a  mercantilist  Pa- 
cific Basin  and  away  from  the  free-market  Atlantic.  As  long  as 
this  continues,  the  New  Economy  cannot  live  up  to  its  po- 
tential. Imports  will  always  exceed  exports,  regardless  of 
the  quality  of  U.S.  goods  and  services  or  the  prudence  of 
U.  S.  fiscal  and  monetary  policy. 

So  strong  is  the  mercantilist  pull  that  it  is  drawing  old  sta- 
tist economies  back  into  the  fold.  In  recent  weeks,  French  of- 
ficials have  engaged  in  beggar-thy-neighbor  campaigns  of  talk- 
he  dollar  up  to  promote  their  own  country's  exports. 
Even  the  Germans  are  talking  the  dollar  up.  Unwilling  or 
una!  le  to  downsize  their  governments,  privatize  state-owned  in- 
dustrii  .  cut  taxes,  and  deregulate  to  generate  domestic 
growth  a  parade  of  countries  is  turning  to  mercantile  tactics 
for  expansion. 


Europe  and  Japan  have  long  said  that  the  U.S.  t  I 
deficit  is  the  U.S.'s  own  fault.  First  they  said  Ames*': 
products  were  shabby  and  uncompetitive.  Perhaps  that(ii<i 
true  in  the  '80s,  but  it  is  hardly  true  of  today's  New  Ecoiife 
high-tech  products.  Then  they  argued  that  both  the  trade**, 
budget  deficits  were  a  result  of  inadequate  U.S.  savfe 
Yet  today,  the  U.S.  budget  deficit  as  a  percent  of  Gmt 
lower  than  those  of  Japan,  France,  or  Germany,  which  aii  | 
running  trade  surpluses. 

WHAT  TO  DO  I 

Indeed,  gross  savings  in  the  U.  S.  have  doubled  from  $75fl 
lion  in  1984  to  $1.24  trillion  in  the  second  quarter  of  mx 
Corporate  savings  have  jumped  from  $502  billion  to  H 
billion,  while  government  savings  have  gone  from  minus  H 
billion  to  plus  $123  billion.  The  truth  is  that  savings  aH 
function  of  exports,  not  the  other  way  around.  The  ml 
country  exports,  the  more  it  grows  and  the  more  it  s[B 
U.S.  exports  have  been  growing  at  double-digit  level! 
years.  But  they  have  lagged  behind  the  even  faster  growM 
imports.  Had  the  rate  of  export  growth  matched  that  cjfl 
ports,  U.S.  growth  and  national  savings  would  be  silH 
cantly  higher  today. 

For  the  New  Economy  to  keep  prospering,  the  U.  S.  iH 
a  commercial  diplomacy  aimed  at  rolling  back  mercantBJ 
and  ending  the  bipolar-capitalist  division  of  the  global  eJM 
my.  The  attempt  at  competitive  devaluations  against  thjPJ 
lar  should  be  countered  in  the  foreign  exchange  maijfl 
Even  at  the  current  yen-dollar  level,  the  Japanese  are  pijH 
up  market  share  in  the  U.S.  auto  market,  slowing  sajH 
American  cars  in  Tokyo,  and  blunting  Korea's  competitivB 
in  world  markets  (the  won  is  partly  tied  to  the  dollar).Hj 

Washington  must  also  negotiate  the  right  deal  forH 
na's  entry  into  the  wto.  This  is  the  key  to  whethejH 
world  economy  goes  mercantilist  or  free  market  in  thP*" 
century.  The  U.  S.  must  persuade  China  to  accept  a  tran 
that  leads  to  a  full  opening  of  its  domestic  economy.  If  I 
becomes  a  mercantile  behemoth,  everyone,  including 
U.S.,  will  go  to  managed  trade,  with  devastating  ci 
quences  for  the  vital  industries  of  the  New  Economy. 

Washington  must  also  continue  to  pressure  Japan  tof 
up.  The  timing  is  good,  because  Japan's  high-cost  eeonov 
sending  investment  and  jobs  outside  the  country  whilt; 
ditional  government  piunp-priming  isn't  working.  Recog- 
the  need  to  deregulate,  Tokyo  has  just  cut  a  surprising 
with  the  U.  S.  to  open  Japan's  huge  insurance  market,  i 
ly,  the  U.S.  should  keep  the  heat  on  in  multilateral  i 
talks.  It  won  big  in  Singapore  by  getting  Europe  to  ag 
cut  tariffs  on  information-tech  products,  vital  to  the* 
Economy.  The  next  step  is  telecommunications,  then  fii 

The  triumph  of  mercantilism  would  end  the  New  E> 
nay's  promise  of  generating  wealth  for  everyone.  For  19i  i 
beyond,  the  challenge  is  to  keep  trade  free. 


194  BUSINESS  WEEK  /  DECEMBER  30.  1996 


Telephony 


TOSHIBA  TECHNOLOGY  SETS  THE  STANDARD. 


itivation.  The  need  to  lead.  That's 
at  keeps  Toshiba  in  the  forefront 
multimedia.  This  unique  drive  has 
abled  us  to  breathe  life  into  a 
ige  of  exciting  products  that  once 
sted  only  in  the  imagination.  We're 
)ud  to  have  started  a  revolution 
it  will  help  to  define  the  future.  But 
only  just  begun.  Get  ready  for 
;  ride  of  your  life. 


In  Touch  with  Tomorrow 

TOSHIBA 

http://www.toshiba.com 


Cable  PC.  The  flow  of  information  has 
taken  on  a  whole  new  dimension. 
Toshiba's  new  Cable  Internet  system 
is  an  industry-leading  end-to-end 
integrated  broadband  solution.  It  will 
bring  two-way  multimedia  communi- 
cations to  your  home  computer  over 
your  TV  cable  for  the  first  time.  At 
speeds  hundreds  of  times  faster  than 
a  phone  line.  It  will  put  you  in  touch 
with  the  whole  world  in  real  time.  In 
real  life.  Go  ahead.  Dive  in. 


Toshiba  Multimedia 


aSIMPLEyetACCI 

OF  HOW  our  ANTI 


Finally,  there's  a  (  I  R  P  ROT  E  (  I  I  O  \  device  whose  bite  is  worse  than  its  bark.  I  o  r  J  M  o  t 
(  o  m  p  ii  n  i  c  /)  1/  /  /)  e  e  r  s  /)  a  i  c  d  e  v  e  I  o  p  e  d  h  hat's  b  e  i  n  a  hail  e  d  a  s  <>  n  e  o  /  /  /)  e  m  o  s  l  p  o  w  e  rji 
I  \  /  /  I  1 1  I  I  I  inventions  ever,  I  remarkable  c  o  m  p  u  t  e  r  chip  that's  e  m  b  e  J  d  e  d  in  t  h  e  b  e 
II:  chip  sends  a  distinct  ELECTRONIC  SIGNAl  directlj  to  the  car's  engine  before  it  wi 
ever     tart.    You   see.  tit    FORD   MOTOR   COMPANY,   we're  not   onlj    committed  to  building  the  be 


ira  liable   ..  n  select   Ford.  Lincoln   and    1/ 1 


